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

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

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

The Group is a non-state owned thermal coal supplier in China,
and it operates an integrated coal supply chain, including coal
mining, purchase and sales, filtering, storage, blending and shipping
transportation. During the six months ended 30 June 2018, the Group
continued to focus on these business activities. The following sets forth
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Revenue from shipping transportation

The revenue for the shipping transportation segment for the six months
ended 30 June 2018 was RMB92.6 million, representing an increase of
RMB25.7 million or 38.4% from RMB66.9 million for the corresponding
period in 2017. The increase in revenue was primarily due to growth of
the freight shipping rates.

Gross profit and gross profit margin

The Group's gross profit was RMB332.8 million during the six months
ended 30 June 2018 as compared with gross profit of RMB454.7
million during the same period in 2017. Under the circumstances of
stable mining volume and average selling prices of thermal coal, gross
profit margin for the six months ended 30 June 2018 was 17.96% as
compared with gross profit margin 33.19% to the corresponding period
in 2017. The decrease in profit attributable to equity shareholders of
the Company was mainly attributable to the increase in depreciation of
fixed assets and amortisation of coal mining rights after the reversal of
impairment losses in 2017.

Net finance costs

Net finance costs of the Group during the six months ended 30
June 2018 amounted to RMB180.8 million, representing a decrease
of RMB6.0 million or 3.2% from RMB186.8 million during the
corresponding period in 2017. The net finance cost remained constant.

Profit attributable to the equity shareholders of the Company

Profit attributable to the equity shareholders of the Company for the
six months ended 30 June 2018 was RMB96.8 million, as compared
with profit attributable to the equity shareholders of the Company of
RMB151.4 million for the corresponding period in 2017. The decrease
in profit attributable to equity shareholders of the Company was
mainly attributable to the increase in depreciation of fixed assets and
amortisation of coal mining rights after the reversal of impairment
losses in 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS
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BUSINESS REVIEW

Over the years, the coal market had been in trouble and struggled with
depression. It was not until 2017 that the Group recorded a relative good
profit in recent years, mainly attributable to the reversal of impairment
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Given the support from the above, the Group has seen initial results
after only six months’ efforts in utilizing resource appropriately and
intensifying cooperation throughout the Group. It is expected that an
integrated management and operation will enable the Group to improve
quality while seeking for stable development and innovation during the
course of business of the Group, and improve the quality of operation,
service and products.

Disposal of a Vessel

As set out in the announcement dated 4 June 2018, Oriental Wise
Group Limited (the “Vendor”), an indirect wholly-owned subsidiary of
the Group, entered into a memorandum of agreement with Kassian
Maritime Navigation Agency Limited (the “Purchaser”), under which
the Vendor agreed to sell and the Purchaser agreed to buy a vessel
named MV “Oriental Wise” (the “Vessel”) at a total consideration of
USD17,450,000 (equivalent to approximately RMB112,017,000). Upon
the satisfaction of all conditions of the memorandum of agreement, the
completion of the disposal took place on 19 June 2018 in accordance
with the terms and conditions of the memorandum of agreement.
Following the completion, the Vessel ceased to be held by the Company
as an asset of the Group.

Completion of the transaction is expected to decrease the volatility of
cash flows and improve financial position of the Group. Net proceeds
from the disposal will be utilized to repay certain bank borrowings of
the Group. It may reduce the interest expense of daily debts in addition
to liabilities of the Group to achieve financial balance.

Debt Restructuring

As set out in the announcement date 9 August 2018, the Group
and a current creditor reached a loan restructuring proposal for
the repayment of the original debt. According to the proposal, the
current creditor agreed to reduce the original debt by approximately
RMB1,320,790,000 and the Group shall repay the debt in 15 tranches
on a quarterly basis from 20 September 2018. It is expected to reduce
interest expense of debts, improve the financial position of the Group
and enable the Group to make proper capital planning and allocate fund
to programs favourable to the development of the Group.
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As of 30 June 2018, the Group owned and operated five coal mines in
China. The table sets forth certain information about these coal mines.
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goooOboooooooobooooooon

goobODbo0o0ooooobobbooooooon

gd
Location Ownership Site area Production Operation status
capacity
a0 ooooo oo oooo ogooa
(sq. km) (million tonnes)
oooooo ooooo
Huameiao Energy — Xingtao Coal Shuozhou Shanxi 80% 4.3 15 Under operation
oooooooooo oooo ooa
Huameiao Energy — Fengxi Coal Shuozhou Shanxi 80% 24 0.9 Under operation
gooopoooooo opooo ooag
Huameiao Energy — Chongsheng Coal Shuozhou Shanxi 80% 29 0.9 Under operation
gooopoopoooo oooo ooag
Xinglong Coal Xinzhou Shanxi 100% 4.0 0.9 Under development
oooa oooo (Temporarily suspended)
goooooooo
Hongyuan Coal Xinzhou Shanxi 100% 41 0.9 Under operation

oooo

oooo

(Temporarily suspended)
goooooooo

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.
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COAL CHARACTERISTICS

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

godd
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Huameiao
Huameiao Huameiao Energy —
Energy — Energy — Chongsheng
Xingtao Coal Fengxi Coal Coal
oooooao gooooao gooooao
Coal Quality Characteristic gooo oood oood oooad
Seam oo 4 9 9
Moisture (%) 00O (%) 913-1211% 2.07-2.90% 8.70-11.84%
Ash (%) 00O (%) 21.07-29.94% 18.36-30.42% 21.25-23.85%
Sulfur (%) 000 (%) 0.76-1.81% 0.31-0.84% 1.78-2.40%
Volatile Matter (%) 00000 (%) 21.96-27.49% 19.90-29.49% 27.54-28.88%
Energy Content (MJ/kg) ooooooooood 17.30-18.13% 17.08-22.03% 20.36-22.25%
OPERATING DATA HREREEN
Reserves and Resources goooogaa
Huameiao ~ Huameiao ~ Huameiao
Energy — Energy — Energy —
Xingtao Fengxi  Chongsheng Xinglong ~ Hongyuan
Coal Coal Coal Coal Coal Total
ooo ooo ooo
ooo ooo oomo
oooo oooo oooo oooo oooo 0o
Reserves oo
Reserves as at ooooooooooo
1 January 2018 (Mt) 0oooooon
— Proven reserves oooooo 59.94 1453 2120 22.49 3016 154.32
—Probable reserves ooooaoo 12.26 2743 1951 9.53 117 69.90
Total reserves as at ooooooooooo
1 January 2018 (Mt) ooooooooo 72.20 41.96 46.71 32.02 3133 224.22
Less: Total raw coal production for the goooooooooon
period from 1 January 2018 to oooooooooooo na. na.
30 June 2018 (Mt) 0oooooooooo (137) (146) (0.87) ooo 000 (3.70)
Reserves as at 30 June 2018 (Mt) ooooooobooooboooo
ooooo 70.83 40.50 45.84 32.02 3133 220.52
Resources ooo
Resources as at goooooooooo
1 January 2018 (Mt) 0oooooooo 108.58 66.09 70.41 45.96 4178 332.82
Less: Total raw coal production for the Joooooooooon
period from 1 January 2018 to 0oopooooooboo na. na.
30 June 2018 (Mt) oooooooCoon (137) (146) (0.87) 000 000 (3.70)
Resources as at 30 June 2018 (Mt) oooooOooOoooooooo
gopoo 10721 64.63 69.54 45.96 4178 32912
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The following table sets forth the half-year production figures at the
abovementioned mines for the periods indicated:

Six months ended 30 June
goooooooooo

2018 2017

ooooo ooooo
('000 tonnes) | ('000 tonnes)
Raw coal production volume oood oooo oood
Huameiao Energy — Xingtao Coal ooooooobOoo 1,371 1,551
Huameiao Energy — Fengxi Coal oooooOoOo0ogo 1,459 948*
Huameiao Energy — Chongsheng Coal oooooooogo 868 1167
Total ood 3,698 3,666

Six months ended 30 June

ooooooooood

2018 2017

ooooo ooooo

('000 tonnes) | (‘000 tonnes)
Commercial coal production volume ooooo goog gooad
Huameiao Energy — Xingtao Coal ooooooooog 891 1,008*
Huameiao Energy — Fengxi Coal oooooooogn 948 617"

Huameiao Energy — ChoO8F
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Exploration, Mining and Development Expenses

The Group’s exploration, mining and development expenses consist of
the following amounts:
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Six months ended 30 June
godoOoooooooa

2018 2017

oooono oooodo

RMB’000 RMB’000

ooooo googoo

Materials and consumables oO0oooOooo 29,355 30,198
Staff cost oooo 116,672 108,492
Other direct cost gooooo 21,884 26,302
Overhead and others oopoooog 291,229 142,273
Evaluation fee ooo 785 2,708
Total oo 459,925 309,973

Liquidity, Financial Resources and Capital Structure

The Group adopts stringent financial management policies and strives
to maintain a healthy financial condition. The Group funds its business
operations and general working capital by internally generated financial
resources and bank and other borrowings. As at 30 June 2018, the
Group recorded net current liabilities of RMB8,751.4 million.

The Group has taken initiative to enhance the financial flexibility by
diversifying the funding bases and obtain medium term loans to replace
short term loans. The Group is currently negotiating with financial
institutions to renew and extend bank borrowings and consider ways
to improve the Group's working capital. As at 30 June 2018, cash and
cash equivalents of the Group amounted to RMB134.1 million (as at 31
December 2017: RMB80.3 million), representing an increase of 67.00%.
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As at 30 June 2018, the total bank and other borrowings of the Group
were RMB5,965.7 million (at of 31 December 2017: RMB6,045.9
million), which were classified as current liabilities. As a result of
the non-payment of loan principal and interests of RMB3,763.3
million and RMB786.8 million respectively (as at 31 December 2017:
RMB2,805.7 million and RMB435.6 million), borrowings amounting to
RMB269.4 million (as at 31 December 2017: RMB1,499.8 million) due
for repayment after one year which contain a cross default clause that
demands immediate repayment when there is default in any bank
loans repayment are classified as current liabilities. The bank and other
borrowings carried interest at rates ranging from 4.35% to 7.28% (as at
31 December 2017: 4.35% to 7.28%) per annum.

As at 30 June 2018, the Group had total banking facilities of RMB1,816.4
million (as at 31 December 2017: RMB1,806.0 million), of which
RMB1,816.3 million (as at 31 December 2017: RMB1,806.0 million) were
utilised.

As at 30 June 2018, the Group's cash and cash equivalents, except
amounts of RMB0.28 million and RMB83.5 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 2018 was 55.7% (as
at 31 December 2017: 57.9%). T
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Exposure to Fluctuations in Exchange Rates

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

Pledge of Assets of the Group and Guarantee

As at 30 June 2018, the Group's assets in an aggregate amount of
RMB5,767.1 million (as of 31 December 2017: RMB5,794.0 million)
in forms of property, plant and equipment, coal mining rights, lease
prepayments, inventories, trade and bill receivables and bank deposits
were pledged to banks for credit facilities granted to the Group.

Pledge of shares by the controlling shareholder

As at 30 June 2018, Fortune Pearl International Limited, which is
wholly-owned by 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 fulfil the conditions of secured
loans from the lenders owed by certain subsidiaries and an associate of
the Group of approximately RMB4,881.5 million.

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 2018.

DIVIDEND

The directors of the Company do not recommend the payment of
any interim dividend for the six months ended 30 June 2018 (six
months ended 30 June 2017: Nil).

AUDIT COMMITTEE

The Board established an audit committee on 12 June 2009 with
specific written terms of reference. The audit committee consists
of three independent non-executive Directors, namely Mr. HUANG
Guosheng, Mr. LAU Sik Yuen and Mr. XING Zhiying. Mr. LAU Sik Yuen is
the chairperson of the audit committee of the Board. The primary duties
of the audit committee are to review and approve the Group’s financial
reporting process and internal control system.
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An Audit Committee meeting was held on 23 August 2018 to review the
unaudited interim financial statements for the six months ended 30
June 2018 with the management.

CORPORATE GOVERNANCE

The Company has complied with the applicable code provisions in the
Corporate Governance Code as set out in Appendix 14 to the R
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In view of signs of global economic recovery and stable coal price,
an overall favourable market for the whole coal industry is expected
in the second half of the year. Further, the government’s increase in
infrastructure investment will drive the demand for coal from the steel
industry and cement industry. The coal demand is expected to continue
in the second half of the year, which will continue to boost operation
and improve profit of the Group.

Production in the second half of the year is expected to increase
continuously, attributable to the change of mining equipment, adoption
of high-efficiency mining scheme and human resource proposal,
optimization of dig deep devices and fortification of production
management by the mines owned by the Group in the first half of the
year. Meanwhile, balance of supply and demand in the coal industry
may also facilitate coal trading in the second half of the year. Looking
forward, trading volume and profit of the Company is expected to
increase in the second half of the year.

Besides, the Group has also proactively explored other opportunities
for cooperation to expand its business. Supported by favourable
government policies, the Group entered into a strategic cooperation
agreement with the government of Shinan District, Qingdao in the
second quarter, pursuant to which, the Group is entitled to local tax
benefits, in addition to business cooperation in respect of mining
equipment, transportation, logistics and warehouses and coal trading,
symbolizing a good start of its new industry layout.

In the second half of the year, sticking to its target of “higher volume and
revenue as well as improved quality and efficiency”, the Group will be
determined to forge ahead by strengthening controls over production,
sales, trading and management for a long-term quality and effective
development.
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For the sixmonthsended 30June2018 0 0 0000 O0O0O0OOOOOOOO

Six months ended 30 June
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
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For the sixmonths ended 30June 2018 OO 00000 OOOOOOOOO

Six months ended 30 June
Oo00o0ooOooooa

2018 2017
ooooo ooooo
Notes RMB’000 RMB’000
oo oooon oooon
(Unaudited) (Unaudited)
gooooo oooooo
Profit for the period attributable to: oooooog
Equity shareholders of the Company oopoooood 96,774 151,417
Non-controlling interests ooooo 16,037 5,556
Profit for the period oo0oo 112,811 156,973
Total comprehensive income doooooooooo
for the period attributable to:
Equity shareholders of the Company oooooood 99,920 146,717
Non-controlling interests goooag 16,037 5,556
Total comprehensive income fortheperiod OO O0OO0OOOOO 115,957 152,273
Earnings per share attributable to ooooooooog
the equity shareholders of goopoooo
the Company during the period 10
Basic earnings per share ooooog RMB 3.78 cents | RMB 5.97 cents
0003.780 0O005.970
Diluted earnings per share oooooo RMB 3.71 cents | RMB 5.80 cents
0003.710 0 0 05.800
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

gogoooobood
At30June2018 OO OO0OOOOOOO

At 30 June | At 31 December
2018 2017
oooooo oooooo
00000 | oOooOoDooo
Notes RMB’000 RMB’000
oo ooooo ooooo
(Unaudited) (Audited)
oooooo ooooo
Capital and reserves oooono
Share capital oo 19(a) 211,224 211,224
Perpetual subordinated convertible ooooooooo
securities 19(b) 156,931 156,931
Deficit oo 19(c) (2,208,363) (2,302,131)
Total deficit attributable to equity O0o00o0oooooooooon
shareholders of the Company (1,840,208) (1,933,976)
Non-controlling interests oo0ooao 745,396 729,359
Total deficit ogooo (1,094,812) (1,204,617)

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

Qinfa Group Limited on 23 August 2018.

Xu Da
oo
Director
oo

oboooobOooooooo

Bai Tao
oo
Director
oo

oooobDoOO0ooooooobbobooooo
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Six months ended 30 June
go0o0o0ooooooao

2018 2017

ooooo ooooo

RMB’000 RMB’000

ooooo ooooo

(Unaudited) (Unaudited)

oooooog oooood

Operating activities oood

Cash generated from operations oo0ooooaono 304,281 205,906
Interest paid oooo (78,134) (31,631)
Income tax (paid)/refund Oo0Dmooodoo (3,804) 6,449

N
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1

11

COMPANY BACKGROUND AND BASIS OF
PREPARATION

General information

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

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

1.2 Basis of preparation

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

The condensed consolidated financial statements have been
prepared in accordance with the same accounting policies adopted
in the annual financial statements for the year ended 31 December
2017, except that the Group has applied, for the first time, certain
new International Financial Reporting Standards (“IFRSs”) issued
by the IASB that are effective for the current period, as disclosed in
Note 2.
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1. COMPANY BACKGROUND AND BASIS OF 1. JddddddffOooo

PREPARATION (conTinuED)

1.2 Basis of preparation (continued) 1.2000 0000

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
2017. 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 2017.

The condensed consolidated financial statements are unaudited.

Going concern basis

As at 30 June 2018, the Group's current liabilities exceed its current
assets by approximately RMB8,751,412,000 (31 December 2017:
RMB8,852,285,000) and capital deficiency of RMB1,094,812,000
(31 December 2017: RMB1,204,617,000). As at 30 June 2018,
borrowings and accrued interest amounting to an aggregate
amount of RMB3,763,275,000 and RMB786,794,461 respectively
(31 December 2017: RMB2,805,712,000 and RMB435,551,000
respectively) were not renewed or rolled over upon maturity. The
non-payment of loan principal and interest in accordance with the
scheduled repayment dates caused the banks having the rights to
call for immediate repayment of all borrowings and their respective
interest. In this connection, certain borrowings with scheduled
repayment terms over one year totaling RMB269,360,000 (31
December 2017: RMB1,499,842,000) have been classified as
current liabilities.

As at the date of this report, the Group has not obtained waivers
from the relevant banks on these cross default clauses, but these
banks have not taken any action against the Group to demand
immediate repayment except for as disclosed in Note 23(a)(i).
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oooooOobOoboooocooooon
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08,852,285,0000 00 0 0 000OOADO
1,094,812, 000000 0 0 000 OOADO
O0000D00O01,204,617,0000 00 O O
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1. COMPANY BACKGROUND AND BASIS OF 1. 000000000coo
PREPARATION (conTinuED)
1.2 Basis of preparation (continued) 1.2000 0000
Going concern basis (continued) O0O00000ooo
(iii) In relation to those bank loans that were not renewed or (iD0ODo0ooDOoOo0oooOooooog
rolled over upon maturity or those bank loans that became gbobobobobobobobao
immediately repayable under the cross default clauses, the gobobooobOoboOoooooooo
Group is in the process of negotiating with the relevant banks goooboboobooboonboo
to extend the repayment and renew the loans and to obtain oooobooboooooboooooo
waivers from the lenders for the due payment pursuant to the ooooooood

relevant cross default clauses;

(iv) For borrowings which will be mature before 30 June 2018, the (wvOOOOOOOoOOoOOoOoooooooo
Group will actively negotiate with the banks when they fall due gobobooboobobooooboooooboo
to secure necessary fund to meet the Group’s working capital oobooooobooooboooooo
and financial requirements in the future. The Group has not oooooooooboooooooo
experienced any significant difficulties in renewing most of its oobooooboboooboooooo
short-term borrowings upon their maturities and there is no goboooboobooooboooooo
indication that the banks will not renew the existing short-term gobbooboboooboooboaon
borrowings upon the Group’s request. The directors of the O00o00o0oOOoOoboooooooo

00000000000 ooooo
oooo
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1.

COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

(@)

Going concern basis (continued)

On the basis of the successful implementation of the measures
described above in the foreseeable future and after assessing the
Group's current and forecasted cash positions, the directors of the
Company are satisfied that the Group will be able to meet in full the
Group’'s financial obligations as they fall due for the twelve months
from 30 June 2018. Accordingly, the condensed consolidated
financial statements of the Group have been prepared on a going
concern basis.

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

CHANGES IN ACCOUNTING POLICIES
Overview

The IASB has issued a number of new IFRSs and amendments
to IFRSs that are first effective for the current accounting period
of the Group. Of these, the followings are relevant to the Group'’s
condensed consolidated financial statements:

IFRS 9
IFRS 15

Financial instruments
Revenue from contracts with customers

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

The Group has been impacted by IFRS 9 and IFRS 15 in relation to a
measurement of expected credit losses of the Group's receivables
(mainly the Group's trade receivables) and impacted by IFRS 15
in relation to presentation of contract liabilities. Details of the
changes in accounting policies are discussed in note 2(b) for IFRS 9
and note 2(c) for IFRS 15.

1.
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2. CHANGES IN ACCOUNTING POLICIES (conrinuep)
(a) Overview (continued)

Base on the specific transitional provision set out in IFRS 9 and
IFRS15, the management of the Group had decided not to restate
the comparative figures. Instead, the Group recognised the
cumulative effect of the initial application of IFRS 9 and IFRS 15
as an adjustment to the opening balance of equity at 1 January
2018. The following table gives a summary of the opening balance
adjustments recognised for each line item in the condensed
consolidated statement of financial position that has been
impacted by IFRS 9 and IFRS 15:

00000 « InterimReport2018 DO OOOOOOO

ONSOLIDATED FINANCIAL STATEMENTS
gooooooood
30June2018 10000 OOOON

2. 0000000oo
(@) O Oooo

ooooobooOooooecooooon
oodistgudouooooooon
toooooooooooboboboobofn
OoooooDooOooooooDoboooen
goooooobobODbDi1s0000o0oon
oooooooooooobobooboon
oboooobOoooooboboooooon
oooooooosooooooooon
gisgooboooobooobobooon

At Impact of Impact of At
31 December  application  application 1 January
2017 of IFRS 9 of IFRS 15 2018
ooog oooo
oooooo good oooo
ooo ooood goois0o |(oooooo
oooo ooo ooo oooo

RMB’000 RMB’000 RMB’'000 RMB’000
ooooo ooooo ooooo 00000
Note 2(b) Note 2(c)

00 2(b) 00 2(c)

Trade and bills receivables 00000000000 782,884 (6,152) - 776,732
Current assets oooao 1192177 (6,152) — 1,186,025
Other payables and contract liabilities OO0OoO000oOoOooOon
— Receipts in advance oooono 29,559 — (12,298) 17,261
— Contract liabilities gooooo - - 12,298 12,298
Current liabilities oooo (10,044,462) - — | (10,044,462)
Net current liabilities oooooo (8,852,285) (6,152) - (8,858,437)
Total assets less current liabilities goooooooo 253,780 (6,152) - 247,628
Net liabilities gooa (1,204,617) (6,152) - (1,210,769)
Deficit 0o (2,302,131) (6,152) - (2,308,283)
Total deficit attributable to oooooooo

equity shareholders of the Company oooooo (1,933,976) (6,152) - (1,940,128)
Total deficit oooo (1,204,617) (6,152) - (1,210,769)

Further details of these changes are set out in sub-sections (b) and
(c) of this note.

000000000000 00O0(b)d(c)0
oo
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2. CHANGES IN ACCOUNTING POLICIES (continueD)
(b) IFRS 9 “Financial instruments”

IFRS 9 replaced IAS 39 “Financial instruments: Recognition and
Measurement”. IFRS 9 sets out the requirements for recognising
and measuring financial assets and financial liabilities.

The Group has applied IFRS 9 retrospectively to items that existed
at 1 January 2018. As mentioned above the management of the
Group had decided not to restate the comparative figures based
on the specific transitional provisions set out in IFRS 9 — the Group
has recognised the cumulative effect of initial application as an
adjustment to the opening equity at 1 January 2018.

The following table summarises the impact of transition to IFRS 9
on accumulated losses at 1 January 2018.

2. 000000ooo
(b)OoOoOoOODOOOoOOo9nooooOoOO

oooooooooesobooooooon
o300 oooocooboooomooon
oooooenooooooooooon
gobooobobooon

obOb0oooobOoooooObOoooon
Oooobooocooobooosbooon
oobOoocoooooooooeonnonoan
gooooboboobobobbobofooodad
goooooooooobobobobooooan
goooooooooboboooooogo
ood

ooobOoooooOooooooooon
ooooostoobooooooooon

Accumulated losses RMB’000
oooo ooooo
Recognition of expected credit losses on trade receivables doooooooooooooo (6,152)
Net increase in accumulated losses 00oooooooano

at 1 January 2018 ooooooood (6,152)

Further details of the nature and effect of the changes to previous
accounting policies and the transition approach are set out below:

(i) Classification of financial assets

IFRS 9 categories financial assets into three principal
classification categories: measured at amortised cost, at fair
value through other comprehensive income (“FVTOCI”) and at
fair value through profit or loss (“FVTPL’). These supersede IAS
39's categories of held-to-maturity investments, loans and
receivables, available-for-sale financial assets and financial
assets measured at FVTPL.

Currently the Group does not have any financial assets
classified as FVTOCI and FVTPL. There is no material impact on
the classification of financial assets of the Group.

gooooooooooOoOooooogoo
gooboooboboooooo
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2. 000000O0ooo
(OODODODODOOO9MODODODODO @oo
(M oooo

2. CHANGES IN ACCOUNTING POLICIES (conTinueD)
(b) IFRS 9 “Financial instruments” (continued)
(ii) Credit losses

IFRS 9 replaced the “incurred loss” model in IAS 39 with the
“expected credit loss” (“ECL’) model. The ECL model requires an
ongoing measurement of credit risk associated with a financial
asset and therefore recognises ECLs earlier than under the
“incurred loss” accounting model in IAS 39.

The Group applies the new ECL model to the financial assets
measured at amortised cost (including trade and bills
receivables, other receivables, pledged and restricted deposits
and cash and cash equivalents).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the present value of all expected
cash shortfalls (i.e. the difference between the cash flows due
to the group in accordance with the contract and the cash flows
that the group expects to receive).

The expected cash shortfalls are discounted using the
effective interest rate determined at initial recognition or an
approximation thereof for the financial assets of the Group
where the effect of discounting is material.

The maximum period considered when estimating ECLS is the
maximum contractual period over which the group is exposed
to credit risk.

In measuring ECLs, the Group takes into account reasonable
and supportable information that is available without undue
cost or effort. This includes information about past events,
current conditions and forecasts of future economic conditions.
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2. CHANGES IN ACCOUNTING POLICIES (conTinueD)
(b) IFRS 9 “Financial instruments” (continued)
(ii) Credit losses (continued)

Significant increases in credit risk (continued)

In particular, the following information is taken into account
when assessing whether credit risk has increased significantly
since initial recognition:

failure to make payments of principal or interest on their
contractually due dates;

— an actual or expected significant deterioration in a financial
instrument’s external or internal credit rating (if available);

— an actual or expected significant deterioration in the
operating results of the debtor; and

— existing or forecast changes in the technological, market,
economic or legal environment that have a significant
adverse effect on the debtor’s ability to meet its obligation
to the group.

Depending on the nature of the financial instruments,
the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective basis.
When the assessment is performed on a collective basis, the
financial instruments are grouped based on shared credit risk
characteristics, such as past due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect
changes in the financial instrument’s credit risk since initial
recognition. Any change in the ECL amount is recognised as an
impairment gain or loss in profit or loss. The Group recognises
an impairment gain or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a
loss allowance account.
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2. 000000O0ooo
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2. CHANGES IN ACCOUNTING POLICIES (conTinueD)
(b) IFRS 9 “Financial instruments” (continued)
(ii) Credit losses (continued)

Write-off policy

The gross carrying amount of a financial asset is written off
(either partially or in full) to the extent that there is no realistic
prospect of recovery. This is generally the case when the Group
determines that the debtor does not have assets or sources of
income that could generate sufficient cash flows to repay the
amounts subject to the write-off.

Subsequent recoveries of an asset that was previously written
off are recognised as a reversal of impairment in profit or loss
in the period in which the recovery occurs.

Opening balance adjustment

As a result of this change in accounting policy, the Group has
recognised additional ECLs amounting to RMB6,152,000, which
increased accumulated losses by RMB6,152,000 at 1 January
2018.

The following table reconciles the closing loss allowance
determined in accordance with IAS 39 as at 31 December 2017
with the opening loss allowance determined in accordance with
IFRS 9 as at 1 January 2018.

oooo
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RMB’000
ooooo

As at 31 December 2017 under IAS 39 O0000oooOooooo
OO0oooooooos9od 251,347

Additional credit loss recognised at oooooooobooooo
1 January 2018 on trade receivables oooooooooooog (6,152)

As at 1 January 2018 under IFRS 9 ooodooooDooon

ddoodoooooonoooend 245195
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2. CHANGES IN ACCOUNTING POLICIES (conTinueD)
(b) IFRS 9 “Financial instruments” (continued)

(iii) Transition

Changes in accounting policies resulting from the adoption of
IFRS 9 have been applied retrospectively, except information
relating to comparative periods has not been restated.
Differences in the carrying amounts of financial assets
resulting from the adoption of IFRS 9 are recognised in retained
earnings and reserves as at 1 January 2018. Accordingly, the
information presented for 2017 continues to be reported
under IAS 39 and thus may not be comparable with the current
period.

(c) IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 establishes a comprehensive framework for recognising
revenue and some costs from contracts with customers. IFRS 15
replaces IAS 18 “Revenue”, which covered revenue arising from
sale of goods and rendering of services, and IAS 11 “Construction
Contracts”, which specified the accounting for construction
contracts.

The Group has elected to use the cumulative effect transition
method and has recognised the cumulative effect of initial
application as an adjustment to the opening balance at 1 January
2018. Therefore, comparative information has not been restated
and continues to be reported under IAS 18. As allowed by IFRS 15,
the Group has applied the new requirements only to contracts that
were not completed before 1 January 2018.

The directors of the Company reviewed and assessed the Group’s
sales contracts which has not been completed as at 1 January 2018
based on the facts and circumstances that existed at that date. The
application of IFRS 15 has had no material impact on the Group’s
accumulated losses as at 1 January 2018.
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2. CHANGES IN ACCOUNTING POLICIES (conTinueD)
(c) IFRS 15 “Revenue from Contracts with Customers” (continued)

(i)

Presentation of contract assets and liabilities

Under IFRS 15, a receivable is recognised only if the Group has
an unconditional right to consideration. If the Group recognises
the related revenue before being unconditionally entitled to
the consideration for the promised goods and services in the
contract, then the entitlement to consideration is classified
as a contract asset. Similarly, a contract liability, rather than a
payable, is recognised when a customer pays consideration, or
is contractually required to pay consideration and the amount
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4. SEGMENT REPORTING
(&) Segment results, assets and liabilities

4, 00O 00O
(0000000000

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 and bill payables, other payables
attributable to activities of the individual segments, accrued
reclamation obligations and borrowings managed directly by
the segments.

— Revenue and expenses are allocated to the reportable
segments with reference to revenue generated by those
segments and the expenses incurred by those segments.
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4. SEGMENT REPORTING (conTiNUED)
(a) Segment results, assets and liabilities (continued)

4. 000 0Oooo

(000000000 0ooo

Coal business Shipping transportation Total
oooo oooo 0o
Six months ended Sixmonths ended Sixmonths ended
0oooooooooo ooooooooooo ooooooooooo
30June 30 June 30June 30June 30June 30June
2018 2017 2018 2017 2018 2017
0oooo | ooooo ooooc o0oooo ooood ooooo
goooo goooo goooo goooo gooono goooo
RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB000
0oooo | ooocoo ooooo goooo ooooo goooo
(Unaudited) | (Unaudited) | (Unaudited) | (Unaudited) | (Unaudited) | (Unaudited)
0000O00| COOOOOO| OOOOOOD| DOOOODCO| cOOOCO)| OOOooO
Revenue from external customers gooooo 1,760,793 1303113 92,607 66,895 1,853,400 1,370,008
Reportable segment profit before taxation 0ooooooooo 179,798 338,485 42,359 3,868 222157 342,353
Reversal of impairment losses on goooooooooooo
trade receivables (11,061) (50,324) (116) - (1217 (50,324)
Impairment losses/(reversal of Impairment losses) ooooooooooo
on prepayments and other receivables oooomoooooon 360 (L7574) - - 360 (17574)
At At At At At At
30June | 31December 30June | 31December 30June | 31December
2018 2017 2018 2017 2018 2017
000000 | 000000 | 0DCOO0O0D | 000000 | 000000 (000000
00000 [poooocoO | OOOOOD [poooooo | 00000 jpoooooo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
0oooo | ooooo 0oooc 0oooo ooona ooooo
(Unaudited) (Audited) | (Unaudited) (Audited) | (Unaudited) (Audited)
oooooo o000 | 00O0ODD goooo| cooooo) Ooooo
Reportable segment assets 0000000000
(including interest in an associate) goooooooooo 10583853 | 10,413,230 358,517 434901 | 10942430 | 10848131
Reportable segment liabilities ooooooo (10,433,062) |  (10417611) (820,637) (927113) | (11,253,699) |  (11,344,724)




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
goooooooao
30June2018 10000 OO0ON

4. SEGMENT REPORTING (continuep) 4. J0O0O0Oooo
(b) Reconciliations of reportable segment revenue, profit () D000 O0O0O0O0O00OCOOOOOO
before taxation, assets and liabilities agooog
Revenue RN
Six months ended 30 June
gdooooooooo
2018 2017
goooad goooad
RMB’000 RMB’000
ogooood goood
(Unaudited) (Unaudited)
gooooo gooooo
Reportable segment revenue and consolidatedrevenue OO0 0000000000 1,853,400 1,370,008

Profit before taxation ogoooo
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4. SEGMENT REPORTING (conTiNUED)
(b) Reconciliations of reportable segment revenue, profit

4. 000 0Oooo

(yOoooooooooobOoooooo

before taxation, assets and liabilities (continued) O0000Oooo
Assets 0o
At 30 June | At 31 December
2018 2017
oooooo oooooo
ooooo 0ooO0oooo
RMB’000 RMB’'000
ooooo ooooo
(Unaudited) (Audited)
oooooo ooooo
Reportable segment assets goooooo 10,942,430 10,848,131
Elimination of inter-segment receivables oooooooooo (521,443) (611,511)
Unallocated corporate assets goooooo 47180 61,622
Consolidated total assets goooooao 10,468,167 10,298,242
Liabilities od
At 30 June | At 31 December
2018 2017
oooooo oooooo
ooooo ooooooo
RMB’000 RMB'000
ooooo ooooo
(Unaudited) (Audited)
oooooo ooooo
Reportable segment liabilities goooooco 11,253,699 11,344,724
Elimination of inter-segment payables Oooooooooo (1,077,076) (1,308,551)
Tax payable oooo 243131 282,638
Deferred tax liabilities oooooo 1135134 1178,514
Unallocated corporate liabilities ooooooag 8,091 5,534
Consolidated total liabilities oooooo 11,562,979 11,502,859
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5. REVENUE

Disaggregation of revenue from contracts with customers by service
lines, which are recognised at a point in time, is as follows:

Interim Report2018 0O OO OOOOO

5. 0ud

ooooooooooooooooooo
obooboooboooo

Six months ended 30 June
go0o0oO0oooooooao

2018 2017
ooooo ooooo
RMB’000 RMB’000
ooooao goooad
(Unaudited) (Unaudited)
gooooo oooooo
Sales of coal gooo 1,760,793 1,303,113
Charter hire income goodo 92,607 66,895
1,853,400 1,370,008

6. OTHER INCOME, GAINS AND LOSSES

6. 000D ODOOOO

Six months ended 30 June
dooooooooon

2018 2017

ooooo ooooo

RMB’000 RMB’000

ooooo ooooo

(Unaudited) (Unaudited)
ooooog oooood
Foreign exchange gain/(loss), net oo0bDO0omooooo 2,007 (3,454)

Net gain on disposal of property, ooooooog

plant and equipment ooooooo 13,977 650
Recovery of other receivable previously written off 0Jo0o0ooDooooooog 12,523 —
Recovery of prepayments previously written off oo0o0ooDoooog — 287
Others oo 2,457 1,448
30,964 (1,069)
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7. NET FINANCE COSTS 7.gggoon

Six months ended 30 June
dooooooooon

2018 2017
ooooo ooooo
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)
oooooo oooood
Interest income oooo (16) (195)
Interest on borrowings gooa 198,177 196,075
Interest charge on unwinding of discounts go0oOo0oOoooao 1,415 7526
Less: interest capitalised into property, plant oooDooooooooo
and equipment (Note) ooooooooo (18,743) (16,577)
Finance costs oooo 180,849 187,024
Net finance costs gooooa 180,833 186,829
Note: The borrowing costs have been capitalised at a rate of 6.63% (six oo0bo0oo0ob00o0oooOoee3wW0oo00n
months ended 30 June 2017: 5.25%) per annum. BE 00000000 O0D05.25%)00
8. PROFIT BEFORE TAXATION 8. oo
(a) Profit before taxation is arrived at after charging: (@O000000D0DOO000ad

Six months ended 30 June
goo0oooooooan

2018 2017

ooooo ooooo

RMB’000 RMB’000

ooooo ooooo

(Unaudited) (Unaudited)
oooooo oooood

Depreciation for property, plant and equipment gooooooooo 143,245 80,195
Amortisation of coal mining rights Oo0oOoooo 87154 43185
Amortisation of lease prepayments oooooooo 70 70
Property, plant and equipment written-off oooooooooo 5,437 —
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8. PROFIT BEFORE TAXATION (conTinuED)
(b) Reversal of impairment, net:

8. UU0UOdooo
(byOOOOoooO

Six months ended 30 June
dooooooooon

2018 2017
goooad goooad
RMB’000 RMB’000
goooad gooodad
(Unaudited) (Unaudited)
gooooo gooooo
Reversal of impairment losses on trade receivables dooooooooood (21177) (50,324)
Impairment losses/(reversal of impairment losses) ooooooooo
on prepayments and other receivables ooooooao
oooooooo 360 (17574)
(10,817) (67,898)

9. INCOME TAX CREDIT

9. guonon

Six months ended 30 June
oooooooooon

2018 2017
ooooo ooooo
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)
ooooog oooood
Current tax good
— PRC Corporate Income Tax goooooooag 7971 -
— (Over)/underprovision of PRC Corporate Income tax Ddoooooooood
in prior years (note (iv)) 00000 m oo
0000 d(iv)o (43,674) 670
(35,703) 670
Deferred tax credit ooooono (43,380) (7,781)
Income tax credit ooooo (79,083) (7111)
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10.EARNINGS PER SHARE (continuep) 10000 00ooo

Basic earnings per share (continued)

The calculations of basic earnings per share attributable to ordinary
equity shareholders of the Company for the six months ended 30
June 2018 and 2017 are based on the following data:

O0000Oooo

O00O0o