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Bank of Dongguan Co., Ltd
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BUSINESS AT A GLANCE
XB—E

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

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

The Group produces coal from Shanxi regions in China, and
provides full logistics services and transportation arrangements
through road and sea transportation to deliver the coal to customers
in the coastal regions of China. The Group has its own fleet and
chartered vessels, which facilitate the shipping transportation of
coal. Apart from coal transportation, the Group’s vessels are also
engaged in the provision of dry bulk cargo transportation services to
other customers.
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MANAGEMENT DISCUSSION AND ANALYSIS

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 six
months ended 30 June 2020, the Group continued to focus on these
business activities and expanded its integrated coal supply chain
through upward vertical integration. The following sets forth detailed
analysis of the principal components of the operating results of the
Group:

EERENWRD

$’EIXE'EEP HELENFEER HREER &

BRI REER  SRNPERE - KK
B B R EREMEEHES - B

E-ZE_ZTFRAZTHLEAER  AEBE

BEIZSEBIIREBLHEEECHE
H—BEREEE TXHEHINEEASEL
Miﬁﬁﬁig KRR EB D HIFEA D AT

Six months ended 30 June
BEANA=1THLA~EA

2020 2019

—BIEF —nEF

Revenue from coal business (RMB'000) /&R E KUz (ARETIT) 821,962 1,288,964
Coal handling and trading volume BxgE RE e (THE)

(’000 tonnes) 2,672 3,387

During the six months ended 30 June 2020, the volume of the BHEZZ_TFA=THILAREA *&EEH

Group’s coal handling and trading decreased as compared to the
corresponding period in 2019. The coal selling prices during the six
months ended 30 June 2020 were in range between RMB180 per
tonne and RMB433 per tonne, as compared to the selling prices
between RMB127 per tonne and RMB486 per tonne during the
same period in 2019. Average coal selling price decreased mainly
due to significant drop on market price during April and May 2020.
The decrease in coal handling and trading volume was principally
because the Group implemented precautionary measures on
the coronavirus disease 2019 (“COVID-19") outbreak including
temporary suspension on the production in February 2020.

WERKEERBEGER_T—NFRBFAR
Do BE_E_EFNA=THILANEAER
EBNTEWAREISOTETWARE433T
ZE B ZE-NEFRENEENTTEEA
RE127T 2B ARK486T 2 M » HixFH
EETR  FEAAR-_ZTE-_TEFMNAKRAAM
BREZETHR EREEREHGETHR EER
HEASEERNEEKRS(HEIRES))
BEEHEE BER-_Z-_SF_AEHYT
BHE -
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEHBRIM

The average coal selling prices and the average monthly coal
handling and trading volume for each of the three years ended 31
December 2019 and the six months ended 30 June 2020 and 2019
are set forth in the table below:

BE_Z-NF+_A=1t—BLE=EFES%
FRBE_T_ZEFR_FT-AFAA=TH
EAREAR - RRFHEERRK T ARE

NEZEHFIINTE

Six months ended

30 June Year ended 31 December
BZEXA=tAHLAER HE+-_A=t-BLEE
2020 2019 2019 2018 2017
—E-BF | ZE-NF —NF -N\F —tF
Average coal selling price Bk FHER
(RMB per tonne) (BEARYT) 308 381 358 343 405
Average monthly coal handlingand ~ ERFIHEALLE R
trading volume (‘000 tonnes) BHE(TH) 445 565 634 847 589
The revenue for the shipping transportation segment for the six MREMEEH I KREREBEEZ_FT_ZTF A

months ended 30 June 2020 was RMB23.7 million, representing
a decrease of RMB16.0 million or 40.3% from RMB39.7 million for
the corresponding period in 2019. The decrease in revenue was
primarily due to disposal of vessel in 2019 and decrease in freight
rates.

The Group’s gross profit was RMB82.5 million during the six months
ended 30 June 2020 as compared with gross profit of RMB190.8
million during the same period in 2019. Under the circumstances
of decreased average selling prices of thermal coal, gross profit
margin for the six months ended 30 June 2020 was 9.76% as
compared with gross profit margin of 14.36% for the corresponding
period in 2019. The Group recorded a loss attributable to equity
shareholders of the Company for the six months ended 30 June
2020 as compared to the profit attributable to equity shareholders
of the Company for the corresponding period in 2019 mainly
attributable to the decrease of average coal selling price and
increase in the fixed unit cost due to decrease in the production
volume of coal mines of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

Net finance costs of the Group during the six months ended 30
June 2020 amounted to RMB170.2 million, representing an increase
of RMB35.1 million or 26.0% from RMB135.1 million during the
corresponding period in 2019. The net finance cost increased
because no borrowing cost has been capitalised during the period.

Loss attributable to the equity shareholders of the Company for the
six months ended 30 June 2020 was RMB54.8 million, as compared
with profit attributable to the equity shareholders of the Company of
RMB45.5 million for the corresponding period in 2019. The decrease
in profit attributable to equity shareholders of the Company was
mainly attributable to the decrease of average coal selling price and
increase in the fixed unit cost due to decrease in the production
volume of coal mines of the Group.

BUSINESS REVIEW

Overall, in the first half of 2020, the coal industry was affected by
the COVID-19 outbreak, and various industries continued to shut
down after the Chinese New Year holiday, resulting in low coal
consumption. The resumption of coal production of the Group was
faster than expected. For the six months ended 30 June 2020, the
production volumes of raw coal and commercial coal were 3.86
million tonnes and 2.50 million tonnes respectively, representing
a decrease of 12% as compared with the corresponding period in
2019, mainly due to the decrease in production volume as a result
of the suspension of coal mining business in February. In response
to the COVID-19 outbreak, the Group actively followed national
policies and strictly implemented a series of prevention and control
measures, including mandatory 14-day quarantine for all employees
returning to coal mines from other provinces, and temporary
suspension of coal mine production to ensure the life safety of coal
mine employees. In March, the production and sales of coal mines
resumed normal and remained stable.

BEENBE DN
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEHBRIM

From the beginning of the year to May, coal prices continued to
be low, and domestic thermal coal prices generally declined. In
the first half of the year, the average price of CCI4500 thermal
coal was RMB428 per tonne, representing a decrease from the
annual average of RMB457 per tonne in 2019. According to the
information on www.sxcoal.com, thermal coal prices showed two
stages of decline followed by rise. The price of CCI4500 thermal
coal decreased to RMB358 per tonne at one time. As the epidemic
gradually came under control in China, the market recovered and
the market demand for coal consumption increased. The price of
thermal coal returned to a high level of RMB478 per tonne, and
remained steady around RMB460 per tonne.

The Indonesian projects are one of the most important investments
of the Group in the coming years. According to the coal mine
acquisition announced by the Group on 3 January and 7 August
this year (the “Proposed Acquisition”), PT Qinfa Mining Industri, a
wholly-owned subsidiary of the Group, entered heads of agreement
("HOA") dated 31 December 2019, addendum of HOA dated 11
March 2020 and conditional sale and purchase agreement dated
6 August 2020 for the acquisition of 70% equity interest in one of
the mining companies. The Group is currently in the process of
obtaining approval from relevant government authorities of the
Republic of Indonesia. The Group paid first refundable deposit of
approximately USD4,000,000 to seller during the six month ended
30 June 2020. The Group aims to complete the acquisition process
in full compliance with regulations with minimal risks and speed
up the construction and commencement of production of the coal
mine. The aggregate consideration of the Proposed Acquisition
is IDR385,000,000 (approximately RMB190,000). The target of
the Proposed Acquisition, PT Sumber Daya Energi (“SDE”), is the
holder of mining business license in respect of coal mine located
in Sungai Durian, Kotabaru, South Kalimantan, Indonesia with area
of approximately 184.92 square kilometers. The coal mine is also
surrounded by area that is proved to be rich in coal resources
owned by a listed entity in Indonesia. Although certain drillings
have been conducted on the coal mine by SDE, the result is not
yet verified by independent third party. The Group has performed
certain verification on existing exploration results. The Directors
consider that acquisition of the shareholding of SDE before incurring
further cost of exploration of the coal mine will safeguard the benefit
of the Group.

8 China Qinfa Group Limited FEZZEEEFR QA
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MANAGEMENT DISCUSSION AND ANALYSIS

The Proposed Acquisition gives the Group opportunity to obtain
mining business license with relatively low cost due to remote
location and undeveloped status of the relevant coal mine. Coal
mine of SDE has the potential to be developed into an advanced
underground coal mine with large scale production output. The
Group has been actively seeking possible investment opportunities
in Indonesia since 2019. The Proposed Acquisition will enable the
Company to export mature exploration technology and to expand
the overseas market. Should the Proposed Acquisition proved to be
successful, the mining expertise of the Company and the natural
resources of Indonesia shall create a synergy that sustains future
growth of the Group.

During the year, the special rectification action of “inventory
clearance and utilisation” continued. At the beginning of the year,
the Group optimised the warehouse management system and
successively conducted comprehensive counting and system
updates. Moreover, the Group successfully improved its internal
control and achieved the goal of enhancing material turnover
efficiency and overall benefits. In the first half of the year, the
material consumption quota, procurement quota and production
cost were all controlled within the budget.

BEENBE DN
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENRE DN

As of 30 June 2020, the Group owned and operated five coal mines
in China. The table sets forth certain information about these coal

R-ZE-ZEFNA=+H AEEEHEHES

RERE - TREINEBRERENS

=
mines. TEHR -
Production
Location Ownership Site area capacity Operation status
ok BaE [T BN EEMR
(sg. km)  (million tonnes)
QN (BEm)
Huameiao Energy — Xingtao Coal Shuozhou Shanxi 80% 43 1.5 Under operation
EXRER-ERRE LIF B BEH
Huameiao Energy - Fengxi Coal Shuozhou Shanxi 80% 2.4 0.9  Under operation
EXRRR-BEEE WM ZED
Huameiao Energy — Chongsheng Coal ~ Shuozhou Shanxi 80% 2.9 0.9  Under operation
EXRER -SSR LM 2ER
Shenda Energy — Xinglong Coal Xinzhou Shanxi 100% 4.0 0.9  Under development
(Temporarily suspended)
wERR - BERE HETM FEH (EE)
Shenda Energy — Hongyuan Coal Xinzhou Shanxi 100% 41 0.9  Under operation
BERR - EREE i) LER

AEBEZRFE-HBIBREERAQFREIORCST
A EE T - RFRA=TENEERE

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.

10 China Qinfa Group Limited FEZRZEEEFRE A A



MANAGEMENT DISCUSSION AND ANALYSIS
EEEFRRDMN

COAL CHARACTERISTICS oY RS
Characteristics of the commercial coal produced by the Group's AEERELEBAAENEERNEHD
operating mines are as follows: N
Huameiao Huameiao Huameiao
Energy — Energy — Energy —
Xingtao Fengxi Chongsheng
Coal Coal Coal
EXRER - 2 EERER- 0 BEERER-
Coal Quality Characteristic ~ EE4# R R 2 Ty RAKE
Seam jas 4 9 9
Moisture (%) K5 (%) 9.13-12.11% 2.07-2.90% 8.70-11.84%
Ash (%) KR53 (%) 21.07-29.94% 18.36-30.42% 21.25-23.85%
Sulfur (%) SME(%) 0.76-1.81% 0.31-0.84% 1.78-2.40%
Volatile Matter (%) M8 (%) 21.96-27.49%  19.90-29.49%  27.54-28.88%
Energy Content (MJ/kg) BREOKEHR /T7) 17.30-18.13% 17.08-22.03% 20.36-22.25%
OPERATING DATA EEgE
Huameiao Huameiao Shenda Shenda
Energy - Huameiao Energy - Energy - Energy -
Xingtao Energy-  Chongsheng Xinglong Hongyuan
Coal  Fengxi Coal Coal Coal Coal Total
BRAMR-  EXAMR-  EXAWA- WERR- WEER- .
RBEE BERE Syt RERE RERR @it
Reserves e
Reserves as at 1 January 2020 (M) HE-S-2E-f-ANEE
(BER)
- Proven reserves -EEHE 56.34 1123 2408 249 30.16 144,30
- Probable reserves - fEEE 9.28 24.95 18.09 953 113 62.98
Total reserves as at 1 January 2020 (M) HE-Z-2E-f-PpNgRE
(BEH) 65.62 36.18 4217 32.02 31.29 207.28
Less: Total raw coal production for B ZE_F5-R-RZE
the period from 1 January 2020 “E-EERA=TH na. na.
030 June 2020 (M) BEORRLEES (EEN) (152) (133) (102) NER NER (3.87)
Reserves as at 30 June 2020 (M) BE-2_RERA-THMAE
(FEH) 64.10 34.85 415 3202 31.29 20341
Resources ¥
Resources as at 1 January 2020 (M) HE-S_TE-f-ANERE
GEL) 102.00 60.31 65.87 459 174 315.88
Less: Total raw coal production for B ZF"EE-f-RE
the period from 1 January 2020 “ECEERA=1H na na.
t0 30 June 2020 (M) IROREEEE (BEW) (152) (1.33) (1.02) ol TR (387)
Resources as at 30 June 2020 (M) BE-Z2_ZERA-THNERE
(FEH) 100.48 58.98 64.85 4596 M4 312,01
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENRE DN

The following table sets forth the half-year production figures at the

abovementioned mines for the periods indicated:

TRIFEREBRA R AL FESR

\f/ﬁ( o

Six months ended 30 June
BEXA=1+RHLAEA

2020 2019
—E-%F —F-NF
(’000 tonnes) ('000 tonnes)
Raw coal production volume REEE (F W) (Fma)
Huameiao Energy — Xingtao Coal EXRpR - EEEE 1,516 1,782
Huameiao Energy — Fengxi Coall EXRR - BAKE 1,325 1,478
Huameiao Energy — Chongsheng Coal — ZEXBER - RFHE % 1,015 1,117
Total HEt 3,856 4,377
Six months ended 30 June

BEXA=1+RHLXEA
2020 2019
—BIEF —E-NF
(’000 tonnes) ('000 tonnes)
Commercial coal production volume FE¥(EEE (Fmg) (Fm8)
Huameiao Energy — Xingtao Coal EXRpR - HEEFE 985 1,159
Huameiao Energy — Fengxi Coal EXBRER - BEE 862 961
Huameiao Energy — Chongsheng Coal  fEXEAER - =K% 660 726
Total #Et 2,507 2,846

+:  Per the competent person’s report issued on 25 July 2016, the volume of
commercial coal produced by Huameiao Energy is calculated by a yield

rate of 65% of raw coal.

12 China Qinfa Group Limited FEZRZEEEFRE A A
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MANAGEMENT DISCUSSION AND ANALYSIS

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

EEENW R D

REBENHER -
G

AREFAZRERERATR

Six months ended 30 June
BEAA=+RHLXEAR

2020 2019

—ECEE —ZE—NF

RMB’000 RMB’000

ARMT T AREFT

Materials and consumables Wk XOH FE 42,197 99,171
Staff cost BIHA 121,880 76,915
Other direct cost Hn HEHEKA 26,631 24,332
Overhead and others fEI 2 AR I EoAth 279,929 314,645
Evaluation fee EEEE= 170 287
Total HEt 470,807 515,350

The Group adopts stringent financial management policies and
strives to maintain a healthy financial condition. The Group funds
its business operations and general working capital by internally
generated financial resources and bank and other borrowings.
As at 30 June 2020, the Group recorded net current liabilities of
RMB4,491.8 million.

The Group has taken initiative to enhance the financial flexibility
by diversifying the funding bases and obtain medium term loans
to replace short term loans. The Group is currently negotiating
with financial institutions to renew and extend bank borrowings
and consider ways to improve the Group’s working capital. As at
30 June 2020, cash and cash equivalents of the Group amounted
to RMB84.7 million (as at 31 December 2019: RMB159.7 million),
representing a decrease of 47.0%.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEHBRIM

As at 30 June 2020, the total bank and other borrowings of the
Group were RMB2,210.8 million (2019: RMB2,163.3 million),
which were classified as current liabilities, in which the aggregate
borrowings and accrued interests of RMB824.1 million (2019:
RMB1,005.4 million) and RMB304.3 million (2019: RMB264.3 million)
respectively were past due, and aggregate amounts of RMB1,386.8
million (2019: RMB1,091.5 million) and nil (2019: RMB66.5 million)
were repayable within one year and after one year respectively
from the end of reporting date based on the agreed scheduled
repayments set out in the loan agreements, had become due for
immediate repayment as these bank loans contain cross default
clauses are classified as current liabilities. These borrowings and
interest payables were classified as current liabilities at the end of
reporting period. The bank and other borrowings carried interest at
rates ranging from 4.75% to 8.8% (2019: 4.75% to 8%) per annum.

As at 30 June 2020, the Group had total banking facilities of
RMB1,212.9 million (as at 31 December 2019: RMB1,228.7 million),
of which RMB1,212.9 million (as at 31 December 2019: RMB1,228.7
million) were utilised.

As at 30 June 2020, the Group’s cash and cash equivalents, except
amounts of RMBO0.24 million and RMB8.9 million which were held
in Hong Kong dollars (“HKD”) and United States dollars (“USD”),
respectively, were held in RMB. All the Group’s bank and other
borrowings were made in RMB.

The gearing ratio (calculated as bank and other borrowings netted
off sum of cash and cash equivalents and pledged and restricted
deposits divided by total assets) of the Group as of 30 June 2020
was 49.1% (as at 31 December 2019: 44.5%). The gearing ratio
increased mainly due to the revision on the repayment plan of
borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group’s cash and cash equivalents are held predominately
in RMB and USD. Operating outgoings incurred by the Group’s
subsidiaries in China are mainly denominated in RMB while
overseas purchases 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.

As at 30 June 2020, the Group’s assets in an aggregate amount of
RMB4,882.0 million (as of 31 December 2019: RMB5,006.3 million)
in forms of property, plant and equipment, coal mining rights, lease
prepayments inventories, trade receivables and bank deposits were
pledged to banks and asset management companies for credit
facilities granted to the Group.

CONTINGENT LIABILITIES

Except for certain matters disclosed in the note 23 to the interim
financial statements, the Group did not have any material contingent
liabilities as at 30 June 2020.

INTERIM DIVIDEND

The Board does not recommend the payment of any interim
dividend for the six months ended 30 June 2020 (six months ended
30 June 2019: Nil).

AUDIT COMMITTEE

An audit committee was established by the Board on 12 June 2009
with written terms of reference in compliance with the Corporate
Governance Code as set out in Appendix 14 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). The primary duties of the audit
committee are to review and supervise the Group’s financial
reporting process and internal controls. The members of the audit
committee of the Board are the three independent non-executive
Directors, namely Mr. LAU Sik Yuen, Prof. SHA Zhenquan and Mr.
JING Dacheng. Mr. LAU Sik Yuen is the chairperson of the audit
committee of the Board.

The audit committee has reviewed the unaudited interim financial
statements for the six months ended 30 June 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEHBRIM

CORPORATE GOVERNANCE

The Company has complied with the applicable code provisions in
the Corporate Governance Code as set out in Appendix 14 to the
Listing Rules throughout the six months ended 30 June 2020.

EMPLOYEES AND REMUNERATION

As at 30 June 2020, the Group employed 2,117 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
labor and social welfare laws and regulations, subsidiaries of the
Company established in the PRC are required to pay on behalf
of their employees a monthly social insurance premium covering
pension insurance, medical insurance, unemployment insurance
and other relevant insurance. Subsidiaries of the Company
incorporated in Hong Kong have participated in mandatory
provident fund scheme, if applicable, in accordance with the
applicable Hong Kong laws and regulations.

Moreover, the Company adopted a post-IPO share option
scheme 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.

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

During the six months ended 30 June 2020, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any listed
securities of the Company.
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In 2020, the world entered the most complicated and severe
situation. In the face of uncertainties such as global economic
downturn and epidemic, the Group adhered to the overall
development tone of “prudent management and steady expansion”.

Although the global economy will remain relatively weak in the
second half of 2020, the coal market is expected to show a gradual
recovery pace. After a few months of suspension of economic
activities, with the domestic epidemic under control and the
recovery of market, electricity consumption of the society on the
whole will maintain a steady growth, and the downstream industries
will support the demand for energy consumption and coal sales.
From July to August, which is the traditional peak season for thermal
coal consumption, it is expected that coal consumption will basically
be stable, and supply and demand will remain stable and a bit tight
on the whole. The coal price is expected to maintain the current
advantages and increase steadily.

The Group has always adhered to the highly integrated operation
model of production, transportation and sales, and strengthened its
internal transportation capacity through its own coal transfer stations
to promote integrated development of upstream and downstream
industries. Ensuring the safety of frontline staff and complying with
the national epidemic prevention measures, the Group’s coal mines
have resumed full and rapid production and the production capacity
has been continuously released. At the same time, the volume of
foreign trade coal procurement will remain at a relatively high level
in the second half of the year to ensure stability of the coal supply
chain. The Group will strive to achieve the targets set for coal
trading volume and production volume this year in order to lock in
revenue.

The Group will re-examine the utilisation rate of production capacity
to reduce production capacity of low efficiency, and further improve
production indicators such as safety, environmental protection and
technical standards through high-quality transformation and refined
management. In the future, the Group will continue to promote the
intelligent construction of coal mines, further optimise the allocation
of inventory resources, expand high-quality incremental supply, and
build China Qinfa into a green and efficient coal enterprise.
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BUSINESS OUTLOOK
XBRE

In the second half of the year, the Group will implement the business
development plans formulated. Meanwhile, the management
team will keep abreast of domestic and overseas market trends
and formulate more appropriate and feasible development plans
in a timely manner taking into consideration factors including the
development of business plans, project progress and market
conditions. Apart from the ongoing Indonesia Projects and the
application of government approval on the Proposed Acquisition,
the Group will continue to seize new investment opportunities and
pay close attention to every possible merger and acquisition of
quality assets. It is the Group’s future development approach to
actively explore domestic and international investments.
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INDEPENDENT AUDITOR’S REVIEW REPORT

K| MOORE

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

We have reviewed the condensed consolidated financial statements
of China Qinfa Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 22 to
70, which comprise the condensed consolidated statement of
financial position as of 30 June 2020 and the related condensed
consolidated statement of comprehensive income, condensed
consolidated statement of changes in equity and condensed
consolidated statement of cash flows for the six-month period then
ended and other explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of an interim financial report to be in compliance
with the relevant provisions thereof and International Accounting
Standard (“IAS”) 34 “Interim Financial Reporting”, issued by the
International Accounting Standards Board (“IASB”). The directors of
the Company are responsible for the preparation and presentation
of the interim financial report in accordance with IAS 34.
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INDEPENDENT AUDITOR’S REVIEW REPORT
BIYZHMEHBRS

Our responsibility is to express a conclusion, on these condensed
consolidated financial statements based on our review, and to
report our conclusion 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.

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of these condensed consolidated financial statements
consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than
an audit conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit
opinion.

Based on our review, nothing has come to our attention that causes
us to believe that the condensed consolidated financial statements
as at 30 June 2020 are not prepared, in all material respects, in
accordance with IAS 34.

We draw attention to note 1.2 to the condensed consolidated
financial statements, which highlights that the Group had net current
liabilities of approximately RMB4,491,783,000. As at 30 June 2020,
the borrowings and accrued interest amounting to an aggregate
amount of approximately RMB824,067,000 and approximately
RMB304,289,000 respectively have been past due and due for
immediate payment. In addition, as at 30 June 2020, there were
several outstanding litigations against the Group mainly requesting
the Group to repay certain payables with interest immediately as set
out in note 23.
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INDEPENDENT AUDITOR’S REVIEW REPORT

The directors of the Company are of the opinion that on the basis
of the successful implementation of the measures as set forth in
note 1.2 to the condensed consolidated financial statements in the
foreseeable future and after assessing the Group’s current and
forecasted cash positions, the Group will be able to meet in full the
Group’s financial obligations as they fall due for the twelve months
from 30 June 2020.

These conditions, along with other matters as set forth in note 1.2
to the condensed consolidated financial statements, indicate the
existence of material uncertainties 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.

Moore Stephens CPA Limited
Certified Public Accountants

Chan King Keung
Practising Certificate Number: PO6057

Hong Kong, 31 August 2020
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

BHREESE2HEKAR

For the six months ended 30 June 2020 &= —=

—TEXRA=TRHIEREA

Six months ended 30 June
BEAA=1tHILXEA

2020 2019
—ECEF —E-NF
Notes RMB’000 RMB’000
PaE AR¥T T AR®ET T
(Unaudited) (Unaudited)
(REBEX) (REHER)
Revenue Uy &5 5 845,685 1,328,667
Cost of sales SHE KA (763,141) (1,137,880)
Gross profit EF 82,544 190,787
Other income, gains and losses HEMUA - W RESE 6 21,066 20,679
Distribution expenses PoRi=17i5-3 (1,667) (2,802)
Administrative expenses ITHRX (80,143) (85,908)
Reversal of impairment losses on FEWE 5 IR 2 R ERE
trade receivables, net #0558 20,988 18,261
(Impairment losses)/reversal of TEA I8 & B FE U GRIE 2
impairment losses on prepayments CREER),BEEE
and other receivables, net e EbEE) (12,220) 10,119
Other expenses HEHEx (3,851) (12,447)
Results from operating activities - A - S 26,717 | 138,689
Finance income B 951 108
Finance costs B RS R AN (171,162) (135,177)
Net finance costs B RS R AR ER 7 (170,211) (135,069)
(Loss)/profit before taxation BRBLAT (B 1]), BT 8 (143,494) 3,620
Income tax credit FTiSfiikE 9 58,546 47,864
(Loss)/profit for the period Ma(ER) wsx | (84,948) 51484
Other comprehensive income/(loss) H 2wl A (E58)
ltem that may be reclassified HgrgEEFoEE
subsequently to profit or loss: B=RMWIER -
Foreign currency translation TBINETEE 2 N
differences for foreign operations MmEER 1,142 (95)
Other comprehensive income/(loss) HaHMEEBA (BB
for the period, net of tax mBEZ 1 1,142 (%)
Total comprehensive (loss)/income HR2EER), WA
for the period #azE (83,806) 51,389
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
EHEGES2EBRARE
For the six months ended 30 June 2020 #ZE —Z —ZF XA =+HIE/NEA

Six months ended 30 June
BEZEAA=1tHILXEA

Note
PaE
(Loss)/profit for the period PR ER R (B 18), s A
attributable to:
Equity shareholders of the Company RARIERFEAEA
Non-controlling interests TR
(Loss)/profit for the period HA(&8), ST
Total comprehensive (loss)/income FEEER R 2 E (B18) WA
for the period attributable to: A
Equity shareholders of the Company RAmERFEA
Non-controlling interests AR
Total comprehensive (loss)/income HRZ2m(EE), WA
for the period wE
(Loss)/earnings per share attributable HIRZAQFERIEE AERL
to the equity shareholders of SR (BR) &F
the Company during the period 10
Basic (loss)/earnings per share BREKX(EE),BF
Diluted (loss)/earnings per share SREE (R, BF

2019

—ZE-NF

RMB’000

ARBT T

(Unaudited)

(R EZ)

(54,787) 45,466
(30,161) 6,018
(84,948) 51,484
(53,645) 45,371
(30,161) 6,018
(83,806) 51,389
(RMB2.30 cents)| RMB1.72 cents
(AR%2.307) AR¥1725
(RMB2.30 cents)| RMB1.72 cents
(AR¥2.309) AR 725
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BHGRS!

At 30 June 2020 R=ZZ =T F

% A R

/’—‘ +:‘

At At
30 June 31 December
2020 2019
A—E-F RZE—NF
/\H_+E| ‘f—:HE‘f—*El
Notes RMB’000 RMB’000
BsE ARMT T ARET T
(Unaudited) (Audited)
(REER) (& EZ)
Non-current assets RBEE
Property, plant and equipment Y% - BB M 11 4,573,890 4,669,115
Coal mining rights PR B 12 3,926,522 4,017,884
Right-of-use assets FREEE 11 8,875 10,828
Other deposit Htize 14 29,439 -
Interest in an associate R—EEE N 2 s = =
,,,,,, 8,538,726 | 8,697,827
Current assets REBEE
Inventories A= 57,383 59,520
Trade receivables e E 5 BR K 13 141,339 129,128
Prepayments, deposits and TBERR - B RHAEY
other receivables BRFX 14 238,084 293,234
Pledged and restricted deposits B & S2BR #7753 15 14,205 15,229
Cash and cash equivalents HeMREEED 84,736 159,695
,,,,,,,, 935,747 656,806
Current liabilities REBEE
Trade payables ENE 5 QE?A 16 (425,763) (333,947
Other payables and contract liabilities HEMEMERREHEE 17 (2,174,075) (2,576,696
Lease liabilities HEARE (3,296) (3,819
Borrowings BE 18 (2,210,835) (2,163,276
Tax payable e I8 (213,561) (219,054
(5,027,530) (5,296,792
Net current liabilities REBEEFH (4,491,783) (4,639,986
Total assets less current liabilities EEABERABARE 4,046,943 4,057,841
Non-current liabilities FRBEMR
Other payables H A e BR X 17 = (20,550
Accrued reclamation obligations TEIRIERE T (128,965) (124,010
Lease liabilities HMEAE (521) (1,495
Borrowings BE 18 (2,345,163) (2,172,848
Deferred taxation EETIR (1,109,489) (1,173,674
(3,584,138) (3,492,577
Net assets EEFE 462,805 565,264
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
5 B 4R S B B AR &

At 30 June 2020 R=ZZT_FFH=1H

At At
30 June 31 December
2020 2019
R-ZBZZEF | RZZE—NF
NA=ZtH ([+tZA=1T—H
Notes RMB’000 RMB’000
P aE ARMT T AR®ET T
(Unaudited) (Audited)
(REER) (EEZ)
Capital and reserves B #iE
Share capital g s 19(a) 211,224 211,224
Perpetual subordinated convertible KRB AT RRTE
securities 19(b) 156,931 156,931
Deficit 4l 19(c) (782,809) (710,511)
Total deficit attributable to equity KARERFEAEWN
shareholders of the Company B A4z (414,654) (342,356)
Non-controlling interests FERER 877,459 907,620
Total equity FEREEE 462,805 565,264

Approved and authorised for issue by the Board of Directors of
China Qinfa Group Limited on 31 August 2020.

Xu Da
Director

EZE

RZB-_ZTFN\A=+—BEHIERZEEEE

RARESSH/ELIRETE -

Bai Tao
B#
Director

EZ
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

18 A
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=+HIE

/N
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N

ERERBHR

For the six months ended 30 June 2020 &%= —

N

& BA #

862765 98716 (lov'ose)  .(1eL'6%9') 298t {201'26) 260425 2L 1696 J981'9PE 12212 (AEFY)

H=HYHY-&TH (paypneun) 40 aunr 0g 1y
= = - (98v'9) (Sig'h) - 108'L - = = = WHLYZY TR SIopoyaieys AINbo LM SUOjesUEs [Elo]
- - - Gl (G181 = = = = = = e 7Ry pasde suodo aeyg
- - - LLy'Sy - - (Lv'sy) - - - = EE $9MOSO! J0 UoesIfl
- - - 8/1'99 - - (81'99) - - - - (1)(0)e} spun; uononpoid

TEFTWEHHE pUe 89UBUSIUIEL O UOESIN
- - - (0s6'8k1) = - 056'84} S = - - ket spunj uoijonpoid
TEITURHHY pUe 9UBUaIUIEL Jo Uopeldoiddy
HEEETHW fynba u Apoauip papiodal
CLYZYEHTHE  ‘siopjoyateys Anbo yum suojoesuel]
68815 8109 LESH 907'sy - (S6) - - - - - B9\ ESNE  pousd au) ioj Bwoou; ansuayRIdWOD 10
(s6) - (s6) - - (s6) - - - - = suoeiado biaIo} 1o}
BEEWRZTIYEE  soouaieyp uoneisuen Aouslino ubieio4
8IS 810'9 99v'Sy 99'Gy - - - - = = = LB ¢ potiad 8y} 10} Jjoid
988y 81£'806 (ey'ser)  AbbL6OLY)  LLL99H QL2 1€6/951 981718 eehie (HEH)H-H-HY-&=% (paypny) 610z Arenuer | 1y
J(o)6H 21 el (@el:y (iRl (eIEY
J(o)gheioN OjglaloN  (@ereion  ()dJglaloN  (Elglalon
UpgdY  ULFEY  LLREY  LLpHEY  LUdgAY  ULFEY LigdY  ULREY  LIgEY  LLgHY £l
000.8Nd 000.8INd 000.8Nd 000.8INd 000.8Nd 000.8INd 000.8IN 000.8N 000.8N 000.8INY 3I0N
Ediid BHWE £8 gagE L] LELE Y849 B2l 894 pai
ZHEY Bk
[0
Jouep Sisalal [eloL $9880| 8M8Sl 8MI8sol SNI8soY 8M8sel SaN08s wniws.d eydeo
jelo] Buifosuo0 polenwnooy  Uoljesusdwod  abueyax3 1aBIopy 81qIeAU0D aleyg 8leUg
-UoN peseq-aieys peleulpiogns
[entediad
SEYEHRRTY

fiuedwo?) 8y} jo siapjoysieys Ainba o} sjaeIngLly

China Qinfa Group Limited FREIFRZEEEFR AR

26



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HEGEHERER

For the six months ended 30 June 2020 & Z —ZE —ZTF XA =+HIL/NEA

Six months ended 30 June

BEAA=1THIEAER

Operating activities ReEEY

Cash generated from operations KEEBMFES

Interest paid ERFE

Income tax paid ERFTSH

Net cash generated from operating RETHRERETFHE
activities

Investing activities REZH

Interest received B FE

Deposit paid for proposed acquisition of MEZUWESDEZ B E
SDE (as defined in note 14) (& R MEE14)

WIEME - BB MRk
HEME - BE MREMEHR

Acquisition of property, plant and equipment
Proceeds from disposal of property,
plant and equipment

Change in pledged and restricted deposits & 1 & SZBR #7771 ) 42
Net cash used in investing activities RETHFMAREFHE
Financing activities MEES

Repayments of lease liabilities EEMEARE

Proceeds from borrowings BEFTBRIA
Repayments of borrowings BEREE

Net cash used in financing activities RMETHFARE T

Net decrease in cash and cash equivalents &R B ESEWR D FHE
Cash and cash equivalents at 1 January JF’\‘ A—BRzRERESEEY
Effect of foreign exchange rate changes [ERFFHHTE

RAR=TRZEERAEEEY

Cash and cash equivalents at 30 June

28 China Qinfa Group Limited FEZRZEEEFRE A A

2019

—NhE

RMB’000

ARET T

(Unaudited)

(R ER)

192,313 279,224
(42,401) (37,009)
(11,132) (20,886)
188,780 | T 221,329
951 108

(29,439) -
(30,159) (102,157)

- 159
1,024 (722)
,,,,,,,,, (57,623)(  (102,612)
(1,710) (1,708)

855,100 623,049
(1,008,922) (744,330)
. (155532)) (122,989
(74,375) (4,272)
159,695 115,680

(584) 1,133

84,736 112,541




1. COMPANY BACKGROUND AND BASIS OF

PREPARATION

China Qinfa Group Limited (the “Company”) was incorporated
in the Cayman Islands on 4 March 2008 as an exempted
company with limited liability under the Companies Law (2007
revision) of the Cayman Islands. The Company’s shares were
listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) with effective from 3
July 2009 (the “Listing Date”). The address of its registered
office is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands and the principal place of
business of the Company is 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.

The Company’s functional currency is the Hong Kong dollars
(“"HKD”). However, the presentation currency of the condensed
consolidated financial statements is Renminbi (*“RMB”) in
order to present the operating results and financial position of
the Group based on the economic environment in which the
operating subsidiaries of the Group operate.

1.

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

The condensed consolidated financial statements have been
prepared in accordance with the same accounting policies
adopted in the annual financial statements for the year ended
31 December 2019, which have been prepared in accordance
with International Financial Reporting Standards (“IFRSs”)
issued by the IASB, except for the adoption of the new and
amendments to IFRSs which are mandatory effective for
the annual period beginning on or after 1 January 2020 as
disclosed in note 2.

The condensed consolidated financial statements contain
condensed consolidated financial statements and selected
explanatory information. The notes include an explanation of
events and transactions that are significant to an understanding
of the changes in financial position and performance of the
Group since the annual financial statements for the year ended
31 December 2019. The condensed consolidated financial
statements and information thereon do not include all of the
information required for full set of financial statements prepared
in accordance with IFRSs, and should be read in conjunction
with the Group’s annual financial statements for the year ended
31 December 2019.

The condensed consolidated financial statements are
unaudited.

China Qinfa Group Limited FREIFRZEEBEFR AR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

As at 30 June 2020, the Group’s current liabilities exceed
its current assets by approximately RMB4,491,783,000
(31 December 2019: RMB4,639,986,000). As at 30 June
2020, borrowings and accrued interest (including default
interest) amounting to approximately RMB824,067,000 and
approximately RMB304,289,000 respectively (31 December
2019: RMB1,005,361,000 and RMB264,318,000 respectively)
that had been past due and hence had become due for
immediate payment were not renewed or rolled over upon
maturity.

In addition, pursuant to the Settlement Agreement entered
into for the year ended 31 December 2018 and Supplemental
Settlement Agreement entered in March 2020 (defined and
detailed in note 18 to the condensed consolidated financial
statements), there is a default clause that can require the Group
to pay the outstanding balance of the original borrowings
and interest payable of approximately RMB4,027,188,000
and RMB582,028,000 respectively if the Group fails to settle
the new borrowings by instalments in accordance with the
revised repayment schedule as stipulated in the Supplemental
Settlement Agreement. As at 30 June 2020, other borrowings
with carrying amount of only RMB2,741,291,000 in relation
to the aforesaid borrowings were recognised in the Group’s
condensed consolidated statement of financial position. There
is no occurrence of event of default under the Settlement
Agreement and Supplemental Settlement Agreement as at
the end of the reporting period. Please see note 18 to the
condensed consolidated financial statements for details.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE G E Lk
30 June 2020 —E=FH < A=1H

32

COMPANY BACKGROUND AND BASIS OF
PREPARATION (continueD)

As at the date when the condensed consolidated financial
statements are authorised for issue, the Group has not obtained
waivers from the relevant banks/lenders on those cross default
clauses, and, as represented by the management of the Group,
the banks/lenders have not demanded immediate repayment
from the Group except for those as disclosed in note 18.

Moreover, there are a number of litigations against the Group
of which the details are set out in note 23 to the condensed
consolidated financial statements, mainly requesting the
Group to settle long outstanding payables with interest. And
the Group’s bank deposits of approximately RMB32,000 were
restricted for use in relation to the litigation proceeding, as
set out in note 15 to the condensed consolidated financial
statements.

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.

China Qinfa Group Limited FREIFRZEEBEFR AR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. COMPANY BACKGROUND AND BASIS OF

PREPARATION (continueD)

The condensed consolidated financial statements have been
prepared on the assumptions that the Group will continue to
operate as a going concern notwithstanding the conditions
prevailing as at 30 June 2020 and subsequently thereto
up to the date when the condensed consolidated financial
statements are authorised for issue. 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 when the
condensed consolidated financial statements are authorised for
issue which include, but not limited to, the followings:

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

(i) Given 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. The Group recorded a net operating cash
inflow of RMB138,780,000 (six months ended 30 June
2019: RMB221,329,000) during the period, and the
directors of the Company are of the opinion that the Group
has sufficient working capital to its present requirements
for the next twelve months from 30 June 2020;

(iii) In relation to those borrowings that have been past due
or those borrowings that became immediately repayable
due to cross-default clauses set out in the respective loan
agreements, the Group is in the process of negotiating
with the relevant banks and other lenders to extend the

repayment dates and to obtain waivers from banks/lenders;

1.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
i B A & B 7 R R I

30 June 2020 —

34

Z_ZFERA=1TH

(iv) For borrowings which will be maturing before 30 June
2021, the Group will actively negotiate with 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. In view that there have been no history of which the
banks and other lenders exercised their rights to call for
immediate repayment of borrowings and their respective
interests in similar cases in the past, the directors of the
Company are of the opinion that the Group has good
relationship with banks which would enhance the Group’s
ability to renew the existing short-term borrowings upon
maturity; and

(v) The Group has appointed external lawyers and/or assigned
internal lawyers to handle the outstanding litigations, and
to mitigate the risk exposure from any invalid legal claims.
In respect of some of the litigations, the directors of the
Company are in the opinion that the Group has valid
grounds to defend for the charges.

On the basis of the successful implementation of the measures
described above in the foreseeable future and after assessing
the Group’s current and forecasted cash positions, the directors
of the Company are satisfied that the Group will be able to meet
in full the Group’s financial obligations as they fall due for the
twelve months from 30 June 2020. Accordingly, the condensed
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 condensed
consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

In the current interim period, the Group has applied, for the
first time, the Amendments to References to the Conceptual
Framework in IFRS Standards and a number of amendments
to IFRSs issued by the IASB which are mandatory effective for
the annual period beginning on or after 1 January 2020 for the
preparation of the Group’s condensed consolidated financial
statements. The Group has not early adopted any other
standard, interpretation or amendment that has been issued
but is not yet effective.

The application of the Amendments to References to the
Conceptual Framework in IFRS Standards and the amendments
to IFRSs in the current period has had no material impact on
the Group’s financial performance and positions for the current
and prior periods and/or on the disclosures set out in these
condensed consolidated financial statements.

The amendments provide a new definition of material that states
“information is material if omitting, misstating or obscuring it
could reasonably be expected to influence decisions that the
primary users of general purpose financial statements make on
the basis of those financial statements, which provide financial
information about a specific reporting entity.” The amendments
also clarify that materiality depends on the nature or magnitude
of information, either individually or in combination with other
information, in the context of the financial statements taken as a
whole.

The application of the amendments in the current period had
no impact on the condensed consolidated financial statements.
Changes in presentation and disclosures on the application of
the amendments, if any, will be reflected on the consolidated
financial statements for the year ending 31 December 2020.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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The preparation of the condensed consolidated financial
statements requires management to make judgements,
estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from
these estimates.

In preparing the condensed consolidated financial statements,
the significant judgements made by management in applying
the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to
the consolidated financial statements for the year ended 31
December 2019.

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

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

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

— Segment assets include all tangible assets, coal mining
rights, lease prepayments, interest in an associate and
current assets with the exception of unallocated corporate
assets. Segment liabilities include trade payables,
other payables attributable to activities of the individual
segments, accrued reclamation obligations and borrowings
managed directly by the segments.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
& B R S B 38 AR P A
30 June 2020 —E=FFXA=+H

4. SEGMENT REPORTING (conrinuep) 4. 78R E @

- Revenue and expenses are allocated to the reportable - WKEEAXNE2EZEIBEEZ
segments with reference to revenue generated by those W R BT Al BwE 9 HB o
segments and the expenses incurred by those segments.

Coal business Shipping transportation Total
Rixzh hEEs - h
Six months ended Six months ended Six months ended
HERA=TH BERA=TH HERAZTH
LER~fAA LE~fA AR
2020 2019 2020 2019 2020 2019

ZECRE | ZE-AF | CRoRE | CRNF| ZRORE| BN
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
AEBTR ARETT AEETR ARETFT AE¥TR ARETT
(Unaudited) | (Unaudited) |  (Unaudited) |  (Unaudited) | (Unaudited) |  (Unaudited)
(REER) | (REER) | (REER) | (KEBR) | (RESH) | (REER)

Revenue from exteral customers HE RN 821,962 1,288,964 2,723 39,703 845,685 1,328,667
i
EI

Reportable segment profit before ARED PR BAER
faxation 34,275 145927 463 1,190 34,738 W7
(Reversal of impairment losses)/ EUE ST 2 (HEFE
impairment losses on )/ EEE
frade receivables (20,988) (18,904) - 643 (20,988) (18,261)
Impairment losses/(reversal of B ERRAEY
impairment losses) on prepayments  RHZHEEE/
and other receivables (REBEER) 12,220 (10,119) = = 12,220 (10,119)
At At At At At At
30 June | 31 December 30 June | 31 December 30 June | 31 December
2020 2019 2020 2019 2020 2019

BoR2BE | ROT-NE | WoR28E | ROR-NE | RoB2RE | ROE0E
~AA=TA [tZA=+-A RAZTHE |TZA=+-A ~AA=1A [tZA=1-A
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
AE®TR | ARMTR | ARMTR | ARMTR| ARETR| AREBT:R
(Unaudited) (Audited) | (Unaudited) (Audited) | (Unaudited) (Audited)
(REEH) @z | (REEH) @Fn) |  (REEH) HESA

Reportable segment assets aEIPEE
(including interestin an associate) ~ (BFER—FHENRER) 9,266,625 9,506,136 274,708 259,507 9,541,333 9,765,643
Reportable segment liabilties BECHr -t (7,638,403) | (7,699,230) (116,852) (100707) [ (7,755,255) | (7,799,937)
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GLEEESSE R L
30 June 2020 — = —ZFF XA =+H
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4. SEGMENT REPORTING (continuep) 4, 7EHRE =
Six months ended 30 June
BEARA=t+HLAREA
2020 2019
—BIEF —E-NF
RMB’000 RMB’000
ARET T AR®ET T
(Unaudited) (Unaudited)
(REBER) (R =)
Reportable segment revenue and AR E D B E R AR S W e
consolidated revenue 845,685 1,328,667
Six months ended 30 June
BEAA=+HLEAREA
2020 2019
—BERF —E-NF
RMB’000 RMB’000
AR®T T ARETT
(Unaudited) (Unaudited)
(REER) (REEE=R)
Reportable segment profit before A 3R 0 FBBR B A a
taxation 34,738 147,117
Unallocated head office and corporate  AD AR R E N AR
expenses (8,021) (8,428)
Net finance costs B PAFRE (170,211) (135,069)
Consolidated (loss)/profit before AR (BER),S&EF
taxation (143,494) 3,620




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
& B R S B 38 AR P A
30 June 2020 —E=FFXA=+H

4. SEGMENT REPORTING (contmuen)

=Y
ok
3
+
>dd
I
il

At 30 June | At 31 December

2020 2019

R-ZZB-ZF RZZE—NE

~A=T+H +—-—A=1+—H

RMB’000 RMB’000

AR®T ARETF T

(Unaudited) (Audited)

(REEER) (&%)

Reportable segment assets AIREDHEE 9,541,333 9,765,643
Elimination of inter-segment receivables %2 s & Ut BR 7 2 ¥ §5 (581,346) (528,082)
Unallocated corporate assets RO AREE 114,486 117,072
Consolidated total assets A EERE 9,074,473 9,354,633
At 30 June | At 31 December

2020 2019

R-ZB-FF RZZE—NE

A~B=1+H +=-—A=+—H

RMB’000 RMB’000

AR¥T T ARKET T

(Unaudited) (Audited)

(REER) (&%)

Reportable segment liabilities AIRESEasE 7,755,255 7,799,937
Elimination of inter-segment payables % 2B & FE (< BR 70 2 ¥ §5 (477,681) (407,524)
Tax payable FET IR 213,561 219,054
Deferred taxation EAET IR 1,109,489 1,173,674
Unallocated corporate liabilities AoEBEARIAE 11,044 4,228
Consolidated total liabilities meEBEEE 8,611,668 8,789,369
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& B8R

R B mRMEE

30 June 2020 —E=_FTFA=1H

3.

40

REVENUE

Disaggregation of revenue from contracts with customers by
service lines is as follows:

EREERISNEPANKED TN

Six months ended 30 June
BEXA=1THLAEA

2020 2019

—E-%F TR

RMB’000 RMB’000

AR¥T T ARETF T

(Unaudited) (Unaudited)

(REER) (RIEZE%)

Sales of coal iR HE 821,962 1,288,964
Charter hire income HEa WA 23,723 39,703
845,685 1,328,667

Revenue from sales of goods are recognised when the goods
are transferred at a point in time. The performance obligation
is satisfied upon the delivery of the goods. Revenue from
rendering of time charter services is recognised on a straight-
line basis over the period of each charter. Revenue from
rendering of voyage charter services is recognised over time
by reference to the progress of the voyage charter services
provided by the Group. The performance obligation is satisfied
upon the completion of the voyage charter services.

China Qinfa Group Limited FEZEEEHR QA
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

6. OTHER INCOME, GAINS AND LOSSES

& B R S B 38 AR P A
30 June 2020 —E=FF A A=1H

6. HMA - s REE

Six months ended 30 June
BEAB=1+HILAXEAR

2020 2019
—EIEF —E-NEF
RMB’000 RMB’000
ARET T AREETTT
(Unaudited) (Unaudited)
(REERK) (R EZ)
Foreign exchange gain/(loss), net b s (B518) )3 58 2,232 (316)
Net (loss)/gain on disposal of property, HE¥E - BENLEEZ
plant and equipment (B518) Wz %8 (6) 46
Recovery of trade and other receivable BEIEEME 2 EWE SRR KL
previously written off H A pE AR 3K = 8,967
Government subsidies (note) BT Bh & (B 5E) 18,001 -
Loss on non-substantial modification of {&& IEE K& T HEE (Fi7E18)
borrowings (Note 18) (10,700) -
Others HAt 11,539 11,982
21,066 20,679

Note: During the current interim period, the government subsidies of
RMB17,879,000 were granted by the PRC local government and
received by the Group as financial subsidies on the Group’s
business development with conditions that the respective entities
would maintain their principal places of businesses for the same
period, which were fulfilled. The remaining government grants of
RMB122,000 are Covid-19-related subsidies under the Employment
Support Scheme provided by the Hong Kong government.

W

RARHBEE  BEHEESARE
17,879,000t i B A TR T+ I
AR EREVE B AN B K3 R TT I
e S ERARFRSESETZEE
2 MABIKEEER - 8 THRTHE
A4 AR¥E122 00070 5 E B BUT IR &Y
REEFEHEE THOHATHRESEEHE
B -
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BE G E Lk
30 June 2020 —E=TFXA=1+H

7. NET FINANCE COSTS

B 35 PR A R

Six months ended 30 June
BEAABA=1+RHILAEAR

2020 2019
—ECEE —NF
RMB’000 RMB’000
ARET T AR¥ET T
(Unaudited) (Unaudited)
(REBER) (REEEZ)
Interest income MeEwLA (s (108)
Interest on borrowings BEFE 65,234 57,336
Penalty interest SE 11,540 11,481
Interest charge on unwinding of P ERLIR 2 F SR (B (i)
discounts (note(ii)) 94,388 90,521
Less: interest capitalised into property, & : #1% - BB K& ESP
plant and equipment (note (i)) B2 & MR 2 (BHEE) = (24,161)
Finance costs B A AR 162 185177
Net finance costs B RS R AN F 58 170,211 135,069
Notes: B5E
(i)  No borrowing cost has been capitalised for six month ended 30 June () BEZZ-_ZFAZ+HIEAEA - #E&E

2020. The borrowing costs have been capitalised at a rate of 6.83%
per annum for six months ended 30 June 2019.

(i)

This item represents the unwinding of discount for the following
liabilities using the effective interest rate:

EXRAEERL - BE_F-AFRA=+

ERIAY DS
{l&

LR B F A B A R R

CEERARERFNEE.83%E AR

BRATBENITR

Six months ended 30 June
BEAA=1THLAEA

2020 2019

—E-TH —T-NF

RMB’000 RMB’000

ARETT ARETTT

(Unaudited) (Unaudited)

(REEX) (REER)

Borrowings BE 89,287 85,572
Lease liabilities HEAE 145 177
Accrued reclamation obligations TEIR1ERER 4,956 4,772
94,388 90,521
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IR AR S B IS R M 5T
30 June 2020 —E—ZEFNHA=+H

8. (LOSS)/PROFIT BEFORE TAXATION 8. BRBiAI(B518), &R
(Loss)/profit before taxation is arrived at after charging: BrBLAT (B518),m F B FOBRIA T &8 ¢

Six months ended 30 June
BEAAB=1HLAEA

2020 2019
—EIEF —E-NEF
RMB’000 RMB’000
AR®T T AR®ET T
(Unaudited) (Unaudited)
(REEEX) CREgEER)
Depreciation of property, plant and M - BB MRERETE
equipment 127,429 142,719
Depreciation of right-of-use assets EREEERE 2,166 1,630
Amortisation of coal mining rights R TR B i B 91,362 104,466
Property, plant and equipment M - BB KR B
written-off - 638
9. INCOME TAX CREDIT 9. FISHER
Six months ended 30 June
BEXA=t+RHLAEA
2020 2019
ZBC-EF —E-NEF
RMB’000 RMB’000
ARBTR ARETF T
(Unaudited) (Unaudited)
(REFEX) (REEER)
Current tax BVERRR IR
- PRC Corporate Income Tax - R BT H 5,593 20,435
~ Over-provision of PRC Corporate - BEFEPEERMAEN
Income Tax in prior years EBEE A (M (iv))
(note (iv)) - (29,404)
- Hong Kong Profit Tax - BENEH 45 -
5,638 (8,969)
Deferred tax credit EREMIER R (64,184) (38,895)
Income tax credit FrisHif e (58,546) (47,864)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE G E Lk
30 June 2020 —E=FH < A=1H

9. INCOME TAX CREDIT (coninuep)

Notes:

0]

(i)

(iii)

(iv)

Pursuant to the rules and regulations of the Cayman Islands and the
British Virgin Islands, the Group is not subject to any income tax in the
Cayman Islands and the British Virgin Islands (six months ended 30
June 2019: nil).

Provision for Hong Kong Profits Tax has been made at the rate
of 16.5% (six months ended 30 June 2019: nil) on the estimated
assessable profits for the subsidiaries located in Hong Kong during
the period.

Provision for the PRC Corporate Income Tax was based on the
statutory rate of 25% (six months ended 30 June 2019: 25%) of the
assessable profits of subsidiaries which carried on businesses in the
PRC.

During the six months ended 30 June 2019, the directors of the
Company reviewed the subsidiaries’ provision for the PRC Corporate
Income Tax made in previous years and they were of the opinion
that the likelihood of utilisation of certain tax provision had become
remote and therefore decided to release those tax provision of
RMB29,404,000 to profit and loss.

10. (LOSS)/EARNINGS PER SHARE

44

The calculations of basic (loss)/earnings per share is based

on

the (loss)/profit attributable to ordinary equity shareholders

of the Company and the weighted average number of ordinary
shares in issue during the period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

The calculations of basic (loss)/earnings per share attributable
to ordinary equity shareholders of the Company for the six
months ended 30 June 2020 and 2019 are based on the
following data:

& B R S B 38 AR P A
30 June 2020 —E=FF A A=1H

BR(ER), B w

BE_ZT_ZFR-_FT-NAFNAZ= —i-EI
JJ:/\{.HZ’K/D\_JEI BESFAARGEKR
EAR(ER), BATDHERNATEETE

Six months ended 30 June
BEXA=1THL~EA

2020 2019
—EIEF —E-NF
RMB’000 RMB’000
AR®BTT ARBTT
(Unaudited) (Unaudited)
(REEFEZ) R ER)
(Loss)/profit for the period attributable ~ ANA Rz A AR ER
to equity shareholders of the (&) & F
Company (54,787) 45,466
Less: Distribution relating to perpetual  J& : BRID B AEZ 2
subordinated convertible ﬂ<5& RAT AR E 5 2
securities classified as equity /TLE (2,639) (2,563)
(Loss)/profit for the period attributable  ANA R EBEZFH ARG HR
to ordinary equity shareholders of the (EEETE!)/@T'
Company (57,426) 42,903
Weighted average number of ordinary st &SR EK (E518), B FIFTH
shares for the purpose of basic (loss)/  E @A NHE F19 &
earnings per share 2,493,413,985 2,493,413,985

For the six months ended 30 June 2020 and 2019, the
computation of diluted (loss)/earnings per share has not
assumed the exercise of the Company’s outstanding share
options since the adjusted exercise prices of these options
were higher than the average market prices of shares for the
outstanding period during six months ended 30 June 2020 and
2019.

The calculation of diluted (loss)/earnings per share for the six
months ended 30 June 2020 and 2019 has not been taken
into account of the potential ordinary shares on perpetual
subordinated convertible securities as assumed conversion
would result in a decrease in loss per share or an increase in
earnings per share.

Bz TFER-_FE—NFNA=TH
Jt/dlﬁl EEEGEE%E%HﬂZ%Z%%M%ﬁ@E
BEeRE8z2_ T - TEFR T —NAFEXA
_+E¢/TTIH§$THHF'WM%Z§F1’]$
B TEEREE(ER),BFRETREBER
ZiN/N 725%1@%%@5%7@

AEEE T _TFER-_ZE-NAFARA=
+HIEREA SREE(BR),/ BFRYTE
ZEKARRABBESFNELEE %Hx :
REA S RE RS EHERERR D

BB AL A0 o

Interim Report 2020 —ZT —ZTF R EIRE 45



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

& 89
30 Ju

46

e KRR
ne 2020 —E-_FTF SH=H

During the six months ended 30 June 2020, the Group
acquired items of property, plant and equipment with costs
of approximately RMB30,159,000 (six months ended 30
June 2019: RMB102,157,000) in aggregate, including items
relating to assets under construction of approximately
RMB17,437,000 for coal business (six months ended 30
June 2019: RMB46,097,000), mining structure of nil (six
months ended 30 June 2019: RMB5,961,000), machinery of
approximately RMB3,739,000 for coal business (six months
ended 30 June 2019: RMB34,080,000), motor vehicles of
approximately RMB917,000 (six months ended 30 June
2019: RMB14,098,000), plant and buildings of approximately
RMB899,000 (six months ended 30 June 2019: RMB1,868,000),
electronic and other equipment of approximately RMB185,000
(six months ended 30 June 2019: RMB53,000) and vessel of
approximately RMB6,982,000 (six months ended 30 June 2019:
Nil). In addition, no finance cost (six months ended 30 June
2019: RMB24,161,000) was capitalised into property, plant
and equipment during the six months ended 30 June 2020
(see note 7). ltems of property, plant and equipment with a net
carrying amount of RMB6,000 (six months ended 30 June 2019:
RMB437,000) were disposed of during the six months ended
30 June 2020, resulting in a net loss on disposal of RMB6,000
(six months ended 30 June 2019: net gain of RMB46,000).

During the six months ended 30 June 2020, the Group
entered into new lease agreements for the use of building and
equipment for 2 years and 3 years respectively and the Group
recognised right-of-use asset of approximately RMB213,000 (six
months ended 30 June 2019: RMB55,000) and lease liability of
approximately RMB213,000 (six months ended 30 June 2019:
RMB55,000) upon lease commencement.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

11. PROPERTY, PLANT AND EQUIPMENT/

12

RIGHT-OF-USE ASSETS (conminuen)

As at 30 June 2020, certain groups property, plant and
equipment with carrying amount of RMB945,577,000 (31
December 2019: RMB977,170,000) were pledged for
borrowings (note 18).

COAL MINING RIGHTS

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 right-of-use assets relates 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 2020
Fengxi Coal Mine 24 January 2034

28 December 2020
29 November 2019
28 December 2020

Chongsheng Coal Mine
Xinglong Coal Mine
Hongyuan Coal Mine

IR AR S B IS R M 5T
30 June 2020 —E—ZEFNHA=+H

1. 9%  BERRE EAE

12

EE®w

E/\\\—Y—Yﬁz/\ﬂ +El HEETE/\E%
945,577,000c(ZE— A F+-_A=+—
B AR®977,170,0007T) ME T E£E Y

¥ BEMIBCHIEIFAESESR M F
18) °

R R TR
HREERILALHERBESOERN - /7

EBESUAPEBEL F - REBEWEER
Eys IRNPSY: ) E: 3 e b e E L) SO R CINES
RAREEENEEE - WAEELERER
AEEBRBENEEZHRBEEEE - ~%
B RIREEROEITOT

Bk  ERMA

EpgRE —T_TFETATHA

75 PO R AR _7fE$ A=-+tHA
SARE —T-TF+-_A-1/\HB
B 2 1 T —hWE+—HA=thHB
TR IE R :§:§$+:ﬂ:+ﬂﬁ
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE G E Lk
30 June 2020 —E=FH < A=1H

12,

13.

48

COAL MINING RIGHTS (conminuen)

The Group submitted the relevant regulation documents to the
relevant government authorities in 2019 for renewal of coal
mining right certificate of Xinglong Coal Mine and the renewal
application is being processed by the relevant government
authorities. In respect of Xingtao Coal Mine, Chongsheng Coal
Mine and Hongyuan Coal Mine, the Group is in the progress of
preparation and arrangement of relevant regulation documents
for application of renewal of the coal mining right certificates.
The directors of the Company are of the opinion that the
renewal of all the mining rights certificates by the relevant
government authorities is highly probable as the Group submit
the relevant regulation documents, fully settle the mineral
exploration and mining right expense and the renewal of the
mining rights certificates can be completed at minimal cost. In
addition, with reference to the legal opinion from an external
lawyer engaged by the Group, the Group will be able to
continuously renew the mining rights and the business licenses
of the respective mining subsidiaries at minimal charges.

As at 30 June 2020, the Group’s coal mining rights with net
carrying amount of RMB3,926,522,000 (31 December 2019:
RMB4,017,884,000) were pledged for the Group’s borrowings
(note 18).

12, B R ERBEE

AEER_Z-NFRABEERNE BER
MRREE M - DA B2 AR B AR A BRI A
ma’ﬁH@ﬁVM%EEEﬁ§%$
%°%$W§% STt B R N R R R R
AKRETLEEEMZHEBEEX
# NRFEERBERESE - ARAES
R BEAKEEXHEBEEEXHLER
EARBLRRBEREAS  BEBRAEBR
AAEMASEEEMERERES B
REEEFENEEATUREKRATK Ik
5h - MBEARKBERBIINBREHERE
R AEERRAEENREEREER
e M ARRA IR B A R & KR

HE-_ZT-_TEA=Z+H RAEAEA
R%3,926,522,000c(ZE—NWF+=ZA=
+—H : AR¥4,017,884,0007T) 2 NEH
BRIRTEE D WK R E S AR EBEE (M
F£18) ©

TRADE RECEIVABLES 13. B & 5 BRX
At 30 June | At 31 December
2020 2019
R=-Z-ZTF R_ZE—N%F
ANB=1+H +=—A=+—8
RMB’000 RMB’000
ARBTR AR¥ETT
(Unaudited) (Audited)
(REER) (&EZ)
Trade receivables B E SRR 253,119 261,423
Less: allowance for credit loss B EEESEEE (111,780) (132,295)
141,339 129,128
All of the trade receivables are expected to be recovered within R|ER - IERKEZRERBHR —

one year from the end of reporting period.

China Qinfa Group Limited FEZEEEHR QA
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

13. TRADE RECEIVABLES (conmnuen)

An ageing analysis of trade receivables (net of impairment loss
allowance) of the Group is as follows:

& B R S B 38 AR P A
30 June 2020 —E=FF A A=1H

13. B E 5 ARk s

AEBENEKE ZRRNRBERBRBRRER)
HRRE D ATAAE ¢

At 30 June | At 31 December

2020 2019

R=—ZB-%F RZF—NF

AA=1+H +=—A=+—H

RMB’000 RMB’000

AR®TR AR®ETTT

(Unaudited) (Audited)

(REEFEX) (BEZ)

Within 2 months ENENR 59,614 14,149
Over 2 months but within 6 months R 1E B A H 1B EBid 7~ & A 4,854 27,891
Over 6 months but within 1 year SNE A A BB R —F 17,543 1,253
Over 1 year but within 2 years —FUE BT BAME 10 1,297
Over 2 years (note) M LAk (B 3E) 59,318 84,538
141,339 129,128

Note: As at 30 June 2020, trade receivables aged over 2 years
amounting to approximately RMB59,318,000 (31 December 2019:
RMB83,318,000) were due from customers which the Group has
trade and other payable balances with the same amount as at the
end of the reporting period. The directors of the Company believe
that no impairment allowance is necessary in respect of these
balances.

The ageing is counted from the date when trade receivables
are recognised.

Credit terms granted to customers mainly range from 0 to
60 days (31 December 2019: 0 to 60 days) depending on
customers’ relationship with the Group, their creditworthiness
and past settlement records.

During the current interim period, the Group provided
impairment loss allowance on trade receivables amounting
to RMB1,416,000 (six months ended 30 June 2019:
RMB4,238,000) based on the provision matrix.

M R-ZZ-TFERA=1TH - REKBBMW

FHERKRESERHARYS59,318,000
T(ZE—NAFE+-_A=+—8: AR¥
83,318,00070) BASEREHEENE S
AR TR R Ho A B FRIB A R B R 3R 4 B
KETRIERCFERARIE - RAREERA
BAMZSEBRTIRBERE -

FRic BN E ZRNEER 2 AL E -

MEFEHZEEHEENTF0E60H(Z
T-NF+ZHA=+—H : 0%60H) ' &
TEFEAREE CBER  BREZEERA
FEMDZEmE -

RAFEBEE AEBERBEHERE
WESERAATRBEEEBHBEARE
1,416,000c(BE=—E—NLFA=+HIE
NMEA - AR¥4,238,0007T) °

Interim Report 2020 — &~ TFEFRHEIRE 49



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE G E Lk
30 June 2020 —E=FH < A=1H

14. PREPAYMENTS AND OTHER RECEIVABLES 14, AR K H At FEUR BR X
At 30 June | At 31 December
2020 2019
R-ZB-ZF RZT—NF
ABA=+H +=-—A=+—H
RMB’000 RMB’000
AR®T T AREETIT
(Unaudited) (Audited)
(REER) (&= Z)
Included in non-current asset SFAERBEE
Other deposit (note (i)) Hize (FEEd) 29,439 =
Included in current assets FFARBEE
Other deposits and prepayments H iz e R IBBR R (B aE(i)
(note (ii)) 253,184 313,334
Amounts due from non-controlling JE U S 2= B AR BR Sk 28 (B = (i)
shareholders (note (iii)) 322,703 322,703
Other non-trade receivables HaERIEE SRR 54,484 37,202
630,371 673,239
Less: allowance for credit losses B BB BEEE )
(note (iv)) (392,287) (380,005)
238,084 293,234

50

Notes:

(i)

As disclosed in the Company’s announcements dated 3 January
2020 and 7 August 2020, a series of agreements, including heads
of agreement (“HOA”) dated 31 December 2019, addendum of
HOA dated 11 March 2020 and conditional sale and purchase
agreement dated 6 August 2020 (collectively, the “Proposed
Acquisition Agreements”) were entered by the Group for proposed
acquisition of 70% equity shareholding of PT Sumber Daya Energi
(“SDE”), a company duly established under the laws of Republic of
Indonesia that is engaged in coal mining and trading in Indonesia,
from two independent third parties (the “Sellers”) at an aggregate
consideration of IDR385,000,000 (equivalent to approximately
RMB190,000). Pursuant to the Proposed Acquisition Agreements,
first refundable deposit of approximately USD4,000,000 (equivalent
to RMB29,439,000) was paid by the Group during the six months
ended 30 June 2020 and second refundable deposit of approximately
USD1,000,000 (equivalent to approximately RMB6,960,000) was
subsequently paid on 13 August 2020, and the deposits are secured
by approximately 75% of equity interest in SDE and will be deemed
as part of the Sellers’ entitlement of 15% the total saleable coal
production of SDE after completion of the proposed acquisition. In the
event the proposed acquisition could not be completed on or before
31 December 2020 for any reasons, Sellers must return the deposits
to the Group within 14 days from the date of notification from the
Group. Up to the date when the condensed consolidated financial
statements are authorised for issue, the acquisition has not been
completed.

China Qinfa Group Limited FEZEEEHR QA
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BOARARBPAE-_T-_ZSF—A=-AK=Z
—ZFENALANAHAITHEE  ASEEFN—
i REAMAZT—NF+=_A=+
—BmipZEAE(BREE) B =Z=
THE=ZA+—AHBERAENGRBSH A=
ToTFENARNBNBREEE H(FEE
BUWBHE]D)  AnmaBzE=F(&HF)
#:#UWEEPT Sumber Daya Energi([SDE] -
—MREEE e £ FBA R IE KA
~AE RENERERRBARLRE 5)H70%M%
T - %K {E/5385,000,000EN & HRERLOA

R#190,0007T) - IRIBEZZWERZE - NEE
EREBE_Z_TFAAA=ZTHLENEAX

NEEREDEE 494,000,000% T HEERA
R#29,439,0007T) * ME LA REZREH
1,000,000 7T (#8& A 49 A R #6,960,0007T)
HEBER-ZZE-_ZTFNA+ZBXf - Z2F&
& ASDEXY75%RX A VEH I8+ W AF i iR Ui
HIFE W«é%ﬁz%ﬁﬁaﬁ;ﬁsmﬂﬁ%kﬁmﬁ@
E215%K DR - @z E EEEE M
REAE KA EAijf?iJr A=+—BzzH
AKX BT ARANEE L EA A AR+
BARAEEREZEES - BEMHAEAH
EHREREREN B - WIEEEEARTHK °



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

14. PREPAYMENTS AND OTHER RECEIVABLES

(CONTINUED)

Notes: (continued)

(ii)

(i)

(iv)

Prepayments for purchase of coal and transportation fee amounting
to RMB111,520,000 (31 December 2019: RMB187,840,000) and
RMB20,706,000 (31 December 2019: RMB13,359,000) respectively
was included in other deposits and prepayments. The remaining
amount of RMB56,830,000 (31 December 2019: RMB59,408,000) are
mainly prepayments for the supplier services to support the Group’s
ordinary business.

Amounts due from non-controlling shareholders are unsecured,
interest free and have no fixed term of repayment. As at 30 June
2020, the carrying amount of RMB322,703,000 (31 December 2019:
RMB322,703,000) were fully impaired in prior years.

Allowance for credit losses of prepayments and other receivables are
as follows:

& B R S B 38 AR P A
30 June 2020 —E T4 XA=1+H

14, AT BRI EL R U BR =X o

BsE : ()

(i)

(iii)

(iv)

KEERZENERREGES AR
111,520,000 (ZE—NF+=-A=+—8 :
AR #187,840,0007T) & A R#20,706,000
T(ZE—NAhF+=-A=+—8: AR
13,359,0007T) B T A E iz & RFET R ©
#%E A R #56,830,000c(— T — A FE+ = A
=+—H: AR#¥59408,00070) B AT E
AEE R EBHEERREOTERK ©

FEUOGEIER R R I A EIKF - £ E RERT
BRH -HE-_TZ-_TFA=1H FEE
AR®322,703,000c(ZE—NF+=—A=+
—H : AR#322,703,0007T) ERBEFESR
ERE -

BNERREMEREFEEBERREEDT

At 30 June | At 31 December

2020 2019

R-ZB-ZF RZZT—h&F

~A=+B | TZRA=+—H

RMB’000 RMB’000

ARET T AREFT

(Unaudited) (Audited)

(REEERK) (&FEZ)

Other deposits and prepayments HEMize RIEMERR 49,853 36,896
Amounts due from non-controlling shareholders & Ut FE45 B& A% 5 308 322,703 322,703
Other non-trade receivables E bW IEE SRR 19,731 20,406
392,287 380,005

Interim Report 2020 — &~ TFEFRHEIRE 51
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BE G E Lk
30 June 2020 —E=TFXA=1+H

15. PLEDGED AND RESTRICTED DEPOSITS

As at 30 June 2020, bank deposits of nil (31 December 2019:
RMB333,000) were pledged to secure general credit facilities.

As at 30 June 2020, bank deposits of RMB32,000 (31
December 2019: RMB723,000) were restricted for use in
relation to the litigation proceedings as disclosed in note 23(a).

As at 30 June 2020, bank deposits of approximately
RMB14,173,000 (31 December 2019: RMB14,173,000 were
restricted for use in relation to the trading of coal business of
respective entities located in the respective regions in order to
support the economic development of the regions.

16. TRADE PAYABLES

An ageing analysis of trade payables of the Group is as follows:

15. B #H R Z R E 7

}5_/\\\—?—745'5/\)% +E| fETTTTf\AE
MET(ZE-—NEF+ZA=+—H0: AR
#333,0007T) EEIFEA—RIEEER -

RZE-_FTFA= +E| RITERAR
#32,000(ZE—NF+ZA=+—8 :
AR #723,0007T) A Bt 5E23(a) B #2 58 )
AR MR B A o

RZZTZTFAA= -I—EI AT EFAEE
HEMNKEER  RITGEROARE
14,173,000n(_3—h¢+:ﬂz+—
H: AR¥14,173,0007T) # R # AR A &
ZEWREEEBNERERRS °

16. FE 4 B 5 AR K

AEBENEZRKOKRESITAT

At 30 June | At 31 December

2020 2019

R-ZB-ZF RZE—NEF

AA=1+H +=—A=+—8H

RMB’000 RMB’000

AR¥T T AR¥ETTT

(Unaudited) (Audited)

(RBER) (BEZ)

Within 1 year —FRN 281,290 149,380
Over 1 year but within 2 years —F LA L ETBIERF 1,107 15,084
Over 2 years A 143,366 169,483
425,763 333,947
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

17. OTHER PAYABLES AND CONTRACT
LIABILITIES

& B R S B 38 AR P A
30 June 2020 —E=FF A A=1H

17. H BN R RSN AE

At 30 June | At 31 December
2020 2019
R-B-BF R_TE—NF
~A=1H +—-—A=1+—H
RMB’000 RMB’000
AR¥TR ARETT
(Unaudited) (Audited)
(REEERK) (B EZ)
Current BP &R
Accrued expenses FERTRISZ 477,731 441,379
Contract liabilities AHaE 37,804 44,850
Amount due to ultimate controlling JEAS B AT AR R B 3R TE
shareholder 161 161
Amount due to ultimate holding JE N B AR AR A BIFIR
company 8,913 988
Amount due to an associate JE A~ — 1Bt & 2 BIRIR 180,963 624,480
Amounts due to directors of BN ARRARESFIA
the Company 1,647 1,457
Amount due to a related party FET — % BBiE 5 518 141 141
Amount due to a related company & — & R R 5RIE 100 100
Other payables (note) e A AR SR (B 73) 1,466,615 1,463,140
2,174,075 2 576,696
Non-current FEENHA
Other payables (note) o FE AT BR 3R (P 73) - 20,550
2,174,075 2,597,246

Note: Construction payables of approximately RMB850,010,000 (31
December 2019: RMB867,977,000) and payables relating to mineral
exploration and mining rights of approximately RMB330,085,000
(31 December 2019: RMB346,755,000) respectively are included in
other payables.

The amounts due to ultimate holding company of the Company,
ultimate controlling shareholder of the Company, an associate,
directors of the Company, a related party and a related
Company are unsecured, interest-free and have no fixed term
of repayment.

Misk: HMENRBESHBEEMEERELY
AR #850,010,000t(ZE—hE+=
A=+—8: AR¥867,977,0007T) M
MEMEBRHDRERRBEREHARE
330,085,000t (Z=E—h&E+=-_A=+—
H : AFR#346,755,0007T) °

e AR RIREIERRR) - NR B &EHE
BRIRR - —HBERR ARAESE - —
ZEETN-BREARNFTELER
/- 2B NEREEERY -
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BE G E Lk
30 June 2020 —E=TFXA=1+H

18. BORROWINGS 18. (& &
At 30 June | At 31 December
2020 2019
R-ZB-ZTF RZZT—NF
AA=1+H +=—HA=+—H
RMB’000 RMB’000
AR¥T T AR®ET T
(Unaudited) (Audited)
(REBER) (&= =%)

Bank loans IRITER

- Secured (note (i) - B FEFE)) 295,738 296,033
- Unsecured (note (ii)) — K 3 (B 52 (i) 917,141 932,640
1,212,879 1,228,673
Other borrowings (note (iii)) H 4t 8 & (B & (i) 3,343,119 3,107,451
4,555,998 4,336,124

Notes: BisE -

54

(i)  Secured bank loans bear interest at rates ranging from 4.75% to 6.72%
(31 December 2019: 4.75% to 6.72%) per annum as at 30 June 2020.

(i) Unsecured bank loans bear interest at rates ranging from 5.70% to
8.80% (31 December 2019: 4.75% to 8.00%) per annum as at 30 June

2020.

(iii) Other borrowings bear interest at rates ranging from 4.86% to
7.28% (31 December 2019: 4.86% to 7.28%) per annum as at 30
June 2020. As at 30 June 2020, other borrowings of approximately
RMB3,292,249,000 (31 December 2019: RMB3,056,581,000) are
secured and the remaining amount of approximately RMB50,870,000

(831 December 2019: RMB50,870,000) are unsecured.

China Qinfa Group Limited FREIFRZEEBEFR AR

(i)

(iii)

RN—ZE-_TEXA=+H  AEBBRITERR
NFA475%E6.72%(ZF—NF+=-_A=+—
H : 475%%6.72%) FF LT 8 -

RZZEZTFNA=1H BRPRTERIR
NF570%E880%(—FE—NF+_A=+—
H : 4.75%%8.00%) I F KT8 -

RZEZZTFXA= +E| HEMEERN
F4.86%E7.28%(—FE—hNhE+-_A=+
—A: 4.86%?7.28%)9@@%@%#% e R
E-TEXNA=1H HMEEOHOARE
3,292,249 000t (= FE—NEF+=—A=+—
B : AR¥3,056,581,0007T) BHHEM - K
) AR#50,870,000t(ZE—NFE+—-A
=—+—H : AR%50,870,0007T) & HEKHF o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
& B R S B 38 AR P A

30 June 2020 —E=FEXA=+H
]8. BORROWINGS (CONTINUED) ]8. 'fjétjé: =
As at 30 June 2020, borrowings of the Group were repayable R-ZZT-_ZTFAA=1H  KEERERE
as follows: BT
At 30 June | At 31 December
2020 2019
R=-Z=FF R_ZE—N%F
AA=1+H +=—A=+—H
RMB’000 RMB’000
AR®TR AR®ETTT
(Unaudited) (Audited)
(REEFEX) (BEZ)
Within 1 year or on demand —FAskER 2,210,835 2,163,276
Over 1 year but within 2 years —FUAEBTBBARE 2,345,163 560,332
Over 2 years but within 5 years MEL BT BBARF - 1,612,516
,,,,,,,, 2345163 = 2172,848
4,555,998 4,336,124

Due to breach of loan covenants in 2019, certain bank and
other borrowings with the aggregate carrying amount of
approximately RMB2,210,835,000 (31 December 2019:
RMB2,163,276,000), in which the aggregate amount of
RMB824,067,000 (31 December 2019: RMB1,005,361,000) was
past due, and aggregate amounts of RMB1,386,768,000 (31
December 2019: RMB1,091,475,000) and nil (31 December
2019: RMB66,440,000) were repayable within one year and
after one year respectively from the end of reporting date based
on the agreed scheduled repayments set out in the respective
loan agreements, had become due for immediate repayment as
these bank loans contain cross default clauses are classified as
current liabilities.

HREZZE-NFEREXREH  £FE
BE#H A ARE2 210,835,000 (ZFE— N1
F+-—HA=+—H: AR%2,163,276,000
TIWETRORAMEE (KR AR
824,067,000 (ZE—hF+=_A=+
—H : AR¥1,005,361,0007T) 2 #1H1 -
N #8%81,386,768,0000t (T — NFE+ =
A=+—8: AR®1,091,475,0007T) &
B(ZE—NF+=-A=+—8: AR¥
66,440,00070) BB & B E X BZFTE 15 E
rEERRERARE B BREREIH R
BAR—FAR—FRER) 22N AET
BER  RERZEERERINENGIRL
RITERDERARBARE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EE S ek
30 June 2020 ~F=FFAA=1H

18.

56

BO RROWI N GS (CONTINUED)

Borrowings 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
clauses are as follows:

18. B E &

BB E R MR :
%FEHM&XXL%%ME%W%Q,
FHMEENEENT ¢

At 30 June | At 31 December

2020 2019

R-BE-EF RZE—NF

AA=1+H +=—A=+—H”

RMB’000 RMB’000

AR®T T AR®ET T

(Unaudited) (Audited)

(REER) (&= =%)

Within 1 year or on demand —FARREK 2,210,835 2,096,836
Over 1 year but within 2 years —F BT EBAME 2,345,163 626,772
Over 2 years but within 5 years ME LA EE BB AF - 1,612,516
4,555,998 4,336,124

The interest payables of borrowings not yet past due
and borrowings that have become past due amounting
to approximately RMB11,163,000 (31 December 2019:
RMB16,127,000) and RMB304,289,000 (31 December 2019:
RMB264,318,000) respectively were included in the other
payables.

As at 30 June 2020, secured bank loan(s), an unsecured
bank loan, secured other borrowings and an unsecured
other borrowing of approximately RMB222,239,000 (31
December 2019: RMB148,534,000), nil (31 December 2019:
RMB254,999,000), RMB550,958,000 (31 December 2019:
RMB550,958,000) and RMB50,870,000 (31 December 2019:
RMB50,870,000) respectively, that have been past due and
due for immediate payment. These borrowings carried interest
at rates ranging from 4.75% to 7.28% (31 December 2019:
4.86% 1o 7.28%) per annum and also carried additional penalty
interest at rate ranging from 2.38% to 3.64% (31 December
2019: 2.43% to 3.64%) per annum after past due.

China Qinfa Group Limited FEZEEEHR QA

KOPEEREBRHEENEMFE SR
HAR¥11,163,000L(ZFE—LEFE+=A
=+—H8: AR#¥16,127,0007T) X AR ¥
304,289,000 (ZE—AE+-_A=+—
H : AR%264,318,0007T) B 5 A H fth fE T
FRIA ©

RZZFEZZEFXA=+H  BEBRT
Mo EEERITER ﬁ?ﬁﬁfﬂﬁz%iﬁ
EEREMEED RN AREE222,239,000
T(ZE—AF+=_A=+—8: AR
148,534,0007T) * E(ZE—NF+=A
=+—H8: AR%254,999,000T) * AR
¥ 550,958,000 (ZE— N+ A=
+—H8 : AR¥550,958,000T) M AR
¥50,870,000L(ZE—NE+A=+
—H : AR#¥50,870,0007T) 2 #H &8
B EE  ZEEBERENENTF4.75%
E27.28%(ZFE—hh&E+=-_HA=+—H:
4.86%ZE7.28%)5T B - B HIE TR FF =X
NTF2.38%=E3.64%(—FT—NEFE+=-_A=
+—H : 243%%E3.64%) st EEEINEN B o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The above-mentioned secured bank loan(s) and secured
other borrowings are secured by coal mining rights and
property, plant and equipment with a carrying amount of
approximately RMB528,104,000 and RMB131,960,000 as at
30 June 2020 respectively (31 December 2019: coal mining
rights and property, plant and equipment with RMB528,104,000
and RMB119,563,000 respectively), and the secured other
borrowings are also secured by other receivables of a related
company, the Group’s equity interest in Super Grace and
guaranteed by the Company, certain subsidiaries of the
Company, related parties and Mr. Xu Jihua (“Mr. Xu”), the
controlling shareholder.

During the year ended 31 December 2018, the Group entered
into a legally binding settlement agreement (the “Settlement
Agreement”) with an asset management company in the
PRC, to reduce the amounts of outstanding bank loans
assigned by two banks and the relevant interest and penalty
interest amounting to approximately RMB4,027,188,000 and
RMB582,028,000 in total respectively. The management of the
Group considers that the terms of the Settlement Agreement are
substantially different as the discounted present value of the
cash flows under the new terms discounted using the original
effective interest rate is different from the discounted present
value of the remaining cash flows of the original financial liability
by more than 10 per cent. Accordingly, such modification of
terms was accounted for as an extinguishment of the original
financial liability and the recognition of a new financial liability.
Therefore, the Group derecognised the original borrowings
outstanding and recognised new borrowings measured at fair
value as at the date of extinguishment. The difference between
the carrying amount of the borrowings derecognised and the
fair value of the new borrowings recognised amounting to
approximately RMB1,904,853,000 is recognised in profit or loss
for the year ended 31 December 2018.

27 89 %A Hﬁﬁ“‘#&% M &F
30 June 2020 — = “A=+H
LT BERRTERREEFEMEEIN

F_g_qi/\ﬂ +THEEAES LA
AR #528,104,0007T & A K # 131,960,000
TR IR IRBREA R E - BE R&EC
T-NF+ZA=1+—8 : 2RAEARK
528,104,0007T & A R #119,563,0007T HY &
IRIRBREA R - BB K& EHRF -
MEEBEMEE A —MEEARNE
fhFEUR TR ~ NEE R Super GraceR A% #E
EEHR - WHARA - AARIETHEA
Al BEARERRRGRTELEE((RE
EDER -

BHE-ZZ-—NF+ZA=+—8BL*F
B AEEHEAE-—HEEERQAG
Y EERARNINEEHZE(EET
ED o BB MRESRITATEE AR EERT
ERXREAFNEREEEHIFIODARK
4,027,188,0007T & A R #£582,028,0007T °
AEETEERE  “EBROERER
X REARBEFIGRANARERNE
BB RENCHRRERRESHAE
BTREREMEUIBIRBEEZEZR10% °
" BRGERERABEHEERSR A
ERERTSHREEAR At - X5&H
RIFERRAEERE  UREUEEER
HBREARBFENNEE - BRI
REEREDEHECERTEEAAERZ
ZFHARM,904,853,000REE-T
—N\F+ A=+ HILFENBRPRE
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& 89
30 Ju

58

iR e B R R R Y R
ne 2020 —E-_FTF SH=H

In March 2020, in respect of the above-mentioned borrowings,
the Group further entered into a legally binding supplemental
agreement (“Supplemental Settlement Agreement”) with
the asset management company to revise and extend
the repayment schedule for year of 2020 and 2021. The
repayment schedule for year of 2022 remained unchanged.
The management of the Group considers that the terms of
the Supplemental Settlement Agreement are not substantially
different from the Settlement Agreement as the discounted
present value of the cash flows under the revised terms
discounted using the original effective interest rate is different
from the discounted present value of the remaining cash
flows of the original financial liability by less than 10 per cent.
Accordingly, such modification of terms was accounted
for as non-substantial modification, and the adjustment of
approximately RMB10,700,000 to the carrying amount of
the financial liability was recognised as other losses as set
out in note 6 at the date of modification. On the same day,
Tongmei Qinfa, an associate of the Group, and the Group
mutually agreed to transfer the borrowings of Tongmei Qinfa,
which was guaranteed by the Group, with carrying amount of
RMB273,709,000 from the asset management company as
at that date to the Group to offset the Group’s amount due to
Tongmei Qinfa by the same amount. As at 30 June 2020, the
carrying amount of the Group’s borrowings from the asset
management was approximately RMB2,741,291,000 (31
December 2019: RMB2,505,623,000).

The Settlement Agreement, together with Supplemental
Settlement Agreement, contained a default clause which the
Group will be required to repay the outstanding balance of
the original borrowings and interest payable of approximately
RMB4,027,188,000 and RMB582,028,000 respectively if
the Group fails to repay the borrowings by instalments in
accordance with the respective revised repayment schedule
as stipulated in the Supplemental Settlement Agreement.
There is no occurrence of event of default under the Settlement
Agreement and Supplemental Settlement Agreement as at the
end of the reporting period.

China Qinfa Group Limited FREIFRZEEBEFR AR

RZZT-_TF=A pLHlifEEmME * &
SEE-—PHZEETERQATLAX
BHARMNBAGZE(BETEEHR] -
LRI RER —_E_FEFR - —FH
BERRMEX ZTZ_FRHEXRREER
HETE  AEEBEEEBRE BMREE
ENERRELERBRTESTEAEZE R
HARBEEITGRRERARER MR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Of the Group’s borrowings, aggregate principal amounts of
RMB691,848,000 (2018: RMB691,848,000) as at 30 June 2020
had been defaulted under respective agreements and filed
lawsuits by banks against the Group to demand immediate
repayment. Pursuant to the final court judgements in prior
years, the Group was ordered to make immediate repayment
of the aforesaid balances. In respect of the aforesaid balances
with lawsuit, certain banks assigned their bank loans and
interests (including penalty interests) due from the Group with
aggregate amounts of RMB543,314,000 and RMB112,023,000
respectively, which had been past due, to certain asset
management companies in the PRC during the year ended 31
December 2018. In addition, bank loans of RMB73,705,000 due
in June 2020 and RMB73,500,000 due in July 2020 (without any
lawsuit) were subsequently transferred to an asset management
company in the PRC in August 2020. Also, in 2017 a bank
assigned its bank loan and interest (including penalty interests)
of RMB148,952,000 and RMB6,925,000 respectively, which had
been past due but without any lawsuit, to an asset management
company in the PRC. At 30 June 2020, the terms of the above
assigned loans remained unchanged. The Group is still in the
process of negotiating with the banks and asset management
companies to renew the terms (including the repayment
schedule) of the outstanding loans and loans assigned.

The Group’s total borrowings are secured by the following
assets of the Group:
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At 31 December
2019
RZZ—hF
+=-—A=+—H
RMB’000
ARETT
(Audited)
(BEZ)

Property, plant and equipment M - BB KRB
Coal mining rights B IR BRI
Inventories rE

945,577 977,170
3,926,522 4,017,884
9,930 11,274

4,882,029 5,006,328

Interim Report 2020 — =&~ THFFHAHRE 59



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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18. BORROWINGS (continuep)

19

60

As at 30 June 2020 and 31 December 2019, 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, 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 Huameiao
Energy, Xingtao Coal, Fengxi Coal, Chongsheng Coal,
Xinglong Coal, Hongyuan Coal, Shuozhou Guangfa, Super
Grace and Oriental Wise. As at 30 June 2020, total borrowings
of approximately RMB4,555,998,000 (31 December 2019:
RMB4,336,124,000) were guaranteed by the Company, certain
subsidiaries of the Company, related parties (Note 22(b)) and/
or Mr. Xu.

CAPITAL, RESERVES AND DIVIDENDS

18. B E &
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shares Amount
g S5
RMB’000
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Authorised EE
At 1 January 2019, 31 December 2019 W-_Z—HAF—HA—H -
and 30 June 2020 —E-NEFEF+A=+—HK
—EEFAA=TH 20,000,000,000 1,763,000
Issued and fully paid ERITRHZ
At 1 January 2019, 31 December 2019 W —-Z—HAF—A—H -
and 30 June 2020 *—h$+—ﬂﬂr—5&
—E-FTFRA=TH 2,493,413,985 211,224
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19. CAPITAL, RESERVES AND DIVIDENDS (conmnuen)

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

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

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

As the convertible securities have no contractual obligation to
repay its principal nor to pay any distributions, they do not meet
the definition for classification of a financial liabilities under IAS
32. As a result, the whole instrument is classified as equity, and
respective distributions if and when declared are treated as
equity dividends.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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During the six months ended 30 June 2020, the Group
elected not to defer distribution payments of approximately
HKD20,444,000 (equivalent to approximately RMB18,653,000)
in respect of current period and prior years (six months ended
30 June 2019: elected to defer distribution payments of
HKD2,903,000 (equivalent to approximately RMB2,563,000) in
respect of the period). As at 30 June 2020, the accumulated
deferred distribution payments of nil (31 December 2019:
HKD17,523,000 (equivalent to approximately RMB15,624,000))
are included in the reserves of the Company available for
distribution.

Merger reserve represents the difference between the
aggregate amount of paid-in capital of the subsidiaries of the
Company and the amount of share capital of the Company
transferred and issued to Fortune Pearl in exchange for the
entire equity interests in all members of the Group as part of the
reorganization on 12 June 2009.

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
liguidation 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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19. CAPITAL, RESERVES AND DIVIDENDS (conrinuen)

Specific reserve maintenance and production funds

According to relevant PRC regulations, the Group is required
to transfer an amount to specific reserve for the maintenance
and production funds and other related expenditures based on
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coal production volume and revenue of shipping business. The Yo BIERBEEEHWT ¢
movement of specific reserve is as follows:
2020 2019
—BIEF —E-NF
RMB’000 RMB’000
ARETF T AR®ET T
(Unaudited) (Unaudited)
(REBER) (CRisE=Z)
Balance at 1 January R—A—HZ&% 176,557 210,799
Provision for the period HR P # 76,322 118,950
Utilisation for the period HNE A (45,694) (66,178)
Balance at 30 June RANA=+H 48k 207,185 263,571

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

Share-based compensation reserve represents value of
employee services in respect of share options granted under
the share option scheme adopted by the Company pursuant
to the sole shareholders written resolutions passed on 12 June
2009.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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19. CAPITAL, RESERVES AND DIVIDENDS (conrinue)

No dividends were paid, declared or proposed during the
current and prior periods. The directors of the Company have
determined that no dividend will be paid in respect of the
current interim period.

20. CAPITAL COMMITMENTS

At each reporting date, capital commitments outstanding
not provided for in the condensed consolidated financial

19. X - EEKRE®

AHEMBEHESERNY  ER%ES
EARE - ARRESFEME AT HHHE
IR AR,

20. EAEIE

REME R - WARNEAGAHEEE
R ERBITEARRLT

statements are as follows:

At 30 June | At 31 December

2020 2019

R=-Z=-FF RZF—NF

~A=1H +=—A=+—H

RMB’000 RMB’000

AR®T T ARETT

(Unaudited) (Audited)

(REEER) (BEZ)

Property, plant and equipment Y% - BB RK 2,915 9,653

21. FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

2. EMT A ARETNE

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost are not materially different
from their fair values as at 30 June 2020 and 31 December
2019.

China Qinfa Group Limited FEZEEEHR QA

AEBBAASBEHRATNRZ ST A
ZIREE BER-_T-_TFA=1H
MZT-NFT_A=+—HZ2anEYL
BEAER -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

& B R S B 38 AR P A
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22. RELATED PARTY TRANSACTIONS 2BELRS
The Group has conducted certain transactions with related AEBEASENBEERETETRS
parties of the Group, including (i) Mr. Xu, the ultimate BRE)ERIERBRREREEREERRE

controlling shareholder and his close family members (ii) 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 (Zhuhai) Holding
Co., Ltd (“Tongmei Qinfa”), an associate of the Group; (vi)
Bo Hai Investment Limited (“Bo Hai Investment”), a company
controlled by Mr. Xu; and (vii) Fortune Pearl, the ultimate
holding company of the Company.

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

(INVRITESREXEREERSE : (iR
EEEHNARZESRTHEXEEAR
NE|([RREE])  (VREEERREE
¥l rEMERER AR ([ERR
) (VVASKENEE R RRERE(EE)
ERERARI(TRERE] (ViR EE
SRR EIREGR AR (HERE]
R VIR RIMEEIERAGTER °

AEEREA S F AR CLBES NS
DT

Transaction amount for the
six months ended 30 June

BEAA=1tHLEXRERZ

Receivables/(payables)
outstanding as at

REZEH FEUs,(FEAY) KRB ERR
30 June 31 December
2020 2019 2020 2019
—ECEF —T-hF
—E_EHE —E-NF AA=+H |+=ZA=+—H
RMB’000 RMB’000 RMB’000 RMB’000
ARET T AR®ETTT ARET T AR®ETTT
(Unaudited) (Unaudited) (Unaudited) (Audited)
(REER) (REEER) (REER) (& &EZ)
Sales of coal BHE IR
— Tongmei Qinfa - AR - - - 29,753
Chartering ME
— Tongmei Qinfa - AR = = 1,238 1,220
Purchase of coal R K
— Tongmei Qinfa - AR 2,526 830 (91,547) (149,031)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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22. RELATED PARTY TRANSACTIONS (continuep) 2.BERRZ @
At 30 June | At 31 December
2020 2019
R-ZE-ZF RZZE—NEF
R~A=tH| +t=ZA=+—H
RMB’000 RMB’000
ARETR AREET T
(Unaudited) (Audited)
(REER) (&%)
Guarantees of borrowings provided by &4 R HEEH ZHEIRED
Mr. Xu and his close family members £ E &R 6,924,630 6,934,130
Guarantees of borrowings provided BREFEREERGBIRHED
by Mr. Xu Da and his close family EEER
members 5,654,830 5,662,830
Guarantees of borrowings provided by Z=3 T #IZ A EEER
Qinfa Industry 2,756,250 2,756,250
Guarantees of borrowings provided by &= MRRHTIZ A E EER
Yuanfan Technology 152,000 152,000
Guarantees of borrowings provided by E@izHaIE B4R
Fortune Pearl 2,035,000 2,035,000
Guarantees of borrowings provided by /8% & IR A& B R
Bo Hai Investment 2,035,000 2,035,000
At 30 June | At 31 December
2020 2019
R-B-ZF RZZE—-NF
AA=+tHB| t=ZA=t+—H
RMB’000 RMB’000
AR¥T T AREET T
(Unaudited) (Audited)
(REER) (%)
Guarantees given by the Group for AEFRENTFURKE R
banking facilities obtained by FTEMIRITEEMNER
Tongmei Qinfa 321,994 619,090

66

As at 30 June 2020, the Group’s equity interest in Yangyuan
Guotong Coal Trading and Transportation Co., Ltd. has been
pledged to a bank with respect to banking facilities granted to

Tongmei Qinfa.
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22, RELATED PARTY TRANSACTIONS (conminuen)

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

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
& B R S B 38 AR P A
30 June 2020 —E=FFXA=+H

personnel remuneration are as follows:

22.FAE R

RS

MREEEALEERAHERERRS
BERZEHAKSERSNEOMETHOA
T(BRARAES) - BREEBA LM
TR

Six months ended 30 June
BEXA=1THLA~EA

2020 2019

—ECEF —T-NF

RMB’000 RMB’000

AR® T AREET T

(Unaudited) (Unaudited)

(REER) (REEEZ)

Directors’ fees EEx8e 2,212 2,110
Salaries, allowances and benefits e ERRREYER

in kind 8,475 8,618

Contributions to retirement benefit RIREFET B 5K

schemes 257 372

Equity-settled share-based payments &4 45 & LARR (0 B E A 5K - -

10,944 11,100
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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During the year ended 31 December 2018, there were litigation
claims initiated by the non-controlling shareholders of Xingtao
Coal mine, Fengxi Coal mine and Chongsheng Coal mine
against the Group to demand immediate repayment of funds
provided to the Group in 2011 with an aggregate amount
of approximately RMB134,414,000 before the acquisition of
these coal mines by the Group. The amount of approximately
RMB134,414,000 had already been recognised and offset with
the amounts due from respective non-controlling shareholders
in the consolidated statement of financial position as at 31
December 2018. The directors of the Company are in the
opinion that the Group has a valid ground to defend for the
charge. Up to the date when the condensed consolidated
financial statement are authorised for issue, these litigation
claims are still in progress.

As at 30 June 2020, the directors of the Company are of the
opinion that the provision for the above litigation is sufficient in
the condensed consolidated statement of financial position as
at 30 June 2020.

On 16 December 2019, Yu Lin Zhong Kuang initiated a
litigation claim against the Group to demand for economic
losses in relation to the suspension of construction project
of coal mining infrastructure, of which amount are related to
compensation to the staff costs and equipment costs incurred
during the implementation of the project. The claim amount is
approximately RMB19,899,000. The directors of the Company
are in the opinion that the Group has a valid ground to defend
for the charge, and no provision for the litigation claims has
been provided in the condensed consolidated statement of
financial position as at 30 June 2020. Up to the date when the
condensed consolidated financial statements are authorised for
issue, these litigation claims are still in progress.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

During the year ended 31 December 2019, there was a
litigation claim initiated by Shanxi Yunxin against the Group to
demand immediate repayment of overdue payable in relation
to purchases of consumables and equipment by the Group.
The overall claim amount of approximately RMB63,161,000,
which including the aforesaid payable to this supplier of
approximately RMB54,124,000 and late penalty interest
of approximately RMB9,037,000. Up to the date when the
condensed consolidated financial statements are authorised
for issue, the litigation claim is still in progress. The directors of
the Company are of the opinion that the provision for the above
litigation is sufficient in the condensed consolidated statement
of financial position as at 30 June 2020.

Other than the disclosure of above, as at 30 June 2020, the
Group was not involved in any other material litigation or
arbitration. As far as the Group was aware, the Group had
no other material litigation or claim which was pending or
threatened against the Group. As at 30 June 2020, 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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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CONTINGENT LIABILITIES (conTinueD)

As at the end of each reporting period, the Group has issued
the guarantees to certain banks and another borrowing creditor
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 another
borrowing creditor.

The maximum liability of the Group at 30 June 2020 under the
guarantees issued is a portion of the outstanding amount of
the borrowings of Tongmei Qinfa amounting to approximately
RMB321,994,000 (31 December 2019: RMB619,090,000).

The Settlement Agreement entered into between the Group and
an asset management company contained a default clause
which the Group will be required to repay the outstanding
balance of the original borrowings and interest payable if
the Group fails to repay the new borrowings by instalments
in accordance with the respective repayment schedule.
Particulars of the settlement agreement are disclosed in note
18.

EVENTS AFTER THE REPORTING PERIOD

PT Qinfa Mining Industri, a wholly-owned subsidiary of the
Company, entered into the conditional sale and purchase
agreement in relation to proposed acquisition of 70% equity
shareholding of SDE at an aggregate consideration of
IDR385,000,000 (equivalent to approximately RMB190,000).
Details are set out in note 14(i) and the Company’s
announcement dated 7 August 2020.

China Qinfa Group Limited FEZEEEHR QA

23.

24,

RAE

AL VAN

REREHR  AEEDHAKEBE R
AIRRARBEFHANEERE TRIT RS —
AIEEERAZHER - RIEER - A%
BIERER—TDTHRARENERKRES
ZERTE S —REEBEAERN )

AEBR-_Z_ZFXA=ZTHRBEEL
ERETHEREETARKZERERRE
B4R ARKE321,994,000t(ZE—h45F
+ZA=+—H : AR®¥619,090,0007T)#)

— %5 -

AEBR-HEEEE QARG LNEE R
AEE BEEOGR A AEBERER
FHERRERDHEEFHAMEER
AEERAENRIEENREERR - &
B RIS 18K EE ©

BREMRER
AREZ2EKHBABPT Qinfa Mining

Industrizl VAR EEH=H - "REAE
BERAWESDE 70%KRE - BRER

385,000,000 EE (HHE R H AR
190,0007T) ° s IHEHAKTE14() R AR A
BEHAE_Z-_TFNAL-HHAMH -



REVIEW OF THE INTERIM REPORT

The Group’s interim report for the six months ended 30 June
2020 have not been audited but have been reviewed by the audit
committee of the Board, and by Moore Stephens CPA Limited, the
independent auditor of the Company, in accordance with Hong
Kong Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of
the Entity” issued by the Hong Kong Institute of Certified Public
Accountants.

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

As at 30 June 2020, 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 “SFO”)), which
were required (a) to be recorded in the register required to be kept
by the Company pursuant to section 352 of 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 Issuers (the
“Model Code”) contained in Appendix 10 to the Listing Rules were
as follows:
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Approximate percentage
of issued share capital

Number of shares of the Company (%)
ERARERITRE
RO EE AT (%)
Long Short Long Short
Name of shareholder Nature of interest positions positions positions positions
R E BEME 39 23 39 )
Ms. WANG Jianfei Beneficial Owner 100,000,000 Nil 4.01 Nil
FRIRE L EnEAA E:s e
Mr. XU Da* Beneficial Owner 93,135,251 Nil 3.74 Nil
RERE EnEAA i i
Mr. BAIl Tao Beneficial Owner 50,000,000 Nil 2.01 Nil
SEzpa EnfEAA = Eis
Mr. FUNG Wai Shing Beneficial Owner 45,000,000 (Note 1) Nil 1.80 Nil
BREKEE EnEAA (M 1) =" i
Mr. LAU Sik Yuen Beneficial Owner 500,000 (Note 2) Nil 0.02 Nil
2IHREE EnEAA (H15x2) i =
Notes: P 5E -

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

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

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

Save as disclosed above, as at 30 June 2020, 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.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARE =2

CAPITAL OF THE COMPANY

As at 30 June 2020, the interests and short positions of the persons,
other than a Director or chief executive of the Company, in the
shares and underlying shares of the Company as recorded in the
register of interests required to be kept by the Company pursuant to

Section 336 of the SFO were as follows:
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Approximate percentage
of issued share capital

Number of shares of the Company (%)
ERRBERITREAZ
R EE A E 2 (%)
Long Short Long Short
Name of Director Nature of interest positions positions positions positions
EEpns BEME 39 3 wr RE
Mr. XU Jihua (Note 1) Beneficial owner 14,229,610 Nil 0.57 Nil
REEREM) EREEA E: i
Interest in a controlled 1,203,000,000 Nil 48.25 Nil
corporation
i VNG £ = o
Fortune Pearl (Note 1) Beneficial owner 1,203,000,000 Nil 48.25 Nil
IZEICI ) EnEAA =
Yangyuan Jintong Beneficial owner 215,000,000 Nil 8.62 Nil
Transportation
Corp. Ltd.
FREBYRERAR EnBEEA Eis "
Note: BisE -

1. Mr. XU Jihua is the father of Mr. Xu Da. Mr. XU Jihua is interested in 100% 1.
shareholding of Fortune Pearl International Limited (“Fortune Pearl”),
which in turn is interested in 1,085,000,000 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.
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OTHER INFORMATION
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Save as disclosed above, as at 30 June 2020, 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.

PLEDGE OF SHARES BY THE CONTROLLING
SHAREHOLDER

As at 30 June 2020, Fortune Pearl International Limited, which is
wholly-owned by Mr. Xu Jihua, the controlling shareholder, pledged
a total of 949 million issued ordinary shares (approximately 38.06%
of the issued share capital of the Company) to fulfill the conditions of
secured loans from the lenders owned by certain subsidiaries of the
Group of approximately RMB2,741.3 million.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than pursuant to the Share Option Scheme detailed below, at
no time during the period ended 30 June 2020 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.
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The Company has adopted a Share Option Scheme on 12 June
2009 (the “2009 Share Option Scheme”) and a Share Option
Scheme on 27 June 2018 (the “2018 Share Option Scheme”). The
principal terms of these option schemes are as follows:

On 12 June 2009, the Company adopted the 2009 Share Option
Scheme which shall be valid and effective for a period of ten years
commencing from 12 June 2009. The Company has terminated the
2009 Share Option Scheme and adopted the 2018 Share Option
Scheme pursuant to a resolution passed by the Shareholders at the
general meeting on 27 June 2018. The 2018 Share Option Scheme
shall be valid and effective for a period of 10 years commencing
from 27 June 2018. No further options can be granted pursuant to
the 2009 Share Option Scheme. Nonetheless, options granted prior
to the termination of the 2009 Share Option Scheme shall continue
to be valid and exercisable in accordance with the rules of the
2009 Share Option Scheme. No share options had been granted
under the 2018 Share Option Scheme since its adoption. The major
terms of the 2009 Share Option Scheme and the 2018 Share Option
Scheme (collectively, the “Share Option Schemes”), which are
substantially the same, are set out below.

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.
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The total number of Shares issued and which may be issued upon
exercise of the options granted 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 Schemes do 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 2009 Share Option Scheme to
15 eligible participants of the 2009 Share Option Scheme at the
exercise price HKD1.50 per share (which represents the highest
of (i) the closing price of HKD1.50 per Share as stated in the
Stock Exchange’s daily quotation sheet on the date of grant; (ii)
the average closing price of HKD1.392 per Share as stated in the
Stock Exchange’s daily quotation sheets for the 5 trading days
immediately preceding the date of grant; and (iii) the nominal
value of HKDO.10 per Share). The Options are valid for a period of
10 years from 17 January 2012 to 16 January 2022. None of the
Grantees is a director, chief executive or substantial shareholder of
the Company or an associate (as defined in the Listing Rules) of any
of them.

The Options may be exercisable at any time during the option
period, provided that the maximum number of Options which each
Grantee is entitled to exercise at the below period shall not exceed:
(a) in respect of the period from 17 January 2012 to 16 January

2013, 40% of the total number of Options granted to him;

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

(c) in respect of the period from 17 January 2014 to 16 January
2015, 30% of the total number of Options granted to him.
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On 30 April 2015, the Company has further granted Options
to subscribe for a total of 157,500,000 new ordinary shares of
the Company under the 2009 Share Option Scheme to eligible
participants of the 2009 Share Option Scheme at the exercise price
HKDO0.485 per share (which represents the highest of (i) the closing
price of HKDO0.485 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 HKDO.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 at
the date of grant, 1,500,000 Options were granted to the Directors,
and 156,000,000 Options were granted to eligible participants who
were not directors, chief executive or substantial shareholders of
the Company, nor an associate (as defined in the Listing Rules) of
any of them. Among the eligible participants of 156,000,000 Options
granted, two eligible participants with 22,000,000 Options granted
to them were subsequently appointed as Director on 12 April 2017.
Among the 23,500,000 Options granted to Directors, 3,000,000
Options were lapsed upon resignation of Directors on 4 May 2018,
21 September 2018 and 3 April 2019.

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

(a) in respect of the period from 30 April 2015 to 29 April 2016,

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

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

(c) in respect of the period from 30 April 2017 to 29 April 2018,
30% of the total number of Options granted to him.
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The fair value of options granted on 17 January 2012 and 30
April 2015 under 2009 Share Option Scheme respectively was
determined using the “Binomial Option Pricing Model”. The
significant inputs into the model were:

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

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

e forecast dividend yield — 2.11% and 0% per annum
respectively.

Based on the inputs above to the “Binomial Option Pricing Model”,
the total fair values of the outstanding options as at the grant
date (i.e. 17 January 2012 and 30 April 2015 respectively) was
approximately HKD11,642,000 and HKD28,667,000 respectively.
The “Binomial Option Pricing Model” is designed to assess the fair
value of options and is a common choice among various option
pricing models for assessing the fair value of options. The value of
the options depends on the valuation arrived at based on certain
subjective assumptions on variables. Any changes in the variables
used may cause a substantial effect on the assessment of the fair
value of the options.
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Set out below is further information on the outstanding options
granted under the 2009 Share Option Scheme as at the date of this
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report:
Approximate
Number of share options outstanding percentage
HATEZBRES R of issued
At Lapsed At  Exercised share capital of
Category/Name 1 January during 30 June price the Company
of participant Date of grant 2020  the period 2020 HKD  Exercise period (%)
R R EERH
sa% ot S 22 It St 22 . BRATRA
5/t 4 i BH -A-B  RER%%  AAZ=tH B TEH BRBDL(%)
Executive Directors
YnES
Mr. FUNG Wai Shing 30 April 2015 20,000,000 - 20,000,000 0.485  30/04/2015 to 29/04/2025 0.80
BERTE ZE-0fF “Z-TEMA=TRZE
MA=+A ZEZREMAZTAA
Independent non-executive
directors
BUFHTES
Mr. LAU Sik Yuen 30 April 2015 500,000 - 500,000 0.485  30/04/2015 to 29/04/2025 0.02
ARt —T-n% “_E-h¥MA=TRE
mA=+A ZEZREMAZTAA
Sub-total /)&t 20,500,000 - 20,500,000 0.82
Employees 17 January 2012 2,593,899 - 2,593,899 150 17/01/2012 to 16/01/2022 0.1
| - “E5-AttRE
—ATtA ZEZZf-A15A
30 April 2015 56,000,000 - 56,000,000 0.485  30/04/2015 to 29/04/2025 2.25
—T-1F “F-HE¥MA=TRE
MA=+A ZEZRFEMAZTAA
Sub-total /N&r 58,593,899 - 585933899 2.35
Total &5 79,093,899 - 79,093,389 317

Interim Report 2020 — &~ TEFREIRE 79



OTHER INFORMATION
H 1t & #}

OTHER INFORMATION

No options were granted, exercised or cancelled during the six
months ended 30 June 2020. As at the 30 June 2020, the total
number of share options outstanding is 79,093,899.

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

During the six months ended 30 June 2020, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any listed
securities of the Company.

CORPORATE GOVERNANCE CODE

The Company has complied with the applicable code provisions
in the Corporate Governance Code (the “Code”) as set out in
Appendix 14 to the Listing Rules throughout the six months ended
30 June 2020.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code of conduct regarding the
Directors’ securities transactions. Having made specific enquiries of
all the Directors, the Company confirmed that they have complied
with the Model Code throughout the six months ended 30 June
2020.
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