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CORPORATE INFORMATION
NEEHR

BOARD OF DIRECTORS

Executive Directors

Mr. XU Da (Chairman)

Mr. BAl Tao (Chief Executive Officer)

Ms. WANG Jianfei

Mr. FUNG Wai Shing (appointed with effect from 12 April 2017)
Mr. LIU Jinghong (appointed with effect from 12 April 2017)

Independent Non-Executive Directors

Mr. HUANG Guosheng
Mr. LAU Sik Yuen
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Mr. XING Zhiying
Mr. BAl Tao
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Mr. HUANG Guosheng (Chairperson)
Mr. XING Zhiying
Mr. BAI Tao

COMPANY SECRETARY
Mr. FUNG Wai Shing

AUTHORISED REPRESENTATIVES

Mr. FUNG Wai Shing
Mr. BAI Tao
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PRINCIPAL PLACE OF BUSINESS OF THE
GROUP’S SUBSIDIARIES IN CHINA

Unit Nos. 2201 to 2208

Level 22, South Tower, Poly International Plaza
No. 1 Pazhou Avenue East, Haizhu District
Guangzhou City, The PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Room 1303, 13th Floor, China Evergrande Centre
No. 38 Gloucester Road, Wanchai, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

SMP Partners (Cayman) Limited

(formerly known as Royal Bank of Canada Trust Company
(Cayman) Limited)

Royal Bank House, 3rd Floor, 24 Shedden Road

PO. Box 1586, Grand Cayman KY1-1110,

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Union Registrars Limited

Suites 3301-04, 33/F

Two Chinachem Exchange Square
338 King’s Road,

North Point, Hong Kong

AUDITOR

Moore Stephens CPA Limited
801-806 Silvercord, Tower 1, 30 Canton Road, Tsimshatsui
Kowloon, Hong Kong

PRINCIPAL BANKERS

China CITIC Bank Corp., Ltd
Jinshang Bank Co., Ltd
Jincheng Bank Co., Ltd
Bank of Dongguan Co., Ltd

STOCK CODE
00866

WEBSITE

http://www.ginfagroup.com
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FINANCIAL HIGHLIGHTS
MRRE

Summary of the Group’s results, assets, liabilities and equity for the last  ANEBRBET AN HREEHNELE  BE - BE
five financial years is set out below: REDBENT
RESULTS 4
For the year ended 31 December
BE+-A=t-RALEE
2017 2016 2015 2014 2013
—E—tfF NS “E-1F “T-mE —E-ZF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR AREFT AREFT AREBTFT ARETT
(Note) (Note) (Restated)
(F33E) (HizE) (mE5)
Turnover e 3,005,671 716,187 1414524 6,488,279 10,830,133
Gross profit/(loss) A,/ (£8) 686,628 36,503 (706,918) (190,400) 1,083,016
Results from operating activities MEEREE 5,065,153 319,922 (7,689,352) (641,619) 524,902
Profit/(loss) before taxation BERET/(B8) 4,686,441 (127,033) (8,037702) (1177,656) (14,605)
Income tax (expense)/credit FisH (%) #e (962,091) (189,694) 105,525 (114,657) (121,475)
Profit/(loss) for the year FREF /(EE) 3,724,350 (316,727) (6,932177) (1,292,313) (136,080)
Profit/(loss) attributable to: ST/ () :
Equity shareholders of the Company ARERERFEA 3,158,349 (330,542) (6,011,184) (1,183,426) (247765)
Non-controlling interests FEEARE R 566,001 13,815 (920,993) (108,887) 111,685
3,724,350 (316,727) (6,932177) (1,292,313) (136,080)
Coal handling and trading volume FREERESHE
(000 tonnes) (Fug) 7,062 2123 3,952 15,935 24,034
Note: The results of the years ended 31 December 2015 and 2014 were izt : B2 T —RAFR-_FT—NF+-_F=+—H

presented on a combined basis of the Group from both continuing and

discontinued operations.

ASSETS, LIABILITIES AND EQUITY

IFEE LB R AHASEZ BEEERE

BBy T2 -
AE  AERER

As at 31 December

W+=B=+-8
2017 2016 2015 2014 2013
“E—tF —ERE —I-nfF —E-|mE —E-=F
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETTT ARETTT AREFT AREFT
Total assets BERE 10,298,242 5,662,432 5,310,782 14,881,169 18,546,277
Total liabilities BERE (11,502,859) (10,583,739) (9,940,178) (12,514,827) (14,855,639)
Total (deficit)/equity (B4 / s (1,204,617) (4,921,307) (4,629,396) 2,366,342 3,690,638
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China Qinfa Group Limited FEIZZEEERAF 5 '

Dear Shareholders,

On behalf of the board of directors (the “Directors” or the “Board”) of
China Qinfa Group Limited (the “Company”), | hereby present the annual
result of the Company and its subsidiaries (the “Group”) for the year
ended 31 December 2017.

INDUSTRY RECOVERY WITH RISING COAL PRICE

2017 was the second year for China to implement the policy of “cutting
production capacity” on the coal industry. The state-owned enterprises
sought upgrading and transformation while sparing no efforts in closing
outdated capacity nationwide. On the other hand, the environmental
protection and safety were highly valued with strict control over new
capacity. Against the backdrop of tight supply and rising demand, the
coal price bottomed out since the end of 2015 and was volatile at a high
levelin 2017.

The recovery of the industry’s economic benefits laid a foundation
for cutting capacity, difficulty relief as well as transformation and
upgrading in the coal industry. However, unbalanced development of the
industry resulted in fairly low profit margin or loss making for most coal
enterprises, with loss scale of the industry still accounting for 20%.

Despite tight shipping capacity, the Group successfully turned around
from loss to profit by grasping the opportunity of coal price recovery,
working hard and making swift changes to seek breakthrough in
logistics optimisation, with substantial growth in both coal operation
and trade volume over last year.

Finally, I would like to thank all shareholders for their support to the
Company, and all colleagues of the Group for their hard work and
continuous perseverance. In 2018, we will bear in mind our mission
to move forward, and use “wisdom and perspiration” to seize market
and development opportunities, “loyalty and commitment” to address
difficulties and challenges and “confidence and courage” to focus on
operation and management, so as to achieve quality growth with more

excellent performance.

Xu Da
Chairman
27 March 2018

CHAIRMAN’S STATEMENT
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.S

MANAGEMENT DISCUSSION AND ANALYSIS

BEEERWED T

The Group is a leading non-state owned thermal coal supplier in China,
and it operates an integrated coal supply chain, including coal mining,
purchase and sales, filtering, storage, blending of coal in the PRC and
shipping transportation business. During the year ended 31 December
2017, the Group continued to focus on these business activities and
expanded its integrated coal supply chain through upward vertical
integration.

BUSINESS REVIEW

Termination of Disposal of the Group’s Coal Business and
Shipping Business in the PRC

As set out in the announcement of the Company dated 14 July 2016, the
Group entered into a conditional sale and purchase agreement dated
25 April 2016 (as supplemented by a supplemental agreement dated 11
July 2016) with Bo Hai Investment Limited (the “Purchaser”), pursuant
to which the Group proposed to dispose of entire issued equity interest
in Hong Kong Qinfa International Trading Limited and its subsidiaries
to the Purchaser. As disclosed in the Company’s announcement dated
30 April 2017, as at 30 April 2017, save that the condition relating to the
approval of the independent shareholders to the entry of the agreement
and the transaction contemplated thereunder at an extraordinary
general meeting had been fulfilled, other conditions precedent had not
been fulfilled.

As the conditions precedent contained in the agreement were not
satisfied or otherwise waived on or before the long stop date, the Group
and the Purchaser had entered into a letter of termination dated 30
April 2017 with the effect of terminating the agreement.

Full resumption of coal business

In 2017, the Group restarted its original coal procurement channels and
successfully exploited a procurement channel in Inner Mongolia. The
total purchase of coal in 2017 amounted to 2,834,000 tonnes, of which
857,000 tonnes for foreign trade and 1,977,000 tonnes for domestic
trade.

Annual Report 2017 —Z—t & F§§
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s

MANAGEMENT DISCUSSION AND ANALYSIS

Enhanced control on implementation of financial budget and
tax planning and informatisation construction

The Group is fully implementing control on capital budget, arrange
funds reasonably and improve tax planning capability this year. The
Group promotes its informatisation construction by updating office
system, coal transportation and sales management system and human
resources system, so as to improve the Group’s informatisation and
enhance office efficiency and transparency. The Group’s governance
structure will be clearer with significantly strengthened management
and control system, and a three-level governance structure will be
clearly established to enhance management control of resources.

As at 31 December 2017, the Group owned and operated five coal mines
in the PRC. The table sets forth certain information about these coal
mines.

EEEWED T

BITHKER  BKEE - SEEER B
EKFERFA

FPHEMITESTEE A ELTHES  RahiKE
Zeeh  HBEBEREEBLER NEHNRLR
7 BREHEEERG ANERES  Res%
EEZE{LREMKTE  REHANE - BHE -
SEMRBEBEIEEMW - ERBRBEE R -
SIS =R ABAME - I=BAA B - BT
PEKFE o

W-Z—tF+-B=+—B  AEEEREE
ARG AR - TR ERRSEROE
FER -

Ownership Production Operation
Location 2] Site area capacity status
1 B BOL [EiE BRRAE EERR
(million
(sq. km) tonnes)
(F5TK) (B EW)
Huameiao Energy Shuozhou 80% 4.3 1.5 Under operation
- Xingtao Coal Shanxi s
EXRR - BERE LI
Huameiao Energy Shuozhou 80% 2.4 0.9 Under operation
~ Fengxi Coal Shanxi LEF
EXRR - BOAKE IipispZPi
Huameiao Energy Shuozhou 80% 2.9 0.9 Under operation
— Chongsheng Coal Shanxi HEP
EXRPR - SIHRE LM
Xinglong Coal Xinzhou 100% 4.0 0.9 Under development
[ B 2 Shanxi (Temporarily suspended)
Gl R
(&)
Hongyuan Coal Xinzhou 100% 4.1 0.9 Under operation
R Shanxi (Temporarily suspended)
BTN 2B
(&)

The Group engaged an independent mineral industry consultant to
estimate the total coal reserves and resources as at 30 June 2016 in
accordance with the JORC code.

AREEZRFE—FIBULERER 2 BRIBEIORCST
AEER T RFENA=ZTENERREER
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MANAGEMENT DISCUSSION AND ANALYSIS
EEET WA T

COAL CHARACTERISTICS

Characteristics of the commercial coal produced by the Group’s
operating mines are as follows:

REBENE SRR EENDERNFEDT

Huameiao
Huameiao Huameiao Energy —
Energy — Energy — Chongsheng
Xingtao Coal Fengxi Coal Coal
EXRER - ZEXRpER- ZEXREgR-
Coal Quality Characteristic RS R 2 IRTE EHEXE
Seam fL 8 4 9 9
Moisture (%) K (%) 9.13-1211% 2.07-2.90% 8.70-11.84%
Ash (%) 5 (%) 21.07-29.94%  18.36-30.42%  21.25-23.85%
Sulfur (%) EHE%) 0.76-1.81% 0.31-0.84% 1.78-2.40%
Volatile Matter (%) BREYEE(%) 21.96-27.49%  19.90-29.49%  27.54-28.88%
Energy Content (MJ/kg) BEE OKEE T=) 17.30-18.13 17.08-22.03 20.36-22.25
OPERATING DATA ELEHE
Reserves and Resources HERERE
Huameiao Huameiao Huameiao
Energy - Energy - Energy -
Xingtao Fengxi  Chongsheng Xinglong Hongyuan
Coal Coal Coal Coal Coal Total
EXR EXR EXR
BR - R - -
RRRx BHERE SHEX RERE REEE @zt
Reserves fE
Reserves as at 1 January 2017 (Mt) HEZE—+F-A-H
e (BEK)
- Proven reserves -BRAEE 6271 16.43 918 2049 3016 160.97
- Probable reserves - fit e 1226 2743 1 9.53 117 69.90
Total reservesasat 1January 2017 (M)~ BZE-Z—+F-F—H
MERE (EN) 74.97 4386 48.69 3202 3133 230.87
Less: Total raw coal production A ENREBES (REE)
for the year (Mt) 277 (190) (1.98) na/NER na/MER (6.65)
Reserves as at BE-E-tEtZh=1-H
31 December 2017 (Mt) WHE (BEH) 72.20 41,96 46.71 32,02 31.33 22422
Resources 2
Resources as at 1 January 2017 (M) HE-Z-t5-A-H
BERE (REW) 111.35 6799 72.39 45.96 4178 339.47
Less: Total raw coal production B ERRELES (BEH)
for the year (Mt) (2.77) (190) (198) na./NER n.a./MEf (6.65)
Resources as at BE-5-tE+t-A=1-A
31 December 2017 (Mt) WERE (BEH) 108.58 66.09 70.41 4596 4178 332.82
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The following table sets forth the full-year production figures at the

abovementioned mines for the years indicated:-

China Qinfa Group Limited FEEXEEER AT 9 '

MANAGEMENT DISCUSSION AND ANALYSIS
EEETWED T

TRIR B RBER IR EEN 2 FESCHE

Year ended 31 December

BEt+t=-A=1+—HLEE

2017 2016

—E—+F —E—RF

(’000 tonnes) | (000 tonnes)

Raw coal production volume REES (Fmg) (Fmg)
Huameiao Energy - Xingtao Coal EXRER — ERHEE 2,767 417
Huameiao Energy — Fengxi Coal EXRLR — BEEE 1,898 722
Huameiao Energy - Chongsheng Coal EXRER — SHEE 1,984 905
Total 5T 6,649 2,044

Year ended 31 December

BE+-—A=+—HLEE

2017 2016

—E—+tF A=

(’000 tonnes) | (000 tonnes)

Commercial coal production volume (Note) BEEEE (M) (Fmg) (Fma)
Huameiao Energy - Xingtao Coal ERRALR — SR 1,798 271
Huameiao Energy — Fengxi Coal EXHER - BEE 1,234 469
Huameiao Energy — Chongsheng Coal FEXREER — SHHE 1,289 588
Total Bt 4,321 1,328
Note: Per the competent person’s report issued on 30 September 2011, 31 Mzt BRERZZT—FNA=+H Z=—=F1

May 2013 and 25 July 2016, the volume of commercial coal produced by
Huameiao Energy is calculated by a yield rate of 65% raw coal.

A=+—AR-_ZF—R"FLtA-THHEEXRHN

BERALTR
JRIEHI65% %%

H
=
E SN

=
>

EXREREEN R
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‘ 10 China Qinfa Group Limited FEIZZEBEER AT

MANAGEMENT DISCUSSION AND ANALYSIS

EEEWED T

Exploration, Mining and Development Expenses

The Group’s exploration, mining and development expenses consist of

the following amounts:

BE - BARRAERER

AEENHE RREAAZEAEENATERE

Year ended 31 December

BEt+t-A=1+—HLEE

2017 2016

—E—tF —EREF

RMB’000 RMB’000

ARMT T AREFT

Materials and consumables Ykl R SEFE M 85,157 32,489

Staff cost 8 T A 199,054 54103

Other direct cost Hib HEKA 44,329 33,442

Overhead and others R A 2 HoAth 361,264 106,259

Evaluation fee B 1,347 1,321

Total HET 691,151 227,614
FINANCIAL REVIEW B 7B B

Revenue N
Year ended 31 December
BE+-A=+—-HLEE

2017 2016

—E—+F —E—RF

RMB’000 RMB’000

AR¥TFT ARBEF T

Coal business (87 2,857,163 608,469

Shipping transportation fiEEen 148,508 107,718

3,005,671 716,187

Annual Report 2017 —Z—t & F§§
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MANAGEMENT DISCUSSION AND ANALYSIS
EEETWED T

Coal business R TE
Year ended 31 December
BE+=-A=+t—HLEE
2017 2016
—E—+tF AN
’000 tonnes ’000 tonnes
F W F g
Coal Handling and Trading Volume of Coal Business [EREBHERELELEZE 7,062 2,123
During the year ended 31 December 2017, the volume of the Groups BE-ZE—tF+_A=+—HIFE H-ZF
coal handling and trading recorded a 232.6% increase as compared — /NFHELL  AEBHOERELERE HE M

with 2016. The coal selling prices during the year ended 31 December
2017 were in range between RMB201 per tonne and RMB650 per tonne,
which were less fluctuated when compared to the range between
RMB88 per tonne and RMB626 per tonne in 2016.

The average coal selling price and the average monthly coal handling
and trading volume for each of the three years ended 31 December
2017 are set forth in the table below

232.6% °

RBEE-_ZFT—+tHF+t-_A=t—HIt

iflﬁﬂ’]@m&fa 7 \q’uu@)\&ﬁé}zm TLE MR

AREBG507T

TTEEMEAREG26THIEIE ML

/\—7

—NFENTZHARSS
TEHEE /)N o

BE_T—tF+-_A=t—BL=F%EF
B FHERIHEERET T ARREENRE

ZEHIINTX

Year ended 31 December

BEt+t-HA=1+—HLEE

2017 2016 2015
—E—+tF —E-RF —HEF
Average selling price FHEE
(RMB per tonne) (FMEARETT) 405 287 309
Average monthly coal handling and THEARRKERES S
trading volume (000 tonnes) (Fma) 589 177 329

Annual Report 2017 —Z—t & F3§
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MANAGEMENT DISCUSSION AND ANALYSIS
EEET WA T

The Group sells blended coal which is sourced solely from the PRC
domestic markets to customers, including power plants, cement plants
and coal traders. Most of the Group’s customers are located in the
coastal regions of China. Power plants purchase coal for use in the
combustion processes to produce steam for power and heat. Cement

REEE G E (2 B T BB AT ISR R RSB
REETHER KERIEKESEUEREF

AEBRFPZHUNTEL SR - FERRE
BRANIREEBE - WEAZRARNEENE
2o MACRMAEEBRBETHNTIE %’*ﬂ%k%x T

plants consume coal as primary fuel in their production process. The EKHEHINAEFBNRBEZ-_ZE—+tEN_ZT—F+
following table sets forth information regarding the Group's revenue — B =+—HItEERTED I EH E’J@f%ﬂ‘k
from coal business by industry segment during the years ended 31 I§ ABYER} :
December 2017 and 2016:
Year ended 31 December
BE+t-A=+—-HLEFE
2017 2016
—E—+tF —T-REF
Percentage of Percentage of
revenue revenue
Revenue % of total Revenue % of total
WA EEEUON WA EEBA
RMB’000 WEZL RMB’000 WEDL
AR®T R (%) AEETT (%)
Power plants BEW 1,641,106 57.5 199,329 32.8
Coal traders BRESHE 1,115,412 39.0 396,042 65.1
Cement plants and others*  7K)JBJRR K2 E i * 100,645 35 13,098 2.
Total HBEr 2,857,163 100.0 608,469 100.0

*  Others mainly represented large State-owned coal suppliers.
Shipping transportation

The segment revenue for shipping transportation from external
customers for the year ended 31 December 2017 was RMB148.5 million
as compared with RMB107.7 million for the same period in 2016. The
Group has recorded 37.9% increase in shipping transportation revenue
principally because of increase in freight rates and charter hire rates
during the year.

Annual Report 2017 —Z—t & F§§
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MANAGEMENT DISCUSSION AND ANALYSIS
EEETWED T

Cost of Sales SHER A

Cost of sales of the Group in 2017 amounted to RMB2,319.0 million, HRNEBR T —+EMEERKE AR
representing an increase of 241.2% compared with RMB679.7 millionin ~ 2,319,000,0007T * & — & — N £ A B #
2016.The increase was due to the increase in coal handling and trading  679,700,0007C 3 i1241.2% o 3% 3% N J3 B A 1
volume during the year of 2017. REERESEN S —FIEINAE -

The table below set forth the cost of sales of the coal business segment:  FNR&J|EREL D ILAHEK AN ¢

Year ended 31 December

BE+-—A=+—HLEE

2017 2016

—E—+F ZE—RF

RMB million RMB million

ARBEERL | ARBEET

Cost of coal purchased SN R B A AR 898.5 262.3
Cost of coal transportation B R B R Y PR AN 621.1 54.4
Cost of self-produced coal EV=F5974: 0] 689.9 252.3
Materials, fuel, power FER S BRE S B 85.1 32.5
Staff costs B TR 199.1 541
Depreciation and amortisation HTE R 222.3 83.2
Others Hi 183.4 82.5
Other costs H A A - 11
Total cost of sales of coal business segment R TS D BB RV AB SE & AR 2,209.5 580.1
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MANAGEMENT DISCUSSION AND ANALYSIS
EEET WA T

The Group purchases coal mainly from the PRC market. The following
table sets forth information regarding the Group’s origins of coal based
on sales volume and revenue in 2017 and 2016:

AEETZEHRBEBRATSRERK - TRES
BERAEER —E—tF R T "FHRRH
ERWAD B ZERKRZ EH

Year ended 31 December

BEt+t-A=1+—RHLEE

2017 2016

—E—+tF —E—RHF
Sales volume Revenue | Salesvolume Revenue
HE PN HE WA
’000 tonnes RMB’000 ‘000 tonnes RMB’000
Origins of coal 1 5 AR F 0§ AR®T T FE ARBT T
China h 6,205 2,631,073 2,123 608,469
Oversea EZ]N 857 226,090 - -
Total 4t 7,062 2,857,163 2123 608,469

The Group keeps expanding the network of suppliers to ensure a supply
of coal with reliable and stable quantity and quality.

The Group has established stable cooperative relationships with its key
PRC domestic coal suppliers and has developed business relationships
with the majority of them over a period of not less than three years. This
enables the Group to obtain a reliable supply of quality coal.

Gross Profit

The Group’s gross profit was RMB686.6 million during the year
ended 31 December 2017 as compared with gross profit of RMB36.5
million during the same period in 2016. Under the circumstances
of improvement in average selling prices of thermal coal, the Group
increased the scale of coal handling and trading volume to generate
gross profit of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

Other Income, Gains and Losses

During the year ended 31 December 2017, the Group’s other income,
gains and losses amounted to a net gain of RMB195.8 million,
representing an increase of approximately of RMB251.8 million, as
compared with a net loss of RMB56.0 million in 2016. The increase in
other income, gains and losses in 2017 was mainly due to the one-off
gain arising from the waiver of management fee payables and safety
supervision fee payables. On 31 December 2017, a PRC state-owned
enterprise, who is responsible for providing management services and
safety supervision to Xinglong Coal and Hongyuan Coal, has waived its
amounts due from the Group in total of approximately RMB160.8 million
and such gain has been accounted for as waiver of management fee
payables and safety supervision fee payables during the year.

Distribution Expenses

Distribution expenses increase by 224.6% to RMB51.9 million for the
year ended 31 December 2017, as compared with RMB16.0 million
in 2016. The increase in distribution expenses was in line with the
increase in coal handling and trading volume during the year.

Administrative Expenses

During the year ended 31 December 2017, the Group’s administrative
expenses amounted to RMB179.0 million, representing a decrease of
5.5%, as compared with RMB189.3 million in 2016. The slight decrease
was mainly attributable to the Group has further launched a series
of cost saving controls during the year to reduce the administrative
expenses.

Other Expenses

During the year ended 31 December 2017, the Group’s other expenses
amounted to RMB34.5 million, representing a decrease of 42.0%, as
compared with RMB59.5 million in 2016.

Net Finance Costs

Net finance costs of the Group in 2017 amounted to RMB378.7 million,
representing a decrease of RMB68.3 million or 15.3%, as compared with
RMB447.0 million in 2016. The decrease was mainly due to decrease of
bank interest rate in 2017.

EEEWED T

HalA ~ KB REE
BE-_Z—+F+-_A=1+—B1IFE B_F
— NFEEFEE A R ¥56,000,000THE L 0 K
SEMEMEA - WEkEBEEAREFEAR
#195,800,0007T + 3 10#4) A K #251,800,000
T ZE—EFMHEMKA - RS REEBEMNTD
TEHRRRENEEERENLEEEEBME
7 —RUEWHFR - R E—+FE+ A=+
—H  BERNEREERTREEZRESTERS
MLZ2EENTRERECEERNEERAEED
BRIA H4 AR¥160,800,0000 @ ZERED
ARIMEFANREENEEBRENLZZEER
F=-I

Wil

DT E T —XF ARE16,000,0007T 48
tb o EIN2246%EHE_E—+E+ A=+
—BIEFEERARES1,900,0007T - FAD G
T INEE G E B S 2RI -

THEIX
BHE-_T—+H5+-_A=1+—HILLEFE  Kx&EH
1T X B A R#179,000,0000T @ B - T —
7N ARM189,300,000T L EUR A T5.5% © B
HWRLPREFEERNEERFRNME—FERIT —
R ATE S8 i AP R T R A X -

HAtpAx
BE-T—tFT- A=t ALFE  A%HE
M E R A ARKE34,500,0007T * R—F—X
FAR¥59,500,0007T/H 4°42.0% ©

B HE B AN R BR
AEBR-_Z—LtENHBRAFEEA
R #378,700,000t B8 — T — XN F AR
447,000,0007T 8 2 T A R #68,300,0007T 5%
15.3% c MO TIEEHR T —LFRITAET
BEFTER ©
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MANAGEMENT DISCUSSION AND ANALYSIS
EEET WA T

Profit Attributable to Equity Shareholders

Profit attributable to equity shareholders of the Company during the
year ended 31 December 2017 was RMB3,158.3 million, representing
an increase of approximately of RMB3,488.8 million as compared with
loss of RMB330.5 million in the same period in 2016. The increase in
profit attributable to equity shareholders of the Company was mainly
attributable to the reversal of impairment loss on property, plant
and equipment and coal mining rights, and the improvement on the
operating results.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

The Group adopts stringent financial management policies and strives
to maintain a healthy financial condition. The Group funds its business
operations and general working capital by internally generated financial
resources and bank borrowings. As at 31 December 2017, the Group
recorded net current liabilities of RMB8,852.3 million.

The Group has taken initiative to enhance the financial flexibility by
diversifying the funding bases and obtain medium term loans to replace
short term loans. The Group is currently negotiating with financial
institutions to renew and extend bank borrowings and consider ways to
improve the Group’s working capital. As at 31 December 2017, the cash
and cash equivalents of the Group amounted to RMB80.3 million (2016:
RMB24.7 million), representing an increase of 225.1%.

As at 31 December 2017, the total bank and other borrowings of the
Group were RMB6,045.9 million (2016: RMB6,043.3 million), which
were classified as current liabilities. As a result of the non-payment
of loan principal and interests of RMB2,805.7 million and RMB435.6
million respectively, borrowings amounting to RMB1,499.8 million (2016:
RMB2,473.7 million) due for repayment after one year which contain a
cross default clause that demands immediate repayment when there is
default in any bank loans repayment are classified as current liabilities.
The bank and other borrowings carried interest at rates ranging from
4.35% t0 7.28% (2016: 4.35% to 13.50%) per annum.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2017, the Group had total banking facilities of
RMB1,806.0 million (2016: RMB6,136.4 million), of which RMB1,806.0
million (2016: RMB6,006.2 million) were utilised. During the year ended
31 December 2017, several banks assigned their bank loans due from
the Group amounting to RMB4,239.8 million to asset management
companies in the PRC. As a result, total banking facilities as at 31
December 2017 decreased.

As at 31 December 2017, the Group’s cash and cash equivalents, except
amount of RMB1.4 million in United States dollars (“USD”) and amount
of RMBO0.6 million in HKD, were held in RMB. All the Group’s bank and
other borrowings were made in RMB.

The gearing ratio (calculated as borrowings netted off sum of cash and
cash equivalents and pledged and restricted deposits divided by total
assets) of the Group as at 31 December 2017 was 57.9% (2016: 106.3%).
The decrease in gearing ratio was mainly due to increase of total assets
as a result of reversal of impairment losses on property, plant and
equipment, coal mining rights, trade receivables and prepayments and
other receivables.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES

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

PLEDGE OF ASSETS OF THE GROUP

As at 31 December 2017, the Group’s assets in an aggregate amount
of RMB5,794.0 million (2016: RMB3,470.4 million) in forms of
property, plant and equipment, coal mining rights, lease prepayments,
inventories, trade and bill receivables and bank deposits were pledged
to banks for credit facilities granted to the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
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CONTINGENT LIABILITIES

Except for certain matters disclosed in the Note 38 to the consolidated
financial statements in this report, the Group did not have any material
contingent liabilities as at 31 December 2017.

FINAL DIVIDEND FOR THE YEAR ENDED 31
DECEMBER 2017

The Board does not recommend the payment of a final dividend for the
year ended 31 December 2017 (2016: Nil).

BUSINESS OUTLOOK

In 2018, based on an internal market-oriented mechanism, the Group
targets to achieve “higher volume and revenue as well as quality and
efficiency enhancement” by focusing on an integrated operation of
“production, transportation, sales and trade” to expand its industrial
chain and improve its supply chain, and build development drivers with
resources to achieve quality development.

Strengthening application of new processes and new
technologies and promoting coal mine standardisation to
provide better technical support for production

The Group will engage advanced technicians, increase its investment,
research and development and use of production equipment and
technology, and establish a standard construction management and
control system to expand standardisation construction to the frontline
departments. The Group will improve the awareness of standardisation
among coal mine workers to form standardised code of conduct and
achieve scientific management by keeping standard for anything,
anywhere, anytime by anyone. The Group will make great efforts to
develop quality standards by focusing on highlighted project for quality
standardisation, and promote the overall development of quality
standardisation work.

Improving material supply management system to regulate
material management, reduce overall costs and promote
material supply value chain management

The Group will establish a material management and control mode
and business process effecting unified management and centralised
implementation, with clearly-defined responsibilities assigned to
functions at different levels. The Group will also establish a scientific
standard supplier management system to improve procurement
efficiency and reduce procurement costs. The Group will build a highly
shared material supply information platform to ensure reasonable
inventory and reduce capital occupation to improve operating efficiency.
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MANAGEMENT DISCUSSION AND ANALYSIS

Strengthening financial planning, consolidating construction
of investment and financing channels, and enhancing financial
analysis capability to facilitate business development

The Group will actively expand the financing platform and various
financing channels, and establish fully-functional investment
management system to strengthen the overall investment management
capabilities. The Group will strengthen assets management by
revitalising the existing assets and effectively managing and utilising
assets to improve its operating efficiency, and improve its financial
analysis and decision-making capabilities by evaluating its business
and financial position to better support its operating decision-making.

Improving human resources system, and strengthening its
support and steering functions in our operations

The Group will gradually adjust its organisational structure according
to the changes in the objectives and business development to achieve
a streamlined and efficient management model with balanced
authority and responsibility as well as separated implementation
and supervision. Moreover, based on the objectives and business
requirements, the Group will continue to optimise and enhance its
human resources management system, organisational development,
recruitments, remuneration packages and etc., so as to improve its core
talent development scheme.

Timely monitoring industry trends and actively seeking merger
and acquisition opportunities

The Group will make dynamic adjustment to the product structure
based on market demand and customer orientation to maximise their
values. The Group will monitor industrial development in a timely
manner, strengthen the integration of upstream resources, seek coal
mine merger and acquisition opportunities, with an aim to enrich the
quality of the Company to meet market and customer demand and
generate higher efficiency.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEET WA T

CORPORATE GOVERNANCE

The Company has complied with the applicable code provisions in the
Corporate Governance Code (the “CG Code”) as set out in Appendix 14 to
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) during the financial year ended
31 December 2017.

EMPLOYEES AND REMUNERATION

As at 31 December 2017, the Group employed 2,027 employees. The
Group has adopted a performance-based reward system to motivate
its staff and such system is reviewed on a regular basis. In addition to
the basic salaries, year-end bonuses may be offered to staff members
with outstanding performance.

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

Moreover, as disclosed in the prospectus of the Company dated 19 June
2009 (the “Prospectus”), the Company adopted a pre-IPO share option
scheme and a post-IPO share option scheme in June 2009 to incentivise
and retain staff members who have made contribution to the success
of the Group. The Directors believe that the compensation packages
offered by the Group to its staff are competitive in comparison with
market standards and practices.
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The Board presents this annual report, together with the audited
consolidated financial statements of the Group for the year ended 31
December 2017 (the “Consolidated Financial Statements”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group
is principally engaged in the coal operation business involving coal
mining, purchase and sales, filtering, storage, blending of coal in the
PRC and shipping transportation. The principal activities of the major
subsidiaries of the Company are set out in Note 19 to the Consolidated
Financial Statements.

BUSINESS REVIEW

Details of the business review information are set out in the section headed
“Management Discussion and Analysis” on pages 6 to 20 of this report
and the section “Corporate Social Responsibility” on pages 62 to 64 of this
report.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated
statement of comprehensive income on page 73 of this report.

The Directors did not recommend the payment of a dividend for the year
ended 31 December 2017.

DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman lIslands, the funds in share
premium account are distributable to shareholders, subject to the
condition that immediately following the date on which the distribution
or dividend is proposed to be made, the Company is able to pay its debts
as they fall due in the ordinary course of business. As at 31 December
2017 and 2016, the Company did not have any distributable reserves.
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DIRECTORS’ REPORT
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association (the “Articles”) or the laws of the Cayman Islands,
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.

FINANCIAL SUMMARY

A summary of the Group’s result for each of the five years ended 31
December 2017 and the Group’s assets, liabilities and equity as at 31
December 2013, 2014, 2015, 2016 and 2017 are set out on page 4 of this
report.

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

During the year ended 31 December 2017, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any listed securities of
the Company.

DIRECTORS

The Directors during the year of 2017 and up to the date of this report
are as follows:

Executive Directors:

Mr. XU Da (Chairman)

Mr. BAl Tao (Chief Executive Officer)

Ms. WANG Jianfei

Mr. FUNG Wai Shing (appointed with effect from 12 April 2017)
Mr. LIU Jinghong (appointed with effect from 12 April 2017)

Independent non-executive Directors:

Mr. HUANG Guosheng
Mr. LAU Sik Yuen
Mr.XING Zhiying
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Pursuant to Article 83(3) of the Articles, the Directors shall have the
power from time to time and at any time to appoint any person as a
Director either to fill a casual vacancy on the Board or as an addition to
the existing Board. Any Director appointed by the Board to fill a casual
vacancy shall hold office until the first general meeting of shareholders
after his appointment and be subject to re-election at such meeting and
any Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following annual general meeting
of the Company and shall then be eligible for re-election. Any Director
appointed pursuant to Article 83(3) of the Articles shall not be taken
into account in determining which particular Directors or the number of
Directors who are to retire by rotation.

Pursuant to Article 84 of the Articles, at each annual general meeting
one-third of the Directors for the time being shall retire from office by
rotation provided that every Director shall be subject to retirement at an
annual general meeting at least once every three years and shall then
be eligible for re-election.

At the forthcoming Annual General Meeting of the Company, Mr. HUANG
Guosheng, Mr. LAU Sik Yuen and Mr. XING Zhiying will retire by rotation
in accordance with Article 84(1) of the Articles. All retiring Directors,
being eligible, would offer themselves for re-election at the Annual
General Meeting.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the Annual
General Meeting has an unexpired service contract with the Company
which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

Save for the Structure Contracts (as defined in the Prospectus), the
details of which are set forth in the paragraphs under “Connected
Transactions” below, no transactions, arrangements and contracts of
significance in relation to the Group’s business to which the Company
and any of its subsidiaries or holding company was a party and in which
a Director is or was materially interested or had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year.
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INDEPENDENCE OF THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of its independent non-executive
Directors the confirmation of his independence pursuant to Rule 3.13
of the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) and the Board considers the independent non-
executive Directors to be independent.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of Directors and senior management are set
out on pages 45 to 49 of this report.

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

As at 31 December 2017, the interests and short positions of the
Directors and chief executive of the Company in the shares, underlying
shares and debentures of the Company or its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(Cap. 571 of the Laws of Hong Kong) (the “SFQ”)), which were required
(a) to be recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO; or (b) to be notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code”)
contained in Appendix 10 to the Listing Rules were as follows:
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Interests in the Company MNAEDNT 2R
Approximate percentage
of issued share capital
Number of shares of the Company (%)
HARATERITRE
RHEE 2R E 2 (%)
Long Short Long Short
Name of Director Nature of interest positions positions positions positions
EENE EEME He RE 3y RE
Ms. WANG Jianfei Beneficial Owner 100,000,000 Nil 4.01 Nil
TR L+ E=MmAA i i
Mr. XU Da* Beneficial Owner 45,135,251 Nil 1.81 Nil
TR EmBAA piia i
Mr. FUNG Wai Shing Beneficial Owner (Note 1) 45,000,000 Nil 1.80 Nil
SRR A& EanlEB A (1) i i
Mr. LIU Jinghong Beneficial owner (Note 2) 2,000,000 Nil 0.08 Nil
B s=a kA& BB A (Fi2) i i
Mr. HUANG Guosheng Beneficial owner (Note 3) 500,000 Nil 0.02 Nil
=R E BEmEAA (Fis3) i i
Mr. LAU Sik Yuen Beneficial owner (Note 4) 500,000 Nil 0.02 Nil
2R A EalEB A (Firs) i i
Mr. XING Zhiying Beneficial owner (Note 5) 500,000 Nil 0.02 Nil
TEREE A A (FisEs) i i
Notes: FI5E

1. The beneficial interest of 45,000,000 shares includes 20,000,000 shares 1.

45,000,0000% A% 17

ey FUROECPSPAN ] ) S

that may be issued pursuant to the full exercise of the options granted to
Mr. FUNG Wai Shing under the Share Option Scheme on 30 April 2015.

T-HFMNA=ZTHRBEEBRETERTIEER
%%FE&H%@%%WH@%W&?E@zo,ooo,ooo
R ©

2. The beneficial interest represents 2,000,000 shares that may be issued 2. BEmEFEEARRR T —AFMA=+ Ef@
pursuant to the full exercise of the options granted to Mr. LIU Jinghong BRI TRIRA S VB EERET
under the Share Option Scheme on 30 April 2015. FERFMEE7TA92,000,000/% 8% 15 ©

3. The beneficial interest represents 500,000 shares that may be issued 3. Eﬁ?ﬂ%@ﬂ?ﬁ%@@ﬁéig—ﬁiﬂazﬂ’ B iR
pursuant to the full exercise of the options granted to Mr. HUANG Guosheng BRI TRRB AL L BREERETT
under the Share Option Scheme on 30 April 2015. fFBF M 37T AI500,0008% B 15 -

4. The beneficial interest represents 500,000 shares that may be issued 4. Eﬁ?fgﬂﬁz’x@ﬁjﬁé\:?*ﬁiﬂaf+ HT@
pursuant to the full exercise of the options granted to Mr. LAU Sik Yuen BRI TR REL CBREERETT
under the Share Option Scheme on 30 April 2015. 05 M 377 /9500,0000% %15 -

5. The beneficial interest represents 500,000 shares that may be issued 5. EmBEFERARRRZZE—RAFHA=FTHIIR

pursuant to the full exercise of the options granted to Mr. XING Zhiying
under the Share Option Scheme on 30 April 2015.

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

Save as disclosed above, as at 31 December 2017, none of the Directors
or chief executive of the Company had interests or short positions in
the shares, underlying shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the SFO)
which were required (a) to be recorded in the register required to be
kept by the Company pursuant to section 352 of the SFO; or (b) to be
notified to the Company and the Stock Exchange pursuant to the Model
Code.

BEBRESESR TSR LEZERIEEZET
{5 % 1 37T H9 500,000 A% A% 17 ©

* BBERESLE TREEFSIFE -

BEXHFREEN  R-F—tE+-A=4—
EREEt£7 VN L
FEAE AR R (3 5.5 % & H S 1 XV
) 2Bl - RBRGREATREA QB SRS
0 235216 2 AR A A R FE B
P9 5 55(b)IR 48 1% <F B A AN A 2 ) BB 22 B
ZHERAR -
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN THE SHARE CAPITAL OF THE
COMPANY

As at 31 December 2017, the interests and short positions of the
persons, other than a Director or chief executive of the Company, in
the shares and underlying shares of the Company as recorded in the

FTERRREAQRTRAF 2 EHER AR

R-ZE—tF+-A=+—8 " TIAL(BX
NRABFRRSTHRAEIN) RARF Z KRG
HERO P - HERARAREES LS K

2

register of interests required to be kept by the Company pursuant to |55 336{§ 17 B 2 #E a5 & 50 M AT a0 8% 2 #E 25 N0k
Section 336 of the SFO were as follows: B
Approximate percentage of
issued share capital of the
Number of shares Company (%)
HAERTEBITRAZ
RGO EE BABE D (%)
Long Short Long Short
Name of shareholder Nature of interest positions positions positions positions
REREE ERME He KA Ha RE
Mr. XU Jihua (Note 1) Beneficial owner 14,229,610 Nil 0.57 Nil
REESLE (MFE1) EnlEA i
Interest in a controlled 1,154,000,000 Nil 46.28 i3
corporation piis
N NI
Fortune Pearl (Note 1) Beneficial owner 1,154,000,000 Nil 46.28 Nil
2 (Misx1) EnEEA i i
China Minsheng Banking Beneficial owner 215,000,000 Nil 8.62 Nil
Corp. Ltd.
B R A RITIRD AR AR EmlaA b i
Note: KoFza

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

Save as disclosed above, as at 31 December 2017, the Company had not
been notified by any persons (other than Directors or the chief executive
of the Company) who had interests or short positions in the shares or
underlying shares of the Company which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO.
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than pursuant to the Pre-IPO Share Option Scheme and the
Share Option Scheme detailed in Note 30 to the Consolidated Financial
Statements, at no time during the year ended 31 December 2017 was
the Company or any of its subsidiaries a party to any arrangements to
enable the Directors to acquire benefits by means of the acquisition of
shares in, or debts securities (including debentures) of, the Company
or any other body corporate and none of the Directors, their spouses or
children under the age of 18, had any rights to subscribe for securities
of the Company, or had exercised any such rights.

PERPETUAL SUBORDINATED CONVERTIBLE
SECURITIES

The Company had outstanding PSCS in the principal amount of
HKD194,700,000 as at 31 December 2017, which was convertible
into ordinary shares in the Company at the initial conversion price of
HKD1.65 per conversion share (subject to adjustments). Assuming
the exercise in full of the conversion rights attaching to the PSCS
at the initial conversion price, a total of 118,000,000 conversion
shares will be issued. The PSCS were held by Fortune Pearl. The
sole ultimate beneficial owner of the Fortune Pearl is Mr. Xu Jihua,
who is the father of Mr. Xu Da and the controlling shareholder of the
Company.
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PERMITTED INDEMNITY PROVISION

Subject to the applicable laws, every director of the Group’s companies
shall be entitled to be indemnified by the relevant company against all
costs, charges, losses, expenses and liabilities incurred by him or her
in the execution and discharge of his or her duties or in relation thereto
pursuant to their respective Articles of Associations. Such provisions
were in force during the course of the financial year ended 31 December
2017 and remained in force as of the date of this report.

REMUNERATION POLICY

The remuneration policy of the Group to reward its employees is
based on their performance, duties and responsibilities, qualifications
and competence displayed. The Group has adopted a performance-
based rewarding system to motivate its employees and such system
is reviewed on a regular basis. In addition to the basic salaries, year-
end bonuses will be offered to those staff members with outstanding
performance.

Emoluments payable to the senior management of the Group are
decided by the remuneration committee of the Board, having regard to
the Group’s operating results, individual experience, performance and
responsibility, and the compensation levels adopted by companies of
comparable size engaging in similar business.

Emoluments payable to the Directors are decided by the remuneration
committee of the Board, having regard to the compensation levels
adopted by companies of similar size engaging in similar business.

Details of the Directors’ emoluments and emoluments of the five
highest paid individuals in the Group are set out in Notes 10 and 11 to
the Consolidated Financial Statements.

MANAGEMENT CONTRACTS

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 during the year.
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MAJOR SUPPLIERS AND CUSTOMERS

The percentages of purchases and sales for the year attributable to the
Group’'s major suppliers and customers were as follows:

S
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TEHREBAREF

AEBEXEHERMEFPMAERBRHEERE ZA
AR

Purchases RABEE
~ the largest supplier — AER 18.2%
~ five largest suppliers in aggregate — IREEEER 70.4%
Sales SHE R
- the largest customer - BAEP 12.0%
~ five largest customers in aggregate -~ hAAREP &R 50.3%

None of the Directors, their close associates or any shareholder (which
to the knowledge of the Directors owns more than 5% of the Company’s
share capital) had an interest in these major suppliers or customers.

CONNECTED TRANSACTIONS

Proposed disposal of entire equity interest in Hong Kong Qinfa
International Trading Limited

On 25 April 2016 and 11 July 2016, the Group entered into a share sale
and purchase agreement and a supplemental agreement with Bo Hai
Investment Limited (“Bo Hai Investment”), a related company wholly
owned by Mr. Xu Jihua, the controlling shareholder of the Company
and a close family member of Mr. Xu Da, an executive Director and
chairman of the Company respectively in relation to the disposal of
entire equity interest in Hong Kong Qinfa International Trading Limited,
a wholly-owned subsidiary of the Company, and its subsidiaries (“HK
Qinfa International Group”) at a consideration of RMB176,740,000.
The principal activities of HK Qinfa International Group are coal mining,
purchase and sales, filtering, storage, blending of coal and shipping
transportation in the PRC. The proposed transaction was subject to
certain conditions precedent as stated in the share sale and purchase
agreement. At 30 April 2017, save that the condition relating to the
approval of the independent shareholders to the entry of the agreement
and the transaction contemplated thereunder at an extraordinary
general meeting had been fulfilled, other conditions precedent had
not been fulfilled. Therefore, the Group and Bo Hai Investment had
entered into a letter of termination dated 30 April 2017 with the effect
of terminating the agreement.

The Group carried out the following continuing connected transactions
(other than continuing connected transactions that are exempted under
Rule 14A.76(1) of the Listing Rules) during the year ended 31 December
2017:

MEEE WEZETHBREATIER (WK
PRl EBARBIBRAG%A EZBR) R&F
T2HERIELPTHEA TR -

BREXS
BERLETREAERERESERATNEE
P& R
RZE-—RFUNA-+RABE - "F+tA
+—8 AEEEYEREERAF (HEER
BD)(KQREBRBERERARANARIEEREFS
ELENERVBRTEALE2ERENEER
A RN EEHE AT HE - AREE T
EARARFZ2EMBRABERLEHBESER
RAINEWMB AR ([BERERERER]) 250
Mg RKEBAAREK176,740,0007T - FEHEZRH
BIREBEMNEIZEZBANPENEHEE - HixiE
B BE - FHE RMEMNEER R HE
FEXBRDEBREMESE TRRGEH - TEE
T -R-ZE—+FMWMA=1H " BAEBRKRES
RIRE EHEB SRR B ERT S e M B TE N
TR S ZIGHBEEKIN - B IRIGFREE
Koo At AEBESEIRERIIVAHA-T
—tFEA =1 B AR E R AR IE e o

AEBRBE_T—tHF+-_A=1T—HILFE
EET T IRERER S (B#ReET EmAA
F14ATOMIERE 2 IBHERZHIN)

Annual Report 2017 —Z—t & F3§

a4 4



. A

l 30 China Qinfa Group Limited FEIZZEBEER AT

DIRECTORS’ REPORT
EEERE

On 12 June 2009, Zhuhai Qinfa Logistics Co., Ltd. (“Qinfa Logistics”),
which is a wholly-owned subsidiary of the Company, each member of the
China Qinfa Group (as defined in the Prospectus), and their respective
equity interest holders (which include Mr. XU Jihua, Mr. XU Da, Mr. LIU
Jingwei and Ms. ZHOU Lusha, all being Controlling Shareholders of the
Company (as defined in the Prospectus)) entered into the Structure
Contracts (as defined in the Prospectus) for a term of 10 years pursuant
to which Qinfa Logistics agreed to pay an annual fee of RMB10,000 to
each member of the China Qinfa Group for the exclusive management
and operation of the coal operation business and the inland shipping
transportation business of the China Qinfa Group, and all economic
benefits and risks arising from the business of the China Qinfa Group
are transferred to Qinfa Logistics. Further details of the Structure
Contracts are set forth in the section headed “Reorganisation and the
Structure Contracts” in the Prospectus.

The Stock Exchange has granted a perpetual waiver pursuant to the
Rule 14A105 of the Listing Rules to the Company for all transactions
under the Structure Contracts from strict compliance with the
applicable announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

In accordance with Rule 14A.56 of the Listing Rules, the Board
engaged the auditor of the Company to perform procedures on the
above continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 (Revised) “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.

The auditor has issued his unqualified letter containing his findings
and conclusions in respect of the continuing connected transactions
in accordance with Rule 14A.56. A copy of the auditor’s letter has been
provided by the Company to the Stock Exchange.

The independent non-executive Directors have confirmed that the
above-mentioned continuing connected transactions for the Company
were entered into: (i) in the ordinary and usual course of the Group’s
business; (i) in accordance with the terms of the respective agreements
governing such transactions on terms that were fair and reasonable
and in the interests of the shareholders of the Company as a whole; and
(iii) either on normal commercial terms or on terms no less favourable
to the Group than those available to or from independent third parties.
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Besides, the independent non-executive Directors have conducted an
annual review on the Structure Contracts and have confirmed that (i)
the transactions carried out during 2017 have been entered into in the
ordinary and usual course of the Group’s business; (ii) the transactions
carried out during 2017 have been entered into in accordance with the
relevant provisions of the Structure Contracts and so that all revenue
generated by China Qinfa Group has been retained by Qinfa Logistics;
(iii) any new contracts or renewed contracts have been entered into on
the same terms as the existing Structure Contracts and are fair and
reasonable so far as the Group is concerned and in the interests of the
shareholders as a whole; and (iv) no dividends or other distributions
have been made by any member of China Qinfa Group to its equity
interest holders.

The Group comprises China Qinfa Group (as defined in the Prospectus)
and Hong Kong Qinfa Group (as defined in the Prospectus). Having
considered the demand for coal imported from overseas into China
and the expansion of the Group’s overseas coal operation business,
the Directors strategically planned to centralise the management and
operation of the Group’s coal business in China and overseas markets
and determined that Hong Kong Qinfa Group should manage and
operate the coal operation business in China through the establishment
of Zhuhai Qinfa Logistics Co. Ltd. (“Qinfa Logistics”), a member of Hong
Kong Qinfa Group and an indirect wholly-owned subsidiary of the
Company in February 2008.

As disclosed in the Prospectus, after verbal consultations with the
relevant PRC governmental authorities at Zhuhai at which the Group
operated its coal business, the Directors understood that the PRC
governmental authorities did not grant Coal Operation Certificates to
foreign equity controlled companies as a matter of practice. In addition,
according to (i) Article 7 of the Regulations on the Management of
Waterway Transport of the PRC promulgated by the State Council on
12 May 1987 and revised on 27 December 2008 and (ii) the Guidance of
Foreign Investment (Amended 2007) and after the verbal consultations
with the relevant PRC governmental authorities at Zhuhai, the Directors
understood that the PRC laws and regulations prohibited the issue
of Waterway Transportation Licences to foreign equity controlled
companies. These views had been confirmed by the PRC legal advisers
of the Company.
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In order to allow Hong Kong Qinfa Group to manage and operate the
coal operation business in China, the Engagement Agreements and
the Pledge Agreements (as defined in the Prospectus) (collectively the
“Structure Contracts”) were entered into under which all the business
activities of China Qinfa Group are managed and operated by Qinfa
Logistics and all economic benefits and risks arising from the business
of China Qinfa Group are transferred to Qinfa Logistics. Pursuant to the
equity transfer agreements dated 25 October 2010, 15 December 2010
and 17 December 2010, equity interests of Qinhuangdao Qinfa Trading
Co., Ltd., Yangyuan Guotong Coal Trading and Transportation Co., Ltd.
and Datong Xiejiazhuang Jinfa Trading and Transportation Co., Ltd have
been transferred to the Group. As of 31 December 2017, Zhuhai Qinfa
Trading Co., Ltd (“Zhuhai Qinfa Trading”) and Zhuhai Qinfa Shipping Co.,
Ltd. (“Zhuhai Qinfa Shipping”) remained controlled by the Group under
the Structure Contracts. As advised by the PRC legal advisers of the
Company, foreign investment is allowed to operate coal trading business
according to the Guidance of Foreign Investment (Amended 2017). As
such, the Company proposes to unwind the contractual arrangement of
Zhuhai Qinfa Trading in due course.

Mr. Xu Jihua, Ms Wang Jianfei, Mr. Xu Da, Zhuhai Qinfa Trading and
Zhuhai Qinfa Shipping entered into the Engagement Agreements and
the Pledge Agreements on 12 June 2009. Qinfa Logistics is entitled
to all the revenue of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping
after deducting all relevant costs and expenses (including taxes)
and has the right to acquire any or all of the equity interests and/
or assets of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping at the
lowest possible amount and at such time as permitted by the relevant
PRC laws and regulations. All equity holders of Zhuhai Qinfa Trading
and Zhuhai Qinfa Shipping have granted to Qinfa Logistics a pledge
over the equity interests in equity holders for the purpose of securing
the performance of the contractual obligations under the Structure
Contracts. Any amendment to the Structure Contracts shall be subject
to the approvals of (i) the directors nominated by Qinfa Logistics to
Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping, and (ii) for the purpose
of promoting good corporate governance, the shareholders in general
meeting. No amendments to the Structure Contracts can be made
unless required under the Listing Rules or approved by Qinfa Logistics
in writing in advance. For details of the Structure Contracts, please refer
to the section headed “Reorganisation and the Structure Contracts” in
the Prospectus.
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The Structure Contracts, taken as a whole, permit the financial results
of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping and economic
benefits of their business to flow onto Qinfa Logistics. In addition, all the
directors in Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping are to be
nominated by Qinfa Logistics. Through its control over the directors of
Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping, Qinfa Logistics is able
to monitor, supervise and effectively control the business, operations
and financial policies of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping
so as to ensure due implementation of the Structure Contracts. The
Structure Contracts also enable Qinfa Logistics to exercise control over
and to acquire the equity interests and/or assets of Zhuhai Qinfa Trading
and Zhuhai Qinfa Shipping at the lowest value and at such time as
permitted by the relevant PRC laws and regulations with an undertaking
from the Controlling Shareholders to provide to Qinfa Logistics all the
consideration received pursuant to any such acquisition. Based on the
Structure Contracts, the Directors consider that, notwithstanding the
lack of equity ownership between members of Zhuhai Qinfa Trading
and Zhuhai Qinfa Shipping and Hong Kong Qinfa Group, Qinfa Logistics
is entitled to control the business of Zhuhai Qinfa Trading and Zhuhai
Qinfa Shipping in substance. On this basis, the financial position and
operating results of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping are
included in the Group’s Consolidated Financial Statements.

As a result of the Structure Contracts, Zhuhai Qinfa Trading and Zhuhai
Qinfa Shipping are accounted for as the Company’s subsidiaries, and
their financial position and operating results are consolidated in the
Group’s Consolidated Financial Statements. The revenue and total
asset value subject to the arrangements under the Structure Contracts
amounted to approximately RMB98,180,000 for the year ended 31
December 2017 and approximately RMB124,778,000 as of 31 December
2017, respectively.

The Structure Contracts are governed by the PRC laws and provide for
the resolution of disputes through arbitration in accordance with the
arbitration rules of China International Economic and Trade Arbitration
Commission in force at that time (the “CIETAC Arbitration Rules”) in
China. Accordingly, the Structure Contracts would be interpreted in
accordance with the PRC law and any disputes would be finally resolved
by arbitration in accordance with the CIETAC Arbitration Rules.
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There are risks involved with the operation of the Group under the
Structure Contracts. To the best knowledge of the Directors, if the
Structure Contracts are considered to be in breach of any existing or
future PRC laws or regulations, the relevant regulatory authorities would
have broad discretion in dealing with such breach, including:

- imposing economic penalties;

- discontinuing or restricting the operations of Hong Kong Qinfa
Group or Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping;

- imposing conditions or requirements in respect of the Structure
Contracts with which Zhuhai Qinfa Trading and Zhuhai Qinfa
Shipping may not be able to comply;

- requiring the Group to restructure the relevant ownership
structure or operations;

- taking other regulatory or enforcement actions that could
adversely affect the business of the Group; and

- revoking the business licences and/or the licences or certificates
of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping and/or voiding
the Structure Contracts.

The Group takes the following measures to mitigate the risk and to
ensure proper implementation of the Structure Contracts:

(a) as part of the internal control measures, major issues arising
from implementation and performance of the Structure
Contracts are reviewed by the board of directors of Qinfa
Logistics on a regular basis which is no less frequent than on a
quarterly basis;

(b) matters relating to compliance and regulatory enquiries from
governmental authorities (if any) are discussed at such regular
meetings which is no less frequent than on a quarterly basis;
and

(c) the relevant business units and operation divisions of the Hong
Kong Qinfa Group report regularly, which is no less frequent than
on a monthly basis, to the senior management of Qinfa Logistics
on the compliance and performance conditions under the
Structure Contracts and other related matters.
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The Board confirmed that there is no material change in the contractual
arrangements under the Structure Contracts and/or the circumstances
under which they were adopted, and their impact on the Group. The
Board also confirmed that save for the removal of restrictions on
foreign equity controlled companies to operate coal trading business
as disclosed above, there is no removal of restrictions that led to the
adoption of the Structure Contracts.

In January 2015, the Ministry of Commerce of the PRC (the “MOFCOM”)
published the draft Foreign Investment Law (the “Draft FIL”) under
which a foreign investor may be permitted to invest directly or indirectly
in restricted industries (i.e. without the need to use contractual
arrangements), so long as the foreign investor’s ultimate control
person(s) is/are PRC investors, subject to competent authorities’
approval and certain limitations. The explanatory memorandum
accompanying the Draft FIL proposed three options for dealing with
existing VIE structures. According to these three options, a foreign
investor would only be able to retain its business under contractual
arrangements after the Draft FIL becomes effective if it is in fact
controlled by PRC investors, subject to reporting or verification, or
otherwise with MOFCOM’s prior approval.

Based on the fact that Mr. Xu Jihua holds 42.12% of the issued share
capital of the Company (excluding the conversion effect of PSCS), and
is hence capable of exerting decisive impact on the management and
decisions of China Qinfa Group through the Structure Contracts, the
PRC legal advisers of the Company advise that Mr. Xu Jihua is likely to
be deemed as “ultimate control person” under the Draft FIL and that the
contractual arrangements under the Structure Contracts are likely to be
permitted to continue under the Draft FIL.

Since a number of legislative stages have to be undergone before the
promulgation and implementation of the new Foreign Investment Law,
the Directors are given no reasonably sufficient evidence to believe that
the new Foreign Investment Law will be adopted immediately and/or the
new Foreign Investment Law will be the same content or form with the
Draft FIL and the accompanying notes. The Company will keep a close
eye on the development of legislation and retain external legal advisers
who will advise on the effect and the possible solutions to ensure that
timely reaction and necessary adjustment is made in accordance with
the new Foreign Investment Law, and the relevant rules and regulation
taking effect in the future.
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Details of the related party transactions of the Group for the year ended
31 December 2017 are set out in Note 35 to the Consolidated Financial
Statements. The related party transactions as disclosed in Note 35(b) to
the Consolidated Financial Statements constituted exempt continuing
connected transactions under Chapter 14A of the Listing Rules and
accordingly, are exempted from the disclosure requirements in Chapter
14A of the Listing Rules. The related party transactions as disclosed in
Note 35(a), (c) and (d) to the Consolidated Financial Statements are not
regarded as connected transactions under chapter 14A of the Listing
Rules.

The PSCS was approved by the independent shareholders on 31
December 2012 and the Company had elected to defer distribution
payments for the year ended 31 December 2017 of HKD5,841,000
pursuant to the terms of the PSCS.

The Directors confirm that the Company has complied with the
disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

SHARE OPTION SCHEMES

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

Pre-IPO Share Option Scheme

Pursuant to the sole shareholder’s written resolutions passed on 12
June 2009, the Company adopted the Pre-IPO Share Option Scheme
whereby 26 employees of the Group were granted the rights to
subscribe for shares.

The purpose of the Pre-IPO Share Option Scheme is to recognise the
contribution by certain employees towards the growth of the Group and/
or the listing of the shares on the Stock Exchange. The principal terms
of the Pre-IPO Share Option Scheme are substantially the same as the
terms of the Share Option Scheme, except that:

(i) the exercise price per share; and

(i) the total number of shares which may be issued pursuant to
options granted under the Pre-IPO Share Option Scheme.
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Save for the options which have been granted under the Pre-IPO Share BRI B A AR ERTERES 2125 B
Option Scheme, no further options will be offered or granted under the — #4) » AR B A AFEER B EST 28
Pre-IPO Share Option Scheme, as the right to do so has been terminated  — 45 T iF HEENRE - RZEF DR A TE
upon the listing of the shares on the Stock Exchange. No share is RN EHAAT EHBLIE - BB EH N AFEER
available for issue under the Pre-IPO Share Option Scheme. BEAS st &I AR () A] F 37T o

Set out below is further information on the outstanding options granted ~ MR HE] » BIE B A AF R ERERES 2

under the Pre-IPO Share Option Scheme as at the date of this report: HMATEHERLEERENE —SHEHN T
B
Number of share options outstanding
HARTERRERE
Approximate
percentage
of issued
share capital
At Exercised Lapsed At Exercise of the
Category/Name of 1 January during during 31 December price Company
Participant Date of grant 2017 the year the year 2017 HKD Exercise period (%)
AT
i 7 BRTREMN
—E-tF R —B-t§  f7KE R
SREER/HE REAH -A-H ERTE  RERAM +=A=1-H B TEH (%)
Employees 12 June 2009 9,600,000 - (2,000,000) 7,600,000 1.26 12June 2009 to 0.30
&8 ZEEAFRATZR 11June 2019
ZZTNE
~ATZRZE
“TNF
~AT—H
Total 9,600,000 - (2,000,000) 7,600,000 0.30
att
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Notes:

1.

The exercise price per share is HKD1.26 per share.

Each option granted under the Pre-IPO Share Option Scheme has a vesting
period of one to three years commencing from 3 July 2009, being the listing
date of the shares on the Stock Exchange. The Company has no legal or
constructive obligation to repurchase or settle the option in cash.

Each of the grantees to whom options have been granted under the Pre-IPO

Share Option Scheme will be entitled to exercise:

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

(b) 30% of the total number of the options from the expiry of the second

anniversary of the Listing Date; and

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

The fair value of options granted under Pre-IPO Share Option Scheme was

determined using the “Binomial Option Pricing Model”.

The significant inputs into the model were:

. risk-free rate of return — 3.03% per annum;

. forecast fluctuations in share price — 56%; and

- forecast dividend yield - 1.50% per annum.

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

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

As at 31 December 2017, the total number of share options outstanding
under the Pre-IPO Share Option Scheme was 7,600,000.
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Share Option Scheme

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

The purpose of the Share Option Scheme is to provide incentive or
reward to eligible persons (including full time or part time employees,
executive, non-executive directors and independent non-executive
directors of our Group) for their contribution to, and continuing efforts
to promote the interests of, the Company and to enable the Company
and its subsidiaries to recruit and retain high-caliber employees.

The subscription price shall be a price determined by the Directors, but
shall not be less than the highest of (i) the nominal value of the share;
(ii) the closing price of the shares on the date of the offer; and (iii) the
average closing price of the shares for the five trading days immediately
preceding the date of the offer.

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

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

On 17 January 2012, the Company has granted share options (the
“Options”) to subscribe for a total of 20,751,196 new ordinary shares of
the Company under the Share Option Scheme to 15 eligible participants
of the Share Option Scheme at the exercise price HKD1.50 per share
(which represents the highest of (i) the closing price of HKD1.50 per
share as stated in the Stock Exchange’s daily quotation sheet on the
date of grant; (ii) the average closing price of HKD1.392 per share as
stated in the Stock Exchange’s daily quotation sheets for the 5 trading
days immediately preceding the date of grant; and (i) the nominal value
of HKDO0.10 per share). The Options are valid for a period of 10 years
from 17 January 2012 to 16 January 2022. None of the Grantees is a
director, chief executive or substantial shareholder of the Company or
an associate (as defined in the Listing Rules) of any of them.
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The Options may be exercisable at any time during the option period,
provided that the maximum number of Options which each Grantee is
entitled to exercise at the below period shall not exceed:

(@) in respect of the period from 17 January 2012 to 16 January 20183,
40% of the total number of Options granted to him;

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

(c) in respect of the period from 17 January 2014 to 16 January 2015,
30% of the total number of Options granted to him.

On 30 April 2015, the Company has further granted Options to subscribe
for a total of 157,500,000 new ordinary shares of the Company under
the Share Option Scheme to eligible participants of the Share Option
Scheme at the exercise price HKD0.485 per share (which represents
the highest of (i) the closing price of HKD0.485 per share as stated in
the Stock Exchange’s daily quotation sheet on the date of grant; (ii) the
average closing price of HKDO0.484 per share as stated in the Stock
Exchange’s daily quotation sheets for the 5 trading days immediately
preceding the date of grant; and (iii) the nominal value of HKDO0.10
per share). The Options are valid for a period of 10 years from 30 April
2015 to 29 April 2025. Among the total of 157,500,000 Options granted,
23,500,000 were granted to the Directors (including two eligible
participants who were employees as at the date of grant and were
appointed as Director on 12 April 2017). The remaining share options
of 134,000,000 were granted to other eligible participants who are not
directors, chief executive or substantial shareholders of the Company,
nor an associate (as defined in the Listing Rules) of any of them.

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

(@) in respect of the period from 30 April 2015 to 29 April 2016, 40% of

the total number of Options granted to him;

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

(c) in respect of the period from 30 April 2017 to 29 April 2018, 30% of
the total number of Options granted to him.
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Set out below is further information on the outstanding options granted RS IEET B4R H A M R T TR BB AR AV — 20 5F
under the Share Option Scheme as at the date of this report: IHEHINT

Number of share options outstanding

AAR{TEEAREE A
Approximate
percentage of
issued share
Effect of Exercised Lapsed At Exercise capital of
At1January  appointment during during 31 December price  Exercise the Company
Category/Name of participant Date of grant 2017 of Directors the year the year 2017 HKD  period (%)
R R ERE
“E-tf EZRf “B2-tF fIRE BRAIRE
SREERN /14 RHEH -A-H ¥E RERGE  RMFRXY TZAZT-B B TE8 BABAL(%)
Executive Directors
HiTEs
Mr. FUNG Wai Shing 30 April 2015 - 20,000,000 - - 20,000,000 0485  30/04/2015t0 080
(Appointed with effect from 12 April 2017) —Z-REMA=1A 29/04/2025
HERE —Z-1%
(EZ3—tFNAT-AEEZMA) MmA=1AZ
“3C1F
mA=thA
Mr.LIU Jinghong 30 April 2015 - 2,000,000 - - 2,000,000 0485  30/04/2015t0 008
(Appointed with effect from 12 April 2017) “E-nERA=1A 29/04/2025
v ik
(EZE2—tENATZRREZM) MA=+HZ
“E-F1F
mA-thH
Independent non-executive Directors
BUFHTES
Mr. HUANG Guosheng 30 April 2015 500,000 - - - 500,000 0485 30/04/2015t0 002
ERBEE “E2-nEMA=TA 29/04/2025
“E-nE
A=tRZ%
“E°FRF
MA-t/H
Mr. LAU Sik Yuen 30 April 2015 500,000 - - - 500,000 0485 30/04/2015t0 002
ABREE “E-nfF 29/04/2025
MA=+H “Z-1f
A=tRZ
ik
mAZthA
Mr.XING Zhiying 30 April 2015 500,000 - - - 500,000 0485 30/04/2015t0 002
WEELE —Z-r5MA=1A 29/04/2025
ik
A=TRZ
“E-0F
MmA-thA
Sub-total 1,500,000 22,000,000 - - 23,500,000 094
et

Annual Report 2017 —Z—t & F3§

a4 4




' 42 China Qinfa Group Limited FEIZZEBEER AT

DIRECTORS’ REPORT

EEERE
Number of share options outstanding
mAITREREYE
Approximate
percentage of
issued share
Effect of Exercised Lapsed At Exercise capital of
At1January  appointment during during 31 December price  Exercise the Company
Category/Name of participant Date of grant 2017 of Directors the year the year 2017 HKD  period (%)
I R AT
“E-tE EZie “E-tF  RE BRTRE
SREER /B4 RHiAH -A-A Z¥E  RERGTE  RERAXN TZAZt-B B TEH BOBAL(%)
Employees 17 January 2012 8,152,256 - - (2964457) 5,187,798 150 17/01/201210 021
B8 “E-CF-ATtR 16/01/2022
“F--F
—-AttAEZ
“E-CF
—-At7A
30 April 2015 125,000,000 (22,000,000) - - 103,000,000 0485  30/04/2015t0 413
“Z-RENA=TA 29/04/2025
—E-nf
MA=tHZ
“ZoRE
mAZTHA
Sub-total 133,152,265 (22,000,000) - (2964457) 108187798 434
it
Total 134,652,255 - - (2964457) 131,687,798 5.28
4it
Notes: BfsE
The fair value of options granted on 17 January 2012 and 30 April 2015 under D RIR-—"ZE——F—A+tAR-FT—FHAFNA=+
Share Option Scheme respectively was determined using the “Binomial Option ~ HRIEERET SR L NBREN AR BIIEA =
Pricing Model”. The significant inputs into the model were: g;ﬁﬁ%ﬁﬁfﬁ%ﬁﬂj BT BAZEBEANZIZHA

. risk-free rate of return — 1.51% and 1.64% per annum respectively;
. forecast fluctuations in share price - 55.31% and 53.89% respectively; and
«  forecast dividend yield = 2.11% and 0% per annum respectively.

Based on the inputs above to the “Binomial Option Pricing Model”, the total
fair value of the outstanding options as at the grant date (i.e. 17 January
2012 and 30 April 2015 respectively) was approximately HKD11,642,000 and
HKD28,667,000. The “Binomial Option Pricing Model” is designed to assess
the fair value of options and is a common choice among various option pricing
models for assessing the fair value of options. The value of the options depends
on the valuation arrived at based on certain subjective assumptions on
variables. Any changes in the variables used may cause a substantial effect on
the assessment of the fair value of the options.

As at 31 December 2017, the total number of share options outstanding
under the Share Option Scheme was 131,687,798 and there was no
option available for grant under the Share Option Scheme as at the date
of this report.
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As at 31 December 2017, the aggregate number of share options
outstanding under the Pre-IPO Share Option Scheme and the Share
Option Scheme was 139,287,798.

BANK AND OTHER BORROWINGS

The total bank and other borrowings of the Group as at 31 December
2017 amounted to approximately RMB6,045.9 million. Particulars of the
bank and other borrowings are set out in Note 27 to the Consolidated
Financial Statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained
sufficient public float with at least 25% of the shares held by the public
as required by the Listing Rules as at the date of this report.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors is or was interested in any business apart from
the Group’s business, that competes or is likely to compete (either
directly or indirectly) with the Group’s business at any time during the
year ended 31 December 2017 and up to the date of this report, save for
Mr. XU Jihua’s legal ownership in the equity interest in members of the
China Qinfa Group.

As disclosed in the Prospectus, the Controlling Shareholders and the
executive Directors (collectively, the “Covenantors”) have entered into a
deed of non-competition dated 12 June 2009 in favour of the Company.
The Covenantors have provided the Group with written confirmations
that they and their associates (other than members of the Group) have
fully complied with the deed of non-competition throughout the year
ended 31 December 2017.

The independent non-executive Directors have conducted an
annual review on the Covenantors’ compliance with the deed of non-
competition, the options, pre-emptive rights or first rights of refusals
provided by the Controlling Shareholders on their existing or future
competing businesses.

During the year ended 31 December 2017, the Covenantors and their
respective close associates did not direct any Business Opportunity
(as defined in the Prospectus) to the Group. Therefore, the independent
non-executive Directors did not conduct any review on the decision
made in relation to Business Opportunity.
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TAXATION OF HOLDERS OF SHARES
Hong Kong

The purchase, sale and transfer of shares registered in the Company’s
Hong Kong branch register of members will be subject to Hong Kong
stamp duty. The current rate charged on each of the purchaser and
seller (or transferee and transferor) is 0.1% of the consideration or, if
greater, the fair value of the shares being bought/sold or transferred
(rounded up to the nearest HKD’000). In addition, a fixed duty of
HKD5.00 is currently payable on an instrument of transfer of shares.

Profits from dealings in the share arising in or derived from Hong Kong
may also be subject to Hong Kong profits tax.

Cayman Islands

Under the present Cayman Islands laws, transfers and other
dispositions of shares in the Company are exempt from Cayman Islands
stamp duty.

Consultation with professional advisers

Intending holders and investors of the Company’s shares are
recommended to consult their professional advisers if they are in
any doubt as to the taxation implications (including tax relief) of
subscribing for, purchasing, holding, disposing of or dealing in shares. It
is emphasised that none of the Company or its Directors or officers will
accept any responsibility for any tax effect on, or liabilities of, holders of
shares in the Company resulting from their subscription for, purchase,
holding, disposal of or dealing in such shares.

AUDITOR

A resolution will be submitted to the forthcoming annual general
meeting to re-appoint Moore Stephens CPA Limited as auditor of the
Company.

On behalf of the Board,
XU Da
Chairman

Guangzhou, 27 March 2018
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS
Executive Directors

Mr. XU Da (#3£), aged 32, was appointed as an executive Director on 9
October 2014. Mr. XU is also a Chairman of the Group. Mr. XU achieved
a bachelor degree in 2008. Mr. XU has more than 5 years of working
experience in thermal coal procurement operation from overseas. He
joined the Group as import and export manager in 2009. Mr. XU did not
hold other directorship in any listed companies during the last three
years.

Mr. BAl Tao (H #8), aged 34, was appointed as an executive Director on 9
October 2014. Mr. BAl is also the chief of executive officer and a member
of the remuneration committee and nomination committee of the Board.
Mr. BAI graduated from Cardiff University with a bachelor and master
degree in civil engineering. Mr. BAl has more than 5 years of working
experience in construction project management. He joined the Group as
general manager of Zhuhai Henggin Coal Exchange Centre in 2012. Prior
to joining the Group in 2012, Mr. BAl worked as a manager of engineering
management department in a company listed in the Shanghai Stock
Exchange. Mr. BAI did not hold other directorship in any listed companies
during the last three years.

Ms. WANG Jianfei (£ 8 ), aged 47, was appointed as an executive
Director on 6 May 2008. Ms. WANG is principally responsible for the
Group’s overall management and operation. Ms. WANG obtained an
associate degree in Computer Science by Angeles University Foundation
in consortium with Hebei Business College in 1995. Ms. WANG completed
an Executive MBA Programme sponsored by the FERARKERKBE
IR B 4% 4 AT FE AR L (Risk Capital and Network Economy Research
Center of China Renmin University) and Bt E 5344 (China
Enterprise Management Training Center) in 2002. Ms. WANG has more
than 15 years of enterprise management and operation experience
Before joining the Group in 2000, Ms. WANG worked in R84 %53 (=

£8) BRAF (COFCO Industry (Qinhuangdao) Pangthai Co., Ltd) from
1995 to 2000. Ms. WANG has been a director of Tiaro Coal Limited, a
company listed on the Australian Securities Exchange, since 30 November
2009. Save as disclosed above, Ms. WANG did not hold any directorship in
other listed companies during the last three years.
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Mr. FUNG Wai Shing (&), aged 48, was appointed as an executive
Director on 12 April 2017. Mr. FUNG is also the Company Secretary and
Chief Finance Officer of the Group. Mr. FUNG graduated from University
of London and The Hong Kong Polytechnic University with a bachelor
degree in banking and finance and MBA in finance respectively. Mr. FUNG
is an associate member of each of the Hong Kong Institute of Certified
Public Accountants and Association of Chartered Certified Accountants
with over 20 years’ experience in finance, auditing and accounting fields.
Mr. FUNG joined the Group in 2014. Prior to joining the Group, he was
the chief financial officer of a private group since June 2010. He was
the qualified accountant and company secretary of Ko Yo Chemical
(Group) Limited (previous stock code: 8042, current stock code: 827) from
February 2002 to December 2005. Mr. FUNG was also the independent
non-executive directors of TLT Lottotainment Group Limited (stock code:
8022) from 12 August 2008 to 11 July 2012.0n 16 August 2017, Mr. FUNG
was appointed as an independent non-executive director of e-Kong
Group Limited (stock code: 524). Save as disclosed above, Mr. FUNG did
not hold any directorship in any other listed companies in Hong Kong or
overseas in the past three years.

Mr. LIU Jinghong (8] & #I), aged 48, was appointed as an executive
Director on 12 April 2017. l\/lr. LIU finished his post-secondary education
in Heilongjiang University in 1994. In the same year, Mr. LIU passed the
National Judicial Examination and qualified as an attorney in the PRC.
From 1994 to 2014, he practiced as a civiland commercial attorney in two
law firms in the PRC. During the period from 2007 to 2010, he pursued
further studies in China University of Political Science and Law. From
2010 to 2012, he acted as chief legal officer of a private company in the
PRC. In 2014, he joined the Group as chief legal officer and was later
promoted to Vice President. Mr. LIU did not hold other directorship in any
listed companies during the last three years.
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Independent non-executive Directors

Mr. HUANG Guosheng (E Bl B¥), aged 75, was appointed as an independent
non-executive Director on 12 June 2009. Mr. HUANG is also a member of
the audit committee and the chairperson of the nomination committee
and remuneration committee of the Board. Mr. HUANG graduated
from FEIRKE (Zhong Nan University), formerly known as & & &
ft (Chang Sha Railway College), majoring in railway transportation in
1965. Mr. HUANG served as the head of EJE#/E (Guangzhou Port
Authority) in 1994. Mr. HUANG was appointed as a visiting professor
by F/&8EKE (Shanghai Maritime University), formerly known as
8/8EZRT (Shanghai Maritime Transportation College), in 1996. Mr.
HUANG is also a senior engineer in railway transportation and has
enjoyed a special government allowance granted by the State Council
since 1992 for his outstanding contribution in engineering technology
for the nation. Mr. HUANG did not hold any directorship in other listed
companies during the last three years.

Mr. LAU Sik Yuen (885)%), aged 51, was appointed as an independent
non-executive Director on 12 June 2009. Mr. LAU is also the chairman
of the audit committee of the Board. Mr. LAU graduated with a bachelor
degree of science in Business Administration from Oregon State
University in 1989. Mr. LAU is a fellow of the Hong Kong Institute of
Certified Public Accountants as well as a member of the American
Institute of Certified Public Accountants. Mr. LAU has been serving as
the chief financial officer and company secretary of Xinyi Glass Holdings
Limited, a company listed on the Main Board of the Stock Exchange,
since April 2003. Prior to joining Xinyi Glass Holdings Limited in 2003,
Mr. LAU was the financial controller of a subsidiary of NWS Holdings
Limited, a company listed on the Main Board, for over three years and
had worked with an international accounting firm in Hong Kong for
five years. Mr. LAU was appointed as an independent non-executive
director of Dragon Crown Group Holdings Limited (“Dragon Crown”) on
30 November 2010. Dragon Crown was listed on the Main Board of the
Stock Exchange on 10 June 2011. Mr. LAU was also appointed as an
Independent non-executive Directors of SDM Group Holdings Limited
(*SDM Group”) on 26 September 2014, SDM Group was listed on GEM
Board of the Stock Exchange on 13 October 2014. From 3 September
2013 to 29 December 2014, Mr. LAU was also a non-executive director of
ZMFY Automobile Glass Services Limited, the shares of which are listed
on the GEM Board of the Stock Exchange. Save as disclosed above, Mr.
LAU did not hold any directorship in other listed companies during the
last three years.
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Mr. XING Zhiying (JRZ& &), aged 67, was appointed as an independent
non-executive Director on 22 January 2013. Mr. XING received a
Bachelor of Arts from ALK& (Sun Yat-sen University) in Guangzhou,
the People’s Republic of China (the “PRC”). Mr. XING is also a member
of the audit committee, the remuneration committee and the
remuneration committee of the Board. Mr. XING served in various
managerial roles, including the vice president of the Guangdong
Branch, the president of the Hainan Branch and the senior expert in
the Industrial and Commercial Bank of China from 1996 to 2011. He is
currently a =&AL 7ERD (senior economist) and a member of A Bl & &l
E@ (the China Society for Finance and Banking). Mr. XING has been
appointed as an independent non-executive director of R+ H & E
AR AT (Zhongke Richland Asset Management Co., Limited) since
2016. From 2011 to 2017, Mr. XING was also an independent director of
FEEIRYT (China Mercantile Bank) in Shenzhen. Mr. XING did not hold
any directorship in other listed companies during the last three years.

SENIOR MANAGEMENT

Mr. YU Tao (F3F), aged 45, is the vice president of the Group. Mr. YU
is responsible for both domestic and international shipping business
of the Group. Mr. YU has a Master degree of Maritime Law of Dalian
Maritime University, is a professional manager with rich experiences in
international shipping practice and management. Mr. YU has worked on
board of vessel and then engaged in shipping practice and management
for over 17 years. Mr. YU joined the group in 2008 and worked as
shipping manager, deputy shipping general manager, and was appointed
as shipping general manager in 2013.

Mr. BAI Lei (B &), aged 51, is the vice president of the Group, and
is principally responsible for domestic investments and financial
planning matters. He takes full charge of domestic financial operation,
development strategies and ensuring the efficient operation of financial
systems. Mr. BAl graduated from LA AE: (Jiangxi University) in 1989
with a bachelor degree of enterprise management and subsequently
obtained the qualification of accountant. Mr. BAI held the positions
on financial and finance aspects in various institutions and had
accumulated more than 20 years of working experience in relation
thereto. Mr. BAl joined the Group in 2016 when he was appointed as the
financial controller in China. He was appointed as the vice president of
the Group in 2017.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Ql Jinyuan (B $8R), aged 49, is the vice president of the Group, and
is principally responsible for the management and operation works on
coal mine business. Mr. QI graduated from Renmin University of China
in 1990 with a bachelor’s degree in national economic planning and
management, and obtained a master degree in business administration
from i b & & # & (Hebei Provincial Party School) in 2003. Mr. Ql
has more than 20 years of experience in the field of investment
management and financial planning with specialty in taxation planning
works on financial aspect. Mr. QI was appointed as the vice chairman
of Shanxi Huameiao Energy Group Company Limited, a member of the
Group in September 2015 and as the vice president of the Group in
February 2016.

Mr. MA Jihai (B 538), aged 50, is the general manager of coal mine
division of the Group. He is responsible for mine production policies
performance, efficiency promotion and ensuring the implementation
of regulations. Mr. MA graduated from & & T %¥ KX £ (Changchun
University of Technology) in 2013 with a bachelor degree in the major
of coal mining technology. Mr. MA has more than 20 years of working
experience in coal mine related industries. He is very familiar with
coal operation and environment, and has therefore made significant
contribution to coal mine business of the Group.

Mr. JIA Min (ER), aged 52, is the vice president of the Group, and is
in charge of coal mine division. Mr. JIA graduated from LUEREHE A2
(Shangdong University of Science and Technology) in 2003 majoring
in mining engineering, and obtained a master degree in business
administration from E§F A2 (Nankai University) in 2006. Mr. JIA joined
the Group in 2017. Before joining the Group, he has been awarded many
honorary titles such as 2 BIE k2 EF K (National Excellent Mine
Director of Coal Enterprise), Advanced Worker in Progress of MR EH%
L5 TYEH (Coal Science and Technology), and IUIEREEBHFLER
(Excellent Entrepreneur of Shandong Province) for many times. Mr. JIA
has more than 30 years of experience in the production management
and mining technology in the coal industry. With outstanding working
performance, he has created many industrial records in China, Asia, and
even the world.

Mr. BAO Yupeng (2 EB), aged 41, is the vice president of the Group,
and is principally responsible for human resources, administrative
management, and planning operation. Mr. BAO graduated from W&
B RE (Inner Mongolia University) in 2000 majoring in international
trade. He joined the Group in 2017. Mr. BAO has more than 18 years
of experience in human resource management and many years of
experience in operational management. Before joining the Group, he
worked in large real estate groups in the PRC with extensive experience
in management, responsible for regional expansion, operation, and
human resource management.
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CORPORATE GOVERNANCE PRACTICES

The Company is dedicated to maintaining and ensuring high standards
of corporate governance practices. The corporate governance principles
of the Company emphasise on accountability and transparency and are
adopted in the best interest of the Company and its shareholders. The
Board reviews its corporate governance practices from time to time in
order to meet the rising expectations of shareholders and to fulfil its
commitment to excellence in corporate governance.

The Company has adopted the Corporate Governance Code as set out
in Appendix 14 to the Listing Rules as its corporate governance code
of practices since the listing of its shares on the Stock Exchange. In
the opinion of the Board, the Company had complied with the code
provisions as set out in the Corporate Governance Code throughout the
year ended 31 December 2017.

BOARD OF DIRECTORS
Responsibilities and Delegation

The Board is charged with providing effective and responsible
leadership for the Company. The Board takes responsibility to oversee
all major matters of the Company, including the formulation and
approval of the Group’s overall objectives and strategies, internal
control and risk management systems, monitoring its operating and
financial performance, performing the corporate governance duties and
evaluating the performance of the senior management. The Directors,
individually and collectively, have to make decisions objectively in the
best interests of the Company and its shareholders.

All Directors have access to the senior management of the Group
and the company secretary. Management information is provided to
enable them to participate at the meetings or as and when requested.
The company secretary provides secretarial support to the Board and
ensures adherence to Board procedures and the relevant rules and
regulations which are applicable to the Company.

The Board reserves for its decision on all major matters of the Company,
including the approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management systems,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of directors and other
significant financial and operational matters.
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The day-to-day management, administration and operation of
the Company are managed by the executive Directors and senior
management of the Company under the leadership of the Chief
Executive Officer. The Board has delegated a schedule of responsibilities
to these officers for the implementation of Board decisions. The Board
periodically reviews the delegated functions and work tasks. Prior to
entering into any significant transactions, the aforesaid officers have to
obtain Board approval.

Board composition

The Board currently consists of eight Directors, five of whom are
executive Directors and three are independent non-executive Directors.

Executive Directors:

Mr. XU Da (Chairman)

Mr. BAIl Tao (Chief Executive Officer)
Ms. WANG Jianfei

Mr. FUNG Wai Shing

Mr. LIU Jinghong

Independent non-executive Directors:
Mr. HUANG Guosheng

Mr. LAU Sik Yuen

Mr. XING Zhiying

All five executive Directors are responsible for implementing the
business strategies and managing the business of the Group in
accordance with all applicable rules and regulations, including, but not
limited to, the Listing Rules. All Directors (including the independent
non-executive Directors) have been consulted on all major and material
matters of the Group. The Company maintains appropriate directors’
and officers’ liabilities insurance.
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The number of independent non-executive Directors has met the
requirements under the Listing Rules and Mr. LAU Sik Yuen has
appropriate accounting professional qualifications. The independent
non-executive Directors bring a variety of experience and expertise to
the Company. Biographical details of the independent non-executive
Directors are set out on pages 47 to 48 of this annual report. Each of
the independent non-executive Directors has confirmed in writing of
his independence pursuant to Rule 3.13 of the Listing Rules. The Board
is of the view that all independent non-executive Directors meet the
independence guidelines set out in Rule 3.13 of the Listing Rules.

All the appointments of Directors are subject to retirement by rotation
and re-election at the annual general meeting of the Company in
accordance with the Articles.

Minutes of Board meetings are being kept by the company secretary of
the Company and are available for inspection by the Directors.

During the year ended 31 December 2017, the Company held an annual
general meeting and the Board held five Board meetings, all of which
were convened in accordance with the Articles, and the individual
attendance of each Director is set out below:

BIUFAITEEMABN A LMARRORE - M
BHREERAEE 2GR ERENR - BN
TEERARBTREEEREZ RN - B
FATEFEEFBHNANFRELTELLE -
BBUFNTEFCHREMBRAEI 13 ZR
EREBY I ELEmMER - EESRAR/MEBE
VIMITERHNE EMRRIESMEMENE
M EMIESIRE ©

EZNYEREARRERMANNARRRRE
FARGWRREREE -

EEERAZRBEHAARFAZARNWERE - A
AHEEER -

BE_Z—+F+-_RA=+—HILFE  ARF
BT -RABERBFEAEG  MEFGHBITAR
Exgea (MESRUREERARAEHM) -
BSEEEALFEREINGNT

Number of attendance/
Number of meetings
entitled to attend
HERE S EREERE
Name of Directors EEpgs General Meeting Board Meeting
RERS Exged
Ms. WANG Jianfei TRIRLZ+ 1/1 5/5
Mr. XU Da R EEE 01 5/5
Mr. BAl Tao SR 01 5/5
Mr. FUNG Wai Shing BEK T A 11 3/3
(Appointed with effect from 12 April 2017) (BZZT—+FMA+-_HEEEST)
Mr. LIU Jinghong E AR S 0/1 3/3
(Appointed with effect from 12 April 2017) (A= Z—+FWA+_-_AREZRT)
Mr. HUANG Guosheng =B A 1/1 5/5
Mr. LAU Sik Yuen IR EE 1/1 5/5
Mr. XING Zhiying AR A 11 5/5
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. XU Da is the chairman of the Board and an executive Director,
responsible for providing advice for the overall management and
strategic development and overseeing the operation of the Board.
Mr. BAI Tao, an executive Director, is the Chief Executive Officer,
who is responsible for the Group’s overall management, corporate
development, strategic planning and the supervision of day-to-day
operation. The segregation of duties and responsibilities between the
chairman and the chief executive officer ensures a balance of power
and authority.

REMUNERATION COMMITTEE

The Board established a remuneration committee on 12 June 2009
with specific written terms of reference. The remuneration committee
consists of an executive Director, Mr. BAl Tao and two independent non-
executive Directors, namely Mr. HUANG Guosheng and Mr. XING Zhiying.
Mr. HUANG Guosheng is the chairperson of the remuneration committee
of the Board.

The primary duties of the remuneration committee of the Board
are to review and determine the terms of remuneration packages,
bonuses and other compensation payable to the Directors and senior
management of the Group. The remuneration committee is also
responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no Director or
any of his/her close associates will participate in deciding his/her own
remuneration, which remuneration will be determined by reference to
the performance of the individual and the Company as well as market
practice and conditions.

Pursuant to code provision B.1.5 of the CG Code, the remuneration of the
senior management by band for the year ended 31 December 2017 is
set out in Note 11 to the Consolidated Financial Statements.
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The remuneration committee held two meetings during 2017 to assess
performance of executive Directors and certain senior management and
review their remuneration. The duties of the remuneration committee
include determining, with delegated responsibility, the remuneration
packages of Directors and senior management. All the members
attended the meetings.

FINZEERN T tFRBITMREE - T
EARTERRETEREERBORTENU s
- R EENBERREETEAETE
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Number of attendance/

Number of meetings

entitled to attend

Name of Directors EENR HERE BREERE
Mr. HUANG Guosheng =R ST E 2/2
Mr. XING Zhiying MEREE 2/2
Mr. BAI Tao BEEEE 2/2

NOMINATION COMMITTEE

The Board established a nomination committee on 12 June 2009 with
specific written terms of reference. The nomination committee consists
of an executive Director, Mr. BAl Tao and two independent non-executive
Directors, namely Mr. HUANG Guosheng and Mr. XING Zhiying. Mr.
HUANG Guosheng is the chairperson of the nomination committee.

The primary duties of the nomination committee of the Board include
determining the policy for the nomination of Directors, making
recommendations to the Board on the appointment and succession
planning of Directors, and assessing of the independence of the
independent non-executive Directors. The nomination committee
carries out the process of selecting and recommending candidates
for directorships by making reference to the skills, experience,
professional knowledge, personal integrity and time commitments of
such individuals, the Company’s needs and other relevant statutory
requirements and regulations.

The nomination committee held two meetings during 2017 to ensure
that the Board has a balance of expertise, skills and experience
appropriate to meet the requirements of the business of the Company.
The nomination committee also evaluated the effectiveness of the
board diversity policy. All the members attended the meetings.
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Number of attendance/
Number of meetings

entitled to attend
Name of Directors BENS HEXRE  BREEELRH
Mr. HUANG Guosheng =R A 2/2
Mr. XING Zhiying MBERE L E 2/2
Mr. BAI Tao HEELE 2/2

APPOINTMENTS, RE-ELECTION AND REMOVAL OF
DIRECTORS

Each of the executive Directors has entered into a service contract with
the Company for an initial term of three years. All the independent non-
executive Directors entered into renewed appointment letters with
the Company in 2015 for a term of three years. Such term is subject to
retirement by rotation and re-election at the Company’s annual general
meeting in accordance with the Articles.

BOARD DIVERSITY POLICY

The Company formulated the board diversity policy, which set out the
requirements for diversity in Board members and the principles for the
selection of Directors.

(1) Policy summary

To achieve sustainable and balanced development, the Company
sees increased diversity at the Board level as an essential element
in supporting the attainment of its strategic objectives and its
sustainable development. In planning the Board’s composition,
board diversity needs to be considered from a number of aspects,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge
and length of service. All Board appointments will be based on
meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the Board.

(2) Quantifiable measurers and the progress of the Board
Diversity Policy
Selection of candidates of the Company will be based on a range
of diversity perspectives, including but not limited to gender,
age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The ultimate
decision will be based on merit and contribution that the selected
candidates will bring to the Board.
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During the reporting period, the nomination committee reviewed
the composition of the Board and concluded that the Company had
met the diversification requirements with regard to age, cultural and
educational background, professional experience, skills and knowledge.
When making the appointment and re-appointment of Directors in the
future, the nomination committee will nominate new Directors pursuant
to the requirements of the board diversity policy to achieve the objective
of diversity in Board members.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as its code of conduct
regarding directors’ securities transactions. Directors are reminded of
their obligations under the Model Code on a regular basis. Following
specific enquiry by the Company, all Directors have confirmed that they
have complied with the required standard set out in the Model Code
throughout the year ended 31 December 2017 and up to the date of this
report.

AUDIT COMMITTEE

The Board established an audit committee on 12 June 2009 with
specific written terms of reference. The audit committee consists
of three independent non-executive Directors, namely Mr. HUANG
Guosheng, Mr. LAU Sik Yuen and Mr. XING Zhiying. Mr. LAU Sik Yuen is
the chairperson of the audit committee of the Board.

The primary duties of the audit committee are to review and approve
the Group’s financial reporting process and internal control system.
The audit committee had reviewed the audited Consolidated Financial
Statements for the year ended 31 December 2017 and had also
discussed auditing, internal control and financial reporting matters
including accounting practices and principles adopted by the Group.

The audit committee has also monitored the integrity of the financial

statements, annual report and accounts and interim report and
reviewed significant financial reporting judgements contained therein.
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During the year, the audit committee held two meetings and all the
members attended the meetings.
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Number of attendance/

Number of meetings

entitled to attend

Name of Directors BEEHNR HERE BREEERE
Mr. LAU Sik Yuen 2R %E & 2/2
Mr. HUANG Guosheng =R LA 2/2
Mr. XING Zhiying MBERTE 2/2

During the meetings, the audit committee had reviewed and
recommended the Company’s results announcements and annual
report for the year ended 31 December 2017 and interim report for
the six months ended 30 June 2017 to the Board for approval. The
audit committee also reviewed the accounting issues raised by the
independent auditor of the Company in respect of the Consolidated
Financial Statements for the year ended 31 December 2017 and the
relevant issues as described in the paragraphs under “Risk Management
and Internal control” below.

DIRECTORS’ INDUCTION AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

The Group provides to all the Directors a comprehensive induction
package which includes introduction on the business operations, internal
procedures and general policy of the Company and a summary of
statutory and regulatory obligations of directors under the Listing Rules
and other relevant laws and regulations. During the year, the Directors are
provided with regular updates on the Group’'s business, operations, risk
management and corporate governance matters to enable the Board as a
whole and each Director to discharge their duties. The Directors are also
encouraged to attend both in-house training and training provided by
independent service providers. According to the training records provided
by the Directors to the Company, each Director has confirmed that he/
she has obtained reading and training materials during the year under
review and has attended the trainings in relation to various aspects,
including but not limited to, Director’s duties, update on the Listing Rules
amendments and corporate governance practices.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board has overall responsibility for evaluating and determining the
nature and extent of the risks it is willing to take in achieving the Group’s
strategic objectives, maintaining sound systems of risk management
and internal controls and reviewing their effectiveness to safeguard
interests of the Group as a whole.

The internal audit function monitors the adequacy and effectiveness of
the risk management and internal control systems established within
the Company and its subsidiaries for proper accounting records, and
for ensuring the reliability of financial information. The work of the
internal audit function is generally focused on identifying, monitoring
and reporting on major risks faced by the Group, including those related
to business operations, compliance with laws and regulations and
financial reporting. The review of risk management and internal control
systems is conducted on an ongoing basis by the internal audit function.
The Group has also adopted internal control policies to manage and
minimise financial and other risks, ensuring timely and accurate
preparation and reporting of financial information, and monitoring
compliance with laws by the senior management of the Group in the
performance of their duties.

The management of the Group is responsible for designing, maintaining,
implementing and monitoring of the risk management and internal
control system and ensuring that the Group established and maintained
appropriate and effective systems. Management also assists the
Board in the implementation of the Group’s policies, procedures and
controls by identifying and assessing the risks faced, and in the design,
operation and monitoring of suitable internal controls to mitigate and
control these risks.

The Group has established an audit committee under the Board, which
has the functions of monitoring compliance with laws by the Group’s
senior management and in its daily operations, and of carrying out
investigations for suspected breaches of law. The Company convened
meetings with the audit committee periodically to discuss financial,
operational and compliance controls and risk management functions.
Moreover, the Audit Committee assists the Board in leading the
management and overseeing their design, implementing and monitoring
of the risk management and internal control systems.

The Board reviewed the effectiveness of risk management process and
risk management report including key risks and mitigation measure
summited by the Management and the Audit Committee, in which
it oversaw the development and implementation of the Group’s risk
management system.
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The Board has reviewed the effective of systems and considered that,
for the year 31 December 2017, the risk management and internal
control system and procedures of the Group were reasonably effective
and adequate, no material deficiencies has been identified.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITY FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the Consolidated
Financial Statements that give a true and fair view in accordance with
International Financial Reporting Standards issued by the International
Accounting Standards Board and the disclosure requirements of
the Hong Kong Companies Ordinance, and for such internal control
as the Directors determine is necessary to enable the preparation
of Consolidated Financial Statements that are free from material
misstatement, whether due to fraud or error.

In preparing the Consolidated Financial Statements, the Directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Directors either
intend to liquidate the group or to cease operations, or have no realistic
alternative but to do so.

The Directors have also selected suitable accounting policies and
applied them consistently, adopted appropriate International Financial
Reporting Standards, and made prudent and reasonable judgements
and estimates, and have prepared the Consolidated Financial
Statements on a going concern basis. The Directors also warrant that
the Group’s Consolidated Financial Statements will be published in a
timely manner.

The Directors are assisted by the audit committee in discharging their
responsibilities for overseeing the Group’s financial reporting process.

The statement of the auditor of the Group about their reporting
responsibilities for the Consolidated Financial Statements of the Group
is set out in the section headed “Independent Auditor’s Report” on
pages 65 to 72 of this report.
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CORPORATE GOVERNANCE REPORT
CEERE

AUDITOR’S REMUNERATION

For the year ended 31 December 2017, the remuneration to the Group’s
external auditor in respect of audit and non-audit services provided to
the Group is set forth below:

BT &
HE_Z—tHF+-_A=1+—HILLEE  X5H
ZINEZ B RSB R 2 B MIFEZIRT
Z B

RMB’000

AR¥T

Audit services ZE AR TS 1,972
Non-audit services” FERZ B RS> 700
Total a5t 2,672
*  Non-audit services related to agreed-upon procedures for assisting the * JFZERB ARG AL B A EEEE —_T—
Company review its condensed consolidated financial statements of the NAZTHIEREANERESTBEREZ

Group for the six months ended 30 June 2017.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS RELATIONS

The Company strictly complies with and implements the Listing Rules
to disclose discloseable information on a true, accurate, complete
and timely basis and all other information that might have significant
impact on the decisions of shareholders and other concerned parties in
an active and timely manner. Also, the Company takes effort in ensuring
all shareholders have equal access to information.

The management believes that effective communication with the
investment community is essential. The executive Directors and the
chief financial officer of the Company hold regular briefings and results
presentation, attend investor forums and respond to investors’ call-
in enquiries, participate in interviews with institutional investors and
financial analysts in the PRC, Hong Kong and overseas countries to
keep them abreast of the Company’s business and development as
well as operating strategies and prospects. In delivering information
to investors, the Company also listens to their advice and collects the
feedback from them, in the interests of developing an interactive and
mutually beneficial relationship with the Company’s investors.
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SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, a separate resolution
is proposed for each substantially separate issue at shareholder
meetings, including the election of individual directors.

All resolutions put forward at shareholder meetings will be voted on
by poll pursuant to the Listing Rules and poll results will be posted on
the websites of the Company and of the Stock Exchange after each
shareholder meeting.

Shareholder(s) holding not less than one-tenth of the paid up capital
of the Company can make a written requisition to the Board or the
Company secretary to convene an extraordinary general meeting
pursuant to article 58 of the Company’s articles of association. The
written requisition must state the objects of the meeting, and must be
signed by the relevant shareholder(s) and deposited at the registered
office of the Company, which is presently situated at Room 1303, 13th
Floor, China Evergrande Centre, No. 38 Gloucester Road, Wanchai, Hong
Kong. The same procedure also applies to any proposal to be tabled at
shareholder meetings.

The Company welcomes enquires from shareholders. The Board will
review shareholders’ enquires on a regular basis. Specific enquiries and
suggestions by shareholders can be sent in writing to the Board or the
Company Secretary. Shareholders may also make enquiries with the
Board at the general meetings of the Company.
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CORPORATE SOCIAL RESPONSIBILITY

TEHEERE

The Group is a long-time, continuous supporter of corporate
social responsibility, dedicated to contributing to society through
nature preservation and helping the underprivileged. To maintain
its sustainable development momentum and become a leading
international coal operator, the Group treats its employees, customers,
the society and the natural environment ethically.

ENVIRONMENTAL PROTECTION

The Group has been working tirelessly to build green communities.
Besides promoting a green lifestyle, the Group strives to minimise
damage to the environment while increasing production efficiency,
creating win-win outcomes for the Group and the society.

Land reclamation

Consistent with the “those who destroys shall reclaim” guidance issued
by the State Council, five coal mines of the Group (namely Fengxi Coal
Mine, Chongsheng Coal Mine, Xingtao Coal Mine, Xinglong Coal Mine
and Hongyuan Coal Mine) carried out reclamation activities for all
parcels of land compromised during the course of mine construction
and production. The reclamation project focuses on agricultural
production and forest restoration according to the principle of “using
for agriculture, forestry or animal husbandry as appropriate” The Group
will spend approximately RMB354 million on reclamation projects
for the five coal mines over periods of 22, 31, 25, 30 and 30 years
respectively. Throughout the process, the Group will provide streamlined
management and land protection services, thereby allowing the land to
maximise its economic, social and ecological benefits.

Office 4R

The Group actively encourages its employees to apply “4R” (reduce,
reuse, recycle and replace) rules in the office. Under the 4R policy,
the Group’s employees replace direct paper printing with electronic
scanning and use email to transmit documents in order to reduce the
use of paper, and avoid the use of disposable products. From time to
time, the Group reminds its employees to reuse single-side printed
waste paper for printing internal documents. The Group’s office drinking
fountains also use recyclable plastic bottles. In the future, the Group
will continue to pursue the 4R policy and maintain a green working
environment.
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HUMAN RESOURCES

The Group considers its employees to be essential for the business
success. Therefore, the Group attaches great importance to its
employees’ physical and mental health and working environment, as
well as their continuous skill development to enhance competitiveness.
Thus, the Group has formulated occupational safety guidelines and
policies for the working environment, along with related requirements
for different employees, and provides regular safety training.

Communication channels

The Group believes that work performance and learning attitudes are
affected by internal factors such as the working environment, attitudes
of co-workers and company policies. The Group therefore adopts an
open approach which encourages employees to report their opinions
to the management and provide the Group with ways to improve our
operations.

Employee benefits

The Group’s employees are an important part of its assets. This is why
employees are covered by insurance policies taken out by the Group
and receive medical benefits in addition to wages and bonuses. The
Group also holds an annual year-end party to express its gratitude for
the efforts made by the employees throughout the year and grants
outstanding performance awards to employees with especially excellent
performance.

Employee training

The Group’s ability to maintain continuous development amid severe
competition depends on each employee performing their role well.
Towards this end, the Group regularly invites professionals to organise
training seminars on management, law, accounting, finance and other
corporate fields for its employees, allowing employees to keep abreast
of the latest information and making sure they have the knowledge and
skills they need to handle the demands of their jobs.
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CORPORATE SOCIAL RESPONSIBILITY
TEHEETE

Housing allowance

In addition to general and basic benefits, the Group also offers housing
allowances to coal miners to help limit the inconvenience they may
encounter in getting to and from the workplace. This arrangement
allows them to relocate to locations near the coal mine at lower cost to
themselves, thereby saving commuting time and expense.

Safety code

As a coal operator, the Group attaches great importance to the safety of
coal miners at work. Workers are therefore required to comply with the
Group’s strict safety code and wear appropriate safety equipment before
entering coal mines. The Group is particularly proud that the Xingtao
coal mine operated by Huameiao Energy was designated a Grade 1
Safety Demonstration Mine by the China National Coal Association.
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.
INDEPENDENT AUDITOR’S REPORT

Independent Auditor’s Report to the Shareholders of
China Qinfa Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China Qinfa
Group Limited (the “Company”) and its subsidiaries (together, the
“Group”) set out on pages 73 to 200, which comprise the consolidated
statement of financial position as at 31 December 2017, and the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (“IFRSs”) issued by the
International Accounting Standards Board (“IASB”) and have been
properly prepared in compliance with the disclosure requirements of
the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAS”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We
are independent of the Group in accordance with the HKICPAs Code
of Ethics for Professional Accountants (the “Code”) together with the
ethical requirements that are relevant to our audit of the consolidated
financial statements in the Cayman Islands, and we have fulfilled our
other ethical responsibilities in accordance with these requirements
and the 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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INDEPENDENT AUDITOR’S REPORT
BYRHEIRE

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

We draw attention to Note 1.2(c) to the consolidated financial
statements, which highlights that the Group had net current
liabilities of approximately RMB8,852,285,000 and capital deficiency
of approximately RMB1,204,617,000. As at 31 December 2017, the
borrowings and accrued interest amounting to an aggregate amount of
approximately RMB2,805,712,000 and approximately RMB435,551,000
respectively were not renewed or rolled over upon maturity. The non-
payment of loan principal and interests in accordance with the
scheduled repayment dates caused the banks and other borrowing
creditors having the rights to call for immediate repayment of all
borrowings and their respective interest. As at 31 December 2017,
the borrowings classified as current liabilities included certain
borrowings with scheduled repayment terms over one year amounting
to approximately RMB1,499,842,000. In addition, as at 31 December
2017, there were several unsettled litigations against the Group
mainly requesting the Group to repay certain payables with interest
immediately as set out in Note 38(a).

These conditions, along with other matters as set forth in Note 1.2(c)
to the consolidated financial statements, indicate the existence of a
material uncertainty which may cast significant doubt over the Group’s
ability to continue as a going concern. Our opinion is not modified in
respect of these matters.
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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 consolidated financial
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BYRHERE

BRREXREE

MREZSASRBRMNERAE - RAFZ
AEEGEAMBRRPTREZNEER - RAEE

statements of the current period. These matters were addressed in  ZEBEESM BRI EMLERE RFEEILSE

the context of our audit of the consolidated financial statements as
a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. In addition to the matter described
in the Material Uncertainty Related to Going Concern section, we have

FH G MAEREESTHREBERER - BEAH
FEKENEXTHARZ—fMAEHEES - 3
lFﬂ%iTﬁt%lﬁﬁﬁéﬁiﬁEﬁ&%qﬂ RENEREE
ZFR °

determined the matters described below to be the key audit matters to

be communicated in our report.

Impairment assessment of property, plant and equipment and coal mining rights

YI3E ~ TS I AR B DA T S i BRI AR 2 L (B BT A

The Group’s impairment assessment of property, plant and equipment and coal mining rights is included in Notes 14 and 15
to the consolidated financial statements respectively and the accounting policies in Note 2(k)(ii) to the consolidated financial

statements.

BERBEERYE BB RREARERREE REF GBI ENGE M BRERME 14K A RGAMBHRRM T2 (1) 2®

B -

Key audit matter

E A

How the matter was addressed in our audit

BRANEZNAREZEE

As at 31 December 2017, the Group had property, plant and
equipment of approximately RMB4,683,766,000 and coal
mining rights of approximately RMB4,417,366,000. Reversal
of impairment losses of approximately RMB2,087,848,000
and approximately RMB2,206,456,000 in relation to property,
plant and equipment and coal mining rights respectively were
recognised during the year.
RZZTE—+tFF+_A=+—H EBEEBEBRAVE  BF

A K A R ¥54,683,766,0007T K& K REE L AR
4,417,366,0007C ° FAD RIERIE - BB RREA KR
R 2 R EEBEEE LN ARY2,087,848,0007T KA AR
2,206,456,0007T °

For the purpose of management’s impairment assessment,
the recoverable amounts of the individual assets or the cash
generating units (“CGUs”), to which the assets belonged were
determined by management based on their values in use
using cash flow projections. In carrying out the impairment
assessments, significant management judgements were
used to determine the key assumptions, including projected
sales quantities, unit selling prices, unit costs and discount
rates, underlying the value-in-use calculations. Accordingly
the impairment assessment of these assets was considered
to be one of most significance in the audit and therefore
determined to be a key audit matter.

AEBEEL ZRENENS  BYUEESRESELEMN
(ReELEBEM]) MBEEMNAIKRESEIHEREERAR
TREVAENKEEREEETE - RETRENGE - B
BIELEXRHENETEIEZRR  BREEREENTERR
RIS  BUEE  BUKARFTEE - Qit - ZFEE
ZREMNAEERBAREPRE/SREAFTEZ —YRHILEEF
REAREZER -

Our procedures to evaluate the impairment assessment of
property, plant and equipment and coal mining rights made
by the management of the Company included:

BFIFHE BRREREBIELENYE - BB REREBA IR
BB ER IR T B

«  We assessed management’s identification of individual
assets and CGUs to test the assets for impairment based
on the Group’s accounting policies and our understanding
of the Group’s business;

- BMBRE SREMNSHBERE ESEEBH TR
ML EREUEVEERRSESEMNIRINAEEE
TRERIH

«  We assessed the value-in-use calculations and
methodology adopted by management; and

- RAFHEEREEMRANEREBEMERTE K

«  We assessed the reasonableness of key assumptions
(including projected sales quantities, unit selling prices,
unit costs and discount rates) based on our knowledge of
the business and industry.

- BPBRBAFHZEBMTENRRE  FEEIERR (B
EIEMHE  BUEE  BEURARFTRE) mE=EM -
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KEY AUDIT MATTERS (conTiNuED)

Impairment assessment of trade and bill receivables
EWE SRR RERREE 2 BENG

FAREZEE m

The Group’s impairment assessment of trade and bill receivables is included in Note 21 to the consolidated financial
statements and the accounting policies in Note 2(k)(i) to the consolidated financial statements.

BEXEBRERE SRR RERER 2BEMGHRERS M ERERME21 KRS REME200() 2 EFTHE °

Key audit matter

RRELEE

How the matter addressed in our audit

BAWEZNAEREZEE

As at 31 December 2017, the Group had trade and bill
receivables of approximately RMB782,884,000. Impairment
losses of approximately RMB31,127,000 in relation to trade
receivables were recognised in consolidated profit or loss
during the year.

RZBE—+FE+-A=+—H  BE5EHEFERKZIERR
FEUZ IR # A R#5782,884,0007T ° FEKRE 5 RFURERBEL
AR¥31,127,000TTEF AR & 18 T HER

In determining whether there was objective evidence
of impairment loss during the year and the amount of
impairment loss allowance to be recognised as at the end of
the financial reporting period, the management assessed the
credit history and current credit worthiness of the customers,
taking into consideration the current market conditions, all
of which involved high level of estimation uncertainty and
required exercise of significant management judgement.
Accordingly the impairment assessment of these receivables
was considered to be a key audit matter.
REEFAREFERERIERENZBRE LNTBHREH
AR R EBBREHENEER  BEEEEZRE AR
FOEERELERNNGEE  EFASEMFATHELLFE
EEEELEAAE - Fitt - ZFERYEGFIANBEN AR S
RARESEIE -

Our procedures to evaluate the impairment assessment of
trade and bill receivables made by the management of the
Company included:

BMFFHE BEAREEEELNEKE IR MERRERE
AHERIEF B

«  We discussed with the management the Group’s
procedures for granting of credit terms to its customers;
- HMEEREENR SEERTHEFEEGRRNIER

«  We evaluated the impairment indicators identified by
management for each trade and bill receivable balance
and performed ageing analysis of the trade and bill
receivables;

« BB EEKE SERREREBERTHEERZE IR

ZRENR  THEKEZFREARERZEEETRERD

o

« We checked, on a sample basis, the subsequent
settlement of trade and bill receivables; and

- BMRERUESRAREBREENREENBR &

«  We checked, on a sample basis, the accuracy and
relevance of information included in the impairment
assessment of trade and bill receivables.

- KM EREWE SERREBRER 2 BENGEERD
M AR o
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INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors are responsible for the other information. The other
information comprises all the information included in the annual report
for the year ended 31 December 2017 of the Group other than the
consolidated financial statements and our auditor’s report thereon.

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

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

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are assisted by the audit committee in discharging their
responsibilities for overseeing the Group’s financial reporting process.

Fs 4

INDEPENDENT AUDITOR’S REPORT
BYRHERE
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INDEPENDENT AUDITOR’S REPORT
BYRHEIRE

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any other
person for the contents of this report. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

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

+ lIdentify 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.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

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 the directors.

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

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

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

Fd 4

INDEPENDENT AUDITOR’S REPORT
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INDEPENDENT AUDITOR’S REPORT
BYRHEIRE

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS

(CONTINUED)

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 consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

Moore Stephens CPA Limited
Certified Public Accountants

Chan King Keung
Practising Certificate Number: PO6057

Hong Kong, 27 March 2018
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v
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
SmEEZHEBRAR

For the year ended 31 December 2017 HZE—

Z—+F+ZA=+—HILFE

2017 2016
—E—tE —T N4
Notes RMB’000 RMB’000
M5 ARMT T AREET T
Revenue Y= 5 3,005,671 716,187
Cost of sales SHE KA (2,319,043) (679,684)
Gross profit EX 686,628 36,503
Other income, gains and losses HAnA ~ ez REsE 6 195,771 (55,962)
Distribution expenses vaKi=1ib-3 (51,908) (15,993)
Administrative expenses THAX (178,989) (189,339)
Reversal of impairment losses, net VERIEN SEi=EEAEIbEE 8(b) 4,448,149 604,173
Other expenses B (34,498) (59,460)
Results from operating activities REER 2B 5,065,153 319,922
Finance income EUp PN 205 984
Finance costs B TSR AN (378,917) (447,939)
Net finance costs B R A R R 7 (378,712) (446,955)
Profit/(loss) before taxation BMRBLATEF (E518) 8(a) 4,686,441 (127,033)
Income tax expense TSR X 9 (962,091) (189,694)
Profit/(loss) for the year FEREF S (EE) 3,724,350 (316,727)
Other comprehensive (loss)/income Hi2m (5E) WA
Item that may be reclassified subsequently HEZAIeEEF HDIEZEBEHIER ¢
to profit or loss:
Foreign currency translation differences /GIMNERE £ 2 JhiE
for foreign operations HhEEE (13,822) 24,524
ltem that was reclassified to profit or loss: DEHHEEZERAMIER :
Foreign currency translation differences ﬁEMﬂ% AIREHHAE
reclassified to profit or loss upon BmrIINERE 5
disposal of subsidiaries (180) -
Other comprehensive (loss)/income FREMEE (F8) WA -
for the year, net of tax BRFLE 12 (14,002) 24,524
Total comprehensive income/(loss) FEREEBA (EE)
for the year Fokc) 3,710,348 (292,203)
Profit/(loss) for the year attributable to:  FE{EE T (E5E)
Equity shareholders of the Company KRG A 3,158,349 (330,542)
Non-controlling interests JEVER R 566,001 13,815
Profit/(loss) for the year EREF A (EE) 3,724,350 (316,727)
Total comprehensive income/(loss) EEERZ2EEBA S (EE)
for the year attributable to: wEm
Equity shareholders of the Company RARE=FF A 3,144,347 (306,018)
Non-controlling interests FEIERS 566,001 13,815
Total comprehensive income/(loss) FREAEBA A (EE)
for the year wzE 3,710,348 (292,203)
Earnings/(loss) per share attributable to  FRAARAFAERIFE AEG
the equity shareholders of the BRER (EHA)
Company during the year 13
Basic earnings/(loss) per share GREEARZEF S (EE) RMB127 cents | (RMB13 cents)
AR¥127% | (AR%135)
Diluted earnings/(loss) per share FREERERN S (EE) RMB121 cents | (RMB13 cents)
AR¥121% | (AR%13%)
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China Qinfa Group Limited HFEIRZZEEMER AT

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e PR R

At 31 December 2017 R=—Z—+F+-A=+—H

2017 2016
—E—+tF ZEREF
Notes RMB’000 RMB’000
B 5T AR%T ARET T
Non-current assets RBEE
Property, plant and equipment M - BB NMRE 14 4,683,766 2,614,793
Coal mining rights B IR BRI A 15 4,417,366 2,292,588
Lease prepayments HETERERRK 16 4,933 5,073
Interest in an associate R—HBE AR 2 En 17 - -
9,106,065 4,912,454
Current assets REEE
Inventories FE 20 99,155 49,652
Trade and bill receivables FEUR R 5 55 2R I e U = 21 782,884 392,342
Prepayments and other receivables TE AT BR 3R R E A Y AR SR 22 229,495 281,158
Pledged and restricted deposits BHAR R 3 PR fil4F 5% 23 294 2,113
Cash and cash equivalents HekBEeEEY 24 80,349 24,713
1,192,177 749,978
Current liabilities REBAEE
Trade payables FERTE SRR 25 (949,950) (981,827)
Other payables H A FETRR SR 26 (2,765,989) (2,946,743)
Borrowings BE 27 (6,045,885) (6,043,271)
Tax payable FEFIIR (282,638) (242,050)
(10,044,462) (10,213,891)
Net current liabilities REEEFHE (8,852,285) (9,463,913)
Total assets less current liabilities EEHERRBAR 253,780 (4,551,459)
Non-current liabilities kERBAE
Other payables H AR BR SR 26 (174,603) (67,717)
Accrued reclamation obligations TEIR1EZRE 28 (105,280) (96,458)
Deferred tax liabilities RIETHIAA & 18(b) (1,178,514) (205,673)
(1,458,397) (369,848)
Net liabilities BEEE (1,204,617) (4,921,307)
Capital and reserves B 7 R {4
Share capital &2 29(b) 211,224 211,224
Perpetual subordinated NS GIE AL
convertible securities & 29(c) 156,931 156,931
Deficit fEs At 29(d) (2,302,131) (5,447702)
Total deficit attributable to equity ROFERFTE AR
shareholders of the Company B A #A KR (1,933,976) (5,079,547)
Non-controlling interests FEERE R 729,359 158,240
Total deficit AL 4A KR (1,204,617) (4,921,307)

Approved and authorised for issue by the Board of Directors of China
Qinfa Group Limited on 27 March 2018.

Xu Da
Director

EZE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERTRER

For the year ended 31 December 2017 BEZ =T —tF+-_A=+—HIFE

2017 2016
—E—+F —ET—RF
Notes RMB’000 RMB’000
B aE ARBT ARBT T
Operating activities RESER
Cash generated from operations BEFHFRE 24(b) 237,821 73129
Interest paid ERTFLE (95,132) (135,685)
PRC Corporate Income Tax refund/(paid) RE (B RERSEMER 51,338 (1,161)
Net cash generated from/(used in) LTS, (FFA)
operating activities REFHE 194,027 (63,717)
Investing activities RETER
Interest received B FI & 205 984
Proceeds from disposal of property, plant HEWE  BE KRG
and equipment FriSsk18 1,510 47,403
Acquisition of property, plant and equipment UWEE¥IEE - E MR & (143,300) (163,009)
Net cash outflow on disposal of subsidiaries HEMB AT RS R L E5E (23) -
Net cash used in investing activities RETEFMTARSEE ~_(141,608)|  (114,622)
Financing activities RESEE
Proceeds from borrowings BEFSHIE 791,131 1,888,848
Repayment of borrowings EEEE (788,517) (1,750,899)
Decrease in pledged and restricted deposits 23 & = R Hil 77 7R 1,819 43,798
Net cash generated from financing activities Bt& EEI TSR L EEE 4,433 181,747
Netincrease in cash and cash equivalents R&RKBRESZSEYEINFHE 56,852 3,408
Cash and cash equivalents at 1 January R—B—HBZRERBLEEY 24(a) 24,713 20,669
Effect of foreign exchange rate changes ERSENTE (1,216) 636
Cash and cash equivalents at 31 December R+=—A=+—HBzHBHER
REZEEY 24(a) 80,349 24,713

Annual Report 2017 —ZE— L& &%)

48



78

China Qinfa Group Limited HFEIRZZEEMER AT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

31 December 2017 —Z—+tF+=—A=+—H

1.

1.1

COMPANY BACKGROUND AND BASIS OF
PREPARATION

General information

China Qinfa Group Limited (the “Company”) was incorporated in the
Cayman Islands on 4 March 2008 as an exempted company with
limited liability under the Companies Law (2007 Revision) of the
Cayman lIslands. The Company’s shares were listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 3 July 2009 (the “Listing Date”). The address of its
registered office is Cricket Square, Hutchins Drive, PO. Box 2681,
Grand Cayman KY1-1111, Cayman Islands and the principal place of
business of the Company is Unit Nos. 2201 to 2208, level 22, South
Tower, Poly International Plaza, No. 1 Pazhou Avenue East, Haizhu
District, Guangzhou City, the People’s Republic of China (the “PRC”).

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

1.2 Basis of preparation

(a) Statement of compliance

These consolidated financial statements have been prepared
in accordance with all applicable International Financial
Reporting Standards (“IFRSs”), which collective term includes
all applicable individual International Financial Reporting
Standards, International Accounting Standards (“IAS”) and related
Interpretations, promulgated by the International Accounting
Standards Board (“IASB”) and the applicable disclosure
requirements of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) and the Hong Kong Companies
Ordinance. A summary of the significant accounting policies
adopted by the Group is set out below.
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China Qinfa Group Limited FEI&EZEEERAF 79

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

(a)

Statement of compliance (continued)

The IASB has issued certain new and revised IFRSs that are first
effective or available for early adoption for the current accounting
period of the Group. Note 3 provides information on any changes
in accounting policies resulting from initial application of these
developments to the extent that they are relevant to the Group
for the current and prior accounting periods reflected in these
consolidated financial statements.

Basis of measurement

These consolidated financial statements are presented in Renminbi
(“RMB”) and all values are rounded to the nearest thousands,
except when otherwise indicated.

The measurement basis used in the preparation of the consolidated
financial statements is the historical cost basis.

Going concern

As at 31 December 2017, the Group’'s current liabilities exceed its
current assets by approximately RMB8,852,285,000 and capital
deficiency of approximately RMB1,204,617,000. As at 31 December
2017, borrowings and accrued interest amounting to an aggregate
amount of approximately RMB2,805,712,000 and approximately
RMB435,551,000 respectively were not renewed or rolled over
upon maturity. The non-payment of loan principal and interests in
accordance with the scheduled repayment dates caused the banks
and other borrowing creditors having the rights to call for immediate
repayment of all borrowings and their respective interest. In this
connection, certain borrowings with scheduled repayment terms
over one year totalling approximately RMB1,499,842,000 have been
classified as current liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT

e REME
31 December 2017 —Z—+%+=-A=+—H

1.

COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

(c) Going concern (continued)

As at the date of this report, the Group has not obtained waivers
from the relevant banks on these cross default clauses, and these
banks have not taken any action against the Group to demand
immediate repayment except for as disclosed in Note 38(a)(iv).

In addition, as at 31 December 2017, there were several pending
litigations mainly requesting repayment of long outstanding
payables with interest against the Group, as set out in Note 38(a).

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

The consolidated financial statements have been prepared on
the assumptions that the Group will continue to operate as a
going concern notwithstanding the conditions prevailing as at 31
December 2017 and subsequently thereto up to the date of this
report. In order to improve the Group’s financial position, immediate
liquidity and cash flows, and otherwise to sustain the Group as a
going concern, the directors of the Company have adopted several
measures together with other measures in progress at the date of
this report, but not limited to, the followings:

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

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

1. COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

(c) Going concern (continued)

(iii) In relation to those bank loans that have not been renewed

or rolled over upon maturity or those bank loans that became
immediately repayable under the cross default clauses, the
Group is in the process of negotiating with the relevant banks
to extend the repayment and renew the loans and to obtain
waivers from the lenders for the due payment pursuant to the
relevant cross default clauses;

For borrowings which will be maturing before 31 December
2018, the Group will actively negotiate with the banks before
they fall due to secure their renewals so as to ensure that
the necessary funds to meet the Group’s working capital and
financial requirements in the future will continue to be met.
The directors of the Company do not expect to experience
significant difficulties in renewing most of these short-term
borrowings upon their maturities and there is no indication
that these bank lenders will not renew the existing short-
term borrowings upon the Group’s request. The directors of the
Company have evaluated the relevant facts available to them
and are of the opinion that the Group would be able to renew
such borrowings upon maturity; and

The Group is actively negotiating with the plaintiffs for
settlement of the court cases. During the year ended 31
December 2017, the Group successfully reached agreements
with certain plaintiffs at PRC courts on settlement plans
over 40 cases with an aggregate amount of approximately
RMB188,321,000 that will be repaid by monthly installment.
The aggregate amount to be settled before 31 December 2018
amounted to approximately RMB45,600,000. The directors
of the Company are of the view that the Group will be able to
reach settlement plans for the remaining claims for various
plaintiffs without significant impact on the Group’s cash flow in
the next twelve months.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT

e REME
31 December 2017 —Z—+%+=-A=+—H

1.

COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

(c)

Going concern (continued)

On the basis of the successful implementation of the measures
described above in the foreseeable future and after assessing the
Group’s current and forecasted cash positions, the directors of the
Company are satisfied that the Group will be able to meet in full the
Group’s financial obligations as they fall due for the twelve months
from 31 December 2017. Accordingly, the consolidated financial
statements of the Group have been prepared on the going concern
basis.

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

Significant judgements and estimates

The preparation of consolidated financial statements requires
the directors of the Company to make judgements, estimates and
assumptions that affect the application of accounting policies and
reported amounts of assets, liabilities, income and expenses. The
estimates and associated assumptions are based on historical
experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the
basis for making the judgements about carrying values of assets
and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

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

COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

(d) Significant judgements and estimates (continued)

(i)

Judgements made by management in the application of IFRSs that
have significant effect on the consolidated financial statements
and major sources of estimation uncertainty are described as
follows:

Impairment losses for trade and bill receivables

Impairment losses for trade and bill receivables are assessed
and provided based on management’s regular review of ageing
analysis and evaluation of collectability. A considerable level of
judgement is exercised by the management when assessing the
credit worthiness and past collection history of each individual
customer. Any increase or decrease in the impairment losses for
bad and doubtful debts would affect the consolidated statement
of comprehensive income in future years. At 31 December 2017,
carrying amount of the Group’s trade and bill receivables was
approximately RMB782,884,000 (2016: RMB392,342,000). Further
details are disclosed in Note 21.

Depreciation

Other than mining structures and assets under construction,
property, plant and equipment are depreciated on a straight-line
basis over the estimated useful lives, after taking into account
the estimated residual values. The management periodically
reviews changes in technology and industry conditions, asset
retirement activity and residual values to determine adjustments
to estimated remaining useful lives and depreciation rates. Actual
economic lives may differ from estimated useful lives. Periodic
reviews could result in a change in depreciable lives and therefore
depreciation expenses in future periods. At 31 December 2017,
net carrying amount of the Group’s property, plant and equipment,
other than mining structures and assets under construction, was
approximately RMB1,978,755,000 (2016: RMB1,135,629,000).
Further details are disclosed in Note 14.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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ARE P RARMEE

31 December 2017 —ZF—

1.

tHE+=A=t—H

COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

(d)

Significant judgements and estimates (continued)

(iii) Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in
the ordinary course of business, less estimated costs of completion
and selling expenses. These estimates are based on the current
market condition and the historical experience of distributing and
selling products of similar nature. It could change significantly
as a result of competitor’s actions in response to industry cycles
or other changes in market condition. Management assesses
the estimations at each reporting date. At 31 December 2017,
carrying amount of the Group’s inventories was approximately
RMB99,155,000 (2016: RMB49,652,000). Further details are
disclosed in Note 20.

Coal reserves

Engineering estimates of the Group’s coal reserves 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 estimated coal reserves can
be designated as “proved” and “probable” reserves. Proved and
probable coal reserve estimates are updated on a regular basis
and have taken into account recent production and technical
information about each mine. In addition, as prices and cost levels
change from year to year, the estimate of proved and probable coal
reserves also change as adverse changes in prices and cost levels
would affect the cost-effectiveness of mining the coal and hence
may cause reclassifications from reserves to resources categories.
This change is considered a change in estimate for accounting
purposes and is reflected on a prospective basis in related
depreciation and amortisation rates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

(d) Significant judgements and estimates (continued)

(iv) Coal reserves (continued)

Despite the inherent imprecision in these engineering estimates,
these estimates are used in determining depreciation and
amortisation expenses and impairment loss. Depreciation and
amortisation rates are determined based on estimated proved and
probable coal reserve quantity (the denominator) and capitalised
costs of mining structures and coal mining rights (the numerator).
The capitalised cost of mining structures are depreciated and coal
mining rights are amortised based on the units of coal produced.
At 31 December 2017, net carrying amounts of the Group’s mining
structures recognised in property, plant and equipment and the
Group’s coal mining rights were approximately RMB1,733,293,000
(2016: RMB737,652,000) and approximately RMB4,417,366,000
(2016: RMB2,292,588,000) respectively. Further details are
disclosed in Notes 14 and 15 respectively.

bligations for reclamation

The estimation of the liabilities for final reclamation and mine
closure involves the estimates of the amount and timing for the
future cash spending as well as the discount rate used for reflecting
current market assessments of the time value of money and the
risks specific to the liability. The Group considers various factors,
including future production volume and development plan, the
geological structure of the mining regions and reserve volume, to
determine the scope, amount and timing of reclamation and mine
closure works to be performed. Determination of the effect of these
factors involves judgements from the Group and the estimated
liabilities may turn out to be different from the actual expenditure
incurred. The discount rate used by the Group may also be altered
to reflect the changes in the market assessments of the time value
of money and the risks specific to the liability, such as changes of
the borrowing rate and inflation rate in the market. As changes in
estimates occur (such as mine plan revisions, changes in estimated
costs, or changes in timing of the performance of reclamation
activities), revisions to the obligations will be recognised. At
31 December 2017, carrying amount of the Group’s accrued
reclamation obligations was approximately RMB105,280,000 (2016:
RMB96,458,000). Further details are disclosed in Note 28.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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31 December 2017 —Z—+%+=-A=+—H

1.

COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTiNUED)

1.2 Basis of preparation (continued)

(d)
(vi)

(a)

Annual Report 2017 =&

Significant judgements and estimates (continued)
Impairment of non-financial assets

The Group assesses at each reporting date whether there is any
indication that non-financial assets with definite lives may be
impaired or that an impairment loss recognised in prior periods
for such non-financial assets may no longer exist or may have
decreased. If any such indication exists, the Group estimates
the recoverable amount of the assets in accordance with the
accounting policy stated in Note 2(k)(ii). In assessing whether
there is any indication that non-financial assets may be impaired
or that impairment loss may have reversed, the Group considers
indications from both internal and external sources of information
such as evidence of obsolescence or decline in economic
performance of the assets, changes in market conditions and
economic environment. These assessments are subjective and
require management’s judgements and estimations.

SIGNIFICANT ACCOUNTING POLICIES
Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity. When
assessing whether the Group has power, only substantive rights
(held by the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the consolidated
financial statements from the date that control commences until
the date that control ceases. Intra-group balances, transactions
and cash flows and any unrealised profits arising from intra-group
transactions are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from intra-group
transactions are eliminated in the same way as unrealised gains
but only to the extent that there is no evidence of impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. SIGNIFICANT ACCOUNTING POLICIES (conTinueD)
(a) Subsidiaries and non-controlling interests (continued)

Non-controlling interests represent the equity in a subsidiary not
attributable directly or indirectly to the Company, and in respect
of which the Group has not agreed any additional terms with the
holders of those interests which would result in the Group as a
whole having a contractual obligation in respect of those interests
that meets the definition of a financial liability. For each business
combination, the Group can elect to measure any non-controlling
interests either at fair value or at their proportionate share of the
subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from equity
attributable to the equity shareholders of the Company. Non-
controlling interests in the results of the Group are presented on
the face of the consolidated statement of comprehensive income
as an allocation of the total profit or loss and total comprehensive
income for the year between non-controlling interests and the
equity shareholders of the Company.

Changes in the Group’s interests in a subsidiary that do not result
in a loss of control are accounted for as equity transactions,
whereby adjustments are made to the amounts of controlling and
non-controlling interests within consolidated equity to reflect
the change in relative interests, but no adjustments are made to
goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as
a disposal of the entire interest in that subsidiary, with a resulting
gain or loss being recognised in the consolidated statement
of comprehensive income. Any interest retained in that former
subsidiary at the date when control is lost is recognised at fair value
and this amount is regarded as the fair value on initial recognition
of a financial asset (Note 2(e)) or, when appropriate, the cost on
initial recognition of an investment in an associate (Note 2(b)) or
joint venture.

In the Company’s statement of financial position, an investment in a
subsidiary is stated at cost less impairment losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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ARE P RARMEE
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuep)

(b) Associates

Annual Report 2017 =&

.

An associate is an entity in which the Group or the Company
has significant influence, but not control or joint control, over its
management, including participation in the financial and operating
policy decisions.

An investment in an associate is accounted for in the consolidated
financial statements under the equity method, unless it is classified
as held for sale (or included in a disposal group that is classified as
held for sale). Under the equity method, the investment is initially
recorded at cost, adjusted for any excess of the Group’s share of the
acquisition-date fair values of the investee’s identifiable net assets
over the cost of the investment (if any). Thereafter, the investment
is adjusted for the post acquisition change in the Group’s share of
the investee’s net assets and any impairment loss relating to the
investment (Note 2(Kk)(ii)). Any acquisition-date excess over cost,
the Group’'s share of the post-acquisition, post-tax results of the
investees and any impairment losses for the year are recognised
in the consolidated statement of comprehensive income, whereas
the Group’s share of the post-acquisition post-tax items of the
investees’ other comprehensive income is recognised in other
comprehensive income.

When the Group’s share of losses exceeds its interest in the
associate, the Group’s interest is reduced to nil and recognition of
further losses is discontinued except to the extent that the Group
has incurred legal or constructive obligations or made payments
on behalf of the investee. For this purpose, the Group’s interest is
the carrying amount of the investment under the equity method
together with the Group’s long-term interests that in substance
form part of the Group’s net investment in the associate.

Unrealised profits and losses resulting from transactions between
the Group and its associates are eliminated to the extent of the
Group’s interest in the investee, except where unrealised losses
provide evidence of an impairment of the asset transferred, in
which case they are recognised immediately in the consolidated
statement of comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

2. SIGNIFICANT ACCOUNTING POLICIES (conTinueD) 2. EREFBER m

(b) Associates (continued) (b) Bt& AR ()
If an investment in an associate becomes an investment in a joint MR E AR ZIRERBREEDREZR
venture or vice versa, retained interest is not remeasured. Instead, BRHEBERER BT @EHtE2REBE
the investment continues to be accounted for under the equity o R RIREBERBERBEREAR -
method.
In all other cases, when the Group ceases to have significant A EMIBERT - B 72K E K H —
influence over an associate, it is accounted for as a disposal of ERAZERTEN  BiREEZBE QR
the entire interest in that investee, with a resulting gain or loss 2B MAAEEXNBENGEESR
being recognised in the consolidated statement of comprehensive EWARER - EAIEREEATEHBH
income. Any interest retained in that former investee at the date TIRBEBWIRE S 2 SR AR BER
when significant influence is lost is recognised at fair value and miteBERVERA-—BEeHEE (M=
this amount is regarded as the fair value on initial recognition of a 2(e)) KRR/ ANE -

financial asset (Note 2(e)).

(c) Goodwill (c) B8
Goodwill represents the excess of EEBRUATME 2 =5
(i) the aggregate of the fair value of the consideration transferred, () HERENLAE  REWEF TR
the amount of any non-controlling interest in the acquiree and FE¥E AR 2 Y 2 BB Jo AN & B ST BT R 4 UK
the fair value of the Group's previously held equity interest in BARBRENAENERN ; 5

the acquiree; over

(i) the net fair value of the acquiree’s identifiable assets and (i) WWESTHAIZNEEHEBENRNIKER
liabilities measured as at the acquisition date. HISTEM AR EFEE ©

When (i) is greater than (i), then this excess is recognised B)ARRO)E - At ZEERERE 2 EK

immediately in the consolidated statement of comprehensive ARFHERLZERE AR o

income as a gain on a bargain purchase.

Goodwill is stated at cost less accumulated impairment losses. EEERRAREFREBBEAR EXEBE
Goodwill arising on a business combination is allocated to each HEANREIEEZESHeEAEMN (R
cash-generating unit (“CGU”), or groups of CGU, that is expected EAEBMN]) X—HRESELEN REESE
to benefit from the synergies of the combination and is tested BB BEHNHRMEER - WES
annually for impairment (Note 2(k)(ii)). FEITREAIE (FIE2(k) (i) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e REME
31 December 2017 —Z—+%+=-A=+—H

2.
(c)

(d)

SIGNIFICANT ACCOUNTING POLICIES (conTinueD)
Goodwill (continued)

On disposal of a CGU during the year, any attributable amount
of purchased goodwill is included in the calculation of the
consolidated statement of comprehensive income on disposal.

Foreign currency
Functional and presentation currency

Items included in the financial statements of each entity in the
Group are measured using the currency that best reflects the
economic substance of the underlying events and circumstances
relevant to the entity (the “functional currency”). The consolidated
financial statements are presented in RMB (the “presentation
currency”), while the functional currency of the Company is Hong
Kong dollars (“HKD”).

Foreign currency transactions

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies
are translated at the foreign exchange rates ruling at the end of
the reporting period. Exchange gains and losses are recognised
in the consolidated statement of comprehensive income, except
those arising from foreign currency borrowings used to hedge a net
investment in a foreign operation which are recognised in other
comprehensive income.

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the foreign
exchange rates ruling at the transaction dates. Non-monetary
assets and liabilities denominated in foreign currencies that are
stated at fair value are translated using the foreign exchange rates
ruling at the dates the fair value was measured.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE
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2. ERSFHE @
(d) e )
(iii) IR

2. SIGNIFICANT ACCOUNTING POLICIES (continuep)
(d) Foreign currency (continued)
(iii) Foreign operations

The assets and liabilities of foreign operations, including fair value

BINEBNEERAR (BREBBELN

adjustments arising on acquisition, are translated to RMB at NAERAE) HREHMINEIERIRE S A
exchange rates at the reporting date. The income and expenses of R¥ - BINEBHRARRAEZIZR H BEX

foreign operations are translated to RMB at exchange rates at the
dates of the transactions.

BERARE -

Foreign currency differences are recognised in other comprehensive HNEE Z BB 9 RIS E A 2 E R P B SR I A R
income and accumulated in the translation reserve, except to the BREBT RS EREEEOEEIFERE
extent that the translation difference is allocated to non-controlling mERIN o

interests.

If the settlement of a monetary item receivable from or payable
to a foreign operation is neither planned nor likely to occur in
the foreseeable future, then foreign currency differences arising

fiBINE AR G IA B A SR AT TR R AR
ARG B A A BE YA A - RIEREIR
BEEMINEZBEBNEBINEBREFEL

from such item form part of the net investment in the foreign —&59 - At - ZEEEREMEEBAS
operation. Accordingly, such differences are recognised in other BRI NBEFEES Rt -
comprehensive income and accumulated in the translation reserve.

(e) Financial instruments (e) EMT A

Non-derivative financial assets

The Group initially recognises loans and receivables on the date
that they are originated. All other financial assets are recognised
initially on the trade date, which is the date that the Group becomes
a party to the contractual provisions of the instrument.

The Group derecognises a financial asset when the contractual
rights to the cash flows from the asset expire, or it transfers the
rights to receive the contractual cash flows in a transaction in
which substantially all the risks and rewards of ownership of the
financial asset are transferred, or it neither transfers nor retains
substantially all of the risks and rewards of ownership and does
not retain control over the transferred assets. Any interest in such
transferred financial assets that is created or retained by the Group

(i) RTTESRMEE

$‘$IE’\E XN e M BR SR EE AR B R A0 A R
ReAEEXASBRITEASNEXHETHNS
B AEBRR 5 A GEHERHA LS
BE -

BEREEESRESRENA RENEM
H—ir RN R S (EREERAENBAR
DRBNEERRZZHER) hEREES
%’]fﬁuméé’ﬁéﬂﬁﬁ % I & 8 5 I R AR
BHARNB AR & E %A SR E
EEREEENE %U%H# CAIZEREERST
BERER B AKREELNRE 2CBBEZ
EeMEELTMESERRENEERE

is recognised as a separate asset or liability. & °
Financial assets and liabilities are offset and the net amount TREERABERAEBRE S EREAENH
presented in the consolidated statement of financial position when, ZeBWEIRFHELELE  EFRE

and only when, the Group has a legal right to offset the amounts
and intends either to settle on a net basis or to realise the asset
and settle the liability simultaneously.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT

e REME
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.

2.

SIGNIFICANT ACCOUNTING POLICIES (continue)

(e) Financial instruments (continued)

(i)

Non-derivative financial assets (continued)
Loans and receivables

Loans and receivables are financial assets with fixed or
determinable payments that are not quoted in an active market.
Such assets are recognised initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition,
loans and receivables are measured at amortised cost using the
effective interest method, less any impairment losses (Note 2(k)(i)).

Loans and receivables comprise pledged and restricted deposits,
cash and cash equivalents, trade and bill receivables, and other
receivables.

Cash and cash equivalents comprise cash at banks and on hand,
demand deposits with banks and other financial institutions,
and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject to
an insignificant risk of changes in value, having been within three
months of maturity at acquisition.

Non-derivative financial liabilities

The Group initially recognises financial liabilities on the trade date
at which the Group becomes a party to the contractual provisions of
the instrument.

The Group derecognises a financial liability when its contractual
obligations are discharged, cancelled or expire.

The Group classifies non-derivative financial liabilities as financial
liabilities at amortised cost. Such financial liabilities are recognised
initially at fair value less any directly attributable transaction costs.
Subsequent to initial recognition, these financial liabilities are
measured at amortised cost using the effective interest method.

Financial liabilities at amortised cost comprise trade payables,
financial liabilities included in other payables and borrowings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

. SIGNIFICANT ACCOUNTING POLICIES (continueD)

Property, plant and equipment
Recognition and measurement

Items of property, plant and equipment are measured at cost less
accumulated depreciation and impairment losses (Note 2(k)(ii)).

Cost includes expenditure that is directly attributable to the
acquisition of the asset. The cost of self-constructed assets
includes the cost of materials and direct labour, any other costs
directly attributable to bringing the asset to a working condition for
its intended use, the costs of dismantling and removing the items
and restoring the site on which they are located and capitalised
borrowing costs (Note 2(s)) and changes in the measurement
of existing liabilities recognised for these costs resulting from
changes in the timing or outflow of resources required to settle the
obligation or from changes in the discount rate. Purchased software
that is integral to the functionality of the related equipment is
capitalised as part of that equipment.

When proved and probable coal reserves have been determined,
costs incurred to develop coal mines are capitalised as part of the
cost of the mining structures. All other expenditures, including
the costs of removing waste materials, the cost of repairs and
maintenance and major overhaul, are expensed as they are
incurred.

If significant parts of an item of property, plant and equipment
have different estimated useful lives, then they are accounted
for as separate items (major components) of property, plant and
equipment.

Any gain or loss on disposal of an item of property, plant and
equipment (calculated as the difference between the net proceeds
from disposal and the carrying amount of the item) is recognised in
the consolidated statement of comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT

ARE P RARMEE

31 December 2017 —ZF—

2.

tHE+=A=t—H

SIGNIFICANT ACCOUNTING POLICIES (continuep)

(f) Property, plant and equipment (continued)

(ii) Subsequent costs

The cost of replacing a component of an item of property, plant and
equipment is recognised in the carrying amount of the item if it is
probable that the future economic benefits embodied within the
part will flow to the Group and its cost can be measured reliably. The
carrying amount of the replaced component is derecognised. The
costs of the day-to-day servicing of property, plant and equipment
are recognised in the consolidated statement of comprehensive
income as incurred.

(iii) Depreciation

Annual Report 2017 =&

Depreciation is based on the cost of an asset less its residual value
Significant components of individual assets are assessed and if a
component has an estimated useful life that is different from the
remainder of the asset, that component is depreciated separately.

Depreciation is recognised in the consolidated statement of
comprehensive income on a straight-line basis over the estimated
useful lives of each component of an item of property, plant and
equipment, other than mining structures.

The estimated useful lives for the current and comparative years of
significant items of property, plant and equipment are as follows:

Plant and buildings 10-30 years
Machinery 3-30 years
Electronic and other equipment 3-10 years
Motor vehicles 5-15years
Vessels 10-30 years

Mining structures are depreciated using the units-of-production
method, utilising proved and probable coal reserves in the depletion
base.

No depreciation is provided for assets under construction until
such time as the relevant assets are completed and available for
intended use. Assets under construction are transferred to the
relevant categories of property, plant and equipment upon the
completion of their respective construction.

Depreciation methods, estimated useful lives and residual values
are reviewed at each reporting date and adjusted if appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continuep)
Coal mining rights

Coal mining rights represent coal mining rights acquired from the
government or through a business combination. Coal mining rights
are stated at cost less accumulated amortisation and impairment
losses (Note 2(k)(ii)), if any.

Coal mining rights are amortised using the units-of-production
method, utilising proved and probable coal reserves in the depletion
base.

Lease prepayments

Lease prepayments represent the cost of land use rights paid to the
PRC government authorities. Lease prepayments are carried at cost
less accumulated amortisation and impairment losses (Note 2(k)
(i), if any.

Amortisation is charged to the consolidated statement of
comprehensive income on a straight-line basis over the respective
periods of the rights.

Inventories

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

The cost of inventories is calculated using the weighted average
cost formula and comprises expenditure incurred in acquiring the
inventories, production or conversion costs and other costs incurred
in bringing them to their existing location and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the
estimated costs necessary to make the sale.

2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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@

tHE+=A=t—H

. SIGNIFICANT ACCOUNTING POLICIES (continuep)

Inventories (continued)

When inventories are sold, the carrying amount of those inventories
is recognised as an expense in the period in which the related
revenue is recognised. The amount of any write-down of inventories
to net realisable value and all losses of inventories are recognised
as cost of sales in the consolidated statement of comprehensive
income in the period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as cost of sales
in the consolidated statement of comprehensive income in the
period in which the reversal occurs.

Obligations for reclamation

The Group’s obligations for reclamation consist of spending
estimates at both surface and underground mines in accordance
with the PRC rules and regulations. The Group estimates its
liabilities for final reclamation and mine closure based upon
detailed calculations of the amount and timing of the future cash
spending to perform the required work. Spending estimates are
escalated for inflation, then discounted at a discount rate that
reflects current market assessments of the time value of money
and the risks specific to the liability such that the amount of
provision reflects the present value of the expenditures expected to
be required to settle the obligation. The Group records as additional
costs of the mining structures in property, plant and equipment
associated with the liability for final reclamation and mine closure.
The obligation and corresponding asset are recognised in the period
in which the liability is incurred. The asset is depreciated on the
units-of-production method over its expected life and the liability
is accreted to the projected spending date. As changes in estimates
occur (such as mine plan revisions, changes in estimated costs,
or changes in timing of the performance of reclamation activities),
the revisions to the obligation and the corresponding asset are
recognised at the appropriate discount rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE
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2. ERSFHE @
(k) BEERE
(i) EPTEEHMEE

2. SIGNIFICANT ACCOUNTING POLICIES (conTinueD)
(k) Impairment of assets
(i) Non-derivative financial assets

Financial assets not classified as financial assets at fair value
through profit or loss are assessed at each reporting date to
determine whether there is objective evidence of impairment.
A financial asset is impaired if there is objective evidence of
impairment as a result of one or more events that occurred after
the initial recognition of the asset, and that the loss event(s) had an
impact on the estimated future cash flows of that asset that can be
estimated reliably.

Objective evidence that financial assets are impaired includes
default or delinquency by a debtor, restructuring of an amount
due to the Group on terms that the Group would not consider
otherwise, indications that a debtor or issuer will enter bankruptcy,
adverse changes in the payment status of borrowers or issuers,
the disappearance of an active market for a security, or observable
data indicating that there is measurable decrease in expected cash
flows from a group of financial assets. In addition, for an investment
in an equity security, objective evidence of impairment includes a
significant or prolonged decline in its fair value below its cost.

The Group considers evidence of impairment for financial assets
measured at amortised cost (loans and receivables) at both an
individual asset and a collective level. All individually significant
assets are individually assessed for impairment. Those found not to
be impaired are then collectively assessed for any impairment that
has been incurred but not yet individually identified. Assets that are
not individually significant are collectively assessed for impairment.
Collective assessment is carried out by grouping together assets
with similar risk characteristics.

In assessing collective impairment, the Group uses historical
information on the timing of recoveries and the amount of loss
incurred, and makes an adjustment if current economic and credit
conditions are such that the actual losses are likely to be greater or
less than suggested by historical trends.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuep)

(k) Impairment of assets (continued)

(i)

Non-derivative financial assets (continued)

An impairment loss in respect of a financial asset measured at
amortised cost is calculated as the difference between its carrying
amount and the present value of the estimated future cash flows
discounted at the asset’s original effective interest rate. Losses
are recognised in the consolidated statement of comprehensive
income and reflected in an allowance account against loans and
receivables. When the Group considers that there are no realistic
prospects of recovery of the asset, the relevant amounts are written
off. If the amount of impairment loss subsequently decreases and
the decrease can be related objectively to an event occurring after
the impairment was recognised, then the previously recognised
impairment loss is reversed through the consolidated statement of
comprehensive income.

Non-financial assets

The carrying amounts of the Group’s non-financial assets, other
than inventories, are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated. Goodwill
that have indefinite useful lives or coal mining rights that are
not yet available for use, are tested annually for impairment. An
impairment loss is recognised if the carrying amount of an asset or
CGU exceeds its estimated recoverable amount.

The recoverable amount of an asset or CGU is the greater of its
value in use and its fair value less costs of disposal. 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 or CGU. For impairment testing, assets are
grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of
the cash inflows of other assets or CGUs. Subject to an operating
segment ceiling test, CGUs to which goodwill has been allocated
are aggregated so that the level at which impairment testing is
performed reflects the lowest level at which goodwill is monitored
for internal reporting purposes. Goodwill acquired in a business
combination is allocated to groups of CGUs that are expected to
benefit from the synergies of the combination.

Annual Report 2017 —Z—tFF

| .

2. ERSFHBE @
(k) EERE @
(i) TTESRMEE (@)

BERREBHENAGTESREENRERE
DiEeREENERERREERNERT
R RN RRR S RENREBMNZR
At E o BENMEASEERARAERBEER
Ko FE W R R ) B AR P AR o iR AN SR E RS
BEYEAIKEZERATSR  RIMEEES
7o WREBESRERERY B H
ERIRERBELENSE M ZEAER - AL ATfE
REHEBRELO GRS ZEBAR -

FEMEE
BREEN AEEFeREENEDE " €

REBREMEER  LORERES A EMRE
BEFR - MEREABABTR - BISEET~%
BENAIKEISHE - BREEAFHANEE
3K i AR A] {50 P O R R ERTR A I R HE T ORL
BAH - H—REEXREELEMMNKRE
BERAHEMETATKE SR - Al SRRARES

18-

EESHSELBUMNAKROSELERE
REEMRERABREEXNAMEFOHRS
o EFEEREER A AKRRASR
EERANURBRERMEHEEREERE
EIR® E LS B E R R E AR
Bk BRREHRE - EERNRANS - &
ESAREBEZRNAR  AFEERATE
ERERE EFABOBUNEMBEEN
ReELBEUZRERE - RIFHEEDH
ERBIR & - BEETRERHNRRI R
RAAERE B WHAEBETERNKER
A CENERBNREELEME TUE
B REBEHPESNBESOEERAY
At A G R EE S H IR & E A B A
Al e



2.

China Qinfa Group Limited FEI&EZEEERAF 99

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continuep)

(k) Impairment of assets (continued)

(i) Non-financial assets (continued)

0

The Group’s corporate assets do not generate separate cash
inflows and are utilised by more than one CGU. Corporate assets
are allocated to CGUs on a reasonable and consistent basis and
tested for impairment as part of the testing of the CGU to which the
corporate asset is allocated.

Impairment losses are recognised in the consolidated statement of
comprehensive income. Impairment losses recognised in respect
of CGUs are allocated first to reduce the carrying amount of any
goodwill allocated to the CGU (group of CGUs), and then to reduce
the carrying amounts of the other assets in the CGU (group of
CGUs) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. For other
assets, an impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if
no impairment loss had been recognised.

Share capital
Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of ordinary shares, net of any tax effects,
are recognised as a deduction from equity.

Perpetual subordinated convertible securities

Perpetual subordinated convertible securities issued by the Group
gives the right to the holder to convert these securities into a fixed
number of the Company’s shares at any time at a fixed exercise
price per share. Perpetual subordinated convertible securities
with no contracted obligation to repay its principal nor to pay any
distribution are classified as equity. Respective distributions if and
when declared are treated as equity dividends.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT
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31 December 2017 —Z—+%+=-A=+—H

2.

SIGNIFICANT ACCOUNTING POLICIES (continuep)

(m) Employee benefits

(i)

Short-term employee benefits

Salaries, annual bonuses, paid annual leave and the cost of non-
monetary benefits are accrued in the year in which the associated
services are rendered by employees. Where payment or settlement
is deferred and the effect would be material, these amounts are
stated at their present values.

Defined benefit retirement plan obligations

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance for all of its
employees in Hong Kong. Contributions are made based on a
percentage of the employees’ basic salaries and are charged to the
consolidated statement of comprehensive income as they become
payable in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those of the
Group in an independently administered fund.

The employees of the subsidiaries within the Group which operate
in the PRC are required to participate in the central pension
scheme operated by the local municipal government. These PRC
subsidiaries are required to contribute a percentage of their
payroll costs to the central pension scheme as specified by the
local municipal government. The contributions are charged to the
consolidated statement of comprehensive income as they become
payable in accordance with the rules of the central pension scheme.

There were no forfeited contributions utilised by the Group to
reduce existing level of contributions for each of the years.

(iii) Share-based payments

The fair value of share options granted to employees is recognised
as an employee cost with a corresponding increase in a capital
reserve within equity. The fair value is measured at grant date
using the Binomial Model and Binomial Lattice Model, taking into
account the terms and conditions upon which the options were
granted. Where the employees have to meet vesting conditions
before becoming unconditionally entitled to the options, the total
estimated fair value of the options is spread over the vesting period,
taking into account the probability that the options will vest.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

2. EXEFBE @
(mEEEF @
(III)UxHx‘fﬁ%E 2 TR (&

2. SIGNIFICANT ACCOUNTING POLICIES (conTinueD)
(m) Employee benefits (continued)
(iii) Share-based payments (continued)

(n)

During the vesting period, the number of share options that is
expected to vest is reviewed. Any resulting adjustment to the
cumulative fair value recognised in prior years is charged/credited
to the consolidated statement of comprehensive income for the
year of the review, unless the original employee expenses qualify
for recognition as an asset, with a corresponding adjustment to
the capital reserve. On vesting date, the amount recognised as
an expense is adjusted to reflect the actual number of options
that vest (with a corresponding adjustment to the share-based
compensation reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the market price of the
Company’s shares. The equity amount is recognised in the share-
based compensation reserve until either the option is exercised
(when it is transferred to share capital and share premium
accounts) or the option expires (when it is released directly to
retained earnings or accumulated losses).

Provisions and contingent liabilities

Provisions are recognised when the Group has a legal or
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constructive obligation arising as a result of a past event, it is FERAIREEARERBNRNEEZEER
probable that an outflow of economic benefits will be required to TER AT 1A 5T - RIS HREE o W R

settle the obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are stated at the
present value of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of
outflow of economic benefits is remote. Possible obligations,
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occurrence of one or more future events are also disclosed as A I 2507 HH B BT RE ME AR B BIVE BIER ©
contingent liabilities unless the probability of outflow of economic
benefits is remote.
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e REME
31 December 2017 —Z—+%+=-A=+—H

2.
(0)

(i)

SIGNIFICANT ACCOUNTING POLICIES (continueD)
Revenue

Revenue is measured at the fair value of the consideration received
or receivable. Provided it is probable that the economic benefits
will flow to the Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in the consolidated
statement of comprehensive income as follows:

Sales of goods

Revenue from the sales of goods in the course of ordinary activities
is measured at the fair value of the consideration received or
receivable, net of returns, trade discounts and value added tax.
Revenue is recognised when persuasive evidence exists, usually
in the form of an executed sales agreement, that the significant
risks and rewards of ownership have been transferred to the buyer,
recovery of the consideration is probable, the associated costs
and possible return of goods can be estimated reliably, there is
no continuing management involvement with the goods, and the
amount of revenue can be measured reliably. If it is probable that
discounts will be granted and the amount can be measured reliably,
then the discount is recognised as a reduction of revenue as the
sales are recognised.

Charter hire income

Income from time charter, which is of operating lease in nature, is
recognised on a straight-line basis over the period of each charter.

Income from voyage charter is recognised on a percentage-of-
completion basis, which is determined on the time proportion
method of each individual voyage.

(iii) Finance income

Finance income comprise interest income, which is recognised as it
accrues in consolidated statement of comprehensive income, using
the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE
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2. ERSFHE @
(o) Wz (&)
(iv) S B &

2. SIGNIFICANT ACCOUNTING POLICIES (conTinueD)
(o) Revenue (continued)
(iv) Government subsidies

(p)

(q)

Government subsidies are recognised when there is reasonable
assurance that they will be received and that the Group will comply
with the conditions attaching to them. Subsidies that compensate
the Group for expenses incurred are recognised as other income
in the consolidated statement of comprehensive income on a
systematic basis in the same periods in which the expenses are
incurred. Subsidies that compensate the Group for the cost of
an asset are deducted from the carrying amount of the asset
and consequently are effectively recognised in the consolidated
statement of comprehensive income over the estimated useful life
of the asset by way of reduced depreciation expense.

Operating lease payments

Payments made under operating leases are recognised in profit
or loss on a straight-line basis over the term of the lease. Lease
incentives received are recognised as an integral part of the total
lease expense, over the term of the lease.

Income tax expense

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

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

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between
the carrying amounts of assets and liabilities for financial reporting
purpose and their tax bases. Deferred tax assets also arise from
unused tax losses and unused tax credits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuep)

(g) Income tax expense (continued)

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset can
be utilised, are recognised. Future taxable profits that may support
the recognition of deferred tax assets arising from deductible
temporary differences include those that will arise from the
reversal of existing taxable temporary differences, provided those
differences relate to the same taxation authority and the same
taxable entity, and are expected to reverse either in the same period
as the expected reversal of the deductible temporary difference or
in periods into which a tax loss arising from the deferred tax assets
can be carried back or forward. The same criteria are adopted
when determining whether existing taxable temporary differences
support the recognition of deferred tax assets arising from unused
tax losses and credits, that is, those differences are taken into
account if they relate to same taxation authority and the same
taxable entity, and are expected to reverse in a period, or periods, in
which the tax loss or credit can be utilised.

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

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

Additional income taxes that arise from the distribution of dividends
are recognised when the liability to pay the related dividends is
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. SIGNIFICANT ACCOUNTING POLICIES (conTiNnuED)
(q) Income tax expense (continued)

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

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

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

— the same taxable entity; or

— different taxable entities, which, in each future period
in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered,
intend to realise the current tax assets and settle the
current tax liabilities on a net basis or realise and settle
simultaneously.

(r) Dividends

Dividends are recognised as a liability in the period in which they
are declared.

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H
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31 December 2017 —ZF—

2.

tHE+=A=t—H

SIGNIFICANT ACCOUNTING POLICIES (continuep)

(s) Finance costs

(t)

Annual Report 2017 =&

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

The capitalisation of borrowing costs as part of the cost of
qualifying asset commences when expenditure for the asset is
being incurred, borrowing costs are being incurred and activities
that are necessary to prepare the asset for its intended use or sale
are in progress. Capitalisation of borrowing costs is suspended or
ceases when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are interrupted or
complete.

Financial guarantee contracts

Financial guarantee contracts are contracts that require the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payments when
due, in accordance with the terms of a debt instrument. Such
financial guarantees are given to banks and financial institutions on
behalf of subsidiaries to secure interest-bearing bank borrowings
and other banking facilities.

Financial guarantees are initially recognised in the consolidated
financial statements at fair value on the date the guarantee was
given. Subsequent to initial recognition, the Company’s liabilities
under such guarantees are measured at the higher of the initial
amount, less amortisation of fees recognised in accordance with
IAS 18, and the best estimate of the amount required to settle the
guarantee. These estimates are determined based on experience
of similar transactions and history of past losses, supplemented by
management’s judgement. The fee income earned is recognised on
a straight-line basis over the life of the guarantee.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continuep)
Financial guarantee contracts (continued)

Where guarantees in relation to interest-bearing bank borrowings
of subsidiaries or associates are provided for no compensation, the
fair values are accounted for as contributions and recognised as
part of the cost of the investment in the financial statements of the
Company.

Segment reporting

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

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

Related parties

(@) A person, or a close member of that person’s family, is related
to the Group if that person:

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

(iii) is a member of the key management personnel of the
Group or the Company’s parent.

A P RARMEE
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e IR MR

31 December 2017 —Z—+%+=-A=+—H

2. SIGNIFICANT ACCOUNTING POLICIES (conTinueD) 2. EREFBER m
(v) Related parties (continued) (V) BER @)
(b) An entity is related to the Group if any of the following (b) W& Tﬁ‘]ffﬂﬂﬂ# ANEEEAREEH
conditions applies: BRAE
(i) The entity and the Group are members of the same group () ZEBEASEBR—SE2KE
(which means that each parent, subsidiary and fellow naE (SRR MBARIKRZR

subsidiary is related to the others);

(i) One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of a
group of which the other entity is a member);

(iii) Both entities are joint ventures of the same third party;

(iv) One entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

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

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

(vii) 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

(viii) 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 Company.

Close members of the family of a person are those family members
who may be expected to influence, or be influenced by, that person
in their dealings with the entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 CHANGES IN ACCOUNTING POLICIES

In the preparation of the consolidated financial statements for the
year ended 31 December 2017, the Group has applied, for the first
time, the following amendments issued by the IASB.

IAS 7 Amendments Disclosure Initiative

IAS 12 Amendments Recognition of Deferred Tax Assets

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

None of these amendments have had a material effect on how the
Group’s results and financial position for the current or prior periods
have been prepared or presented. However, additional disclosure
has been included in Note 24(c) to satisfy the new disclosure
requirements introduced by the amendments to IAS 7 Statement
of cash flows: Disclosure Initiative, which require entities to provide
disclosures that enable user of the financial statements to evaluate
changes in liabilities arising from financing activities, including
both changes arising from cash flows and non-cash changes.
Comparative information for prior year has not been provided in
accordance with the transitional provisions of the amendments.

The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period.

A P RARMEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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ARE P RARMEE

31 December 2017 —Z—+%+=-A=+—H

4,

SEGMENT REPORTING

(a) Segment results, assets and liabilities

Annual Report 2017 =&

.

The Group has two operating and reportable segments which are
the Group’s strategic business units, as follows:

Coal business: Coal mining, purchases and sales, filtering, storage
and blending of coal in the PRC.

Shipping transportation: Time charter and voyage charter of
vessels.

These strategic business units offer different products and
services, and are managed separately because they require
different technology and marketing strategies. For each of the
strategic business units, the chief executive officer (the “CEQ”)
reviews internal management reports on a monthly basis.

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

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

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

Revenue and expenses are allocated to the reportable segments

with reference to sales generated by those segments and the
expenses incurred by those segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4, SEGMENT REPORTING (conTiNUED)
(a) Segment results, assets and liabilities (continued)

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

4, DEIRE @

(a) PEHEE - BEERERE

Coal business Shipping transportation Total
RER MEER -
2017 2016 2017 2016 2017 2016
ZEtEF | ZE-RE| ZBEtE | ZEF | ZE-tE | ZEF
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARBTR | ARETL | AR®TR | ARBTR | AR¥ETR | ARETR
Revenue from external customers HNEE P 2,857,163 608,469 148,508 107718 | 3,005,671 716,187
Inter-segment revenue 2 2R s - - 20,130 - 20,130 -
Reportable segment revenue THES B 2,857,163 608,469 168,638 107718 | 3,025,801 716,187
Reportable segment profit/(loss) A& D BIRBA
before taxation wA/ (B8) 5,036,222 590,622 40,811 (262,627) 5,077,033 327,995
Depreciation and amortisation WE R 221,964 88,146 19,404 29,788 241,368 117934
(Reversal of impairment)/impairment nE - BRRXE
losses on property, plant and equipment,  (R/EEE) / BEREFE
net (2,087,848) (396,451) - 184,854 (2,087,848) (211,597)
Reversal of impairment losses BRAEREZ
on coal mining rights HEBEED (2,206,456) (371,99) - - | (2,206,456) (371,99)
Reversal of impairment losses [ERE ST
on trade receivables, net RHERERDFE (147,436) (13,568) - - (147,436) (13,568)
Reversal of impairment Y EL I ES
losses on prepayments LREEBREFE
and other receivables, net (6,409) (7.809) - - (6,409) (7.809)
Recovery of bad debts previously FRBAMHEE
written off (8,403) - - (8,403)
Wavier of management fee payables HEENERERER
and safety supervision fee payables ZLEEE (160,753) - - (160,753)
Net (gain)/loss on disposal of property,  HEWE « BEREELZ
plant and equipment (h#)/ BEFE (1,454) (404) - 70,929 (1,454) 70,625
Reportable segment assets THRENBEE 10,413,230 | 5745978 434,901 428,635 | 10,848,131 | 6174613
Addition to non-current assets REFRDEE 164,753 149,821 310 3,207 165,063 153,028
Reportable segment liabilities THENHEE (10,417,611) | (10,454,739) (927113) | (1,015,360) | (11,344,724) | (11,470,099)
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31 December 2017 —Z—+%+=-A=+—H

4,

(b) Reconciliations of reportable segment revenue, profit/

SEGMENT REPORTING (conTinuED)

4, DEIRE @

(b) AI¥ & o BBUk R ~ BRBUATIERI

(loss) before taxation, assets and liabilities (E5E) - EERAEYHER
Revenue Wz
2017 2016
—E—+tF —ERF
RMB’000 RMB’000
ARET T ARETTT
Total of reportable segments revenue Al R & o SR e B KR 3,025,801 716,187
Elimination of inter-segment revenue D EBE a2 ¥4 (20,130) -
Consolidated revenue e W 3,005,671 716,187
Profit/(loss) before taxation BRELADREA(BE)
2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR%T T ARET T
Total of reportable segments profit before taxation A #5220k i Al i F| 4258 5,077,033 327,995
Unallocated head office and corporate expenses ROMB AR R ARIRAX (11,880) (8,073)
Net finance costs B ISR AN 5 (378,712) (446,955)
Consolidated profit/(loss) before taxation RAEBRBEH,(BE) 4,686,441 (127,033)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE ISRk MR

31 December 2017 —Z—+%+=-A=+—H

4, SEGMENT REPORTING (conTinueD) 4, DEIRE @

(b) Reconciliations of reportable segment revenue, profit/ (b) AI¥R& 23Uk - BRBADEF
(loss) before taxation, assets and liabilities (continued) (E51E) EERABYHER @

Assets BE
2017 2016
—E—+tHF —T—REF
RMB’000 RMB’000
ARE T AREEFIT
Total of reportable segments assets AR E D EEELRE 10,848,131 6,174,613
Elimination of inter-segment receivables 53 B P FE LA BR R 2 6 6 (611,511) (522,604)
Unallocated assets RKOBLEE 61,622 10,423
Consolidated total assets SCEBERRE 10,298,242 5,662,432
Liabilities &8
2017 2016
ZE—tF A
RMB’000 RMB’000
ARETR AREEFTT
Total of reportable segments liabilities ARESHaEsE 11,344,724 11,470,099
Elimination of inter-segment payables PR PR BR 3R 2 $ 85 (1,308,551) (1,349,211)
Tax payable FERTFRIE 282,638 242,050
Deferred tax liabilities EEFIEEE 1,178,514 205,673
Unallocated liabilities RAOBEEE 5,534 15,128
Consolidated total liabilities e AEes 11,502,859 10,583,739
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ARE P RARMEE

31 December 2017 —Z—+%+=-A=+—H

4,

SEGMENT REPORTING (conTinuED)

(c) Geographic information

Annual Report 2017 =& —

.

At 31 December 2017, the Group’s total assets are primarily
dominated by assets handling its coal business and shipping
transportation business. The coal is sold primarily to the PRC
domestic customers and investments in all coal mines are
physically located in the PRC. Therefore, related assets are almost
all located in the PRC. The vessels are primarily deployed across
geographical markets for shipping transportation throughout the
world. As a result, the directors of the Company consider that it will
not be meaningful to allocate the Group’s assets and their related
capital expenditure to specific geographical areas. Accordingly,
geographical segment information is only presented for revenue,
which is based on the geographical location of customers.

/'\:‘zlgﬁﬂ: ()

(c) EFER

RZE—tF+_A=+—H ~AEENE
é?ﬁigﬁy?&%ﬁi\@f%ﬁ“&ﬂm_f_%%f“
MEE -BREFEZEETHREARR - FiF
HEREELD FURPE - Bt - HENE
EET2HUATE EMFENEIREE
A H @ AT E TS o Utk - NARES
p/bﬁ’jﬁzﬂ i‘ﬂﬁiﬂ Zli'ilé(?&ﬁi‘ﬁfﬁ]ﬁ
QIR FTEH 2
{_Lﬁaf%;m”ﬁl azﬂﬂﬂ@“*ﬁﬁﬂ

Revenue from external customers INERE B U R
2017 2016
—E—tfF —E—XE
RMB’000 RMB’000
AR%T ARBT T
PRC A 2,927,911 641,359
Other countries H AR 77,760 74,828
Total &a&t 3,005,671 716,187
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

4, SEGMENT REPORTING (conTinuED) . DEBERE
(d) Information about major customers (d) EREFEREFZEHR
During the vyear, revenue derived from the following customers in RERN - EXSGEREEWRRBBIONZ T
coal business segment with whom transactions have exceeded IR REBDEZEPOKRNAT -
10% of the Group’s revenue are as follows:
2017 2016
—E—+tF —TRF
RMB’000 RMB’000
AR®TF T ARETIT
Customer A ZFEA 360,310 N/ANE A
Customer B ®FB 320,011 N/AZT i
Customer C ®FC N/ATIE A 155,610
Customer D ZFD N/ATE A 87,535
Revenue from customers A and B for the year ended 31 December HE-_T—R"F+-A=+—HLEFEXRH
2016 and revenue from customers C and D for the year ended 31 HEPARBHMWENAERHBE_E—tF+=H
December 2017 contributed less than 10% of the Group’s total =T —HILEFEREZEFPCERDMKEHEARE
revenue for the respective year. EREFENERRTER10% °
5. REVENUE 5. W
Revenue for the year represents the sales of coal and charter hire REZWEIEHERROBARBSYA
income.
The amount of each significant category of revenue recognised RENERNSEZH =S FEER 0
during the year is as follows: S ¢
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
AR® T ARETFIT
Sales of coal R SHE 2,857,163 608,469
Charter hire income HEEUWA 148,508 107,718
3,005,671 716,187
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31 December 2017 —ZF—

6. OTHER INCOME, GAINS AND LOSSES

Annual Report 2017 =& —

.

py S e
+F+=—A=+—H

6. HMWA -~ WEREGE

2017 2016
—E—tE | ZZT—F
Notes RMB’000 RMB’000
Bt aE ARETR | AR®TT
Government subsidies BB & @), Giii) 30,352 2,479
Foreign exchange (loss)/gain, net [EH (B18),/ W F5E (5,052) 7716
Net losses on disposal of subsidiaries HEMB AR ZEIEFE8 (i) (3,025) =
Net gain/(loss) on disposal of property, ﬁ%%¥ BEREE
plant and equipment Wz /(B1R) F58 (iif) 1,454 (70,525)
Waiver of management fee payables HEENEREEBR
and safety supervision fee payables N2 ERE (iv) 160,753 -
Recovery of bad debts previously written off 38R i@ 7F #f 4 #[E] 8,403 -
Sublease income o EBA 297 -
Others Hth 2,589 4,368
195,771 (55,962)
Notes: ihE:
(i) During the year ended 31 December 2017, the Group received (i) BE_T—+tF+_A=F+—BILFE
unconditional subsidies from local government as recognition of SEESEMBNNE MBS -
the Group’s contribution to the development of local economy and 1578 58 B Y B i 43 7 2% R P 4E B RA B
demolition of one vessel in the preceding year (Note (iii)). During the Prig — AR (PR aE(iD) - BE—F—X
year ended 31 December 2016, the Group received unconditional A=+ BIFE AEEETEM
subsidies from local government as recognition of the Group’s MEGEmDE  ERREAEEYE
contribution to the development of local economy. EEREER ©
(i) On 31 December 2017, the Group disposed of eleven subsidiaries (i) R=_F—+F+_A=+—0H" K&H
of the Group to independent third parties for an aggregate of cash SREEHASET (X)) ABYE=
consideration of United States dollars (“USD”) 5. The subsidiaries were EXREE+—HHBAR - ZFMEBL
dormant in nature and had no significant impact on the results and BRY HASEHE_T—+F -
cash flows of the Group for the year ended 31 December 2017. gf ALFENEERRERNETES
(i) During the year ended 31 December 2017, the Group obtained (i) RBE_T—+F+_f étjﬁi
government subsidy of RMB30,213,000 (2016: RMB30,019,000), AEEREI I - iBEHE - Fx
in respect of demolition of two vessels during the year ended 31 MBEZEBGURTXANELILHBE
December 2016 in accordance with “Implementation Plan for Early B (EEE @ﬁﬁﬁiﬂ%ﬁﬁ)ﬂﬂ?ﬁﬁﬁﬁﬁ%iﬁ
Retirement and Replacement of Obsolete and Worn-out Transportation M7 %) M (3 B 18 B it AR AN B8 750 ¥
Vessels And Single-hull Oil Tankers” € & i& % #4718 5% el 8 32 A1 HMPRMHHHBEESEERINE) - B
$MEEE B M5 &) and “Administrative Measure For The Special E_T-XF+-_A=+—H ﬂgifgﬁ
Subsidies Given By The Central Finance To Encourage Retirement And f2 fi AR & 15 AR 630,213,000 (— &
Replacement Of Obsolete and Worn-out Transportation Vessels And F : AK#30,019,000 07T) ZBUT & B
Single-hull Oil Tankers” € 2 £ /& $i i i 1 B 5% h ¥ #Rt /8% 52 87 b R BA ol M EEE])  BE T+ F+ -
BBIBESEEPE) jointly promulgated by the Ministry of Finance, —HIEFE - B e AK#30,213,0
the Ministry of Transport, the Development and Reform Commission, BEEFABMNRHEEIE® (MHE0) - BEZZE
and the Ministry of Industry and Information Technology of China F+A=+—BIFE &5 KRBT
(“Vessel Demolition Subsidy”). During the year ended 31 December 4 AK#30,019,0007T 1% ¥ A MAR A
2017, the government subsidy of RMB30,213,000 has been included in BB 1B gﬁ?’]}\ﬁﬁgﬂ) 929,0007T ' WE
government subsidies (Note (). During the year ended 31 December AHEWE « BE kR G BIEFEN o

2016, after taking into account the government subsidy compensation
of approximately RMB30,019,000, the net loss on demolition of the two
vessels was approximately RMB70,929,000 and has been included in
net loss on disposal of property, plant and equipment.
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6. OTHER INCOME, GAINS AND LOSSES (continueD) 6.

Notes: (continued)

(iv) On 31 December 2017, a PRC state-owned enterprise, who is
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H i

MieE - (&

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

A BWBERER @
)

responsible for providing management services and safety supervision (iv) ﬁﬁﬁ_g&—gﬁﬁ]@zj—%ﬁ [{%Egﬁ)—l%
to Shanxi Xinzhou Shenchi Xinglong Coal Co., Ltd. (“Xinglong Coal”) and 7 \ﬁ/d‘\‘|/\\$ St o= k%%%ﬁ ,:\‘ﬂ R T
Shanxi Xinzhou Shenchi Hongyuan Coal Co., Ltd. (“Hongyuan Coal”), 2 3= ﬁg/ﬁg‘:&%&ﬁAE_@;ﬁ - ﬁ
has waived its amounts due from the Group in total of approximately A¥§%£‘EH&$%@K iﬁﬁ‘“ﬁjﬁ_\ i PINL
RMB160,753,000 and such gain has been accounted for as waiver of J1L60 783 OO(,JD7\_E ; ézgqy;\az\\%’y\”’{,ﬁim%
el H 3 3 AA<T mm 7 A
aznya;%eﬁment fee payables and safety supervision fee payables during RN EEE RN R EES -
7. NET FINANCE COSTS 7. BHERAFEE
2017 2016
—E—+tF —TRF
RMB’000 RMB’000
ARBT T ARETTT
Interest income MEWBA (205) (984)
Interest on borrowings BEF A 338,742 419,895
Penalty interest on overdue borrowings BEEESIEAE 53,116 23,476
Interest charge on unwinding of discounts (Note 28) & #7382 Fl 285 (MizE28) 8,822 4,568
Less: interest capitalised into property, W W - B R
plant and equipment (Note (i) EEMEF B (HIEEG) (21,763) =
Finance costs LURL IR 378,917 447,939
Net finance costs B RS R AN F B 378,712 446,955
Note: Bt =E
() During the year ended 31 December 2017, the finance costs have (i) %ﬁéig:ﬁ$+1)zl =t+—RALFE " #
been capitalised at a rate of 6.63% per annum. No finance costs were BRACZFHRE.63%ERL - BE_T
capitalised during the year ended 31 December 2016. %gg%}iﬁ =+—HILFE - WEHBK
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e REME
31 December 2017 —Z—+%+=-A=+—H

8. PROFIT/(LOSS) BEFORE TAXATION

8. RBLATEF (H18)

(a) Profit/(loss) before taxation is arrived at after charging:

(a) BRBLADER(E18) SHIBRU T F1H :

2017 2016
—E—+t5F A=
RMB’000 RMB’000
AR®T ARBT T
Cost of inventories (Note (i) FERA (FFEG) 2,208,013 675,625
Minimum lease payments under operating lease: KEHE N 2 REHAENR
- properties — 2,452 14,581
- vessels — 5/ 43,283 4,734
Depreciation of property, plant and equipment W - BB MERETE
(Note 14) (MH5E14) 159,589 96,513
Amortisation of coal mining rights (Note 15) R PR S (PIEE15) 81,678 21,319
Amortisation of lease prepayments (Note 16) THETER AR E S (H5E16) 140 140
Property, plant and equipment written-off (Note 14) #1% - ME KRR (ME14) 5,318 2,090
Auditor’s remuneration 1% A B &
— audit services — EAZ RIS 1,972 1,852
- non-audit services — EBE RS 700 1,130
Management and safety supervision fees payable  ENEBRER L EEE
(see Note 6(iv)) (RPFFE6(IV)) - 48,090
Employee benefit expenses (excluding directors’ EERMAX (TEREREEK
and chief executive’s remuneration (Note 10)) = THRASME) (izE10)
— Salaries, allowances and benefits in kind — %4 2R EYWRER 334,717 132,547
- Contributions to retirement benefit schemes — RIREFET B K 13,303 5,260
- Share-based payments — DARRAD BERE 2 5K 973 5,232
348,993 143,039
Note: 5T
(i) Cost of inventories included approximately RMB421,379,000 (2016: ) FERAGSRERERANFN WX HW&E
RMB180,418,000) relating to employee benefit expenses, depreciation KR E LA &ﬁﬁ%%ﬁgﬁﬁ% ELEEEOPN
of property, plant and equipment and amortisation of coal mining = ’#15421,379@0071: (ZZE-—RF: AR
rights which amounts are also included in the respective total amounts 1 80,41\8,0007‘5) N BHASEIE T AR EZ
disclosed separately above for each of these types of expenses. SHZHARN EXERERENEEESEE -
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31 December 2017 —Z—+%+=-A=+—H

8. PROFIT/(LOSS) BEFORE TAXATION (conTinueD) 8. BRBANERN (FE) w
(b) Reversal of impairment losses, net (b) R{EREEREFEE
2017 2016
—E—+tF —EBRF
RMB’000 RMB’000
ARBT R ARET T
Reversal of impairment losses on property, VI S MR 2 B
plant and equipment, net (Note 14) EiE R B FEE (MisE14) (2,087,848) (211,597)
Reversal of impairment losses on coal mining rights £ RERAERE 2 Fi{E & 1B [l
(Note 15) (M45E15) (2,206,456) (371,199)
Reversal of impairment losses on trade receivables, FEWE 5BRH 2 B EERE
net (Note 21) BEEFEEE (PEE21) (147,436) (13,568)
Reversal of impairment losses on prepayments TEfTBRF R B U AR R 2
and other receivables, net (Note 22) BB R (M5E22) (6,409) (7,809)
(4,448,149) (604,173)
9. INCOME TAX EXPENSE 9. FREHAX
Income tax expense in the consolidated statement of FEEEBARANAERAIE
comprehensive income represents:
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
ARET T ARBTT
Current tax expense BUERFRIE R 2
- PRC Corporate Income Tax — R ERER 7,945 9,288
— Over-provision of PRC Corporate —BAEFERREE
Income Tax in prior years FTiS TR B RE e (18,695) (2,5615)
Deferred tax (Note 18) EERIE (FH7E18) 972,841 182,921
Income tax expense PSR X 962,091 189,694
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e REME
31 December 2017 —Z—+%+=-A=+—H

9. INCOME TAX EXPENSE (conTinuED)

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

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

(iii) Provision for the PRC Corporate Income Tax was based on the
statutory rate of 25% (2016: 25%) of the assessable profits of
subsidiaries which carried on businesses in the PRC.

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

9. FREHAX W

(i) RERASHENMNEBRLESHHRLR
He K%@ﬂ/,\?%ﬁliW%ﬁxﬁ%&?i%

BRXBEENEMMERH (ZT—RF:
&)

(i) AREIREBHNE R BRE A EE
AIEBREBNSHOERTREN (=
T—RF E) SAKEAERZEFM
BRRSEEMNESHIELEME -

(i) PRIGCEMER D ERNTBERERREZ
Bt BB B2 B R B M RA TE B R 26%
(ZZT—RF : 25%) fE#&E -

FANAEHRBALEREGEEZEARARS
BREADER (BE) HERIT:

2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR%ET ARET T
Profit/(loss) before taxation BREERm A (B 1E) 4,686,441 (127,033)
Notional tax expense on profit/(loss) before taxation, KA E AR X5 & AR AT
calculated at the applicable tax rates wAl L (B1R) NEEHIERAX 1,167,685 48,363
Tax effect of unused tax losses not recognised RERZARBATIBEBEZ
TRiS s & 48,291 150,019
Tax effect of non-deductible expenses AR S 2 g & 29,134 33
Tax effect of non-taxable incomes IERTUAZ B & (44,635) -
Tax effect of temporary difference not recognised RERZ AN EREZRE 2
Mg E - 896
Utilisation of tax loss and temporary difference FRABEFERERL
not recognised in prior years RIS e 1E R £ 5 (219,689) (7102)
Over-provision of PRC Corporate BAEFEFRPEMEH
Income Tax in prior years FRRE R (18,695) (2,515)
Income tax expense FrS & X 962,091 189,694
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31 December 2017 —Z—+%+=-A=+—H

10.DIRECTORS’ AND CHIEF EXECUTIVE’S 10.EERTHEATME
REMUNERATION
Details of directors remuneration are as follows: BEEME2FHBOT
Salaries,  Contributions
allowances  to retirement
and benefits benefit Share-based 2017
Directors'fee inkind schemes Sub-total payments Total
e BMR BHEA DROAER  —B-tF
Ezng ENET HE 25 it PAE @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Name of directors ESiE ARETR  ARMTR  ARETr  ARETR  ARBTR  ARET:R
Executive directors YTES
Mr. Xu Da hERE 812 1,159 36 2,007 - 2,007
Mr. Bai Tao (Note (i) REEE (B3Ei) 916 1,353 51 2,320 - 2,320
Ms. Wang Jianfei THRRL 624 383 17 1,024 - 1,024
Mr. Fung Wai Shing (Note (i) R (FEkin) 627 1,076 15 1,718 192 1,910
Mr. Liu Jinghong (Note (i) S (Fzk(n) 725 597 - 1,322 38 1,360
Independent non-executive directors ~ BUFHTEES
Mr. Huang Guosheng EEBRA 20 - 15 255 7 262
Mr. Lau Sik Yuen AGREE 317 - - 317 7 32%
Mr. Xing Zhiying MEBLE 240 - = 240 7 247
4,501 4,568 134 9,203 251 9,454
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31 December 2017 —Z—+%+=-A=+—H

10.DI

RECTORS’ AND CHIEF EXECUTIVE’S

REMUNERATION (conTinuED)

1NV0.ZEERTHAZME @

Salaries,  Contributions
allowances  to retirement

and benefits benefit Share-based 2016
Directors fee inkind schemes Sub-total payments Total
ETE =111 RINET IRAAER  ZF-AF
EZHS BT FE i) 2 @5
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
Name of directors BES ARETT  ARETR  AREBTR  ARETE  AR%TT  ARETR
Executive directors HTES
Mr.Xu Da RERE 292 373 4 669 = 669
Mr. Bai Tao (Note (i) REEE (M) 642 757 27 1,426 - 1,426
Ms. Wang Jianfei THR%L 674 496 19 1189 - 1189
Mr. Xudihua (“Mr.Xu) (Note (i) REERE (MR%E]) (R3K(i) 617 678 25 1320 - 1320
Mr. Ma Baofeng (Note (iv) SRELE (Hzk(v) 289 674 - 963 - 963
Independent non-executive directors ~ BUEHTEE
Mr. Huang Guosheng "EELE 240 - - 240 30 270
Mr. Lau Sik Yuen )y 326 = = 325 30 355
M Xing Zhiying i L 20 - - %0 30 270
3,319 2978 75 6,372 90 6,462
Notes: 5T -
(i) Mr. Bai Tao, an executive director of the Company, is also the chief () ARBERTESABEENRARARZRSIT
executive of the Company. BAER
(i) Mr. Fung Wai Shing and Mr. Liu Jinghong were appointed as executive (i) BEKEERIZAEET T —+LFMA
directors of the Company with effect from 12 April 2017. TZHi %?E7%$ 7$ﬂf7§$
(iii) Mr. Xu resigned as an executive director of the Company on 8 (i) MAERZF—A"FT+_ANBBRHEART]
December 2016. HITES ©
(iv) Mr. Ma Baofeng retired and ceased to be an executive director of the (iv) BREXER _ZT—XNFXRA-+=RERE
Company on 23 June 2016. RTBAERNARHITESE
There were no amounts paid during the year (2016: Nil) to the FA - ARFWERAEEZMEMERES
directors in connection with their retirement from employment with AEBERTEB KBS ERMBLEE (=
the Group, or inducement to join. T—RF | o
Salaries, allowances and benefits in kind paid to or for the executive EXNTHITESIRTESNGT S  F8
directors are generally emoluments paid or receivable in respect of REYEMN —RIERZEEATERLRQA
those persons’ other services in connection with the management Ko EL PR 88 2 A ) 5 765 48 B A L b AR5 T S AF

of the affairs of the Company and its subsidiaries.
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11.EMPLOYEES’ AND SENIOR MANAGEMENT’S
EMOLUMENTS

Employees’ emoluments

The five highest paid individuals of the Group during the year
include four (2016: three) directors of the Company, whose
remuneration are reflected in the analysis presented above. Details
of remuneration paid to the remaining one (2016: two) highest paid
individuals of the Group are as follows:

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

MNEERSHREE AESM

12 S % A

FR - ARERRRSFH A LEBEAR
AR (ZE-—RF:=ZR)EF KE
ZEHMRIA LT ES - MAKEESRRS
—R(ZE-—RF:ME) FMALINZ
BB

2017 2016

—E—+F ZE—RF

RMB’000 RMB’000

ARET T ARBTT

Salaries, allowances and benefits in kind e RMEREDET 1,062 1,734
Contributions to retirement benefit schemes RGBT IR 51 19
Share-based payments VAR 1 B ERE 2 (958 = 1,595
1,113 3,348

The emoluments of the remaining one (2016: two) individuals with
the highest emoluments are within the following bands:

HBp—2 (2T —RF MB) Z5FHFMA
T 2HBT

2017 2016

—E—tF —E-RF

Number of Number of

HKD individuals individuals
BIT AH AH
1,000,001 - 1,500,000 1 -
1,500,001 - 2,000,000 - 1
2,000,001 - 2,500,000 - 1

There were no amounts paid during the year (2016: Nil) to the five
highest paid employees in connection with their retirement from
employment with the Group, or inducement to join.

FA - AEA TR &S HBES S 08
MEBAKERETARIFKALEMMNEE
B (ZZF—RF:8)-
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ARE P RARMEE

31 December 2017 —Z—+%+=-A=+—H

11.EMPLOYEES’ AND SENIOR MANAGEMENT’S

EMOLUMENTS (conTinuED)

Senior management’s emoluments

MNEERSREBAEFM @

The emoluments of the four (2016: six) senior management of the
Group who are not directors of the Company for the year ended 31
December 2017 were within the following bands:

AR TR A B H
BE-T—tFT-A=t—BLFE &
SEME (CF—AF: AR) BREBA
B (LHADTEE) ZHWAHWT -

2017 2016

—ZE—+tHF ZE—RF

Number of Number of

HKD individuals individuals
BT A A
500,001 - 1,000,000 2 -
1,000,001 - 1,500,000 2 4
1,500,001 - 2,000,000 - 1
2,000,001 - 2,500,000 - 1

Of the senior management of the Group, eight (2016: eight, including
one director who resigned and one director who retired) were the
directors of the Company, whose emoluments are included in Note

10.

12.0THER COMPREHENSIVE INCOME

Tax effects relating to each component of other comprehensive

12.

AEBZERERAR  ERNL(ZF—
NE )\ BR-ZEREEFR BRI
B RARRES  REZFHERER

MizE10 o

HsZ2E B A
Hip 2 ERARSERE D HBRE

income:
2017 2016
Bt “T-AE
Before-tax Tax Net-of-tax Before-tax Tax Net-of-tax
amount expense amount amount expense amount
LTIk BEx hikeH faes i hike®
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT NS ARETT ARETTL AREFT AREFT
Foreign currency translation differences for ~ BONEREL 2SME#E
foreign operations EB (13,822) - (13,822) 24,524 - 24,524
Foreign currency translation differences HENBARBESNER
reclassified to profit or loss upon BRAINEAEZE
disposal of subsidiaries (180) - (180) - - -
Other comprehensive (loss)/income b2 (58)/ WA (14,002) - (14,002) 24,524 - 24524
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13.EARNINGS/(LOSS) PER SHARE
Basic earnings/(loss) per share

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

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

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

13.8REF (FE)
BRELXER (FE)
BREARAN (BB DERFARRR L
L*E\ A AT i" /(EESTE) MEBETE
BRH) IR BT E

BE—T —RNE+ZA=1+—
HIEFEARR E\ B ARESBRE
$§£ﬂ/()§ﬂ§) TJ%E(‘LAT%(TF.#?E :

ti&

2017 2016
—E—+tF ZERF
RMB’000 RMB’000
AR%TR ARET T
Profit/(loss) for the year attributable to RRARERFEBABGEER
equity shareholders of the Company wmA L (EE) 3,158,349 (330,542)
Less: Distribution relating to perpetual A ﬁfﬁ’\*ﬁﬁﬁg 52 KA
subordinated convertible securities classified IRABATHRARR 38 55 2 9 Ik
as equity (Note 29(c)) (W%EZQ(C)) - (5,030)
Profit/(loss) for the year attributable to HEERERET(EEB) A
ordinary equity shareholders of the Company RRARIEEERFEA ARG
used in calculating basic earnings/(loss) per share R T/ (E1E) 3,158,349 (335,572)
Weighted average number of ordinary shares EEREARRN /(EE) A
for the purpose of basic earnings/(loss) jELT %Hyﬂﬂ$§$i@§5{
per share 2,493,413,985 | 2,493,413,985

HEER

4
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e REME
31 December 2017 —Z—+%+=-A=+—H

13.EARNINGS/(LOSS) PER SHARE (continueD)

Diluted earnings/(loss) per share

The calculations of diluted earnings/(loss) per share attributable to
ordinary equity shareholders of the Company for the years ended
31 December 2017 and 2016 are based on the following data:

13.8REFN (FE) =

SREEET  (BR)
BE-T—tFR-FAFT-A=t—
BULF AR R R AR S RS
BRF,(B8) TER A TRIRESH

2017 2016
—E—+F ZE—RF
RMB’000 RMB’000
AR¥T AREFT
Profit/(loss) for the year attributable to ordinary STEBRELARER S (EBE)
equity shareholders of the Company used in FTAARRERERIEAA
calculating basic earnings/(loss) per share PR NER(E518) 3,158,349 (335,572)
Add: Distribution saving relating to mn: ERSBERER 2 KARE
perpetual subordinated convertible securities AR EE H 2 7K
classified as equity (Note 29(c)) (FizE29(c)) - N/ATE
Adjusted profit/(loss) for the year attributable STEEREERN(EE)
to ordinary equity shareholders of the Company FIRAAR R R ERERFEEA
used in calculating diluted earnings/(loss) EEFREARRT,(BE)
per share 3,158,349 (335,572)

Weighted average number of ordinary shares
for the purpose of diluted earnings/(loss)
per share

Adjustments for calculation of diluted
earnings/(loss) per share:

T

ArEEREERT(BER)
PR E B IR P9

S EFREERT(BE)

2,493,413,985 | 2,493,413,985

Perpetual subordinated convertible securities NS GIE & 118,000,000 N/ATE
Adjusted weighted average number of ordinary AESREERF S (EER)
shares for the purpose of diluted Fir A & AR A A 2 hiE 9 2K

earnings/(loss) per share

2,611,413,985 | 2,493,413,985

For the year ended 31 December 2017, the computation of diluted
earnings per share does not assume the exercise the Company’s
outstanding share options since the exercise prices of these
options were higher than the average market price of shares for the
year ended 31 December 2017 and hence the share options were
not dilutive.

For the year ended 31 December 2016, as the Company’s
outstanding share options and perpetual subordinated convertible
securities had an anti-dilutive effect to the diluted loss per share
calculation, the conversion of these potential ordinary shares is not
assumed in the computation of diluted loss per share.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

14.PROPERTY, PLANT AND EQUIPMENT

14.9% - BERRE

Electronic Assets
Plantand and other Motor Mining under
buildings Machinery equipment vehicles Vessels structures  construction Total
BEREF B8 ETREMRE RE & RREEN HREE @it
RMB'000 RMB000 RMB000 RMB000 RMB000 RMB'000 RMB'000 RMB000
AREFT AREFT ARETT ARETT ARETT ARETT AREFT AREFT
Cost B
At 1 January 2016 RZE—E-A-H 1,026,154 975,003 45,350 173114 1,330,801 1703192 1,221,072 6,474,686
Additions AE 5,505 19,294 2,202 4,569 3,207 12,843 105,408 153,028
Disposals e - - ) (2,237) (635,235) - - (637476)
Written-off ik (2,090) - - = = - - (2,090)
Exchange differences EiER % - - 9 47067 - - 47187
At 31 December 2016 R=F-~"FtZR=1-R
and 1January 2017 R=3-t%-A-H 1,029,604 994,297 47548 175,541 745,830 1,716,035 1,326,480 6,035,335
Additions RE 2,755 20,536 1,602 15,512 310 = 124,348 165,063
Transfer from assets gnkeaE
under construction 81,075 152,891 697 12,228 - 231,688 (478,579) -
Disposal of subsidiaries HEHBLA - - (783) - - - - (783)
Disposals & - - - (1,758) - - - (1,758)
Written-off i (5,505) - - - - - (531) (6,036)
Exchange differences ERER (31) - - (203) (42,013) - - (42,247)
At 31 December 2017 R=F-t#+-A=1-A 1,107,898 1,167,724 49,064 201,320 704,127 1,947,723 971,718 6,149,574
Accumulated depreciation ZTERAERE
and impairment losses
At 1 January 2016 RZE-7"5-A-H (637,976) (694,338) (41,633) (135,260) (689,949) (1,041,813) (795,826) (4,036,695)
Charge for the year EiE (18,035) (29611) (3,439 (5.441) (28,07) (11886) - (96513)
Reversal of impairment WEFR
losses/(impairment losses) BE/(AESR) 37630 68,629 1141 2877 (184,854) 75316 210858 211,597
Disposals e - - 5 1986 511,979 - - 513,970
Exchange differences ERER (39) - - (83) (12783) - - (12,901)
At 31 December 2016 and REBET-A=T-HR
1January 2017 “5—+%5-f-H (618,416) (655,320) (43,820) (135,921) (403,714) (978,383) (584,968) (3,420,542)
Charge for the year Eming (19,889) (74,395) (3,143) (11,860) (13,675) (36,627) = (159,589)
Accumulated impairment gakEEEY
losses transferred from ZitAEER
assets under construction (67157) (79,384) (363) (6,363) - (121,596) 254,863 -
Reversal of impairment losses RESEER 459,200 331,303 7169 37,895 - 922176 330,105 2,087,848
Disposal of subsidiaries HERBAR - - 160 - - - - 160
Disposals et - - - 1,702 - - - 1,702
Written-off i 718 - - - - - - 718
Exchange differences ERER 3 - - 40 23,824 - - 23,895
At 31 December 2017 R=F—t#+-A=1-A (225,513) (477,796) (39,997) (114,507) (393,565) (214,430) = (1,465,808)
Net carrying amounts REFE
At 31 December 2016 RZF-~E+ZA=1-H 411,188 338,977 3,728 39,620 342,116 737652 741512 2,614,793
At 31 December 2017 RZF-tF+=A=1-A 882,385 689,928 9,067 86,813 310,562 1,733,293 97,718 4,683,766
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e REME
31 December 2017 —Z—+%+=-A=+—H

14.PROPERTY, PLANT AND EQUIPMENT (conTinuED)

The Group does not have the title certificates for certain items
of plant and buildings with an aggregate net carrying amount of
approximately RMB860,015,000 (2016: RMB382,876,000) as at 31
December 2017. The directors of the Company are of the opinion
that the Group is entitled to lawfully and validly occupy and use the
above mentioned properties and therefore the aforesaid matter
does not affect the ownership rights of the Group over these assets
and hence did not have any significant impact on the Group’s
financial position as at 31 December 2017.

The Group’s property, plant and equipment with net carrying amount
of approximately RMB1,373,638,000 (2016: RMB1,110,714,000)
were pledged for borrowing (Note 27), as follows:

14. 9% - BERFE @

AEBVESEN _Z—+E+-_A=1+—
H4@&EmFE4 AREKS860,015,0005T (=
T —NF: AR%382,876,0007T) K& T
HMEREFEENERERE - ARFESR
AASEEEEAZEREBGAENER LY
¥ At PEEYTIEEAEEHZSE
BEZHMEEREAEEN T —tF+=
A=+— AR BEHRR T EERERTE -

AEBEBR@FENARE1,373,638,0007T
(ZZ—7R"F: AR®1,110,714,0007T) &
WE BELRERIEFAESES (KT

27) " IATRFR

2017 2016
—ZE—+tF ZE-RF

RMB’000 RMB’000

AR¥T T ARBT T

Plant and buildings WE REF 179,433 117,477
Machinery T 2s 259,660 145,643
Electronic and other equipment BT REAM R 2,601 2,679
Motor Vehicles qE 37,672 17,959
Vessels S 310,562 342116
Mining structures PREEIEEEY) 583,710 484,840
1,373,638 1,110,714

During the year ended 31 December 2016, certain vessels of the
Group suffered operating loss, as a result, the Group assessed
the recoverable amounts of each of its vessels as at 31 December
2016. The net carrying amounts of the vessels were written down
to their recoverable amounts of approximately RMB342,116,000.
An impairment loss of approximately RMB184,854,000 was
recognised in impairment losses in the consolidated statement of
comprehensive income of the shipping transportation segment.
The estimates of recoverable amounts of each of the vessels
were based on value-in-use calculations. These calculations
use cash flow projections based on financial budgets approved
by management covering the useful life of the vessels. A pre-tax
discount rate of 12.5% was applied and the discount rate reflects
the specific risks relating to the shipping transportation segment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

14.PROPERTY, PLANT AND EQUIPMENT (conTinuED)

As at 31 December 2017, with the continuing significant favorable
change in market circumstances in its coal business segment,
the Group assessed the recoverable amounts of property, plant
and equipment, together with coal mining rights of coal business
segment of the Group, in the manner described below

In the opinion of the directors of the Company, each coal mine
constituted a CGU, as a result, property, plant and equipment
together with coal mining rights related to each CGU were assessed
for impairment by reference to the recoverable amount of the
CGU to which they belonged. Each CGU’s recoverable amount was
assessed independently of the other CGUs recoverable amounts.

The estimates of recoverable amounts as at 31 December 2017 of
each of the CGUs containing the property, plant and equipment and
coal mining rights in the coal business segment were based on their
values in use with reference to respective professional valuation
reports issued by an independent firm of professionally qualified
valuers.

Details of the determination of values in use of the CGUs are set out
in Note 15(iv).

As at 31 December 2017, as a result of the determination that
the recoverable amounts of the CGUs were higher than their
net carrying amounts, impairment losses of approximately
RMB2,087,848,000 (2016: RMB396,451,000) recognised in prior
periods for property, plant and equipment was reversed and
recognised as reversal of impairment losses, net in the consolidated
statement of comprehensive income during the year.

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

14. 9% - BERRE @

RZF—+F+=A=+—8" %Fﬁ%fi%
BOHNTSBRFELBRENE &
$ElMTXFﬁLE‘E.:HEEIk%f%ﬁ““*
VI R N 3R [R) R ok BR A 4 9 AT Uk ]
TR o

ARBEEZRR  BERBEENRESELE
- Bt WE - BEERBEREHESR
TELBUMNRRKREEESEREMER
TEABUAAIRE S BEEETRENE -
SEHReELENNA RO BB NEMER
SELBUA A WESEMETTIHE o

RZF—tF+-A=1+—8  BERKRZE
BRI - BB K& & R R R SR a4
MERSEEBEUMA RO SENGTIE
REENEREER  2EHRNBILEXS
BRMEEMTHANERGERSEL -

ReELESBMNFEREECEEFBHNWFE
15(iv) °

R-ZZE—+HF+-_A=+—8 ARETHE
SEABEVMNARESESREESE 2 REF
B BEPEERYE  BERXHEZRE
B4 AR #2087,848,0007T (=& — /X
F . ARM396,451,0007T) EEE - RN
FANGZEEZEBARANER SR EEIER
@/?%E °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e REME
31 December 2017 —Z—+%+=-A=+—H

15.COAL MINING RIGHTS 15. 4% i PR IE AE
RMB’000
ARBTT
Cost %S
At 1 January 2016, 31 December 2016, RZE—XRF—A—B ZZ—X"F+=A
1 January 2017 and 31 December 2017 =+—H -ZEZ—+tF—F—AK
—F—+#t+-A=t-1 4,776,872
Accumulated amortisation and impairment losses R84 R B EEE
At 1 January 2016 RZZE—RF—H—H (2,834,164)
Charge for the year (Note (ii)) FRBEE (MEEi)) (21,319)
Reversal of impairment losses (Note (iii)) B EIEREE (P EEGI)) 371,199
At 31 December 2016 and 1 January 2017 RZB—RFE+_A=+—BR_ZF—+F
—H—H (2,484,284)
Charge for the year (Note (ii)) FREE (HEEGD)) (81,678)
Reversal of impairment losses (Note (iii)) B EE B A (BIaEdii) 2,206,456
At 31 December 2017 RZZE—tF+_H=+—H (359,506)
Net carrying amounts BRTE R E
At 31 December 2016 R-F—R"E+-_A=+—8H 2,292,588
At 31 December 2017 R_B—tF+_H=+—H 4,417,366
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15.COAL MINING RIGHTS (conTinueD)

(i)

The balance represents the rights to conduct mining activities
in Shanxi Province. All the mine sites are located on lands in the
PRC to which the Group has no formal title of ownership, hence
none of the carrying amount of lease prepayments (see Note
16) relate to these lands. The Department of Land Resources
of Shanxi Province issued and renewed several mining rights
certificates to the Group. Details of the Group’s coal mining
rights are as follows:

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

Up to the date of this report, coal mining rights of Xinglong Coal
Mine and Hongyuan Coal Mine were expired. Management is
in the process of renewing these certificates. With reference
to the legal opinion received by the management, the Group
will be able to continuously renew the mining rights and the
business licenses of respective mining subsidiaries at minimal
charges.

(i) Amortisation of the coal mining rights is based on the units-of-

production method, utilising proved and probable coal reserves
in the depletion base. Amortisation expenses of approximately
RMB81,678,000 (2016: RMB21,319,000) have been charged in
cost of sales.

(iii) As at 31 December 2017, the Group’s coal mining rights with net

carrying amount of approximately RMB4,417,366,000 (2016:
RMB2,292,588,000) were pledged for borrowings (Note 27).

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

15. /& ik BRIERE (an)

(i)

(i) A=

HRBEENILUAEARRRBEBEOEN -
ARG NPEEL - NEEYE
EAERE AgSEHERNER (R

MiaE16) 2FREEEZE L HER - W

MERLERERNASEREENEES
MIRBHEFE - AEBEERIRBEREDF
ERUNNE

R SRR Z|H A

FLR AR B AN e e it =
YTy RS _?_mi A=+mHAH
SR Z—NF+A+HEH
B[ H T —E-RE-A=-+AR
RRETE —tF+A+=H

BEEAREAH - FERENZERE
MR R REECD DY - BB EEEX
EEE -2EEEEMBERZER K
SERERERREEAEESREN
BRRMRBEEREXHNR -

B IRTEREE BB E A R AR R
= UFEMEERBEEEME T NS
B BE K ARES,678,0005T (= Z
—NE AR%21,319,0007T) 2 64
FISZ Dat ASHER A o

—t&F+-_A=+—H8 ' X&H
EEE@E%W\EW,M7,366,0007n (=
T — NF: AR#%2292,588,00075T)
MR ERIKAAESES (M
27) °

Annual Report 2017 —ZE— L& &%)

48



132

.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited PEEXEBER AT

e REME
31 December 2017 —Z—+%+=-A=+—H

15.COAL MINING RIGHTS (conTinueD)

(iv) As at 31 December 2017, as the result of the significant

favourable coal market circumstances of the coal business
segment, the Group assessed the recoverable amounts of
property, plant and equipment together with coal mining rights
of coal business segment as disclosed in Note 14.

As at 31 December 2017 and 2016, the recoverable amounts
of each of the CGUs containing the property, plant and
equipment and coal mining rights were determined to be in
excess of the net carrying amounts of the assets and liabilities
belonging to the CGUs. Impairment losses of approximately
RMB2,206,456,000 (2016: RMB371,199,000) recognised in prior
periods for coal mining rights was reversed and recognised
as reversal of impairment losses, net in the consolidated
statement of comprehensive income during the year. The
discount rates used and the amounts of recoverable amounts
of the CGUs allocated to property, plant and equipment and
coal mining rights belonging to each CGU are as follows:

15. 8% iR ERIERE @
(ivy RZE—+F+-_A=+—8 gi&

REBDRRRRTISIEREREF -
AEEFEME - BFE MR RER
EH oAb R SRR A R U & B (G
AP R 4PN ER) o

RZBE—+tFR_ZF—R"F+ZA=+
—B BEYE BELE&KERERKX
KEETANSHSEAEMN AT
CeHEETHBRHEERBEMBR
CEABEMZEREFE BEHBHM
HAEBEERNBEBEOARE
2,206,456,0007C (ZE—RFE : ARKE
371,199,0007T) E#E - W F A MER
EEHMBARANER A BEBIER LD
B FTAPBRERSRETYE  BEK
REReELEENRERRBEEB
EHREEXEBENMNATRDESE BN
TR :

As at 31 December 2017
R=-B—t&+=-H=+—H

Recoverable
Recoverable amount

amount allocated
Pre-tax allocated to property,

discount to coal plant and
rate of CGU  mining rights equipment

DETFE

REESE PET VE - BER

BUK ERREER RIEH

BATRAER =R Ak E &5 AT E £ 58
CGU RMB’000 RMB’000
HeEEEN ARBT T AR®T
Xingtao Coal Mine 5 PR 15.4% 3,050,263 1,321,328
Fengxi Coal Mine RS P R 15.6% 1,342,327 1,193,447
Chongsheng Coal Mine SHEE 15.8% 1,031,585 1,714,807
Xinglong Coal Mine T R 15.0% 424,233 547,663
Hongyuan Coal Mine RIR PR 15.4% 198,670 820,032
6,047,078 5,597,277
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

15.COAL MINING RIGHTS (conTinueD) 15. 18 IR BRIERE ()
(iv) (continued) (iv) (&)

As at 31 December 2016
RZZE—ARF+=-_A=+—H

Recoverable

Recoverable amount

amount allocated

Pre- allocated to property,

tax discount to coal plant and
rate of CGU  mining rights equipment
MEEE AT oSRTYWE -

Bt RRRRES B RERED
BARRE  TKESE  AKELE

CGU RMB’000 RMB’000
REEEBN ARETT AREFTT
Xingtao Coal Mine 5 B L 1 14.0% 906,454 381,546
Fengxi Coal Mine ST 141% 696,197 628,803
Chongsheng Coal Mine PR 13.6% 392,084 650,936
Xinglong Coal Mine B BT 16.2% 202,121 259,879
Hongyuan Coal Mine RIR P 16.2% 95,752 317,248

2,292,588 2,238,412
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e REME
31 December 2017 —Z—+%+=-A=+—H

16.LEASE PREPAYMENTS 16.  HEFR IR
Land use rights
T b fEFARE
RMB’000
ARBT T
Cost FRAR
At 1 January 2016, 31 December 2016, RZZE—RFEF—HA—H0 ZF—RF
1 January 2017 and 31 December 2017 +=—A=+—H —ZT—+F—F—H8K
-£—+t%+-A=t+-H8R 6,998
Accumulated amortisation Rt
At 1 January 2016 RZZE—XRF—H—H (1,785)
Charge for the year (Note (i)) FNEEE (HEEa)) (140)
At 31 December 2016 and 1 January 2017 RZE—ARF+ZA=+—HBEK
—E—+F—H—H (1,925)
Charge for the year (Note (i)) FREEE () (140)
At 31 December 2017 N-_E—+FE+=-A=+—H (2,065)
Net carrying amounts BREFE
At 31 December 2016 R-Z—XRE+-A=+—H 5,073
At 31 December 2017 RZZE—+tF+=-H=1+—8H 4,933
() Amortisation expenses of approximately RMB140,000 (2016: () BEHARE140,0007T (ZF—RNF -

RMB140,000) have been charged in administrative expenses.

(i) As at 31 December 2016, the Group’s lease prepayments with
net carrying amount of approximately RMB5,073,000 were
pledged for borrowings (Note 27). During the year, respective
borrowings were settled and corresponding pledged lease

prepayments were released.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE ISRk MR

31 December 2017 —Z—+%+=-A=+—H

17.INTEREST IN AN ASSOCIATE 17. A —BBE AR 2 s
2017 2016
—E—tF ZEREF
RMB’000 RMB’000
AR®T T ARBT T

Unlisted investment: FELTHIHE :

Unlisted shares, at cost LMk - RKAE 49,000 49,000
Share of loss JE(LETE (2,433) (2,433)
Impairment loss BEEE (46,567) (46,567)

The following list contains the particulars of an associate: THRET| — Bt A TS -

Proportion of ownership interest

BERERERL A
Principal
Group’s Held by activities and
Place of effective the Held by a place
Name of associate establishment interest Company subsidiary of operation
r5E TEXBR
BENRER FR 37 3tk B BRER ERRFH WEARRE EEE
Tongmei Qinfa (Zhuhai) Holdings PRC 49% = 49% Sales of coal
Co., Ltd. (“Tongmei Qinfa”) i (2016: 49%) (2016:49%) inthe PRC
RRZE (8) ZIRER QA 49% 49% PR sHE T
([RIKEZRE]) (ZT—R%E: (ZE—R%F:
49%) 49%)
Tongmei Qinfa sells coal in the PRC and is a strategic partnership FEREERNFEEEER  WANEFERK
for the Group for its coal business. EBE A ENBEE S EREH o

Annual Report 2017 —ZE— L& &%)

44



l 136 China Qinfa Group Limited FEEHEEAER AT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e REME
31 December 2017 —Z—+%+=-A=+—H

17.INTEREST IN AN ASSOCIATE (coninueD) 17.A—BEBE AR ZES @
The Group had discontinued recognition of its share of losses of AEBEBEET—R"FT+H=1+—H
Tongmei Qinfa since the year ended 31 December 2016 because IEFERRIEBREDEREREEE - 1
its cumulative share of losses in the associate had exceeded its HRERBE AR REEGEBREBRAR
investment cost less accumulated impairment losses. The amounts WEKRABRFRAERE - BiraHE QA
of unrecognised shares of the associate, extracted from the HEAEERE 2ANFERRFA D RBE QA
relevant management accounts of the associate, both for year and E R REREH IR

cumulatively, are as follows:

2017 2016
—E—+F —E—REF
RMB’000 RMB’000
ARBT T AREFT

Unrecognised share of loss of AEEIE—BHE D REEN
an associate for the year REER I 7 6,413 8,939

Accumulated unrecognised share of Rt o —HBE QAR EEN

loss of an associate REEA L7 15,352 8,939
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18.DEFERRED TAX ASSETS AND LIABILITIES

(a) Deferred tax assets

Deferred tax assets recognised and the movements of the deferred
tax assets during the years ended 31 December 2017 and 2016:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

18 EEBREBEERERE

(a) IEEBIREE

REE-T—+tFR-T—"F+-A=+
—HItEE  CRANBEEHEEAERES

& :
At
31 December
Charged to 2016,
the consolidated 1 January
At statement of 2017 and
1January comprehensive 31 December
2016 income 2017
R-B—RE
+=A
=t-8-
—ZT—tfF
RERE —A—HR
R-ZZ—-RF 2HBAE —E—tF
—A—H ik +=A=+—H
RMB’000 RMB’000 RMB’000
ARBTFT ARBTFTT ARBTFT
Deferred tax assets arising from: EEXB THEBENIELERE
BE:
Tax losses carried forward EERIREE 690 (690) =

The Group has not recognised deferred tax assets in respect of
cumulative tax losses of approximately RMB2,683,736,000 (2016:
RMB3,097,875,000) as it is not probable that future taxable profits
against which these losses can be utilised will be available in the
relevant tax jurisdiction and entities. The tax loss will expire within
five years.

HRAREBARBAEAHEREETAA
AR ARE TP RBEHIEEENERY
wmA MAEBBMERZEEROARE
2,683,736,000c (Z & — N F: AR ¥
3,097,875,0007T) MRELERIBEE - FiIE
EEENREFERDIE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e REME
31 December 2017 —Z—+%+=-A=+—H

18.DEFERRED TAX ASSETS AND LIABILITIES (conTinueD)

(b) Deferred tax liabilities

Deferred tax liabilities recognised and the movements of the
deferred tax liabilities during the years ended 31 December 2017

18 EEBRMEBEERERE @
(b) IEEFIEE B

BE_ZT—tHFR-FT—RF+-A=+

—AIHERE - ERRNEEHERERES

and 2016: g :
Charged to the
consolidated
At statement of At
1January comprehensive 31 December
2017 income 2017
kR
R=B—+tF REEZE R-B—LF
—H—H AR t=A=+—8H
RMB’000 RMB’000 RMB’000
ARBT T ARBT T ARBT T
Deferred tax liabilities arising from: ~ E4 B T 5 & ENIEE
BIEEE
Revaluation surplus arising from EFEHEENEGH A
business combinations 81,832 901,314 983,146
Depreciation allowances in excess R R AR R I B S S Y
of the related depreciation and TEEE
amortisation 123,841 71,527 195,368
205,673 972,841 1,178,514
Charged to the
consolidated
At statement of At
1January  comprehensive 31 December
2016 income 2016
]S
RZZE—REF mEEE RIT—RF
—A—H WAK +ZHA=+—H
RMB’000 RMB’000 RMB’000
ARBFT ARET T ARET T
Deferred tax liabilities arising from: ~ E4 B T 5 S ENIEL
RIEAME :
Revaluation surplus arising from XBEHEENEGRS
business combinations 16,3952 66,480 81,832
Depreciation allowances in excess R R A R T B R SR
of the related depreciation and e
amortisation 8,090 115,751 123,841
23,442 182,231 205,673
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19.INVESTMENTS IN SUBSIDIARIES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

19.RMBLRRIZERE
R=B—t4+=A=+—R  ARART

As at 31 December 2017, the Company has direct and indirect
interests in the subsidiaries, all of which are private companies. The
particulars of the major subsidiaries are set out below:

JIMBARER R REEER - AAENEB
REBAR/MART - ZEXT BB RAHFF

BESIAT
Proportion of ownership interest
BERERLA

Principal
Place of Group’s Held by Issued and activitiesand
establishment/ effective the Held by fully paid-up/ place of
Name of company incorporation interest Company  subsidiaries registered capital operation
R/ 2 s 3] HAEAH HfEAR BEARAR/ IERBR
DRAR B B L BR =2} EMEx EENE
Qinfa Investment Limited British Virgin 100% 100% = USD4,801/ Investment
(“Qinfa Investment”) Islands  (2016:100%)  (2016:100%) USD50,000  holding in the PRC
RUREERAR ([RERE]) EBRERE (ZE—F: (Z2—RE: 4801%L/ RERR
100%) 100%) 50,000% 7 RE
Hong Kong Qinfa International Hong Kong 100% = 100% HKD689,635,000/ Sales of coal
Trading Limited A% (2016:100%) (2016: 100%) N/A and investment
BEREBERESBRAR (ZZ—1F: (ZE—RF: 689,635,000 7T,/ holding
100%) 100%) TEm in the PRC
HERRR
REER
HE
Qinhuangdao Development Zone The PRC 100% = 100% RMB68,000,000/ Sales of coal
Qinfa Trading Co., Ltd. ¢ HE  (2016:100%) (2016: 100%) RMB68,000,000 inthe PRC
REBFREEREEHERAAN (Z2—RE: (ZB-"%F:  AR¥68,000,0007,/ HERRK
100%) 100%)  AK#68,000,0007T PE
Zhuhai Qinfa Trading Co., Ltd. The PRC 100% = 100% RMB5,000,000/ Sales of coal
WEREEHBRAR mE (2016 100%) (2016: 100%) RMB5,000,000 in the PRC
(ZZ—7%: (ZZ—"F:  AR%5000,0007,/ HERRK
100%) 100%) AR #5,000,0007T PE
Zhuhai Qinfa Logistics Co., Ltd. The PRC 100% = 100% HKD315,000,000/ Sales of coal
WERENRBRARY ME  (2016:100%) (2016: 100%) HKD315,000,000 in the PRC
(ZB—AE: (ZB—7%: 315,000,000/ HERR
100%) 100%) 315,000,000/ 7 HE
Shuozhou Guangfa Energy Investment The PRC 100% = 100% RMB10,000,000/ Investment
Co., Ltd. 7 (*Shuozhou Guangfa”) HE  (2016:100%) (2016: 100%) RMB10,000,000 holding
BT ERRRREERARY (ZB—R%: (Z2—"F:  AR10,000,0007T,/ in the PRC
(THNEE D) 100%) 100%)  AR™%10,000,0007 RERR
hE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19.INVESTMENTS IN SUBSIDIARIES (coninuep)

19. M BATIZ2RE @

Proportion of ownership interest

BERERLLA

Principal

Place of Group’s Held by Issued and activities and

establishment/ effective the Held by fully paid-up/ place of

Name of company incorporation interest Company  subsidiaries registered capital operation

R/ i3] HAEAR HHE AR BRAREAR,/ TEEBR

NRER B BRES 2] &5 EER EEBH

Shanxi Huameiao Energy Group The PRC 80% = 80% RMB300,000,000/ Investment

Co., Ltd.” (*Huameiao Energy’) i (2016: 80%) (2016: 80%) RMB300,000,000 holding

WEEXREREEARARN (ZZ—F: (ZZ—7"%:  AR¥300,000,0007T,/ in the PRC

([ExRER]) 80%) 80%)  AR%300,000,0007 REER

e

Shanxi Shuozhou Pinglu District The PRC 80% - 80% RMB129,590,000/ Coal mining

Huameiao Xingtao Coal Co., Ltd. 7 HE (2016: 80%) (2016: 80%) RMB129,590,000 and operation

(Xingtao Coal’) (Z2—RF: (Z2—~"%F:  AR¥129,590,0007 / inthe PRC

WP FEREXRABRE 80%) 80%)  AR®120590,000m — BRFEREE

BRARN ([EEEE]) HE

Shanxi Shuozhou Pinglu The PRC 80% = 80% RMB32,000,000/ Coal mining

District Huameiao Fengxi H (2016: 80%) (2016: 80%) RMB32,000,000 and operation

Coal Co., Ltd. 7 (“Fengxi Coal’) (ZB—RE: (ZZ—7~EF:  AR®32,000,0007,/ in the PRC

mwﬁn\;m[;ﬁ%mw% 80%) 80%)  AR¥32,000000m — BREEREE

BRAR ([SAEKEE]) HE

Shanxi Shuozhou Pinglu The PRC 80% = 80% RMB107,290,000/ Coal mining

District Huameiao HE (2016: 80%) (2016: 80%) RMB107,290,000 and operation

Chongsheng Coal Co., Ltd. (Z5—RE: (Z2-~E:  AR¥107,200,0007,/ inthe PRC

(“Chongsheng Coal’) 80%) 80%)  AK%107,290,0007 BrxERREE

EANTFEREXREARE e
BRAR ([=AHE])

Xinglong Coal The PRC 100% - 100% RMB100,000,000/ Coal mining

RO RE  (2016: 100%) (2016' 00%) RMB100,000,000 and operation

(Z2—E: (ZZ2—7~%: AK%100,000,0007,/ in the PRC

100%) 100%)  AR¥100,000000m  BRAFRZE

HE

Hongyuan Coal ! The PRC 100% = 100% RMB100,000,000/ Coal mining

RREED HRE  (2016: 100%) (2016' 00%) RMB100,000,000 and operation

(Z2—RE: (Z2—7"%F:  AR¥100,000,0007,/ in the PRC

100%) 100%)  AK¥100,000000  KRERREE

e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

19.INVESTMENTS IN SUBSIDIARIES (continuep) 19. 0B ATRZIRE @
Proportion of ownership interest
BRERRLH

Principal
Place of Group’s Held by Issued and activities and
establishment/ effective the Held by fully paid-up/ place of
Name of company incorporation interest Company  subsidiaries registered capital operation
R/ EB i3] AN HHE AR BRARAR/ FTEEBR
NRER B BRES o] 55 HER EEMY
Super Grace Enterprises Limited British Virgin 100% = 100% USD50,000/ Goods transport
(“Super Grace”) Islands  (2016: 100%) (2016: 100%) USD50,000 and logistics,
Super Grace Enterprises Limited KBRS (Z2—RF: (Z2—RF: 50,000%7,/  andcharterhire
(T'Super Grace]) 100%) 100%) 50,0005 in worldwide
HmEs LR
AR EMEE
2R
Oriental Wise Group Limited British Virgin 100% = 100% usD1/ Goods transport
(“Oriental Wise”) Islands  (2016: 100%) (2016: 100%) USD50,000 and logistics,
Oriental Wise Group Limited KERREE (Z2—1%: (ZB—F: 1%,/ andcharterhire
(TOriental Wise]) 100%) 100%) 50,000% 7T in worldwide
HmEl LR
AR ERAE
23
Qinfa Chartering Limited British Virgin 100% = 100% usb1/ Goods transport
Qinfa Chartering Limited Islands  (2016: 100%) (2016: 100%) USD50,000 and logistics,
EBRNES (Z2—RF: (Z2—1F: 1%5t,/  andcharterhire
100%) 100%) 50,000%7T inthe PRC
HmES R
NREMRE
e
Qinfa Shipping Group Limited British Virgin 100% = 100% usn1/ Goods transport
Qinfa Shipping Group Limited Islands  (2016: 100%) (2016: 100%) USD50,000 and logistics,
KERREE (22— 1F: (Z5—~E: 1%,/ andcharterhire
100%) 100%) 50,000%7T in worldwide
HmEl LR
AR EHEE
£33
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT

s

ARE P RARMEE

31 December 2017 ==&

—t+F+=/A=+—H

19.INVESTMENTS IN SUBSIDIARIES (coninuep)

19.MBATIZ2RE @

Proportion of ownership interest

BERERLLA
Principal
Place of Group’s Held by Issued and activities and
establishment/ effective the Held by fully paid-up/ place of
Name of company incorporation interest Company  subsidiaries registered capital operation
R/ R i3] HAEAR HHE AR BRAREAR,/ TEEBR
NRER B BRES 2] &5 EER EEBH
Hong Kong Qinfa Hong Kong 100% = 100% HKD10,000/ Goods transport
Shipping Limited &5 (2016:100%) (2016: 100%) N/A and logistics,
BEREMERRLA (ZB—RE: (ZF—R%F: 10,000%7T,/  and charter hire
100%) 100%) NEf in worldwide
AmERRIN
AR EHEE
2
Perpetual Goodluck Limited Hong Kong 100% = 100% HKD1,000/ Goods transport
Perpetual Goodluck Limited &% (2016:100%) (2016: 100%) N/A and logistics,
(ZB—RE: (Z2—RE: 1,000,/ andcharterhire
100%) 100%) TER in the PRC
BmEE RN
AREHRHE
e
Zhuhai Qinfa Shipping The PRC 100% = 100% RMBA5,000,000/ Goods transport
Co., Ltd. BE (2016: 100%) (2016' 00%) RMB100,000,000 and logistics,
HKEREMBERAR0 (ZZ—RE: (ZE—7~F:  AR®5000,0007t,/  andcharter hire
100%) 100%)  AK¥100,000,0007 in the PRC
HmEh LR
AR EMAE
i
(i) These entities were established in the PRC as domestic companies. () ZEBEEANPBEKIHAER
(i) These entities were established in the PRC as wholly foreign-owned (i) ZEBEANPBEKNHNINGBEDE -

enterprises.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results for the
year or formed a substantial portion of the net assets of the Group.
To give details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19.INVESTMENTS IN SUBSIDIARIES (conrinuep)

As at 31 December 2017 and 2016, the Group’s borrowings are
secured by the Group’s equity interest in Huameiao Energy, Xingtao
Coal, Fengxi Coal, Chongsheng Coal, Xinglong Coal, Hongyuan Coal,
Shuozhou Guangfa, Super Grace and Oriental Wise (Note 27). As at
31 December 2017 and 2016, the borrowings of Tongmei Qinfa, an
associate are secured by the Group's equity interest in Yangyuan
Guotong Coal Trading and Transportation Co., Ltd (“Yangyuan
Gutotong”). As at 31 December 2017, the carrying amount of
net assets of Yangyuan Guotong before any inter-company
elimination amounted to approximately RMB20,741,000 (2016:
RMB20,856,000).

The following tables list out the financial information relating to
Xingtao Coal, Fengxi Coal and Chongsheng Coal, subsidiaries of the
Company which have material non-controlling interest (“NCI”). The
summarised financial information presented below represents the
amounts before any inter-company elimination.

e ERERME
31 December 2017 —Z—+%+=-A=+—H

1.8 B AR ZIRE @
RZE—tFR_E—RNF+_A=1+—
H AKBZEEAASENEZRER
EEHE FSAKEE . SAKE . #EHERK
¥ RmEE HMEZ - Super Grace
KOriental WiseH) & 4 4 25 {E (M &
27) RZZE—+tFR-ZF—R"F+ZA=
+—B —HEBERARRKERENEERARN
EERGRBBEREEEGRAR ([FRE
) CIEEER - R —+F+ A=
+—H GREREBHEARBRIAZEE
FEZEAELYAREK20,741,0000T (=ZF
—NE : AR#¥20,856,0007T) °

TREINHEBMKEE BARERISFIKE
(RAREBERFERE D ([FRIERE
=]) BT HENMBER - A2
SR TS BRI R R SHE R A BE R S A
HEH °

Xingtao Coal 5 i 4 £
2017 2016
—E—tE —ERF
RMB’000 RMB’000
AR%T ARBT T
As at 31 December R+=HA=+—H
NCI percentage FEIE R A R L 151 20% 20%
Non-current assets EMBEE 4,223,452 2,396,884
Current assets RBEE 3,613,333 3,588,533
Current liabilities mERIE (5,131,617) (3,077,616)
Non-current liabilities ERBBE (952,792) (2,471,455)
Net assets BEFE 1,752,376 436,346
Carrying amount of NC RS REE 340,909 77,708
During the year ended 31 December BE+-A=+—HLEE
Revenue Wz 431,911 46,721
Reversal of impairment loss on property, M - BRE&EEZRE
plant and equipment =gi=t e 512,145 69,689
Reversal of impairment loss on coal mining rights B R ERIERE 2 R (B 518 ¢ [El 1,350,923 165,664
Profit/(loss) for the year FRmAl(EE) 1,316,031 (48,720)
Total comprehensive income/(loss) 2EBA S (EE) B8 1,316,031 (48,720)
Profit/(loss) allocated to NCI S BLE FEIE R 2R Y
wmA(BE) 263,206 (9,744)
Cash flows (used in)/generated from operating K EE (FTR),/ SR ER
activities (7,077) 14,203
Cash flows used in investing activities BEZBMARSR (39,408) (26,403)
Cash flows generated from financing activities RMEEBTEBIRER 45,930 11,941
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e REME
31 December 2017 —Z—+%+=-A=+—H

19.INVESTMENTS IN SUBSIDIARIES (conrinuep)

19.MBATIZ2RE @

Fengxi Coal B
2017 2016
—E—+tF AN
RMB’000 RMB’000
AR¥ T AREFTT

As at 31 December R+=A=+—H
NCI percentage FEVERR R 2R L B 20% 20%
Non-current assets EMBEE 2,058,051 1,325,000
Current assets MBNEE 621,831 557,872
Current liabilities nBBE (1,553,969) (1,573,625)
Non-current liabilities FRBEE (293,422) (59,741)
Net assets BEHRE 832,491 249,506
Carrying amount of NCI IR ERRmE 166,498 49,901
During the year ended 31 December BE+-A=+—HLEE
Revenue Wz 298,202 83,300
Reversal of impairment loss on property, W BB REEZRE

plant and equipment E51E R E 601,234 29,014
Reversal of impairment loss on coal mining rights (R ERIERE 2 A BI85 T 200,614 32124
Profit for the year F N A 582,984 4,287
Total comprehensive income ZHEWABEE 582,984 4,287
Profit allocated to NCI = FEE AR A R B 5 A 116,597 857
Cash flows generated from operating activities KETEEFAFIRE M 16,373 3,920
Cash flows used in investing activities KEESFAARE R (16,757) (3,494)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

19.INVESTMENTS IN SUBSIDIARIES (conrinuep) 19. B AR 2RE @

Chongsheng Coal SR
2017 2016
—E—tF —ERF
RMB’000 RMB’000
AR¥ET T ARETTT
As at 31 December R+=HA=+—8H
NCI percentage FEIE AR 2 L 15 20% 20%
Non-current assets EMBEE 2,100,279 1,043,678
Current assets mENEE 1,049,439 985,194
Current liabilities mEBEE (1,749,221) (1,779,013)
Non-current liabilities EmEBBE (290,364) (71173)
Net assets BEZE 1,110,133 178,686
Carrying amount of NCI FEIE R AR E (A 222,026 35,737
During the year ended 31 December BE+-A=1t—HLEFE
Revenue Wz 286,220 105,673
Reversal of impairment loss on property, Wz - BB REE2RE
plant and equipment &5 18 # (0] 678,757 90,497
Reversal of impairment loss on coal mining rights FE R RE 2 R B E R B [l 424,688 54,507
Profit for the year F N A 931,446 119,456
Total comprehensive income FHERABEE 931,446 119,456
Profit allocated to NCI DR E IR AR 2 804 A 186,289 23,891
Cash flows generated from operating activities KETREAFIREM 12,246 9,755
Cash flows used in investing activities KEFEFAARE M (12,404) (9,733)

During the year, there were no dividend paid to the non-controlling

shareholders (2016: Nil).

(ZZE—RF : E)-

RER - I 8 R IF 2 A IR SRR 3% 7] A B

20.INVENTORIES 20.F7E
2017 2016
—E—+F —E—REF
RMB’000 RMB'000
ARETT AREFIT
Finished goods LUPK o 95,029 42,312
Fuel R 4,126 7.340
99,155 49,652

RZZE—+E+-_A=1+—08  "&EEE®M
B ARK2896,000T (ZE—NF: A
R #28,509,0007T) 2 FEE L& EEHKIT
(FfzE27) °

As at 31 December 2017, the Group’s inventories with carrying
amount of approximately RMB2,896,000 (2016: RMB28,509,000)
were pledged for borrowings (Note 27).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ARE P RARMEE

31 December 2017 —Z—+%+=-A=+—H

21.TRADE AND BILL RECEIVABLES 21.EWNE S RFA R EWEE
2017 2016
—E—E —T—RF
RMB’000 RMB000
ARET T ARET T
Trade and bill receivables EUE SRR N N =R 1,034,231 794,171
Less: impairment B ORE (251,347) (401,829)
782,884 392,342

(a) Ageing analysis

[l of the trade and bill receivables are expected to be recovered

(a) BRER D47

BRI AERUE ZRANEBEEESR —F

within one year. The Group’s exposure to credit risk related to trade, AE - REBEFMEGEEZE S - EWEER

bill and other receivables is disclosed in Note 32(b)(i)

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

Hip el R B RBENEERR

(b)) °

AEBENEKEZ RS

o R B RE32

X e R R B (FIFRRL

loss) of the Group is as follows: BER) BB :

2017 2016
—g—tg| —FA%
RMB’000 RMB’000
ARYET T ARBT T
Within 2 months m1ER R 339,148 242172
Over 2 months but within 6 months M1E A A B EE S E A 350,501 9,002
Over 6 months but within 1 year NERA EETEBB—F 1,610 72
Over 1 year but within 2 years —¢th15 DB T 3,509 54,158
Over 2 years (Note) HBEME (M) 88,116 86,938
782,884 392,342
Note: As at 31 December 2017, trade receivables aged over 2 Wit R=ZZE—tF+_A=+—H WFEUELE
years amounting to approximately RMB87,664,000 (2016: BRE5 F PR I E 5 BRINA A R #587,664,000
RMB79,860,000) were due from customers which the Group has T (ZT—NF: )\E #:79,860, OOOTE,)
trade and other payable balances with. Based on past experience BREBNREHREE S RE FEH L I8 4%
and repayment history of the trade debtors, the directors of the ﬁfﬁﬁ’g%:ﬁﬁﬁﬁ%ﬁlﬁ o ELNIBE KB N FE R
Company believe that no impairment allowance is necessary in EORNEBERNCI AR nEERATE

respect of these balances. RS ERFTIRRERE

Credit terms granted to customers mainly range from 0 to 60 days BEZFEAERMNBE BEFOEHEK&KA
(2016: 0 to 60 days) depending on customers’ relationship with the AT AEEFERTEFPNTTF0E
Group, their creditworthiness and past settlement record. 60K (ZZF—/"F : 0£60K) HEEH -

The ageing is counted from the date when trade and bill receivables = FEJ%ZT% ERREREEEERE
are recognised. EJr
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21.TRADE AND BILL RECEIVABLES (conTinueD)
(b) Impairment of trade receivables

The movement in provision for impairment of trade receivables
during the year is as follows:

e ERERME
31 December 2017 —Z—+%+=-A=+—H

21.EWESRAREVREE @
(b) EWWE ZRFARE

FARKEZREFREREESIT

2017 2016

—E—+F —E—RF

RMB’000 RMB’000

ARETT ARETIT

At 1 January ®n—A—H 401,829 413,450
Reversal of impairment losses B E 1R O] (178,563) (13,568)
Impairment losses recognised B HERAREEE 31,127 -
Bad debts written-off o sH R AR — (1,406)
Exchange differences PE =58 (3,046) 3,353
At 31 December R+=ZA=+—H 251,347 401,829

The above provision for impairment of trade receivables represents
provision for individually and collectively impaired trade receivables
of approximately RMB251,347,000 (2016: RMB401,829,000) with
a carrying amount of approximately RMB296,010,000 (2016:
RMB401,829,000). The individually impaired receivables mainly
relate to customers who did not make any settlement during the
years ended 31 December 2017 and 2016. Impairment losses of
approximately RMB178,563,000 (2016: RMB13,568,000) were
reversed as the respective impaired trade receivables being
impaired in prior years had been settled during the year.

(c) Trade and bill receivables that are not impaired

The ageing analysis of trade debtors and bill receivables that are
neither individually nor collectively considered to be impaired are
as follows:

LW E ZRFBEREBEIREEREL A
R #296,010,000c (ZE—R"F : ARK
401,829,0007T) 2 f& Bl K £ [&] & & FE W
B 5 RAH ARIE251,347,0000T (= =
—NE: AR #401,829,0007T) © 18 Bl 5
ENERERTZEANEE_T—LFR
TE-RNE+ A=+ B IEFEEHKRE
BREANERCEFPEBR - BEBBEOAR
#178,563,000c (Z T — A F: ARK
13,568,0007T) E#E - THNBAEFEE
BEZ S RERYE FEFNAFELES -

(c) WMRBEZBKNEZRARERRE

I £ {8 5l 2k KRR 1E R AR B0 B I B 5 Bk e
RN EBRE DT

2017 2016

—E—+F —E—RF

RMB’000 RMB’000

AR¥T T AREETT

Neither past due nor impaired I 8 BR slOR B 559,098 242179
Less than 1 year past due B —F 132,222 9,066
Over 1 year past due i HRER i — 5 91,564 141,097
782,884 392,342
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT

e REME
31 December 2017 —Z—+%+=-A=+—H

21.TRADE AND BILL RECEIVABLES (conTinueD)
(c) Trade and bill receivables that are not impaired (continued)

Receivables that were neither past due nor impaired relate to a
wide range of customers for whom there was no recent history of
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
believe that no impairment allowance 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. The
Group does not hold any collateral over these balances.

(d) Transferred financial assets that are not derecognised in

their entirety

At 31 December 2016, the Group sold certain trade receivables with
a carrying amount of approximately RMB33,365,000 to a factoring
company for financing facilities amounting to RMB20,000,000. At
31 December 2016, other borrowings of RMB19,980,000 have been
drawn down under this financing facilities. In the opinion of the
directors of the Company, the Group has retained the substantial
risks and rewards, which include default risks relating to such
trade receivables, and accordingly, it continued to recognise the full
carrying amounts of the trade receivables and the associated other
borrowings as at 31 December 2016. During the year ended 31
December 2017, the respective other borrowings were settled and
there were no trade receivables held by the factoring company as at
31 December 2017.
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21.EWESRAREVREE @
(c) WEBEZEKEZRRAREKERE

(%)

3 48 360 57 8L (B A 8 W B R B 5T B 3 R 0B
CEHNBEZEPAR -

BHERBENEKRRES 2 EAREEE
FRIFNBERBENBIEFLAR - NGB
&5 ARREER /B ARZTEHRT
RRERE AAEEEEYEREBAE
8 BARDE AR EHKD o AR EIWE
Pk F BRI A TS -

d) AEZRIBRCCEHRSMEE

MNZB—RE+-A=+—8 A&EEEE
M E 4 A R #33,365,0007T ) & T BB
SERET—HREAT - WEERREEE
AR#20,000,0007T e R=ZF—~F+=A
=+—H ZBEEEETHEMEEARK
19,980,000 CEHIRER c ARRIEERAE
AEBNRBEBABS AR KEREK 215
ZERWESRFMEORR  Bitt B=
T—XNEFE+-_A=+—H8 AEBHELE
ERERESERREEEMEEN 2SR
HE #Z2_F—+tF+_A=+—HIF
B HMEESEEAEEREQARTER
— T+t A=+ HEETMEKE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21.TRADE AND BILL RECEIVABLES (conTinueD)
(e) Transferred financial assets that are derecognised in their

(f)

entirety

At 31 December 2017, the Group, endorsed certain bill receivables
accepted by banks in the PRC to certain of its suppliers in order
to settle the trade payables due to such suppliers with a carrying
amount in aggregate of RMB42,700,000 (2016: RMB4,317,000). The
derecognised bills had a maturity of one to six months at the end
of the reporting period. In accordance with the Law of Negotiable
Instruments in the PRC, the holders of the derecognised bills have
a right of recourse against the Group if the PRC banks default
(the “Continuing Involvement”). In the opinion of the directors of
the Company, the Group has transferred substantially all risks
and rewards relating to the derecognised bills. Accordingly, it has
derecognised the full carrying amounts of the derecognised bills
and the associated trade payables. The maximum exposure to loss
from the Group’s Continuing Involvement in the derecognised bills
and the undiscounted cash flows to repurchase these derecognised
bills is equal to their carrying amounts. In the opinion of the
directors of the Company, the fair values of the Group’s Continuing
Involvement in the derecognised bills are not significant.

During the year ended 31 December 2017, the Group has not
recognised any gain or loss on the date of transfer of the
derecognised bills (2016: Nil). No gains or losses were recognised
from the Continuing Involvement, both during the year or
cumulatively (2016: Nil).

Trade receivables that are pledged

As at 31 December 2016, certain Group’s trade receivables with
carrying amount of approximately RMB33,365,000 were pledged for
borrowings (Note 27). During the year, respective borrowings were
settled and corresponding pledged trade receivables were released.

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

21.EWESRAREVREE @
(e) ERRIBRACZCHEHEESHEE

(f)

RZEBE—tF+_A=+—H ~EEHE
REBRARITAELNE TREKERSETH
%?ﬁ%ﬁ’uﬁﬁﬁmﬁaﬁﬁfﬁﬁﬁ
WwE A ARE42,700,0007T (T — /N F
AR®4.317,00070) 2 BT E FERF - 42
IFERZEBERHRERREE —Z= /1 E A E
Hy o @ﬁ#IT%£2ﬁm i R BBEA
RITEDN  RUIEBRZRBECBREEHASE
lWﬁL%%UﬁE/AD KRARES
R AERECEBERIBRZEEZEKX
HoRk KRBT o Bt » NEE 2 EL I
u/uTzgtﬁ&u/uZm#ﬁ&*EF%rE1#f?%EE/TA °
AEBPBESEZRIIERZERZHEANE
KEBOZER LERZEBE 2 RITRAS
RERRERMEE - KAREZEERE K&
BERFELHERIERCEBR I ARBLTE
j(o

HE_Z—+F+-_A=+—HIFE K
EEVANERR I ERZEZEE HERT
A EE (2T —RF &) - AEER
FRF R ERAFEL2HN TR E K
B (2T —R"F ) o

SIEAZERE Z RN

NRZZE—RNE+_A=1+—0 "&EEET

IREE 4 AR33,365,0007T 2 B E 5 R
RESEEELER (H527) - RER - B
BEERRE - WEMRAERH S EAE W
BHIR o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE P RARMEE

31 December 2017 —ZF—

tHE+=A=t—H

22.PREPAYMENTS AND OTHER RECEIVABLES 22. FE{TBR A % H it FE UL BR FX

2017 2016

—E—E —T—RF

RMB’000 RMB’000

ARET T ARETIT

Other deposits and prepayments (Note (i) HEfhize RFEMRRK (FIEEG) 235,869 294,743
Amounts due from non-controlling JE W IE PR AR AR SR R IE

shareholders (Note (i) (BaECi)) 322,307 322,307

Other non-trade receivables EIEE F IR 68,986 69,192

627,162 686,242

Less: Impairment (Note (iii)) B ORVE (BEEGI)) (397,667) (405,084)

229,495 281,158

Annual Report 2017 =& —

.

Notes:

(i) Prepayments for purchase of coal amounting to approximately
RMB130,940,000 (2016: RMB236,490,000) and prepayments for
transportation fee amounting to approximately RMB23,915,000 (2016:

BfeE -

e
Ea
S
S
S

ﬁ R %k #) A R #130,940,0007C
R #236,490,0007C) K&
i{J/\EMza,gw,OOOﬁ (=%

%{:\
\

Bir
\

s

b
il
_L\l
*ﬁﬂ?
;‘#

RMB2,224,000) are included in other deposits and prepayments. —NEE /\EMZ 224,0007T) E st AHE %
© RIETERFK ©
(i) Amounts due from non-controlling shareholders of Huameiao Energy (i) JEMCEE X B AL IR IF 12 AR A 9%%’( Eﬁﬁf‘fﬁﬁ
are unsecured, interest free and have no fixed term of repayment. %%&ﬁﬂi ERH - RZT—+F+=
As at 31 December 2017, the carrying amount of approximately =+—8" EE@@%’?)\E”%SZZ 307, OOOTI:
RMB322,307,000 (2016: RMB322,307,000) were fully impaired. (ZZE—RF: AR¥322,307 OOOTE) 25
R (E °
(i) Impairment of prepayments and other receivables (iii) TEAT AR R B H h fE I AR SR R (B
Provision for impairment of prepayments and other receivables are as TETER R R H M R BRFUREREL T -
follows:
2017 2016
—E—tF TR
RMB’000 RMB’000
ARET T AREETFIT
Other deposits and prepayments Hibize RIEERRK 36,062 42,913
Amounts due from non-controlling shareholders FEUIE 13 AR AR SR R TE 322,307 322,307
Other non-trade receivables H M 3EE 5 FE AR 39,298 39,864
397,667 405,084

EER

[ .
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

22.PREPAYMENTS AND OTHER RECEIVABLES

(CONTINUED)
Notes: (continued)

(iii) Impairment of prepayments and other receivables (continued)

(iv

=

The movement in provision for impairment of prepayments and
other receivables during the year is as follows:

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

22.FAF IR H A FE U BR R a)

Mt - (&)
(i) TR R E MK RERE ()

B PO TR R 30 L B R R 2 1
EEEHMT

2017 2016

—E—+tF ZE—RF

RMB’000 RMB’000

ARHETT AREET T

At 1 January n—H—H 405,084 412,758
Impairment losses recognised B R RERE 500 5,397
Reversal of impairment losses recognised BRI BEEERER (6,909) (13,206)
Uncollectible amounts written-off s8] U e 58 (720) (184)
Exchange differences PEH Z=%8 (288) 319
At 31 December R+=ZH=+—H 397,667 405,084

Management regularly reviews the ageing and credit quality
of the Group’s prepayment and other receivables. The above
provision for impairment of prepayments and other receivables
represents provision for individually impaired prepayments
and other receivables of approximately RMB397,667,000 (2016:
RMB405,084,000) with a carrying amount of approximately
RMB397,667,000 (2016: RMB405,084,000). The individually
impaired receivables mainly relate to prepayments and other
receivables which the directors of the Company consider
that the chances of collection/utilisation of the outstanding
amounts are remote.

At the reporting date, 66.4% (2016: 91.2%) of the net
prepayments and other receivables was due from the five
largest other debtors. These five largest other debtors include
state-owned enterprise in the PRC and companies with good
past credit records with the Group.

23.PLEDGED AND RESTRICTED DEPOSITS

Bank deposits of approximately RMB123,000 (2016: RMB174,000)
as at 31 December 2017 were pledged to banks to secure general
credit facilities.

Bank deposits of approximately RMB171,000 (2016: RMB1,939,000)
were restricted for use in relation to the litigation proceedings as
disclosed in Note 38(a)(iv).

EEErHRTAEEEMERREM
EWER Rk REEE X - LT
BRAREM BRI 2 R EREIERT
B # A R #397,667,0007C (=& — /X
F: AR¥405,084,0007T) Z ERIRIE
MIENEREEMERERERBEOAR
#397,667,0007T (ZF—RF : AR¥
405,084,0007T) © 16 Bl 8 B 2 F& UK BR 5K
TEHEARARBEERAWE EAME
e EMEeRENTENRR R EAMm
FEUBRFRAE A -

RS B - TS BR 30 E A e Uk BR 0%
BF66.4% (ZZF—/NF : 91.2%) JhfE
WHEMARKEBANRIE ZEHEMAKR
BIEABRTE—HPEBEA ¥ KiBEE
AREBNEELERIFNAR -

=

(iv

23.E K ZRHFK

RZE—+HFE+-_A=1+—B8 ' RKITEX
#ANR 123,000 (ZFE—XRF: ARK
174,00070) EEF FIRITIEA—REEE
IR e

RITERAOARE171,000T (ZF — 5~

& AR#1,939,0007T) A M 5E38(a)(iv)FT
WENFARFMEREIER -
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China Qinfa Group Limited HFEIRZZEEMER AT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE P RARMEE

31 December 2017 —Z—+%+=-A=+—H

24.CASH AND CASH EQUIVALENTS

(a) Cash and cash equivalents comprise

(b)

2B ERBSEEY
(a) RERBSEEUEE

2017 2016

—ZE—+tF ZE—RF

RMB’000 RMB’000

AR%ET AREET T

Cash at banks and in hand RITNFBERE 80,349 24,713

Reconciliation of profit/(loss) before taxation to cash

(b) BRBLADER,(E18) BKEFBFEH

generated from operations S ZH R
2017 2016
—E—tF —ERF
Notes RMB’000 RMB’000
Bt aE AR¥T T ARBT T
Profit/(loss) before taxation BRBIATER,(E518) 4,686,441 (127,033)
Adjustments for: B TFSIBMEL T -
Depreciation of property, W BB &EE
plant and equipment e 8(a) 159,589 96,513
Amortisation of coal mining rights B IR ERTE R 5 8(a) 81,678 21,319
Amortisation of lease prepayments T E T IR S 5 8(a) 140 140
Finance income BISIRA 7 (205) (984)
Finance costs B TSR AR 7 378,917 447,939
Net losses on disposal of subsidiaries HEMB AR EEFE 6 3,025 -
Net (gain)/loss on disposal of property, HEME  BEREEBZ
plant and equipment (Wezx),/ E1BF58 6 (1,454) 70,525
Waiver of management fee payables and HNEENEEE R IEN
safety supervision fee payables TEEEE 6 (160,753) -
Recovery of bad debts previously written off 8] %% AT 2 3l #5142 BF 6 (8,403) -
Reversal of impairment losses on property, 1% - = M RERE
plant and equipment, net EiE B B FEE 8(b) (2,087,848) (211,597)
Reversal of impairment losses on coal mining &R EEIEHERE
rights B 1aR el 8(b) (2,206,456) (371,199)
Reversal of impairment losses on trade FEWE 5 IR SR EES 18
receivables, net B[O F%8 8(b) (147,436) (13,568)
Reversal of impairment losses on T8 11 BR % B L Ath P W BR SR (B
prepayments and other receivables, net BB F 8(b) (6,409) (7,809)
Equity-settled share-based RREREE RN RERER
payment expenses A 1,224 5,322
Property, plant and equipment written-off N N E 8(a) 5,318 2,090
Changes in working capital: gEEeE
Change in inventories FEE (49,779) 38,530
Change in trade and bill receivables BB SRS R ERE R EE) (243,570) 203,644
Change in prepayments and other receivables &1 BR 5% Kz o 4th i Ut BR 5% 2 & 66,153 (63,496)
Change in trade payables BB ZERNED (31,783) (107,051)
Change in other payables H Ath FE A AR SR &) (200,568) 89,844
Cash generated from operations RETHFBRS 237,821 73,129

&
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

24.CASH AND CASH EQUIVALENTS (conTinueD) 26 BERBEEEY @

(c) Reconciliation of liabilities from financing activities (c) REMETBEI BB 2HE
The table below details change in the Group’s liabilities from TRARAEERERE T BEES -
financing activities, including both cash and non-cash changes. PIERERIFRCED - REMBEETH A
Liabilities arising from financing activities are liabilities for which BEREEREGHUEHIARRSRER L
cash flows were, or future cash flows will be, classified in the RAEBGERERERDBEAREEHFT
Group’s consolidated statement of cash flows as cash flows from BHReERENEE -

financing activities.

Borrowings
BE
RMB’000
ARBTT
At 1 January 2017 RZZE—+tF—H—H 6,043,271
Changes from financing cash flows: MERSREEE .
Proceeds from borrowings BB HRIA 791,131
Repayment of borrowings BEEE (788,517)
2,614
At 31 December 2017 RZE—+tF+_A=+—H 6,045,885
Comparative figures are not required as this is the first year of AR EE—FWE - WHBEZY|HEREFE -
disclosure.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e
31 December 2017 —Z—+%+=-A=+—H
25.TRADE PAYABLES 25.FE 1+ B 5 BRFX
An ageing analysis of trade payables of the Group is as follows: AEEENEZEFOREITAT
2017 2016
—ZE—+tF A
RMB’000 RMB’000
ARMT T ARBT T
Within 1 year —FR 295,919 130,559
Over 1 year but within 2 years —F L EETRBBAMRE 345,694 828,322
Over 2 years MELA 308,337 22,946
949,950 981,827
26.0THER PAYABLES 26. HLfth B 15 BR X
2017 2016
—E—tHF ZE—RF
RMB’000 RMB’000
AR%T ARET T
Current BP A
Receipts in advance TEMFRIE 29,559 108,264
Accrued expenses EEtHEX 929,302 780,854
Amount due to a related company (Note (i) ﬁﬁ MEE N A E (MIEEd) - 16,169
Amount due to an associate AR il /NETE /S| 57,984 57,984
Amounts due to directors B EERIE 1,446 3,600
Amount due to ultimate holding company FE ERESAE AR A RIFRIA 2,196 8,830
Amount due to ultimate controlling shareholder FE AR B AR Hxﬂxﬁ 221 210
Other payables (Note (ii)) HAth RS BRFK (MT.&(n)) 1,745,281 1,970,832
2,765,989 2,946,743
Non-current JEBNHEA
Other payables (Note (ii)) E b B SR (BT EEC)) 174,603 67717
2,940,592 3,014,460
Notes: 5T
(i) The related company is a company controlled by Mr. Xu. () ZBEERRBBBRELEEFHA
(i) Construction payables of approximately RMB1,122,937,000 (2016: (i) HEMKED B BREEMEERENAR
RMB1,180,086,000) and payables for related to mineral exploration ’%1 122, 937 OOOTE (Z2E—RF: ARK

Annual Report 2017 =& —

.

and mining rights of approximately RMB480,763,000 (2016:

RMB468,350,000) are included in other payables.

The amounts due to a related company, an associate, directors,

ultimate holding company and Mr. Xu, ultimate controlling

shareholder, are unsecured, interest free and have no fixed term of

repayment.

EER

.

JEH*F'ﬁ FZEE NG
Z%?ﬁ?&?ﬁﬂ B MR EE

1,180,086,0007T,) Lx&réﬁk%ﬁf%@%&}ﬂ)%
1 208 4 A R #480,763,0007T (— & —

F: /\Em% 350,0007T) °

— i E R

G-

ARIRR R B R R AR AR BR AR S AR O SRR

oo +f,
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A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

27.BORROWINGS 27.16 &

2017 2016
—S—+t& —E—REF
Notes RMB’000 RMB’000
Mk ARETT ARBETIT

Bank loans SRITER
- Secured — ik (i) 788,825 5,043,520
— Unsecured — IR (ii) 1,017,222 962,681
1,806,047 6,006,201
Other borrowings HEpfgE (iii) 4,239,838 37,070
Total borrowings BERRE 6,045,885 6,043,271

Interest payables on the borrowings are included in other payables.

As 31 December 2017, secured bank loans of approximately
RMB641,326,000 and other borrowings of approximately
RMB2,164,386,000 were not renewed or rolled over upon maturity
and carried interest at rates ranging from 4.75% to 6.83% per
annum. As at 31 December 2017, these borrowings are secured
by coal mining rights with a net carrying amount of approximately
RMB1,392,654,000, property, plant and equipment with a net
carrying amount of approximately RMB221,627,000, inventories
with a carrying amount of approximately RMB2,896,000. These
borrowings are also secured by Fortune Pearl International
Limited’s (“Fortune Pearl’, the ultimate holding company of the
Company) equity interest in the Company and the Group’s equity
interest in Chongsheng Coal, Xinglong Coal, Hongyuan Coal,
Super Grace and Oriental Wise and guaranteed by the Company,
certain subsidiaries of the Company, related parties and Mr.
Xu, the controlling shareholders. In addition, bank deposits of
approximately RMB171,000 was restricted for use as a result of
the bank borrowings were not renewed or rolled over upon maturity
(Note 23).

tEE RN R SFT ARAMERRR -

MW_BE—+&E+-A=+—8  AHEFRT
B ANR®BG41,326,000T R EMEEX
AR ¥2 164,386,0007T & A 2 AR B & sk
TA7 - WIEN F4.75% 5 6.83%H) F Fl| K5t
BERB - R_T—+F+_A=+—H" %
ZEEARMFELHARK,392,654,000
TZERRE®RE FEEFEHNARK
221,627,000t 2 W% - BB RZEKER
BEHARE2896,000 2 F EVEHE - %
EEETHERBEEERAR (R K
RAZRBRIERAT]) RARR)Z RN K
AEBREARE  HERE  REREX-
Super GraceXOriental Wise®) % # 1 &
o WHEARAR  KARRIZETHEDR -
BB MR AR R AR S R VEIER o L oh
RITERHARE171,000cERRITEE
RREHAREESRT MR GEA (s
23) °
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China Qinfa Group Limited HFEIRZZEEMER AT

ARE P RARMEE

31 December 2017 —Z—+%+=-A=+—H

27. BORROWINGS (conTinuED)

Annual Report 2017 =&

.

As 31 December 2016, secured bank loans of approximately
RMB672,289,000, unsecured bank loans of approximately
RMB269,850,000 and other borrowings of approximately
RMB17,090,000 were not renewed or rolled over upon maturity
and carried interest at rates ranging from 4.75% to 12.96% per
annum. As at 31 December 2016, these borrowings are secured
by coal mining rights with a net carrying amount of approximately
RMB994,151,000, property, plant and equipment with a net carrying
amount of approximately RMB407,274,000, lease prepayments with
a net carrying amount of approximately RMB5,073,000, guaranteed
by the Company, certain subsidiaries of the Company, related
parties, Mr. Xu and a former director. In addition, bank deposits of
approximately RMB1,939,000 was restricted for use as a result of
the bank borrowings were not renewed or rolled over upon maturity
(Note 23).

During the year ended 31 December 2017, several banks assigned
their bank loans due from the Group amounting to approximately
RMB4,239,838,000, interest and penalty interest due from the
Group amounting to approximately RMB490,089,000 to asset
management companies in the PRC.

Bank loans and other borrowings amounting to approximately
RMB1,499,842,000 (2016: RMB2,473,678,000) in aggregate due for
repayment after one year which contain a cross default clause that
demands immediate repayment when there is default in any bank
loans repayment had become repayable on demand and hence are
classified as current liabilities.

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

27.16E =

R-T—A"F+ZA=+—H  FHEMEKRIT
BERHARG72,289,0007T « EIKIFIRIT
BSR4 ARE269,850,0007T M H M £ E 4

)\E%W,OQ0,000E?KE’\\H,HHHvim/\j@ﬁ

7 WM F4.75%%12.96%H) F Fl| & 5t

BEFB R_ZT—XR"F+=-A=+—8"

ZEEEBRRMFENAREQI4 151,000

TZHERREE#E  FEAFEHARK

407,274,000Tc 2 W%~ B R&FE - BRE

SRE L AR MS5,073,000T 2 A EFEM BRI

BRI - X2 F) - KRRIZAETHEB AR

BER REERESERER - N iR

TR AR ®1,939,0007T 1 7 R A 2 Hf

RFEEIE T MR HIER (H:E23) °

HE-_T—+Ft+-_A=1+— Eutiﬁ
ﬁEﬁH HEWAEBEREIT zﬁAEﬁ%
4239838OOOTEL/{&F’EL|51$‘$IEI’]7T'J§&
i ,Z’J/\Emgoowoooﬁ%%%qﬂléf
F

BERXXNBHNBRREKREXRMBITE R
BRENRUNEENR —FERIHE
EMBETERMEMABERFTOARK
1,499,842,000L (ZE — X F: AR
2,473,678,0007T) EXABRERKEE - At
/\*E;E.'I/}ILEUELE\ °©

RIBE R GHAESI G EER KR - ~F
BEMBERIENGRREENTE - B
EEMRITERDOT ¢

2017 2016
—EB—tF —EREF

RMB’000 RMB'000

AR¥T T ARBT T

Within 1 year or on demand —FAFIRER 1,333,657 3,532,523
Over 1 year but within 2 years —F A BT BB E 324,890 1,118,336
Over 2 years but within 5 years MELA BN EBRARAF 147,500 1,355,342
1,806,047 6,006,201

— R
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e SRR T
31December 2017 —ZE—+&+=-A=+—H
27.BORROWINGS (conTinuED) 27.68 @
Other borrowings due for repayment, based on the scheduled BREBEERBZEASIIOEERGK &
repayment terms set out in the loan agreements and without taking RARBRINENGREENTE - JH
into account the effect of any repayment on cross default clause BEENHEMEENT
are as follows:
2017 2016
—E—tF —EREF
RMB’000 RMB’000
AR%T T ARBTT
Within 1 year or on demand —FAFIRERK 3,212,386 37,070
Over 1 year but within 2 years —FIA FBEEEMF 1,027,452
4,239,838 37,070
The Group's total borrowings are secured by the following assets: REBZ BEBEHTNINEEELER -
2017 2016
—E—+tF ZERF
Notes RMB’000 RMB’000
Bt aE ARBT AREFT
Property, plant and equipment M - BB KR 14 1,373,638 1,110,714
Coal mining rights B R R 15 4,417,366 2,292,588
Lease prepayments THEFEFIRRK 16 - 5,073
Inventories FE 20 2,896 28,509
Trade and bill receivables FEWE 5 AR R R IR = 45 21 = 33,365
As at 31 December 2017, the Group’s total borrowings are also RZF—+tHF+=-_A=+—H Ax5E

secured by other receivables of a related company of which Mr.
Xu is the shareholder, a property held by Mr. Xu, Fortune Pearl’s
equity interest in the Company and the Group’s equity interest in
Huameiao Energy, Xingtao Coal, Fengxi Coal, Chongsheng Coal,

Xinglong Coal, Hongyuan Coal, Shuozhou Guangfa, Super Grace
and Oriental Wise. As at 31 December 2017, total borrowings
of approximately RMB6,045,885,000 were guaranteed by the
Company, certain subsidiaries of the Company, related parties and/
or Mr. Xu (Note 35(b)).

CIREERAEN IR

STRE

{ﬁféﬁ@ﬁﬁﬁﬁa—ﬁEE?%?EE%FEH&%EI’JE%L
A EY Y N

M BRREAR 75’]Hx%&$§§lﬁé$%
BRELIR - BFRH R « HERE
I

%6

RREE - WMNEZ - Super
Grace&Oriental WiseHIRRHE(EIR IR - R —
TE—+F+-_A=+—8"

{ji

=y

/\IL:

EXRAAR

,045,885,000;TEH AR A « KAARIZH

THEAR BEIRHiRxeE (M
b)) {EFELR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE P RARMEE

31 December 2017 —Z—+%+=-A=+—H

27. BORROWINGS (conTinuED)

As at 31 December 2016, the Group’s total borrowings are also
secured by other receivables of a related company of which Mr.
Xu is the shareholder, a property held by Mr. Xu, a property held by
Mr. Xu Da, the executive director of the Company, Fortune Pearl’s
equity interest in the Company and the Group’s equity interest in
Huameiao Energy, Xingtao Coal, Fengxi Coal, Chongsheng Coal,

Xinglong Coal, Hongyuan Coal, Shuozhou Guangfa, Super Grace
and Oriental Wise. As at 31 December 2016, total borrowings
of approximately RMB6,033,401,000 were guaranteed by the
Company, certain subsidiaries of the Company, related parties, Mr.

Xu (Note 35(b)) and/or a former director.

27.16E =
—RNEFE+-_A=+—8"

B—/\\\—,,

REHZ

Fﬁwﬁﬁm—ﬁmﬁﬁiﬁﬁkﬁm%L
BREEEAEN—IE
ME - AR Tﬂﬂi%@L%ihﬁm—E
ME  EERAQRNBRERRNEENESE

X A 7Y H i FE WK

7<Hb

- FLFE R
Eliﬁ%kiﬁ

RS PAREZE
LR EE - PN E # - Super

ST

Grace K& Oriental WiseHIBRREVEIK IR « A
E—XRF+-_A=+—8"
#6,033,401,0000CEH A AR RARIZHE

THERR  B&ES

R/ RATEEERER

R

EEREOAR

m& A& (KTaE35(h))

Notes: BfaE
(i) Secured bank loans bear interest at rates ranging from 4.35% to 7.28% (O = ¢‘|’ A=+—H AR
(2016: 4.35% to 7.28%) per annum as at 31 December 2017. =N 4.35%%7.28% (_ZE N
4.35% 8%) HIFFEFTE ©
(i) Unsecured bank loans bear interest at rates ranging from 4.35% to (i) K==~ +tE+=—A=+—H" ﬁﬁfﬁﬁfﬁ
7.20% (2016: 4.35% to 8.10%) per annum as at 31 December 2017. BERIEN F4.35%%27.20% (ZF — /X :
4.35%%8.10%) HIFH KR o
(i) Other borrowings bear interest at rates ranging from 4.75% to 7.01% (i) RZE—EF+=-H= ‘f’ Hi g EZ
(2016:12.00% to 13.50%) per annum as at 31 December 2017. NF4.75%E7.01% (= JNEE 1 12.00%
£13.50%) HJFERMELE o
28.ACCRUED RECLAMATION OBLIGATIONS 28.FERREREH
2017 2016
—E—tF A
RMB’000 RMB’000
AR®T T ARET T
At 1 January n—HA—H 96,458 79,047
Addition NE = 12,843
Interest charge on unwinding of discounts (Note 7) T E 4738 2 F 85z (F3E7) 8,822 4,568
At 31 December = H=F—8 105,280 96,458
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29.CAPITAL, RESERVES AND DIVIDENDS

(a) Movements in components of equity

The reconciliation between the opening and closing balances of
each component of the Group’s consolidated equity is set out in the

consolidated statement of changes in equity.

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

20.87% ~ RERKRE
(a) B2 2B

AEBE MDA BN BRI R RROHER

(b) Share capital (b) BRZ
2017 2016
—E-t% —ERE
No. of No. of
shares Amount shares Amount
BRE &8 e &8
Note RMB’000 RMB'000
(i3 ARBTR AREFT
Authorised EE
Ordinary shares of HKD0.10 each & RREI{E0.1078 L) S8 20,000,000,000 1,763,000 | 20,000,000,000 1,763,000
Ordinary shares, issued and EER EBRTRAZ
fully paid
At 1 January W—HR—H 2,493,413,985 211,224 | 2,278,413,985 193,275
Shares issued in respect of LB MU A IR TR
payables capitalised Bin (i) - - 215,000,000 17,949
At 31 December ’+-A=+—H 2,493,413,985 211,224 | 2,493,413,985 211,224
(i) On 25 December 2015, the Group consolidated certain interest 0) ﬁé:gj/i\i%‘f’:ﬁ “+HHA - ARFERE
payables owing by its subsidiaries to a financial institution of Bﬁ%’/}ﬂi@@ﬁl@,m\%%g 533,&0\0
approximately RMB141,533,000 (the “Payables”) and novated the L EA R 28 mIKEI B iR E
Payables from the subsidiaries of the Company to the Company %{Ef%i\ﬁf$@@ﬁﬁ§§ﬂﬁ xﬁﬁi’iga °
as the principal debtor. The financial institution, on the same date, [] E H’Fiﬁﬁ WERENREE—BYE=7
transferred the Payables to an independent third party (the “Creditor”). ([EEAD) -
Pursuant to an agreement between the Company and the Creditor BARE RE géﬁéi%_ﬁi‘f‘:ﬁ —
dated 25 December 2015, the Creditor had conditionally agreed to +hHHAH ﬁﬁ@gﬁ N BERAR 1%1#%/5«_@%
subscribe for 215,000,000 ordinary shares (the “Shares to be Issued”) 215,000,000% & & (T HIT]) 8K
each at a subscription price of HKD0.272 per share by capitalisation of T i% {8 730.272/8 70+ & i & AN (b & 7 e
part of the Payables in the amount of approximately RMB48,822,000 5 5% 48 78 49 A R #48,822,0007T (*EE‘;E’:\
(equivalent to HKD58,480,000). Accordingly, the Group had no 58‘480,/0\00@70 ° At $%%%’UEEEE
contractual obligation to deliver cash to settle such amount and such @ﬁ%g VAT R R - LU R 5018 5% [ 78 B
amount will be settled by a fixed number of shares. SRMIBE °
On 6 January 2016, 215,000,000 new shares were allotted and issued mix%zf/\*\%_/\ﬂi/iﬁ » 2] 5,090,90()]&%&5&
to the Creditor, the Company’s share capital and share premium ?)gﬁj @;EIE%TT%HEE/\] ZAVN ﬂﬁf?’»‘&ﬂxﬁ
had been increased by HKD21,500,000 (equivalent to approximately # &5 5 %21,500,00008 T (B E ROAR
RMB17,949,000) and HKD33,325,000 (equivalent to approximately #17,949,0007T) 33,325,000/ T (A8 &
RMB27,822,000), respectively. REHAREE27,822,0007T) + MEAE AR S48

A FTRD -
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China Qinfa Group Limited HFEIRZZEEMER AT

e REME
31 December 2017 —Z—+%+=-A=+—H

29.CAPITAL, RESERVES AND DIVIDENDS (conTinuep)
(c) Perpetual subordinated convertible securities

On 31 December 2012, the Company issued convertible securities to
Fortune Pearl with a principal value of HKD194,700,000 (equivalent
to approximately RMB157,872,000). The direct transaction
costs attributable to the convertible securities amounted to
approximately RMB941,000.

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

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

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

The Group had elected to defer distribution payments for the
year ended 31 December 2017 of HKD5,841,000 (equivalent to
approximately RMB5,024,000). The Group had not elected to defer
distribution payments for the year ended 31 December 2016 of
HKD5,841,000 (equivalent to approximately RMB5,030,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

2.5« @HERRE w
(d) 54t
(i) B=E

29.CAPITAL, RESERVES AND DIVIDENDS (continuep)
(d) Deficit
(i) Share premium

The share premium account of the Group includes: (i) the premium
arising from the issue of new shares in prior years; (ii) the expense
incurred in connection with issuance of new shares in prior years;
(iii) dividends declared and paid in prior years; and (iv) amount
transferred from share-based compensation reserve upon exercise
of share options.

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

Merger reserve

Merger reserve represents the difference between the aggregate
amount of paid-in capital of the subsidiaries of the Company and
the amount of share capital of the Company transferred and issued
to Fortune Pearl in exchange for the entire equity interests in all
members of the Group as part of a reorganisation on 12 June 2009.

(iii) Reserves

Statutory reserve fund

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

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

AREBEZEMEEREE  (\NBEFEH
TR FRE A AR (E (D BEFEHET
A PRELE RS (INRBEFEIRER
SATRORLE ¢ Re(iv) T RE BB AR I 88 B DA
MRERIMEHEZEE -

R-ZF—7"F—A/NH  215,000,0000% f%
DB BBED ENERE R AR RETT
BEA BRIBROAAEBHERTER
% 42 S (B H) 42 5833,325,000/8 7T (FHE R
#)ANR¥E27,822,0007T) B ETERR
AR RER ©

(i) SOHEE

BHFREEARFTNMBARNEMERE
BEESR _TENFAA+_BEEN—
B BREANKERBKE QR Z 2K
M M2 a8 E M EITH AR BRI A ZHE
HZEHR

(i) fek ffm

EEREE
RIEINEIBEAREANBEBEREREG - &
SEETHETERARNESTSRERTE
AR RUDEE THRREEN (RPR
10%) BAEMHEE (DAEHAER])  BEE
&l REEMEARS0%BLE -

EERBEATHADIK  HEHRBFRERR
AR IR AR RE P BAR ) P S T IR il AT AR X 4K 8
RETEH RN B EARNSE HTTRARIBRS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e REME
31 December 2017 —Z—+%+=-A=+—H

29.CAPITAL, RESERVES AND DIVIDENDS (continuep) 2.5 REERKRE @
(d) Deficit (continued) (d) B4t ca)
(iii) Reserves (continued) (iii) f& & ()
Specific reserve — maintenance and production funds BIEFE —REREEES
According to relevant PRC regulations, the Group is required to BEAFEEERTE  ~EBEARBERE
transfer an amount to specific reserve for the maintenance and B ERERAZEREEREEERE
production funds and other related expenditures based on coal EEeAREMEBAAS - BHEMBHEZHN
production volume. The movement of specific reserve is as follows: T
RMB’000
ARBFIT
Balance at 1 January 2016 RZZF—ARE—RA—RAz#&# 215,997
Provision for the year FNE A 33,211
Utilisation for the year FABA (28,183)
Balance at 31 December 2016 and 1 January 2017 RZE—RF+_A=F+—"HBK
—E—+tF A BZ&R 221,025
Provision for the year FNEME 108,312
Utilisation for the year FREA (93,513)
Balance at 31 December 2017 R-ZE—+FE+-_A=+—Hz&EH 235,824
(iv) Exchange reserve (iv) B 5
The exchange reserve comprises all foreign exchange differences [EHREEREREBINEBNMBRERME
arising from the translation of the financial statements of foreign EREEINEERE o ZRBIRIRM FE2(d)PT
operations. The reserve is dealt with in accordance with the HOETHERE -
accounting policies set out in Note 2(d).
(v) Share-based compensation reserve (v) AR BER M EREE
Share-based compensation reserve represents the value of LARR 10 B 2GR < B € BB IR I sE 30T
directors and employee services in respect of share options granted WERAREESBRESS RERETE
under a Pre-IPO share option scheme and a share option scheme RENBERESENEEREBRKEE -
as set out in Note 30.
(vi) Distributability of reserves (vi) ATt o IR &1
The application of the share premium account is governed by the ERARNRERIXFAESHESARDARHKE -
Companies Law of the Cayman Islands. Under the Companies BREREHENRE  RNDEERZEST
Law of the Cayman Islands, the funds in share premium account AR TARBRE - EEEREZESIRRE
are distributable to shareholders of the Company provided that BHi%R - AR AEAg HEEREN BB ER
immediately following the date on which the dividend is proposed to BEPE R E -

be distributed, the Company will be in a position to pay off its debts
as they fall due in the ordinary course of business.

As at 31 December 2017, the Company did not have any RIZE—tHF+-A=+—H A2 FHELM
distributable reserves (2016: Nil). A IKEE (ZF—RF: &) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29.CAPITAL, RESERVES AND DIVIDENDS (continuep)
(e) Capital management

(f)

The Group’s primary objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern,
so that it can continue to provide returns for shareholders and
benefits for other stakeholders, by pricing products and services
commensurately with the level of risk and by securing access to
finance at a reasonable cost. The Group’s overall strategy remains
unchanged from that of prior year.

The capital structure of the Group consists of net debt, which
included borrowings, net of cash and cash equivalents, as disclosed
in Notes 24 and 27 respectively, and equity attributable to equity
shareholders of the Company, comprising share capital, perpetual
subordinated convertible securities and deficit, as disclosed in Note
29.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholder
returns that might be possible with higher levels of borrowings and
the advantages and security afforded by a sound capital position,
and makes adjustments to the capital structure in light of changes
in economic conditions.

Dividends

The directors of the Company do not recommend the payment of
any dividends to its ordinary shareholders for the year ended 31
December 2017 (2016: Nil).

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

2.5« @HERRE w
(e) EXEE

(f)

AEEEREAZEZARTREAEERE
MUEER BB EEERE  UEEBE
RERKFHEZEmMRGEBALESS
ERAZHE  #ERBRRAEEREBHE
a5 A A RA R - AR B A B IR RE
ERTEFRERTE -

AEBEAEEBBRIEERFE  HBEN
H24R27TDRBBEZEE KRB KRS
ZBYNURARNAE=FTEARLES (8
FERRAR ~ KARBAT R EH REL) - R
PHFE29FTIR R ©

A T R A A AR TR R
12+ DAEB IR SR B SR T T B R 2 82
B EOK TR B A AR B2 IR AR
B2 RS - S R AR 2 B (e
BRI B -

Hﬁ/l_é:\
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China Qinfa Group Limited HFEIRZZEEMER AT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e REME
31 December 2017 —Z—+%+=-A=+—H

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

(i)

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

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

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

The terms and conditions of the grants are as follows:

0. ZEmAE ARG RBERN A

(a) BR AR SR B R AR &
REE—REXR-TTAFAA+-BEBNE
EAHR - ADERMERAREE AR
B ([ERAMEENBRELD Bt AEAE
BT RIEAR R AR -

RIB B IR 5 3 S I R R 0 R A R A 2
1TE B AT T 897 &9 B 0 48 20/38,400,0008% » %
ERZZZNENAT_AEE  REERER
25287 °

BHRBEERRFEEAIEARET R L MR E
FRAAE EMASES —2=F  MBRER
RTEHRBATE - ARRLEETELHETEEE
PR & BB BB T REAE

() ERBRENERIREENT

Number of Contractual

options Vesting conditions life of options

BREN

BREHE 5B R4 B H AR

Options granted to the grantees 8,400,000 30% on both of the first and second 10 years
—-on 12 June 2009 anniversary of the Listing Date, 40% on 104

BT RERANBRE
—R-FFTNAFAHA=TH

the third anniversary of the Listing Date
FHRBARE SAFREZBFHRI0% -

T HERE=AFE40%

Annual Report 2017 —Z—tFF

.

&



China Qinfa Group Limited RFEIRZEEERAT 165 |

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

30.EQUITY-SETTLED SHARE-BASED PAYMENTS 0. RERGEEURDBERNMTR
(CONTINUED) (%)
(a) Pre-IPO Share Option Scheme (continued) (a) BEXRAHRERNBRETSE )
(ii) The number and weighted average exercise prices of Pre- (i) BUX AR ERBERENIE R NEF
IPO Share Options are as follows: HITEENT ¢
For the year ended 31 December 2017 BE-—Z—tH+-A=+—HLEE
Outstanding number of options
HATERRERR
Balance at Lapsed Balance at
Exercise 1 January during the 31 December
Type of grantee Date of grant Exercisable period price 2017 year 2017
RZB-t§ R=B-t%F
-B-H t=B=t+-H
RRARH RHBS it ] e if33 EREN it
HKD '000 '000 '000
A T4 T T
Employees
-]
In aggregate 12 June 2009 12 June 2009 to 11 June 2019 1.26 9,600 (2,000) 7,600
i ZEENESATCH “EENEAATIRE
“I-MRAT-E
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China Qinfa Group Limited PEEXEBER AT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e REME
31 December 2017 —Z—+%+=-A=+—H

30. EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)

(a) Pre-1PO Share Option Scheme (continued)
(ii) The number and weighted average exercise prices of Pre-

IPO Share Options are as follows: (continued)
For the year ended 31 December 2016

(%)

0. ZEREFURDHERNTRK

(a) BEXRAMRERNBRESTE )
(i) BRLHBEABRENER RNEE

EITEENT )
BE-Z—ARF+=-A=1+—HLEE

QOutstanding number of options

HATTRERES R
Balance at Effect of Lapsed Balance at
Exercise TJanuary retirement of during the 31 December
Type of grantee Date of grant Exercisable period price 2016 adirector year 2016
RIB—R"%E RIB—RE
—A—H g2 TZA=t-H
ERNER RHRH i e M RENPE EREN B e
HKD 000 000 000 000
BT T T T T
Executive director
#irEs
Mr. Ma Baofeng* 12 June 2009 12 June 2009 to 11 June 2019 1.26 1,200 (1,200) = =
RS “EThE “ETNERATIRE
~ATZH “E-NERAT-H
Employees
&8
In aggregate 12 June 2009 12 June 2009 to 11 June 2019 1.26 10,800 1,200 (2,400) 9,600
&8 “EThE “ETNERATIRE
AATZA “E-nERAT-H
12,000 = (2,400) 9,600
*  Mr. Ma Baofeng retired and ceased to be an executive director of the * RIZIZE-—RNFAAZ+=H ERELER
Company on 23 June 2016. ERTBARRBRITES -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

30.EQUITY-SETTLED SHARE-BASED PAYMENTS 0. REREH RN B ERAT

(CONTINUED) (#)
(a) Pre-IPO Share Option Scheme (continued) (a) BEXRAHRERNBRESTE (0
(ii) The number and weighted average exercise prices of Pre- (i) BUX AR ER BRENEE & NEF

IPO Share Options are as follows: (continued)

During the year, no share option (2016: Nil) under the Pre-IPO Share
Option was exercised.

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

The Pre-IPO Share Options outstanding at 31 December 2017 had
a weighted average remaining contractual life of 1.5 years (2016:
2.5 years). The weighted average exercise price for the outstanding
Pre-IPO Share Options as at 31 December 2017 was HKD1.26 (2016:
HKD1.26) per share.

(b) Share Option Scheme

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

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

EITEBNT )
REAR - BEFRXAFRAZEFEIREE TN
BRI TE (ZF—NF &) -

HRER-_Z—F+ATHRBIBEREM
MR R EHE —RIRARDERE —RAARE
TRITHARR  BX A HBEERBRIENITE
BR252BTHAERI268B T MR- —
—F+ATHERTENE R ARAEERE
A% ¥ 8t B §7,800,00017 8 2 A15,600,000

1/\ ®

MRZZE—+E+_A=1+—8 " HKRTEH
RAFEE AT AR A INE I RIS E 4V H
[RA15F (ZF—NF : 25F) RN —
+FE+-_A=+—8  BRITEERIAFRE
ERBRENNEFLSTEERETH1.268
TL(ZZE—REF 1 1.2687T) °

(b) fB AR =T &l

RIFE—RR-_FZANFAA+_HABH
MEERZER  ARFINS RN —ABIRE
A& ([EEhEstal]) -

RATEREBRES S LA QB EMEBE
i EIERERE AR ARITERENME B
REMARETHNRRRNEE - EERE
BRAEBTAT - @RI BBETKEHT
P 4828 HI30% © BRIFEEAIRRILAE - BRI
HEBTEBERNEXAZHRHBREE A
(B#E%A) A12EABEERZA LR
KT ROCERE (BRETE 2EER
RITEBBRE) & SEHEBRTRHTH
TR EREBEFTREBREZR 2
BIRNER1% - AITFRZALELE
Pt -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

China Qinfa Group Limited HFEIRZZEEMER AT

e REME
31 December 2017 —Z—+%+=-A=+—H

30.EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)

(b) Share Option Scheme (continued)

An option under the Share Option Scheme may be exercised in
accordance with the terms of the Share Option Scheme at any
time during a period as determined by the board of directors of the
Company, which must not be more than 10 years from the date of

0. ZEREFURDHERNTRK

(%)

(b) BB (@)

T8 A ET 81 TR T MY i Ak i AT AR 3% i A RE AT
BTN AR EESBENHNEAMERTT
% - MABBEERE B BEF TSEE10
ﬁz o

the grant.

The terms and conditions of the grants are as follows:

(i) REBRENERRRARFENT

Number of Contractual

options Vesting conditions life of options

BRERE BERRGE IR NS QR

Options granted to a director and employees 20,751,196 40% on the grant date, 30% 10 years

—-on 17 January 2012 on both of the first and 104F
BT — 2= kEENERE second anniversary
—RZE——-F—H++tH of the grant date
ML BER40% -
RIXEBEEEE -
E_IRFHRI0%

Options granted to directors and employees 157,500,000 40% on the grant date, 30% 10 years

- on 30 April 2015 on both of the first and 104

BETESRERNBRE
~R-E-—AFMA=TH

second anniversary
of the grant date
R BHIR40% -
RIERHBEBERE—K
£ —BFHRI0%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

30.EQUITY-SETTLED SHARE-BASED PAYMENTS

0. ZEREFURDHERNIRK

(CONTINUED) (%&)

(b) Share Option Scheme (continued) (b) gﬁﬂﬁ%%ﬂ-gﬂ (%&)

(ii) The number and weighted average exercise prices of Share (i) BREFTEINH B R NEFIITEELN
Options Scheme are as follows: T

For the year ended 31 December 2017

BHE_Z—tF+-A=+—HLFE

Outstanding number of options
HATERREH R
Balance at Effect of Lapsed Balance at
Exercise 1January  appointment duringthe 31 December
Type of grantee Date of grant Exercisable period price 2017 of directors year 2017
R=Z-t& R=B-tF
-A-A B +=A=1-H
ERAEH RHAH Gl iR s ¥8 FREN if53
HKD '000 '000 '000 '000
o T T T T4
Executive directors
HTES
Mr. Fung Wai Shing® 30 April 2015 30 April 2015 to 29 April 2025 0.485 - 20,000 - 20,000
BEM L “5-1fF “T-RENA=TRZE
MA=1A “Z-RFNA=TAR
Mr. Liu Jinghong * 30 April 2015 30 April 2015 to 29 April 2025 0.485 - 2,000 - 2,000
YR st “5-1f “Z-1FMA=1RZ
MA=1H ZZZREMAZTHA
Independent non-executive
directors
BUFHTES
Mr. Huang Guosheng 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 - - 500
HEBLE “T-nf —S-1EMA=THZ
MA=tA “Z-RFMA=TAR
Mr. Lau Sikyuen 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
AHREE “5-1f ZZ-n§NA=TAE
MA=1H ZZZREMAZTIA
Mr. Xing Zhiying 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 - - 500
BEREE “3-nfF “E-REMA=THZ
MA=+H ZEZREMAZTAR
1,500 22,000 - 23,500
Employees
&g
In aggregate 17 January 2012 17 January 2012 to 16 January 2022 150 8,152 - (2,964) 5,188
ik 2 “E-5-ATtHZE
—AttA ZZ-F-A1XA
In aggregate 30 April 2015 30 April 2015 to 29 April 2025 0.485 125,000 (22,000) - 103,000
e “5-1f “Z-hFNA=THE
MA=TH ZZZREMAZTIA
133,152 (22,000) (2,964) 108,188
134,652 - (2,964) 131,688
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ARE P RARMEE

31 December 2017 —ZF—

30.EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)

(b) Share Option Scheme (continued)
(ii) The number and weighted average exercise prices of Share

tHE+=A=t—H

30. B

(&

S E ARG RERB N

)

(b) BB REST B ()

Options Scheme are as follows: (continued)
For the year ended 31 December 2016

(ii) ﬁﬁ' IREEST BN B R INEF T EEM
BE_2-—A"F+-A=t—-HLEE

(%)

Qutstanding number of options

HATTEBREN
Balance at Effect of Lapsed Balance at
Exercise TJanuary  retirement of duringthe 31 December
Type of grantee Date of grant Exercisable Period price 2016 adirector year 2016
RIB—RF RFAE
~A-H BRRIT t=A=1-A
HR AR Rt A # T {8 HEE GEZ EREM Gl
HKD 000 000 000 000
AT T T T T
Executive director
yires
Mr. Ma Baofeng* 17 January 2012 17 January 2012 to 16 January 2022 1.50 2,964 (2,964) - -
BiRER L 2% “E2-5-AttHEE
—AttA “E-CF-ATAR
Independent non-executive
directors
BUFUTES
Mr. Huang Guosheng 30 April 2015 30 April 2015 to 29 April 2025 0485 500 = = 500
BB E —3-1f “F-1FMA=TAE
MmA=1A “EZ-REMACTAR
Mr. Lau Sikyuen 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
)yt —3-nfF “E-1EMA=THE
MA=1H “Z-RFMAZTAR
Mr. Xing Zhiying 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
mEREE Z3-nfF “E-IEMA=THE
MmA=1H ZECREMAZTAR
4,464 (2,964) = 1,500
Employees
g
In aggregate 17 January 2012 17 January 2012 to 16 January 2022 1.50 5929 2,964 (741) 8,152
2% “E-fF 3 E-ATtHEE
—-At++tH ZEZZ5-A1AA
In aggregate 30 April 2015 30 April 2015 to 29 April 2025 0.485 132,000 = (7,000) 125,000
&g —3-nfF “E-LEMA=THE
MmA=1A “E-RFMAZTAR
137,929 2,964 (7,741) 138,152
142,393 = (7,741) 134,652
*  Mr. Ma Baofeng retired and ceased to be an executive director of the * RZIFBE—RENA-+=H ' ERELLE
Company on 23 June 2016. EERTNBARNRATHITES
#  Mr. Fung Wai Shing and Mr. Liu Jinghong were appointed as executive # PN B FOA+ B BEEKLERE
directors of the Company on 12 April 2017. SN EEZEAEKRATHITES -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30.EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)

(b) Share Option Scheme (continued)

(ii)

31.

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

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

During the year ended 31 December 2017, no share option under
the Share Option Scheme were granted and exercised (2016: Nil).

The share options outstanding at 31 December 2017 had a weighted
average remaining contractual life of 7.2 years (31 December 2016:
8.1 years). The weighted average exercise price for the outstanding
share options as at 31 December 2017 was HKDO0.52 (2016:
HKDO0.55) per share.

FINANCIAL GUARANTEE CONTRACTS

As at 31 December 2017, the Company has executed corporate
guarantee to certain banks and other borrowing creditors with
respect to general banking facilities and borrowings granted
to certain subsidiaries of the Company of approximately
RMB2,577,490,000 (2016: RMB4,206,554,000). In addition, as
at 31 December 2017, the Company and certain subsidiaries
of the Company have executed corporate guarantee to certain
banks and an other borrowing creditor (2016: certain banks) with
respect to borrowings granted to an associate of approximately
RMB656,832,000 (2016: RMB640,600,000) as disclosed in Note
35(c).

The Group has not recognised any financial liability (2016: Nil) in
respect of the guarantees granted for general banking facilities
of the associate as the directors of the Company considered that
it was not probable that the repayments of the borrowings from
the associate would be in default and the estimated fair value is
insignificant.

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

0. ZEREFURDHERNIRK

(#)

(b) BRRESTE ()
(i) BRAETZNEE RINEFHITEEN

31.

™

NZE—+E+_A=+—08  BRE:
ZITE T AT D A B A 49131,688,0000%
(ZZ—7<% : 96,702,000/%) °

RBE-_ZT—+&+=-_RA=+—HIEE "
BREAZBETHEEREERHRTE
(ZZE—RF  E\E) -

MN_B—+EF+-A=1+—BHKRTENE
Bz MEFHRGE LR AB7.2F (=
T—RNE+-_A=+—"H:81F) RN_ZT
—tF+ A=+ HERITENBREZ
MEFHTEEAESRS2E L (ZF—X
& 0.55%87T) ©

BREREN
R_FB—t&+=-A=+—8  ARAHRHE
ETAQBMBARERZ —RIBITEER
BEELHARK2577,490,0007T (ZF — /%
F: AR¥4,206,554,0007T) ME THRITR
HMEEEEART QARER - 1 B
BIsES5(C)FTiFE R=FE—+tF+—-_A=+
—B ' AR RARBETFTHE AR —HE
BENRERZEEH ARKB56,832,000
T (ZZF—7RF : AR¥640,600,0007T) [
ATHRTE—BEMEEGREA(ZT—X
F:BTRIT) BYARIER -

AR E LR RBE AT 2 — BB HE
B2 BREBEASBAN (ZF A%
%) BRAAAEFRAMLMENEA
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32.FINANCIAL RISK MANAGEMENT AND FAIR

(a)

(b)

VALUES OF FINANCIAL INSTRUMENTS

Categories of financial instruments

NReMEABEEREMTIAZARE

(a) & T A5

2017 2016
-t S
RMB’000 RMB’000
AR%T R ARET T
Financial assets tREE
Loans and receivables ERRERESR (BiERe Rk
(including cash and cash equivalents), ReZEY)  REBHEKAGE
measured at amortised cost 893,215 448,496
Financial liabilities tRIBE
Financial liabilities, measured at CENAE - REHK AR
amortised cost 9,906,868 9,931,294
Financial risk management objectives and policies (b) Bt #5 b E I B AR R BUR

Exposure to credit risk, liquidity risk, interest risk and currency
risk arises in the normal course of the Group’s businesses. The
Group’s exposure to these risks and the financial risk management
policies and practices used by the Group to manage these risks are
described below.

Credit risk

The Group’s credit risk is primarily attributable to trade and bill
receivables. Management has a credit policy in place and the
exposure to credit risk is monitored on an ongoing basis. Credit
evaluations are performed on all customers requiring credit over a
certain amount.

The Group’s exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the industry
or country in which the customer operates and therefore significant
concentrations of credit risk primarily arise when the Group has
significant exposure to individual customers.
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32.FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (conTinuep)

(b) Financial risk management objectives and policies (continued)

(i) Credit risk (continued)
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NeMEABEERERTIAZARE

()
(b) MERBREEEEZREE @
(i) EERR @

At the reporting date, 48.9% (2016: 64.4%) of the net trade and bill
receivables was due from the five largest trade customers within
the coal business segment. These five largest trade customers
include a state-owned enterprise in the PRC and customers with
good past credit records with the Group.

In view of the history of business dealings with the customers
and the sound collection history of the receivables due from
them, management believes that there is no material credit risk
inherent in the Group’s outstanding receivable balance due from
these customers. Management makes periodic assessment on the
recoverability of the trade and other receivables based on historical
payment records, the length of the overdue period, the financial
strength of the debtors and whether there is any dispute with the
debtors. The maximum exposure to credit risk is represented by
the carrying amount of each financial asset in the consolidated
statement of financial position. Except for the financial guarantees
given by the Group as set out in Note 31, the Group does not provide
any other guarantee which would expose the Group to credit risk as
at 31 December 2017 (2016: Nil).

RER - BWE SR KEWEEFEEH
48.9% (ZZ—7NF : 64.4%) THRRWIEIR ¥
BOMAAESGEERIE - ZERAEHE
FRE—HMrEREELERBTEAEEN
CERBRITNES -

ENEZEFRFPNEBERCEMERRSE
B EU R R KRR SR R - BEEER /N
£5 B () R Ui (o] 1 R U B SR AB SR AN & I B B K
EERR - BERERBBENNKCE - RRX
HENRE - BFANTBEN REHAZ
BHEETAFZELE S MEtEUERF A A
WEEELERFE RREERREBS
TRMEEZERAERNEAVBRANKAZ
5l o BRMYEEST PRI A RS HEARSN - R=F—+
Ft+-A=t—8 AXEERAKBZEE
2B 0 A B2 R B AR ER (ZF — N5
&) -
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32.FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS (conTinueD)

(b) Financial risk management objectives and policies (continued)
(i) Liquidity risk

Individual operating entities within the Group are responsible for
their own cash management, but the borrowings are subject to
approval by the parent company’s management. The Group’s policy
is to regularly monitor its liquidity requirements and its compliance
with any lending covenants, to ensure that it maintains sufficient
reserves of cash and adequate committed lines of funding from
major financial institutions to meet its liquidity requirements in the
short and longer term.

The following tables show the remaining contractual maturities at
the reporting date of the Group’s non-derivative financial liabilities
which are based on contractual undiscounted cash flows (including
interest payments computed using contractual rates or, if floating,
based on rates current at the reporting date) and the earliest date

NReMEABEEREMTIAZARE

(%)

(b) EEMREEEZERBER @)
(i) RBESE M

AEBAENEEEREQTREERESE
2 ERERARSEARERERE K&
BeBRAEHERERPESEFRREE
SRR R FE 2 B0 - AR E 445 2 5
RemEhRATESHMBE CEEARE

SRE  UENEREHZRHESHER

TREIIAEE Y HT4 S ME EHBE R
2 RBAHEME - AR EHEA DK

FHRASRE (BREERAHF X
A AER

B

il

AlmE SR ZF

ZEHH) URAEBTELAR R R A

the Group can be required to pay. 8
As at 31 December 2017
R=g-t£+=A=+-8
Total Withinone  More than one
Carrying  undiscounted yearor  yearand less
amount cash flow ondemand than five years
KTH —ERH —F#
BEE Remam REX BREER
RMB’000 RMB’000 RMB'000 RMB'000
ARETR ARETR ARETT ARETTT
Current BN
Trade payables FERTE SR 949,950 949,950 949,950 -
Financial liabilities included SAEMERER ERER
in other payables 2,736,430 2,736,671 2,736,671 -
Borrowings BE 6,045,885 6,045,885 6,045,885 -
9,732,265 9,732,506 9,732,506 -
Non-current FFENE
Financial liabilities included SARMENESZEHER
in other payables 174,603 194,268 - 194,268
9,906,868 9,926,774 9,732,506 194,268
Maximum exposure of financial MBERESOZARRE (31)
guarantee contracts (Note 31) 656,832 656,832 656,832 -
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32.FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (conTinuep)

(b) Financial risk management objectives and policies (continued)
(i) Liquidity risk (continued)

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

NRcEEREEREMIAZARE
(#)
(b) I EREEBERBER @)
(i) RBVESRAR &)
As at 31 December 2016
RZE—R"E+-A=1—H

Total Withinone ~ More than one
Carrying  Undiscounted year or year and less
amount cash flow ondemand  than five years
KR —FRK —Fi&
RHE Renes BREX BREER
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AREFT AREFT AREFT
Current b
Trade payables ENESHRT 981,827 981,827 981,827 -
Financial liabilities included STARMEMRR S RAE
in other payables 2,838,479 2,838,479 2,838,479 =
Borrowings B8 6,043,271 6,043,271 6,043,271 -
9,863,577 9,863,577 9,863,577 =
Non-current FENH
Financial liabilities included STARMEMNER . SRAE
in other payables 67717 80,800 = 80,800
9,931,294 9,944,377 9,863,577 80,800
Maximum exposure of financial HBEREOZARR (H3E31)
guarantee contracts (Note 31) 640,600 683,882 683,882 -

The amounts included above for financial guarantee contracts
are the maximum amounts the Group could be required to settle
under the arrangement for the full guaranteed amount if that
amount is claimed by the counterparty to the guarantee. Based on
expectations at the end of the reporting period, the Group considers
that it is more likely than not that no amount will be payable under
the arrangement. However, this estimate is subject to change
depending on the probability of the counterparty claiming under
the guarantee which is a function of the likelihood that the financial
receivables held by the counterparty which are guaranteed suffer
credit losses.

FRAFHFEREN 2B AEERIBEDR
EREREBITHMAKERENZESEE
R (HERZHFHREZESR) - RER
SR EY AEERSRATEHAR
BREME - A - LB BRF 4
FHORBERRELRROAEEMAE - M
e i E R AV AT RE M BIBUR S 8 F 75 P s JE 42
R BRBERAR L IREEBROAIEN -
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32.FINANCIAL RISK MANAGEMENT AND FAIR

NLHEAREENEMIBEZARE

VALUES OF FINANCIAL INSTRUMENTS (continueD)

(b) Financial risk management objectives and policies (continued)

(i) Liquidity risk (continued)

The table below summarises the maturity analysis of borrowings
and financial guarantee with respect to borrowings granted to an
associate with a repayment on cross demand clause based on
agreed scheduled repayments set out in the loan agreements. The
amounts include interest payments computed using contractual
rates. As a result, these amounts were greater than the amounts
disclosed in the “on demand” time band in the maturity analysis
contained in the above table.

The directors of the Company do not consider that it is probable that
the bank and other borrowing creditors will exercise their discretion
to demand immediate repayment. The directors of the Company
believe that such borrowings of the Group and an associate will be
repaid in accordance with the scheduled repayment dates set out

(#8)

(b) EEMREEEZERBER @)
(i) RBE SRR @)

T RIBIEE 00 5% P85 E AT 8B 5K B H
BB s X NERERERNOER K —
F SRR ER 2 BEMBRERAOIHA
D - TEBREMSHFXREFHEHF SN
Ko Bt ZESERERMEIHADN
2R | BHEBEAMRE LSRR °

ARBAEZRARBOMNEMBEEEEAL
TTEERIBEZ RN ERNATREETA
ARPEFTRRAEE N — BB E QR 2%
FRERRBEER W R SIEK A HE
}E o

in the loan agreements.

Maturity analysis - Borrowings and financial guarantee with
respect to borrowings granted to an associate subject to
arepayment on cross default clause based on

scheduled repayments

B AL - RESBERZIRINENRREERRAN
FERB-—ABEARNERZEEZHBEREN

Total Withinone More than one

Carrying undiscounted year or year and less
amount cash flow ondemand than five years
EN: 3 —FR —F#&
RHE HRERELE FEER BEER
RMB’000 RMB’000 RMB'000 RMB’000
ARBTT ARETT AR®TRT ARETR
At 31 December 2017 R-EB—tE+=-B=+—-8
Borrowings BE 6,045,885 6,195,190 4,591,956 1,603,234
Maximum exposure of IBERGHOSARR
financial guarantee contracts 656,832 703,304 320,655 382,649
At 31 December 2016 RZE—X"F+-_A=1+—H
Borrowings P 6,043,271 6,467,888 3,759,354 2,708,534
Maximum exposure of IBERGOZARR
financial guarantee contracts 640,600 683,882 683,882 =
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31 December 2017 —Z—+%+=-A=+—H

NRcHEAREERSBMTAEZAAE
()

(b) B EREEEEREE @)

( )/Jlb@]éfﬂﬁfﬁ (%)
MN_B—+&FE+-A=+—8 A&EBZ&
BEEFEASYHARESB852,285,0007T °
B unf 27T BR - AR %2,805,712,000
TZETEEINHEEAEENET K
475%E6.83%MFFKRFTE - REEBZE
LRB M ARIBEIT B A0 FE1 . 2(c) ATt 2 45
REAEBRRBESRE | RIBRERAEE

32.FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (conTinueD)

(b) Financial risk management objectives and policies (continued)

(i) Liquidity risk (continued)
As 31 December 2017, the Group had net current liabilities of
approximately RMB8,852,285,000. As disclosed in Note 27, certain
borrowings amounted to RMB2,805,712,000 have yet been renewed
or rolled over upon maturity and carried interest at 4.75% to 6.83%
per annum. The liquidity of the Group is dependent on its ability to
implement the measures to improve the Group’s immediate liquidity
and cash flows as described in Note 1.2(c).

jj o
(iii) Interest rate risk (iii) F) 2= @ b
The Group’s interest rate risk arises primarily from pledged and AEBZHNEEREZREEERFRZRH
restricted deposits, cash and cash equivalents and borrowings. ER- - RekBeESEMREE - RAIE2F
Borrowings issued at variable rates and at fixed rates expose the T&.Eﬂ 1ﬁ)\Z{ﬁf§\T§ZK’§. Rl

Group to cash flow interest rate risk and fair value interest rate
risk respectively. The Group’s interest rate profile as monitored by
management is set out as below:

imm’“'JTJ—W &i\\fﬁfﬁﬂ:u?ﬂﬁﬁi ° E.EE

ERZASBMEGERFIINTX

Interest rate profile FIZBR
The following table details the interest rate profile of the Group’s TRFANAEEB ZEEFENRRERA ZFX
net borrowings at the reporting date: W
2017 2016
—E-t& NS
Effective Carrying Effective Carrying
interest rate value interest rate value
perannum RMB'000 per annum RMB'000
HREE FEE
ERERE ARBT T ERERN = ARETT
Fixed rate borrowings: EEFEEE !
Borrowings EE 4.35% - 7.20% 2,845,479 | 4.75% -13.50% 1,861,144
Variable rate net borrowings: ARREEEFHE
Borrowings B8 4.75% - 7.28% 3,200,406 | 4.35% - 7.28% 4182127
Pledged and restricted deposits BEBA LR HIER 0.00% - 0.35% (294) | 0.00% - 0.35% (2,113)
Cash and cash equivalents BeRBEEED 0.00% - 0.35% (80,349) | 0.00% - 0.35% (24,713)
3,119,763 4,155,301
Total net borrowings MEETE 5,965,242 6,016,445
Net fixed rate borrowings as EEREEEREE
a percentage of total net borrowings AfEEFENE L 47.7% 30.9%
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32.FINANCIAL RISK MANAGEMENT AND FAIR NcrEABEEREMIAZARE

VALUES OF FINANCIAL INSTRUMENTS (continueD)

(%)

(b) Financial risk management objectives and policies (ontinued)  (b) R EE B ERBE (o)
(iii) Interest rate risk (continued) (iii) R =@ b (o)

Sensitivity analysis

It is estimated that a general increase/decrease of 100 basis points
in the interest rates of variable rate net borrowings prevailing at
the reporting date, with all other variables held constant, would
decrease/increase the Group’s profit after tax by approximately
RMB31,198,000 (2016: increase/decrease the Group’s loss after
tax by approximately RMB41,553,000) and increase/decrease the
Group’s accumulated losses by approximately RMB31,198,000
(2016: RMB41,553,000) for the year ended 31 December 2017.

The sensitivity analysis above indicates the instantaneous change
in the Group’s profit/loss after tax and consolidated equity that
would arise assuming that the change in interest rates had
occurred at the reporting date and had been applied to re-measure
those floating rate non-derivative instruments held by the Group
which expose the Group to cash flow interest rate risk at the
reporting date. The impact on the Group’s profit/loss after tax
and consolidated equity is estimated as an annualised impact on
interest expense of such a change in interest rates. The analysis is
performed on the same basis for 2016.

BRE DT

BRAMEHEMEZRERLE  R{EAT
BREREEFEOFERER A TH100
BER HACBEREE_FT—tF+=
A=Z+—BLUEFEZAEBEBRFE% G TR
L EINK AR #31,198,0007T (ZE—~
F . AKEBRBBREBEENBRIOODARE
41,5653,0007T) RAEB R EEEMN, R
D) AR #31,198,0000T (ZZE—7RF : A
R#41,553,0007T) °

PRBREAMIERER 2 BRBIRET
BEGAERAREEZANRES  EPR
BRMNEZEPNHEACKLELE  WEARE
M EAKEMFEALNBE AEAKET
BRIRE MM EREREFEIFITESRTE -
AEBZBRBREEN,BREGEEE Y
ERNAMNZEHHMNEHNFELTZE
TR « Z O IR T —XFHEH
EVEREETT o

(iv) Foreign currency risk (iv) ZNEE [ e

RMB is not freely convertible into foreign currencies. All foreign
exchange transactions involving RMB must take place through
the People’s Bank of China or other institutions authorised to
buy and sell foreign exchange. The exchange rate adopted for the
foreign exchange transactions are the rates of exchange quoted
by the People’s Bank of China that are determined largely by
supply and demand. The Group is exposed to foreign currency risk
primarily through purchases giving rise to cash balances that are
denominated in USD, while all the other operations of the Group
are mainly transacted in RMB. Changes in exchange rate affect the
RMB value of purchase costs of commodities that are denominated
in foreign currencies.
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32.FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS (continueD)

(b) Financial risk management objectives and policies (continued)

(iv) Foreign currency risk (continued)

(c)

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

NeMEABEERERTIAZARE

(#)

(b) MERBREEEEZREE @

(iv) ShEE R B ()

TREMMEERBSAARIAEEXE

B MEAEREXZEENY

BE B M LASME

EiHE - AMELNHEERR -

2017 2016

—E-t#F “ERE

Denominated Denominated

in USD inUSD

ETEHE WETaHE

RMB’000 RMB'000

AR®T T ARETT

Cash and cash equivalents HERIREZEY 440 441

No sensitivity analysis has been presented as, in the opinion of the
directors of the Company, the foreign exchange risk associated with
the Group’s financial assets and liabilities will not be significant.

REVNHREDM IBERARREER /A
AAEEsREERBENINERRETE

X o

Fair values of financial instruments (c) EMTANARE
The carrying amounts of the Group’s financial instruments carried REBBEKASEHEKNAARN SR ITAN
at cost or amortised cost are not materially different from their fair REE BERZT—tFR_T—RF+
values as at 31 December 2017 and 2016. ZA=T—HBHARERRITK -
33.CAPITAL COMMITMENTS 33. B ARAEIE
At each reporting date, capital commitments outstanding not REERE B - WARREGE M ERERIED
provided for in the consolidated financial statements are as follows: BENRBITEAERENT ¢
2017 2016
—E—tF ZE—RF
RMB’000 RMB’000
ARBTR ARET T
Property, plant and equipment ME - BB MR E 114,228 45,692
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34.0PERATING LEASES

(a)

(b)

Leases as lessee

The future aggregate minimum lease payments under non-
cancellable operating leases are as follows:

4. 18EHE
(a) (EARBAZEE

PR REHE E HER FTOARRFEHEENK
R

2017 2016

—E—+HF —E—RF

RMB’000 RMB’000

AR%T ARET T

Within 1 year —&R 967 1,086
Over 1 year but within 5 years —FRERFA - 793
967 1,879

The Group leases properties and vessels under non-cancellable
operating lease agreement. The lease terms are between one month
and three years (2016: two and three years). The agreements do not
include an extension option.

As at 31 December 2017, future minimum lease payments expected
to be received by the Group in relation to non-cancellable sub-
leases of operating leases amounted to RMB240,000 (2016: Nil).

Leases as lessor

The future minimum lease payments receivable under non-
cancellable operating leases are as follows:

AEERETAIMECLEHERZHEME
K - AN F—EBAZE=F (ZF—RX
FME=ZF) ZEHHETERTHER
1 -

NZE—+FE+—_A=+—H  KEEFAA]
B LT EE A TE S WA A AR FKIE
AEMZAARE240,0007T (ZE—7<F :
7)o

(b) ERHBEAZHEE

T RECEHEE TR RKERERIK
BRFRAAT ¢

2017 2016

—E—4tE ZT—RF

RMB’000 RMB’000

AR¥T T ARBT T

Within 1 year —F R 10,523 8,569

The Group leases vessels under various agreements which typically
run for an initial period of one to six months (2016: three to six
months). The agreements do not include an extension option.

35.RELATED PARTY TRANSACTIONS

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

Particulars of transactions between the Group and the above

related parties for the year are as follows:

(a) Recurring transactions
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(a) REMEXRZ

Transaction amount for
the years ended 31 December
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[B.HEEARS @
REBFRNE FMBELTHNRZSFBET

Payable outstanding
as at 31 December

BE+t-A=t-HLEE R+=B=+-H
ZXE5EE ZARBEMAEREX
2017 2016 2017 2016
—E2—tF —TRF 25 —E—RF
RMB’000 RMB'000 RMB’000 RMB’000
ARETR ARET T ARET T ARETT
Sales of coal to HERKT — AERE
- Tongmei Qinfa 111,203 1,760 1,610 1,060
Purchase of coal from FEERERE — RERE
- Tongmei Qinfa 27,560 77149 545,190 548,495
(b) Guarantees provided by related parties (b) BBEFIREHMNER
2017 2016
—E—tF —ERF
RMB’000 RMB’000
AR®T T ARETTT
Guarantees of borrowings provided by BREEREEZRFBRHEN
Mr. Xu and his close family members BEER 7,467,190 7,575,910
Guarantees of borrowings provided by RERERABEREBRREMHLN
Mr. Xu Da and his close family members EEER 7,245,490 7,345,990
Guarantees of borrowings provided by REEXRENEEER
Qinfa Industry 2,772,000 2,772,000
Guarantees of borrowings provided by ENRHERHENERER
Yuanfan Technology 152,000 152,000
Guarantees of borrowings provided by R ERENEEER
Bo Hai Investment 3,010,000 3,010,000
Guarantees of borrowings provided by CEIREEER
Fortune Pearl 3,010,000 3,010,000
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35.RELATED PARTY TRANSACTIONS (continuep) B[.LAEIRS w0
(c) Guarantees provided to a related party (c) REtF—E2BEFTNER
2017 2016
—E—+tF —ERF
RMB’000 RMB’000
AR¥T T AREFTT
Guarantees given by the Group for borrowings AEE G EIH R
obtained by Tongmei Qinfa EENEERHMER 656,832 640,600
(d) Key management personnel remuneration (d) FAREEBALTHE
Key management personnel are those persons holding positions Eﬁ?@%@@}\i#ﬁﬁ%ﬁﬁﬁ EHEARE
with authority and responsibility for planning, directing and ?EEF&E%”$%%@JE@%ﬁE'\Ezj\i
controlling the activities of the Group, directly or indirectly, (BEARRER) FARETEEATZME
including the directors of the Company. Key management personnel LU
remuneration are as follows:
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
ARBT T AREFT
Directors fee E50E 4,501 3,319
Salaries, allowances and benefits in kind e R EREYEA 8,405 8,702
Contributions to retirement benefit schemes RIRAEFIET B R 201 133
Share-based payments VAR D B ERE 2 51 425 1,913
13,532 14,067
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36.NEW AND REVISED IFRSS NOT YET ADOPTED

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

financial statements.
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A P RARMEE

31 December 2017 —Z—+%+=-A=+—H

2 %A

B -

36. =) AR BRAN Y FTET 2

A4 AT B PR Bt 5

AREBWEERAN NFIERMEL KRR AEE
MR AR 2 HE] REETEBR A RS

Effective for
accounting periods
beginning on or after
NI At 4
FIRE B Rt B A

IFRS 10 and IAS 28 Amendments

B PR B 5 3R 5 A RN 281 058 [
BIR = ET 4RI ZE 2857 (B3] 4%)

Amendments to IFRSs

BUPR B F5 3R 5 2 Bl 2 (55T

IAS 40 Amendments

B & 5T 2RI SE405% (BFTA)

IFRS 2 Amendments

BRI s S 2B RSB 255k (185 AN)
IFRS 4 Amendments

BRI 15 S R E 45% ((BRTAC)

IFRS 9
BRI B 755 e 5 2R RIS 0567
IFRS 15

[ B B 75 R 5 2 RN 56 1 5557
IFRS 15 Amendments

BIPR B s 3R 5 2RI 1558 (IBFTA)
IFRIC - Interpretation 22
BRI EREEE S

— RREE225
Amendments to IFRSs
B R B 75 3 5 M R 2 A8 FT
IFRS 9 Amendments
PR B 5 R 5 AR 2B 95% (BFTAR)
IFRS 16
BB B 75 R 5 2RI 55 1 6557
IFRIC - Interpretation 23
BRI ERELZE®

— 2REF 235
IFRS 17
BB B Fs 3R 2RI 1 757

Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture

BREENMABERRRAELEEANEEREIIEA

Annual Improvements to IFRSs 2014 — 2016 Cycle
BRI EER S —NFE T RNFRP 2 FESE
Transfers of Investment Property
EEREME
Classification and Measurement of Share-based
Payment Transactions
AR RERNRNZ ISR RE
Applying IFRS 9 Financial Instruments with
IFRS 4 Insurance Contracts
PR BIR B 76 5 AR R B ASRIRBR & U — OF I R
BRI e SR E O e T A
Financial Instruments
SRITA
Revenue from Contracts with Customers
BFE KW
Clarifications to IFRS 15 Revenue from Contracts
with Customers
EERRMEREERE1SRELE K
Foreign Currency Transactions and Advance Consideration

SNEE R 5 TR B

Annual Improvements to IFRSs 2015 - 2017 Cycle

B EHREE T -AFE_T -+ FEHPFESCE
Prepayment Features with Negative Compensation

HEB B WENRAE T T

Leases

HE

Uncertainty over Income Tax Treatments

PSR Ba 32 1) N RETE 1

Insurance Contracts

REBRE K

To be determined*

fFE*

1 January 2018
—E2-N\F—-H—H
1 January 2018
—ET-N\F—H—H
1January 2018

—ZE-N\¥—AF—H
1January 2018

—E-\F-A-H

1 January 2018
22— )\F—H—H
1 January 2018
—E—-)\F—H—H
1 January 2018

—E-\F—A—F
1January 2018
—E-N\FE—-H—H

1January 2019
—T-NF—H—H
1January 2019
—T-NF—H—H
1 January 2019
—T-NF—H—H
1 January 2019
—ZE-NF—HA—H

1 January 2021
—F =
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36.NEW AND REVISED IFRSS NOT YET ADOPTED

(CONTINUED)

*  0On 17 December 2015, the IASB issued “Effective Date of Amendments
to IFRS 10 and IAS 28" This update defers the effective date of the
amendments in “Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture” that the IASB issued in September
2014. Early application of these amendments continues to be
permitted.

The Group is in the process of making an assessment of what the
impact of these amendments and new standards is expected to
be in the period of initial application. So far it has concluded that
the adoption of them is unlikely to have a significant impact on the
consolidated financial statements except for the following:

IFRS 9 Financial Instruments

IFRS 9 has introduced new requirements for a) classification and
measurement of financial assets; b) impairment of financial assets;
and c) general hedge accounting.

Specifically, with regard to the classification and measurement of
financial assets, IFRS 9 requires all recognised financial assets
that are within the scope of IFRS 9 to be subsequently measured at
amortised cost or fair value. Debt investments that are held within
a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are solely
payments of principal and interest on the principal outstanding
are generally measured at amortised cost at the end of each of
the subsequent accounting periods. Debt investments that are
held within a business model whose objective is achieved both by
collecting contractual cash flows and selling financial assets, and
that have contractual terms that are solely payments of principal
and interest on the principal amount outstanding, are generally
measured at fair value through other comprehensive income. All
other debt investments and equity investments are measured
at their fair value at the end of subsequent accounting periods.
Further, under IFRS 9, entities may make an irrevocable election
to present subsequent changes in the fair value of an equity
investment (that is not held for trading nor contingent consideration
recognised by an acquirer in a business combination to which
IFRS 3 applies) in other comprehensive income, with only dividend
income generally recognised in profit or loss and that cumulative
fair value changes will not be reclassified to profit or loss upon
derecognition of the investment. The Group has assessed that its
financial assets currently measured at amortised cost will continue
with their respective classification and measurements upon the
adoption of IFRS 9.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

36.NEW AND REVISED IFRSS NOT YET ADOPTED

(CONTINUED)
IFRS 9 Financial Instruments (continued)

With regard to the measurement of financial liabilities designated
as at fair value through profit or loss, IFRS 9 requires that the
amount of change in the fair value of a financial liability that is
attributable to changes in the credit risk of that liability is presented
in other comprehensive income, unless the recognition of such
changes in other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. Changes in fair value
attributable to a financial liability’s credit risk are not subsequently
reclassified to profit or loss. Under IAS 39, the entire amount of the
change in the fair value of the financial liability designated as fair
value through profit or loss is presented in profit or loss. The Group
currently does not have any financial liabilities designated at fair
value through profit or loss and therefore this new requirement will
not have any impact on the Group on adoption of IFRS 9.

With regard to impairment of financial assets, IFRS 9 has adopted
an expected credit loss model, as opposed to an incurred credit
loss model required under IAS 39. In general, the expected credit
loss model requires an entity to assess the change in credit risk
of the financial asset since initial recognition at each reporting
date and to recognise the expected credit loss depending on the
degree of the change in credit risk. This new impairment model may
result in an earlier recognition of credit losses on the Group’s trade
receivables and other financial assets. Based on a preliminary
assessment, the directors of the Company expect that the adoption
of IFRS 9 is unlikely to result in significant impact on the Group’'s
financial performance.

With regard to the general hedge accounting requirements,
IFRS 9 retains the three types of hedge accounting mechanisms
currently available in IAS 39. Under IFRS 9, greater flexibility has
been introduced to the types of transactions eligible for hedge
accounting, specifically broadening the types of instruments that
qualify for hedging instruments and the types of risk components
of non-financial items that are eligible for hedge accounting. In
addition, the effectiveness test has been overhauled and replaced
with the principle of an ‘economic relationship. Retrospective
assessment of hedge effectiveness is also no longer required.
Enhanced disclosure requirements about an entity’s risk
management activities have also been introduced. The Group
currently does not apply any hedge accounting and therefore this
new requirement will not have any impact on the Group on adoption
of IFRS 9.

A P RARMEE

31 December 2017 —Z—+%+=-A=+—H
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36.NEW AND REVISED IFRSS NOT YET ADOPTED

(CONTINUED)
IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a single comprehensive model for entities
to use in accounting for revenue arising from contracts with
customers. IFRS 15 will supersede the current revenue recognition
guidance including IAS 18 Revenue, IAS 11 Construction Contracts
and the related Interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those goods or
services. Specifically, IFRS 15 introduces a 5-step approach to
revenue recognition:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance
obligations in the contract

Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation

Under IFRS 15, an entity recognises revenue when a performance
obligation is satisfied, i.e. when ‘control’ of the goods or services
underlying the particular performance obligation is transferred to
the customer.

Far more prescriptive guidance has been added in IFRS 15 to deal
with specific scenarios. Furthermore, extensive disclosures are
required by IFRS 15.

The directors of the Company expect that the adoption of IFRS 15
is unlikely to result in significant impact on the Group’s financial
performance but it may affect related disclosures made in the
Group’s consolidated financial statements.
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36.NEW AND REVISED IFRSS NOT YET ADOPTED

(CONTINUED)
IFRS 16 Leases

Under IFRS 16 a lessee recognises a right-of-use asset and a
lease liability. The right-of-use asset is treated similarly to other
non-financial assets and depreciated accordingly and the liability
accrues interest. This will typically produce a front-loaded expense
profile (whereas operating leases under IAS 17 would typically have
had straight-line expenses) as an assumed linear depreciation of
the right-of-use asset and the decreasing interest on the liability
will lead to an overall decrease of expense over the reporting period.

The lease liability is initially measured at the present value of the
lease payments payable over the lease term, discounted at the rate
implicit in the lease if that can be readily determined. If that rate
cannot be readily determined, the lessee shall use their incremental
borrowing rate.

As with IFRS 16’s predecessor, IAS 17, lessors classify leases as
operating or finance in nature. A lease is classified as a finance
lease if it transfers substantially all the risks and rewards incidental
to ownership of an underlying asset. Otherwise a lease is classified
as an operating lease.

For finance leases a lessor recognises finance income over the
lease term, based on a pattern reflecting a constant periodic rate
of return on the net investment. A lessor recognises operating
lease payments as income on a straight-line basis or, if more
representative of the pattern in which benefit from use of the
underlying asset is diminished, another systematic basis.

A P RARMEE
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36.NEW AND REVISED IFRSS NOT YET ADOPTED

(CONTINUED)
IFRS 16 Leases (continued)
Recognition exemptions

Instead of applying the recognition requirements of IFRS 16
described above, a lessee may elect to account for lease payments
as an expense on a straight-line basis over the lease term or
another systematic basis for the following two types of leases:

— leases with a lease term of 12 months or less and containing no
purchase options — this election is made by class of underlying
asset; and

- leases where the underlying asset has a low value when new
(such as personal computers or small items of office furniture)
— this election can be made on a lease-by-lease basis.

The directors of the Company anticipate that the application of
IFRS 16 in the future may affect amounts reported and related
disclosure. However, it is not practicable to provide a reasonable
estimate of the effect of IFRS 16 until the Group performs a detail
review.

37.IMMEDIATE AND ULTIMATE CONTROLLING PARTY

The directors of the Company consider the immediate and
ultimate holding companies of the Group to be Fortune Pearl, a
company incorporated in the British Virgin Islands and the ultimate
controlling shareholder to be Mr. Xu, the sole shareholder of Fortune
Pearl.
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38.HARERE
(a) FKREFE
BEARSAE U TREEFImNE

38.CONTINGENT LIABILITIES
(a) Outstanding litigations

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

still outstanding. FIR

(i)

Litigation claims relating to the performance of the
contract execution between Liaoning Zhonghuitong
Asset Management Limited (“Zhonghuitong”) and
Xinglong Coal and Huameiao Energy

On 29 November 2012, Xinglong Coal acquired certain coal
mining machineries at a consideration of approximately
RMB94,708,000. On 27 June 2013, Xinglong Coal settled
the purchase of machineries by way of bill payables of
approximately RMB94,708,000 which was guaranteed
by Zhonghuitong. Xinglong Coal eventually repaid the
bill payables of approximately RMB59,021,000 and
failed to honor its remaining obligation of approximately
RMB35,687,000. As a guarantor, Zhonghuitong settled the
principal and interest of the bill payables of approximately
RMB35,687,000 on behalf of Xinglong Coal. During the
year ended 31 December 2015, Zhonghuitong applied to
the Liaoning Shenyang Municipal Intermediate People’s
Court to order Xinglong Coal and Huameiao Energy to
repay approximately RMB35,687,000, late penalty charges
of approximately RMB3,788,000 and interest charges of
approximately RMB6,888,000, totalling approximately
RMB46,363,000, in addition to the court litigation costs.
The interest payment was calculated on the basis of
0.05% per day from 28 June 2014 until the settlement. An
aggregate amount of approximately RMB46,363,000 had
already been recognised as payables to Zhonghuitong
included in other payables in the consolidated statement
of financial position as at 31 December 2015.

(i) ERAEEPEREEEEARA
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38.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigations (continued)

(i) Litigation claims relating to the performance of the

contract execution between Liaoning Zhonghuitong
Asset Management Limited (“Zhonghuitong”) and
Xinglong Coal and Huameiao Energy (continued)

During the year ended 31 December 2016, pursuant to
the judgements of the courts in the PRC, the Group was
ordered to make immediate repayment of payables to the
plaintiffs, with additional corresponding legal costs of
approximately RMB279,000, which have been recognised
in the consolidated financial statements for the year ended
31 December 2016.

During the year ended 31 December 2017, the Group
successfully reached an agreement with Zhonghuitong
on a monthly instalment settlement plan for a period of
29 months. According to the settlement plan, late penalty
charges of approximately RMB3,788,000 and interest of
approximately RMB6,888,000 were waived. As a result
of the foregoing, the Group reversed late penalty charges
of approximately RMB3,788,000 and interest charges of
approximately RMB6,888,000 in the consolidated financial
statements for the year ended 31 December 2017.
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38.HAREE @
(a) RRFFFA (@)
(i) BEREEE THERBRARI

38.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigations (continued)
(i) Litigation claims relating to unsettled property,

plant and equipment contract sums with several
suppliers of the Group

As at 31 December 2015, there were several litigation
claims initiated by the suppliers against the Group to
demand immediate repayment of overdue payables in
relation to purchase of machineries with an aggregate
amount of approximately RMB132,206,000 and the late
penalty charges of approximately RMB6,605,000 and
corresponding legal costs of approximately RMB108,000.
An aggregate amount of approximately RMB138,919,000
had already been recognised as payables to these
suppliers included in other payables in the consolidated
statement of financial position as at 31 December 2015.

During the year ended 31 December 2016, pursuant to
the judgements of the courts in the PRC, the Group was
ordered to make immediate repayment of payables of
approximately RMB137,118,000 to the plaintiffs. During
the year ended 31 December 2017, the Group successfully
reached an agreement with certain plaintiffs at a PRC
court on a settlement plan with an aggregate amount
of approximately RMB26,551,000 that will be repaid by
monthly installment.

During the year ended 31 December 2017, pursuant to
the judgements of the courts in the PRC, the Group was
ordered to make immediate repayment of payables of
approximately RMB2,206,000 to another two plaintiffs.
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31 December 2017 —Z—+%+=-A=+—H

38.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigations (continued)

(iii) Litigation claims relating to unsettled considerations

in relation to the acquisition of coal mining rights of
Xinglong Coal mine and Hongyuan Coal mine

During the year ended 31 December 2015, there were
litigation claims initiated by two of the previous owners (the
“Previous Owners”) of Xinglong Coal Mine and Hongyuan
Coal Mine against the Group to demand immediate
repayment of the unsettled considerations with an
aggregate amount of approximately RMB51,338,000 in
relation to the acquisitions of coal mining rights of Xinglong
Coal Mine and Hongyuan Coal Mine in 2013. Pursuant
to the judgements of the Shanxi Shuozhou Municipal
Intermediate People’s Court dated 20 April 2015 and 10
December 2015, the Group was ordered to pay the Previous
Owners the unsettled consideration of approximately
RMB51,338,000, the late penalty charges and interest
charges of RMB3,000,000 and corresponding legal costs
of approximately RMB350,000. On 23 July 2015 and 4
January 2016, the Group lodged appeal applications to
the Shanxi Provincial Higher People’s Court. The amount
of approximately RMB54,688,000 had already been
recognised as payables to the Previous Owners included in
other payables in the consolidated statement of financial
position as at 31 December 2015.

During the year ended 31 December 2016, the Group
successfully reached an agreement with one of the
Previous Owners on a settlement plan with an aggregate
amount of RMB13,000,000 that would be repaid by monthly
installment of RMB1,000,000. Accordingly, such litigation
claim was released.
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38.HAREE @
(a) RREFFA (@)
(i) REEUIBEEERER ZRE

38.CONTINGENT LIABILITIES (coninueD)
(a) Outstanding litigations (continued)
(iii) Litigation claims relating to unsettled considerations

in relation to the acquisition of coal mining rights
of Xinglong Coal mine and Hongyuan Coal mine

(continued)

Pursuant to the judgement of the Shanxi Province High
People’s Court dated 12 October 2017, the Group was
ordered to make immediate repayment of payable to
another Previous Owner, with additional late penalty
charges and interest charges of RMB3,000,000 and
corresponding legal costs of approximately RMB248,000.
As a result of the foregoing, the Group further recognised
the corresponding legal costs of approximately
RMB248,000 in the consolidated financial statements for
the year ended 31 December 2017.

During the year ended 31 December 2016, another previous
owner of Hongyuan Coal filed a lawsuit against the
Group to demand immediate repayment of the unsettled
considerations of approximately RMB87,423,000 and the
late penalty charges and interest charges of approximately
RMB14,487,000 in relation to the acquisitions of coal
mining rights of Hongyuan Coal Mine. The amount
of approximately RMB87,423,000 had already been
recognised as payables to this previous owner included
in other payables in the consolidated statement of
financial position as at 31 December 2016. As a result
of the foregoing, the Group further recognised the late
penalty charges and interest charges of approximately
RMB14,487,000 in the consolidated financial statements
for the year ended 31 December 2016.

Pursuant to the judgement of the Shanxi Province High
People’s Court dated 16 June 2017, the Group was ordered
to make immediate repayment of payable to this previous
owner, with additional corresponding legal costs and
interest charges. As a result of the foregoing, the Group
further recognised the late penalty charges, interest
charges and corresponding legal costs of approximately
RMB7,303,000 in aggregate in the consolidated financial
statements for the year ended 31 December 2017.
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38.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigations (continued)

(iv) Litigation claims relating to default of repayment of

bank borrowings

In 2015, a bank filed a lawsuit in Zhuhai Municipal
Intermediate People’s Court against the Group to demand
immediate repayment of the defaulted bank borrowings
of approximately RMB148,882,000 and interest charges
of approximately RMB328,000 respectively. The principal
of approximately RMB148,882,000 and respective interest
charges of approximately RMB328,000 had already
been recognised as borrowings and accrued expenses
included in other payables respectively in the consolidated
statement of financial position as at 31 December 2015.

In 2016, another bank filed lawsuit in Shanxi Province
High People’s Court against the Group to demand
immediate repayment of the defaulted bank borrowings of
approximately RMB492,444,000 and interest charges of
approximately RMB13,068,000 respectively. The principal
of approximately RMB492,444,000 and respective interest
charges of approximately RMB13,068,000 had already
been recognised as borrowings and accrued expenses
included in other payables respectively in the consolidated
statement of financial position as at 31 December 2016.

Pursuant to the judgements, several bank accounts of
the Group were frozen for one year from the date of the
judgements and the coal mining rights of the Group
and two properties of the Group’s related companies
were frozen for three years from the date of judgement.
In addition, the Group was ordered to make immediate
repayment of the aforesaid balances.

In 2017, two banks filed lawsuit in Zhuhai Municipal
Intermediate People’s Court against the Group to
demand immediate repayment of the bank borrowings of
approximately RMB210,771,000 and interest charges of
approximately RMB11,110,000 respectively. The principal
of approximately RMB210,771,000 and respective interest
charges of approximately RMB11,110,000 had already
been recognised as borrowings and accrued expenses
included in other payables respectively in the consolidated
statement of financial position as at 31 December 2017. Up
to the date of this report, these litigation claims are still in
progress.
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38.CONTINGENT LIABILITIES (continueD)
(a) Outstanding litigations (continued)

(iv) Litigation claims relating to default of repayment of

(v)

bank borrowings (continued)

The Group is still in the process of negotiating with these
four banks to renew its loans outstanding.

Litigation claims relating to the performance of the
contract execution between Heilongjiang HengJiu
Construction Limited (“HengJiu”) and Chongsheng
Coal and Fengxi Coal

During the year ended 31 December 2016, there were
litigation claims initiated by HengJiu against the Group
in relation to payables for down-hole construction with
an aggregate amount of approximately RMB77,350,000
which had already been included in other payables in
the consolidated statement of financial position. The
Group was requested to make immediate repayment of
overdue portion of the payables of an aggregate amount of
RMB30,000,000 that was overdue.

Pursuant to the judgements dated 12 August 2016,
Heilongjiang Provincial Jixi Municipal Intermediate People’s
Court took the view that the litigation claims were not
under its jurisdiction. Therefore, the litigation claims were
referred to Shanxi Provincial Shuozhou Municipal Pinglu
People’s Court.

As a result of the foregoing, the Group recognised the late
penalty charges of RMB9,000,000 in the consolidated
financial statements for the year ended 31 December 2016.

Pursuant to the judgements issued by Shanxi Provincial
Shuozhou Municipal Pinglu People’s Court dated 1
August 2017, the Group was ordered to make immediate
repayment of overdue portion of the payables of an
aggregate amount of RMB44,400,000 and the late penalty
charges of RMB13,860,000 and corresponding legal costs
of approximately RMB322,000. As a result of the foregoing,
the Group further recognised the late penalty charges and
corresponding legal costs of approximately RMB5,182,000
in the consolidated financial statements for the year ended
31 December 2017.

A P RARMEE
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38.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigations (continued)

(vi) Litigation claims relating to the performance of the

contract execution between Yu Lin Zhong Kuang
Wan Tong Construction Limited Company (“Yu Lin
Zhong Kuang”) and Xinglong Coal and Hongyuan
Coal

During the year ended 31 December 2016, there was a
litigation claim initiated by Yu Lin Zhong Kuang against the
Group to demand immediate repayment of overdue payable
in relation to construction of coal mining infrastructure.
The amount of approximately RMB101,323,000 had already
been recognised as payable to this supplier included in
other payables in the consolidated statement of financial
position as at 31 December 2016.

Pursuant to the judgement issued by Shanxi Provincial
Xinzhou City Intermediate People’s Court dated 9
January 2017, the Group was ordered to make immediate
repayment of payable of approximately RMB130,769,000,
which including the aforesaid payable to this supplier
of approximately RMB101,323,000 and late penalty
charges of approximately RMB16,345,000 and interest
of approximately RMB13,101,000. As a result of the
foregoing, the Group further recognised the late penalty
charges of approximately RMB16,345,000 and interest of
approximately RMB13,101,000 in the consolidated financial
statements for the year ended 31 December 2016.

On 22 February 2017, the Group appealed to Shanxi
Provincial High People’s Court. Pursuant to the judgement
dated 21 July 2017, Shanxi Provincial High People’s Court
concluded that in the absence of reliable evidence on the
valuation of construction work performed by the plaintiff,
the original judgement was overturned and a retrial was
ordered. Up to the date of this report, the retrial has
yet been arranged. In the opinion of the directors of the
Company, no further provision for these litigation claims
was required to be made in the consolidated financial
statements for the year ended 31 December 2017.
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38.HAREE @
(a) RRFFFA (@)
ViERLtEHBEBREEREER

38.CONTINGENT LIABILITIES (continueD)
(a) Outstanding litigations (continued)
(vii)Litigation claim relating to the performance of the

contract execution Beijing Zhongkuang Wantong
Technology Development Company Limited (“Beijing
Zhongkuang”) and Huameiao Energy and Hongyuan
Coal

During the year ended 31 December 2017, there was a
litigation claim initiated by Beijing Zhongkuang against the
Group to demand immediate repayment of overdue payable
in relation to production of coal and maintenance of coal
mining system with an aggregate amount of approximately
RMB10,547,000 and late penalty charges of approximately
RMB2,084,000. The amount of approximately
RMB10,547,000 had already been recognised as payable to
this supplier included in other payables in the consolidated
statement of financial position as at 31 December 2017.

Pursuant to the judgement of the Shenchi County People’s
Court dated 20 December 2017, the Group was ordered
to make immediate repayment of payable to Beijing
Zhongkuang, with additional late penalty charges of
approximately RMB2,084,000. As a result of the foregoing,
the Group further recognised the late penalty charges
of approximately RMB2,084,000 in the consolidated
financial statements for the year ended 31 December 2017.
Subsequently, the Group appealed to Shanxi Provincial
High People’s Court. Up to the date of this report, the appeal
has yet been concluded. In the opinion of the directors of
the Company, no further provision for this litigation claim
was required to be made in the consolidated financial
statements for the year ended 31 December 2017.
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38.CONTINGENT LIABILITIES (continuep)

(a)

(b)

Outstanding litigations (continued)

Other than the disclosure of above, as at 31 December 2017,
the Group was not involved in any other material litigation
or arbitration. As far as the Group was aware, the Group had
no other material litigation or claim which was pending or
threatened against the Group. As at 31 December 2017, the
Group was the defendant of certain non-material litigations,
and also a party to certain litigations arising from the ordinary
course of business. The likely outcome of these contingent
liabilities, litigations or other legal proceedings cannot be
ascertained at present, but the directors of the Company
believe that any possible legal liability which may be incurred
from the aforesaid cases will not have any material impact on
the financial position of the Group.

Financial guarantees issued

As at the end of the reporting period, the Group has issued the
guarantees to certain banks and an other borrowing creditor
(2016: certain banks) in respect of borrowings made by Tongmei
Qinfa, an associate of the Group. Under the guarantee, the
Group that is a party to the guarantee are jointly and severally
liable for any of the borrowings of Tongmei Qinfa from those
banks and an other borrowing creditor (2016: those banks).

As at 31 December 2017, the directors of the Company do not
consider it probable that a claim will be made against the
Group under any of the guarantees. The maximum liability of
the Group at 31 December 2017 under the guarantees issued
is a portion of the outstanding amount of the borrowings of
Tongmei Qinfa amounting to approximately RMB656,832,000
(2016: RMB640,600,000).
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39.STATEMENT OF FINANCIAL POSITION OF THE 39. 745 B WY A AR R %

COMPANY
Information about the statement of financial position of the EAAXARARNFERNT BTN ER N
Company at the end of the year is as follows: ™
2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR¥T ARETTT
Non-current assets FRBEE
Investments in subsidiaries RB AR ZZE = -
Current assets REBEE
Other receivables E At pE U BR 5K 57 13
Amounts due from subsidiaries FEUSHT B A B FIE = 73,243
Cash and cash equivalents HeRBEeEEY 431 3,525
488 76,781
Current liabilities =R
Other payables HoAth FE T AR 5K (4,828) (104,183)
Net current liabilities REBEERE (4,340) (27,402)
Net liabilities BEEE (4,340) (27,402)
Capital and reserves B R e
Share capital %N 211,224 211,224
Perpetual subordinated convertible Securities IR IR AR A] 0 I RS 2 156,931 156,931
Deficit B At (372,495) (395,557)
Capital deficiency BRI (4,340) (27,402)

RIE-N\F=ZA-++tHETEREEH
BERAREFTSHESIRETIE -

Approved and authorised for issue by the Board of Directors of
China Qinfa Group Limited on 27 March 2018.

Xu Da Bai Tao
wE HES
Director Director
EoEa EZE
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31 December 2017 ==&

R IRR T
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39.STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (conTiNuED)

Details of the changes in the Company’s individual components of

Annual Report 2017 =& —
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39. A A VB AR R R (a)

7 mE B #E

LA
ﬁﬁl:llg

RENRFENEBF

equity between the beginning and the end of the year are set out BEHIMT
below:
Perpetual Share-
subordinated based Total
Share Share Quasi- convertible Contributed Exchange  compensation  Accumulated equity/
capital premium capital securities surplus® reserve reserve losses (deficit)
B/
XARR NRARER (E4)
e REE FEx  TBRES LN EifE  <MeRE  ZHER a5
RMBO00O RMB000 RMB000 RMBO00 RMB000 RMB000 RMB000 RMBU00 RMBU000
ARBTT  ARETR ARETT ARETT  ARETR  ARETT  ARETn  ARETT ARETR
Notes  Note29(b)  Note 29(d)) Note 29(c) Note29(d)i) ~ Note 29(d))
B WEool) M9 HiE29(c) BENEN  BEE
At1January 2016 RZE-7"E-F-H 193,275 321,3% 4711 156,931 668,719 (30,680) 0717 (1,325,439) 41692
Total comprehensive ER2EFEAR
loss for the year
Loss forthe year ERER = = = = = = = (68234 (68,234)
Other comprehensive oss L2EER
Foreign currency translation differences IEREER = = = = = (1152 = = (1152
Total other comprehensive loss Ath2EERLS = = - - - (115 - - (1152
Total comprehensive loss 2EFEER = = = = = (1152 = (68234 (69,380)
Transactions with equity shareholders, BREEEALRS
recorded directly in equity RERERGIR
Issuance of shares in respect FERMENFREARG
of payables capitalised 29()) 7949 27822 (&5771) - - - - - -
Distribution relating to HEREFABAAK
convertible securities 29() - (6,030) - - - - - = (5,030)
Eaquity-settled share-based payments GRS RN AERNAR - - - - - - 532 - 532
Share options apsed BAMBRE - - - - - - (1949 1949 =
Total transactions with HEGHANIR 7GR
equity shareholders 17949 2279 (45771) - - - 3378 1949 292
At31 December 2016 and 1 January 2017 R=ZE—"E+-A=+-Bk
“3-t5-5-H 211,224 344,186 - 156,931 658,719% (31,832)¢ 25090+ (1,391,720)¢ (27402)
Total comprehensive FR2ENALE
income for the year
Profit for the year FEREH - - - - - - - 20013 20,013
Other comprehensive income At ZEHRA
Foreign currency translation differences HEREZE - - - - - 1825 - - 1,825
Total other comprehensive income E2EMARE - - - - - 1825 - - 1825
Total comprehensive income 2EUNER - - - - - 1825 - 20,013 21838
Transactions with equity shareholders, BEREEALRS
recorded directly in equity RERERIIR
Eouity-settled share-based payments REREENRARERONT 3 = = - - - 122 - 1224
Share options apsed BRI ERE - - - - = (2013 2013 =
Total transactions with HEGFAAIRF4R
equity shareholders - - - - - - (789) 2013 1,224
31 December 2017 Hog-tEt=fzt-B M2 e BT BOTIO (OO 0% (1396F  (43)
" These reserves accounts comprise the deficit of RMB372,495,000 ~ & Sf# QBN A A B MBI &N .2 B Al
(2016: RMB395,557,000) in the statement of financial position of the A R 372,495, OOOTE (ZZE—A"F: ARK

Company.

#  Contributed surplus of the Company represents the difference
between the net asset value of Qinfa Investment Limited acquired
pursuant to the reorganisation and the nominal value of the share
issued by the Company in exchange.

[ .

EER

395,557,000 ) °

# $ AlZBABRERBEACDWBERZRESR
AR BEFEERARBERIEAETRND Z
@ﬁﬂﬁ%Z%%ﬁ"
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