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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

ABOUT THIS REPORT

Through the issuance of this Environmental, Social and Governance
Report, we expect to review the Group’s issues and inadequacies
in fulfilling its social responsibilities and formulating a sustainable
development strategy, thereby summarizing and disclosing to
the stakeholders the performance of the Group, maximizing the
transparency of the Group, and further improving the sustainable
development performance of the Group and the community.

This Environmental, Social and Governance Report has been prepared
in accordance with the latest version of Environmental, Social and
Governance Reporting Guide (the “Guide”) of Appendix 27 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited. Unless otherwise stated, this report covers the overall business
performance of the Group during the period from 1 January 2017 to
31 December 2017, and the scope in the section of environmental
performance disclosure will primarily cover Huameiao Energy - Xingtao
Coal (“Xingtao Coal”) under the Group. As the second Environmental,
Social and Governance Report of the Group, this report further discloses
the environmental performance indicators of Xingtao Coal compared
with the one issued in the last year, and further data disclosure will be
made when the comprehensive data system and internal processes are
more mature.

This report is prepared mainly in accordance with the Group’s internal
statistics, various archive documents and estimations. Should you have
any feedback on this report, please send an email to ir@qginfagroup.com
so that we can further improve our policies in relation to sustainable
development.
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ABOUT THE GROUP

As the leading non-state-owned thermal coal supplier of China, the
Group has been engaged in the operation of integrated coal supply
chain, including coal mining in China, purchase and sales, filtering,
storage, blending and shipping transportation. During the year ended
31 December 2017, the Group continued to focus on these business
activities and expanded its integrated coal supply chain through upward
vertical integration. After purchasing and blending coal from domestic
market of China, the Group resells it to the power plants, cement
plants and coal traders mostly located in Chinese coastal areas. The
coal purchased by the power plants is mainly used in the combustion
process to generate steam for power and heat generation, while in
cement plants, the coal is mainly used in the cement production
process as the main fuel. Compared with the performance of the
previous year, in 2017, the Group restarted its original coal procurement
channels and successfully exploited a procurement channel in Inner
Mongolia. The total purchase of coal in 2017 amounted to 2,834,000
tonnes, of which 857,000 tonnes were for foreign trade and 1,977,000
tonnes were for domestic trade.

As of 31 December 2017, the Group owns and operates five coal
mines in China, located in Shuozhou and Xinzhou, Shanxi Province,
China, respectively. In particular, Xingtao Coal has the largest scale of
construction, with the annual production capacity at 1,500,000 tonnes
and a total area of 4.3 square kilometers. As of 31 December 2017, its
reserves were 72,200,000 tonnes, accounting for 32.20% of the Group’s
total reserves. In terms of annual production, Xingtao Coal’s raw coal
production and commercial coal production reached 2,767,000 tonnes
and 1,798,000 tonnes, respectively, accounting for approximately 41.6%
of the total production. Pursuant to the principle of materiality of HKEX,
as Xingtao Coal accounts for a significant proportion of the Group’s
business, this report will focus on disclosing the business performance
of Xingtao Coal in addition to the overall policy of the Group.
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MESSAGE FROM THE CHAIRMAN

In the past year, the “De-capacity” policy was implemented by Chinese
government against the coal industry, and a total of 250 million tonnes
of excess coal production capacity was reduced, exceeding the original
target of 150 million tonnes. In the “De-capacity” process, besides
accelerating the withdrawal of those long-term suspending “zombie
enterprises”, China reorganized the large coal mines that violated
regulations and had high risk, thereby promoting industry restructuring
and transformation, and improving the overall level. Entering the year
2018, the Guidance for Energy in 2018 has been issued by the National
Energy Administration recently, pointing out that advanced production
capacity will be actively developed in the future and focusing on the
large coal bases located in Shendong, Shanbei, Huanglong and Xinjiang,
etc., so the construction of several large modern coal mines will be
approved orderly. That means high-quality coal production capacity is
expected to be accelerated successively, after the implementing of “De-
capacity” from 2016, and new capacity will be gradually released from
the second quarter of 2018. We also believe that it will help to improve
the supply level of coal, stabilize the coal prices, and give impetus to the
development of the industry.

Depending on the impetus from national policy, as a leading provider
of integrated coal businesses in China, we are always committed to
improving the level of business operations, mining technology and
environmental management for our outstanding performance, on which
we are willing to become the beneficiary in the process of industry
integration. Therefore, during the year, we continued to carry out the
reform and promote the Group’s informatization construction to improve
its degree and level, thereby rationalizing the governance structure and
strengthening the management and control system. Furthermore, we
actively promoted land reclamation to recover the damage caused to
the environment in coal mines construction to the greatest extent, and
provided continuous management and protection to restore the land to
its proper appearance, in order to bring greater returns to the society.

RIE - HERERRE

EFNFE

BE—F BRERRTEERIEER] K
R RFHEBETOBRERR2.5EW - BREN
1.5EMEBRR TR - HEEERNBIETD
HERTMRELRRAEIFEN [EBREME]

S - JRIEVES BT E AR B E K B R AR R AR (F L B
UE  FEUCHEE R R EENER R RERKE -

B A2018%F - BIReERBIITHEARM T (2018F
RERIEEEER)  BRERKEBERERLE
EERE - DABRER - BRb - ERE - TES AR RE
MAEE B ERR —HARBBR(CERE -
EEWE H2016FEEEREFIGRE - BEE
Eﬁ%mﬁ“ﬁtﬁbuﬁ 2018F —EEREH
WERKESENR - BATEEBERREAE
R4 IKE - BERKRER @ BITEERERMH
EaI

SEBRRBREENE N - BAESTEELDN

Bk — B CEERRMEY  —ERNRAED
B %ﬁ?ﬁ?ﬁﬁT&lﬁiﬁEiiﬁﬁm7k$ HjE %
ZEIMEFERIE  KATEELSBELMES

oA BRPMEFAEREETRERA @ #
EJJ%IEE\{EL.:X' EH%IE%M&E%DK
FoomIBIERIBAERE - AT IRER o 1o
ﬁzﬁ%ﬁﬁ%’@biﬁﬂfﬁﬁ 1 IR RR IR R IR IR
HROMIBEZREEE  ANREEBENEERR
ECORIMMEEEAENESR  AHEFREKX
KO3k °

Environmental, Social and Governance Report 2017 —ZE—t & &% - #EREARE

4



e A

‘ 4 China Qinfa Group Limited FEIE#EEERAT

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RiE - HERERRE

Being in the most important period of industry reform, we wish to
demonstrate the Group’s capabilities and commitments by improving
the quality of internal governance and operation, and seize the
opportunities in the harsh era to move forward with the industry.
Meanwhile, we understand that improving the Group’s performance in
sustainable development will effectively control the risks we are facing,
thereby maintaining the Group’s competitiveness. Therefore, in order
to guarantee the long-term development of the Group, the interests of
shareholders and the sustainability of environmental resources, we will
strive to maintain a balance between development and conservation,
and strive for the rapid and orderly development of our business on the
premise of avoiding irreversible damage.

Xu Da
Chairman
27 July 2018
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STAKEHOLDER COMMUNICATION

The Group believes that it is very important to have an effective
communication with stakeholders. Therefore, it communicated with
stakeholders (such as investors, shareholders, employees, suppliers
and customers, etc.) in various forms during the year and collected
opinions for the Group from various circles, so that the management
could formulate the development strategy accordingly.

As for the shareholders, we welcome them to submit their comments
via email or other means. The board of directors regularly reviews
shareholders’ inquiries and respond to them according to the actual
situation. Shareholders may also submit to the board of directors or
the secretary of the Group in writing if they have special inquiries or
suggestions. Except for this, shareholders can also make inquiries
directly to the board of directors at the general meeting. During the year,
the Group held one annual general meeting.

For the employees, the Group believes that their work performance
and learning attitude will be affected by internal factors such as work
environment, colleagues and the Group’s policies. As a result, the
Group has an open mind to encourage employees to actively report
their comments to the management and provide the Group with advice
on improving the business model, thereby improving the operation
performance of the Group.

Additionally, we have also attached great importance to mutual
communications with official institutions, with an expectation
to promote industry development and enhance overall level of
development through concerted efforts. During the year, we have held
various meetings with the officers at provincial level and officers of
district committee and district government at city level, and even signed
relevant cooperation agreements. It is expected that such efforts will
not only propel the progress of the industry but also drive development
of the Group. With unremitting efforts, we have successfully reached
a consensus with government of Shinan District, Qingdao, and signed
a strategic cooperation agreement in the first half of 2018, which is of
significant importance to promoting industrial restructuring as well as
transformation and upgrade.

B A BREARS

HFOERBE
AEEAERFHENEUEBIRES -
AEFRZREARHE (PIIRESE  BRE - B
T HEAREFS) USBRRIR - WU
BEERUEENTE  HFREBRBENTHRE
RIS BB AR -

ERERRTHE  RMABARRBBESKEM
ATRERMER  EFeSEHEMRRER A
REBRBRELOE - REREAFHEHRHEZE
o NAEBEE S AERESTEHAEEM
£ o BRit2S BRTAERRA® LEZRRAE
EZ2FHER - BEFAR - AEBRAFIRRR
BERE -

HRET  AEBMBAEEINIIERRMEEFE
CEXTHRE RFE  SERRFAMARY
& At - AEERDFARANEE - SEET
EHRAEEERRER  AAKERHNIELE
BANER  KEMEINZEELERTEAN
2.

SN - PR EREE S B ZREOR - 2
HETHNBNT  EREETERR  EAAEE
KF - EFAR - BAZRES  THRE KR
MEBSH EEFRHEANAIERZE  HE8
EHBITRESNRE  NBEENER - £F
BTBOBNHZT  RAKDETETHERE
AR BRE-T— \FLFFRT TREAE
Wk BNEDEXGERHE  HEHELARA
ERFEENEE -

Environmental, Social and Governance Report 2017 —ZE—t & &% - #EREARE

4



. A

6 China Qinfa Group Limited FEIZZEEER AT

o

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RiE - HERERRE

Focusing on the long-term interests of shareholders and other
stakeholders, the Group emphasizes accountability and transparency
in the corporate governance principles. The board of directors reviews
performance frequently to ensure that they meet the increasing
expectations of stakeholders and fulfill the commitments to quality
corporate governance.

KEY ISSUES IDENTIFICATION

The Group did not identify the key issues for the issuance of this
report during the year. However, we have learned the key points of
stakeholders’ concerns through continuous communication with them
and collection of opinions in the past, which have been recorded for
future reference. Generally, we determine the correlation of one issue to
our reporting objectives based on its importance to the development of
the Group and its impact on business operations.

In particular, due to the business characteristics of the Group,
advertising, labeling and intellectual property rights are with low
correlation and do not have significant impacts on the Group’s business.
Therefore, no thorough disclosure about them was made in this report.

PERFORMANCE OF THE YEAR

In 2017, resulting from the steady increase of economic efficiency of
the industry, the Group seized the opportunity of coal price recovery
and restarted the coal business. The coal operation and trade
volume increased by 232.6% compared with last year, which was an
encouraging overall performance. In response to the concerns of a
number of stakeholders and to demonstrate the public our performance
in environmental, social and governance, the following paragraphs
describe the Group’s measures and performance indicators during
the year and show its determination to maintain the sustainable
development as well.

« Environmental Aspect

According to the statistics, the power generation of China in 2017
was 6.42 trillion KWH, of which coal power accounted for 64.5%.
In the gradual recovery of the industry, one of the important
factors affecting the development of Chinese coal power is carbon
emission reduction. As a coal production superpower, China has
the responsibility to resort more environmentally friendly and
efficient mining methods to minimize greenhouse gas emissions
and avoid environmental damage. Therefore, in order to cope
with the upgrading and transformation of the industry, we need
to continuously improve energy conversion efficiency and reduce
the carbon emission intensity of coal power. As for the emission of
atmospheric pollutants, we still need to focus on the specificity and
coordination, and adopt locally-selected technologies and mining
methods to minimize the emission of pollutants.
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Relating Environmental Performance Indicators

All the environmental data disclosed herein are data related to
Xingtao Coal. Being one with the largest scale of construction
among all the coal mines of the Group, Xingtao Coal has a
production capacity of 1,500,000 tonnes and a total area of 4.3
square kilometers. As of 31 December 2017, its reserves were
72,200,000 tonnes, accounting for 32.20% of the Group’s total
reserves. In terms of annual production, Xingtao Coal's raw coal
production and commercial coal production reached 2,767,000
tonnes and 1,798,000 tonnes, respectively, accounting for
approximately 41.6% of the total production.

The quantitative measurement of greenhouse gas emissions
(carbon emission) is carried out base on the Guangdong Province
Enterprise (Unit) Carbon Dioxide Emissions Information — Reporting
Guide (2018 Revision) ((BRE (% (Bf1) —ALBRBEMEA-
iR FE M (20185 12 5])) ) prepared by the Guangdong Provincial
Development and Reform Commission and the Guidelines for
the Calculation and Reporting of Greenhouse Gas Emissions by
Coal Producing Enterprises in China (Trial) ({&f B & & 4 & &

¥R ERBEHNZE R EHEKEIER (F17))) prepared by the
National Development and Reform Commission with reference to
international standards, such as 1ISO 14064-1.
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Xingtao Emission
Guangzhou Coal Mine (tonnes of CO,
Scope/activity office in Shanxi equivalent)
e
(mg — S| 1L bz
8E EE BMRLAZE LT SRR =E8)
Scope 1: direct greenhouse gas emissions
BET: ERBEERBHNR
Fossil fuel burning — stationary sources N/A 326.5 37,3941
e REHRE — BlE IR i
Fossil fuel burning — moving sources 62.3 ~
e aRE R E — BBR
Fugitive emissions — underground N/A 37,005.3
mining and post-mining activities ANiE
Greenhouse RPN — H THRLIERES
o Scope 2: Energy indirect greenhouse
gﬁiem|33|on gas emissions
BERBIE  gm: wAmEETRRER
Purchased electricity 74.1 28,327.9 28,402.0
SNEBE S
Total greenhouse gas emissions 136.4 65,659.7 65,796.1
BERBHERAES
Greenhouse gas density 2.2 tonnes/ 0.024 tonne/
BERBEZE employee tonne of raw
2.2 /8T coal
0.024M8 /" ME R B
Guangzhou Xingtao Coal Total
Type of air pollutants office Mine in Shanxi emissions
ZERSRYER BMNBAE LA EEER M E
Nitrogen oxides (kg)
Exhaust gas AALY .(ﬁ%) 8.0 14,310.0 14,318.0
emission Sulfur oxides (kg)
o ety (F3) 0.4 14,310.0 14,310.4
Inhalable particles (kg)
AR ARRRY) (F32) 0.7 5,731.9 5,732.6
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B A BREARS

Category Quantity generated (tonnes)
il EEE (W)
Total hazardous waste? 5.68
EEBEEYHBE?

Density of hazardous waste (calculated based on 0.002

per thousand tonnes of raw coal production)
FEERYTE USTHREEZEEH)
Total non-hazardous waste

Waste
BEY

The data about quantity of non-hazardous
waste generated from Guangzhou office and
Xingtao Coal Mine in Shanxi was not collected

during the reporting year.
BN AE R EERBEN RS FE
IARERABEEEYNELS

Consumption of various energies

BIEEREAE

Xingtao Coal Mine Total
Type Guangzhou office in Shanxi consumption
5l BMNMAE L1 75 5 B 4 MERE
Direct energy (GJ)
HEER (58H) 889.3 4,428.1 5,327.4
Indirect energy
(MWh)
BEEaER (KFEF) 116.2 32,034.3 32,150.5
Energy 0.0TMWh equivalent/tonne
consumption 5.8 MWh equivalent/ of raw coal production
BERMEA Energy density employee 0.01KERZEE,
BERETE 5.8kRREE,BT WAIRIREE
Total water consumption (m3)3
BFEKE (IFHXK)3 330.7
Water consumption density (m®/thousand tonnes of raw coal production)
FREE (LK THREES) 0.1
1 Data about the discharge of moving sources (vehicles) for Xingtao Coal 1 BEREEIHRHEFHENE  AREFE
Mine in Shanxi was not independently collected during the reporting WARB A E LA E R RN Z e IR (EH)
year, since there was no separate statistics on fuel consumption of BERL ©

vehicles.

2 This figure only includes the amount of dusting remnants in Xingtao
Coal Mine in Shanxi.

3 Figure for this year only includes water consumed in coal producing
and domestic water due to the fact that water consumed in Guangzhou
office is supplied by a property management company in regard to
which we have not conducted a survey.

No comparative figures were presented to demonstrate the
achievement of various emission reduction measures since this
year is the first time for the Group to disclose its environmental
performance indicators. We undertake that comparison will be
made in the future reports to monitor the overall performance of
the Group in a bid for further improvement.
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Coal mining

As the local benchmark of coal mines, all the five coal mines of
the Group adopt the advanced technology of longwall mining and
rubberized transportation system. The longwall mining is one of the
four major underground coal mining technologies and is considered
to be more advanced. It is a kind of high-efficiency coal mining
method that mainly uses a shearer to cut coal on a mining work
surface: a rotary cutting drum mechanically cuts on the surface
of the coal seam, then the coal is loaded onto a chain rubberized
conveyor belt, which sends the mined coal to an underground
transportation system to deliver to the ground.

When the conveyor belt is idling, the installation of “auto-stop
devices for underground coal output” by installing the KGK-1
starter sensors in the mines automatically stop the transportation,
realizing the goal of “Engines start when there is coal supply and
stop automatically when supply ceases”. This will not only reduce
electricity consumption, but will also prolong the useful life of
both the conveyor belts and electrical equipment, reducing overall
energy use and greenhouse gas emissions.

Through mechanized coal mining, the Group has achieved efficient
and intensive production, and actively improved production
efficiency and resource recovery rate, thereby reducing energy use
and minimizing greenhouse gas emissions as much as possible.

Land reclamation

Consistent with the guidance of “those who destroys shall reclaim”
issued by the State Council, the Group has commenced reclamation
projects in respect of all of its coal mines for the land compromised
during the course of mine construction and production. The
reclamation project focuses on agriculture, returning land to arable
land by adhering to the principle of “using for agriculture, forestry or
animal husbandry as appropriate”
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The Group’s reclamation commitments include estimated
expenditures on open pit mines and underground mines in
accordance with Chinese regulations and laws. Considering various
factors, including future production and development plans,
geological structure of mining region, and the reserves, the Group
determines the extent, quantity and timing of reclamation and mine
closures. The Group will spend approximately RMB354 million on
reclamation projects for five coal mines over periods of 22, 31, 25,
30 and 30 years respectively. Throughout the process, the Group will
also provide streamlined management and land protection services,
thereby maximizing the economic, social and ecological benefits of
the land.

As at 31 December 2017, the carrying amount of the
Group’s reclamation expenses provision was approximately
RMB105,280,000 (Year 2016: RMB96,458,000).

Environmental compliance management

Strictly complying with the national standards of the PR.C.,
including Environmental Management System Requirements
and Guidelines (GB/T 24001-2016/1SO 14001:2015) and Energy
Management System Requirements and Guidelines (GB/T 23331-
2012), we have established relating environmental management
system and ensured the compliance of employees through
inspections and regular reviews. The Group has also strictly
complied with the requirements of the Environmental Protection
Law of the RR.C. and the Environmental Impact Assessment Law of
the PR.C. to constrain the operation and ensure that the necessity
of environmental protection has been taken into consideration
while developing development strategies.

In terms of greenhouse gas emissions, according to the Ambient
Air Quality Standards of the PR.C. (GB3095-1996), we ensure that
the emissions comply with the requirements of the authorities to
minimize the impact on air quality. In addition, our waste water
discharge policy strictly follows the requirements of the Integrated
Wastewater Discharge Standard of the RR.C. (GB8979-1996) and the
Code for Design of Outdoor Wastewater Engineering (GBJ14-1997)
to strictly control the discharge quality of waste water. In order to
reduce the discharge of waste water, we not only turn to use pump
models that can save more electricity but also reuse treated coal
washing water to reduce the general discharge of waste water.

As for the waste treatment, in order to reduce the impact caused
by the hazardous and non-hazardous waste inevitably produced
in the production process, we have fully complied with the
requirements of Pollution Control Standard for Hazardous Wastes
Incineration of the PR.C. (GB18484-2001), Standard for Pollution
Control on Hazardous Wastes Storage of the PR.C. (GB18597-2001)
and Standard for Pollution Control on Landfill Sites for Hazardous
Waste of the PR.C. (GB18598-2001). Beyond the compliance, the
Group proactively develops techniques for recycling materials and
includes waste with specific uses into resource allocation scheme
so as to reduce the production of waste.
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Governance Aspect

The governance performance of a company is a major factor
in shaping its solid foundation. We believe that only with good
governance capabilities can we take the development of the
company to a far greater position to enable the company to
have long-term development capabilities. Therefore, we attach
importance to the quality of our governance and expect to establish
an efficient, transparent and fair governance structure in addition
to compliance to increase the confidence of stakeholders in the
governance of the Group. As the Group’s highest decision-making
body, the board of directors frequently reviews the corporate
governance practices to ensure that they meet the shareholders’
growing expectations and fulfill the commitments to good corporate
governance.

Employment

We are committed to safeguarding the interests and rights of our
employees and maintaining a harmonious relationship between
employer and employees, because we believe that the Group has
a responsibility to guarantee that the employees’ works is properly
rewarded and that any forced labor or exploitation is prevented.
In addition, we believe that the status of employees is closely
related to the development of the Group. Only the healthy and
selfless employees can promote the continuous development of
the company. Otherwise, it will only slow down the development
of the company and even affect the performance of the business
operations.

Relating HR data:

As at 31 December 2017, the total number of employees in
the Group was 2,027, with an overall male-to-female ratio of
approximately 11:1.

EREBD
—REXNEARARTKAREERNT

ERE - RMERE - RERHHERRE
TRBEENBERTIEERNTR M - Bl
FEBRERZERNED - Bt HAERE
SNEREE AEEAMIER  BEWEYL
= B RALEMERRE  BINENE
HEBWEREDL - FRRERSZIRKE
B EFeTRRNECXEARER  BR
HERRTERSHOHE  URETERD
EEIRZHAEG

BRI E
BHP—BERNREETIRNERES &
BECZENMERE ARRMAEEERER
BEEERETIHNMNHESIAEN@H®R 1
BT RE 5 T MBI F AL - BHN -
BPEAEE IR EEENERE M
W RERE RAIENETL - Ta#ED
CREFRR  TARASHEELENERERE
B BEEREXRKEERHA -

AN EBEE -
HE2017F12A3MH EEE TREHAE
2,027 N BEBZLLHIRAEIT 10

Male Female

S i
Under 16 years old 1655 A N 0 0
16-24 years old 16-24%% 2.22% 0.25%
25-40 years old 25-4073% 38.53% 3.21%
41-59 years old 41-598% 49.24% 4.64%
60 years old or over 60BR A L 1.87% 0.05%
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Male Female

S ey

Management HEE 0.74% 0.05%

Functional departments ik B 0 PT 2.25% 6.36%
Front line departments ATARERFY (‘B35 e P e 4B )

(including local teams, and groups) 70.60% 0

Due to the business characteristics, the Group’s front line business
operations have high physical requirements and the working
environment is relatively strict, so that the front line employees
are all male. The employee turnover of the Group during the year
was 10.06%, mainly from employees in the front line departments,
accounting for about half of the total number of employee turnover.

« Recruitment practices

HR Department coordinates and manages the recruitment
by drafting the recruitment plan of the Group, organizing
the recruitment in each business unit, and designing
qualification requirements for different positions of each
department. According to the scope of recruitment, we divide
the recruitment into two categories: internal recruitment and
external recruitment. The internal recruitment selects from
existing employees in the Group, while external recruitment is
an open recruitment for the public, and the applicants must
pass the written test and interview. In the selecting standard,
we value the behavior and ethics of the employees and take
the professional skills, academic and technical qualifications,
abilities, past experience, actual performance and physical and
psychological conditions of the applicants into consideration.

In terms of compliance, strictly complying with the relevant
requirements of national laws and regulations such as the
Labor Law of the RR.C. and the Labor Contract Law of the RR.C.,
the Group has formulated and implemented the Administrative
Measures for Recruitment to ensure that labor contracts are
signed with all employees, and all forms of discrimination in
gender, ethnicity, religion and age, etc. in recruitment, training
and promotion are eliminated. In the process of signing,
renewing, termination or dissolution of the labor contract, we
will guarantee that all relevant processes are fair, open and
justice through spot checks, regardless of gender, ethnicity or
other factors.
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In addition, the Group has always strictly observed the national
regulations for prohibiting the use of child labor (minors under
the age of 16). In the recruitment, the overall procedure will be
monitored by HR, and applicants will be required to present ID
cards or other valid certificates for verification of age to prevent
child labor from being recruited. All the employees currently
recruited are over 18 years old. We also strictly prohibit any
forced labor in accordance with national regulations to ensure
that employees work on a voluntary basis: we will never detain
employees’ personal certificates, collect entry guarantee
deposits, withhold salaries, or force employees to work by debt,
threats or illegal restrictions on personal freedom, while the
standard employment contract issued by local Labor Bureau is
strictly implemented.

In case of child labor or forced labor discovered, the Group
will report to the police or local Labor Bureau, and provide
appropriate assistance to the litigants, such as returning them
to their original place of residence. The Group endeavors to
ensure that our employees cooperate with the investigations
of the police and Labor Bureau. If it is caused by the Group’s
negligence, the Group will immediately terminate the labor
contract with the litigant and compensate the litigant for the
losses and injuries caused by the incident. However, in case of
fraud, necessary legal measures will be taken by the Group to
punish it.

During the year, the Group neither violated any laws or
regulations relating to the prevention of child labor or forced
labor, including the Labor Law of the RR.C., Special Protection
Regulations for Juvenile Employees, or Prohibition of the Use of
Child Labor, nor was subject to relevant penalties.

Health and safety of employees

Due to the characteristics of our businesses, the health
and safety of employees have always been regarded as
the most important link. The Group has committed to
reducing the possibility of employees’ facing danger for
many years and ensuring the safety of working environment.
Therefore, we continue to improve the operation processes,
including mechanizing some of the processes as much as
possible, reducing the intervention of human resources, and
strengthening the training of employees in occupational safety
to enhance their safety awareness.
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We have strictly observed the relating laws and regulations as
follows:

RiE - HERERRE

BB E T A TRAERDERNER

Safety Law of the PR.C.
(hEARFENBEZ2E)

To standardize the overall
requirements of design, arrangement

Regulation on Safety Supervision of Coal Mines of the PR.C.
(P ARAMBEREZ 2 EG0)

and safety of coal mines
RERBEERORET - ZHRZEUE

Coal Mine Safety Rules of the PR.C.
(REARAMBEEREZ2HE)

Coal Mine Safety Rules
(RIEZZ2RIE)

Regulation on Safety Testing and Inspection of Primary Drainage System

(EHRERR 2 RARERIRE)

To specify equipment inspection
standards for professional reference

Regulation on Safety Testing and Inspection of Air Compressors

(EREHEER2RARERRE)

RAERENRBRENHERAESE

Industrial Standard-Solid Woven Whole-core Fire Resistant Conveyor
Belt
TEIE (BYETAMERXE)

Industrial Standard-Wire (Robe as Core Materials) Fire Resistant
Conveyor Belt

TRIBE GRS %)

Regulation on Inspection and Acceptance of Installation of Equipment

(RELERTRREERYRH)

Regulation on Safety Testing and Inspection of Primary Ventilation
System
(EBRERGZ2RARGRREH)

Catalogue of Testing and Inspection of Safety Equipment Used in Coal
Mine (First Batch)
(RBEERZERERARS B8 (5—4))

To standardize safety requirements
for apparatus, equipment and
systems

REEM - RIBRERNLZE2ER
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Therefore, several internal regulations, including Occupational
Health Management System, Safe Production Responsibility
System, Operation Rules for Different Job Positions and
Operation Rules have been formulated, and the Occupational
Health Management Department is responsible for
supervising relevant units and personnel to ensure that all
the relevant measures have been fully implemented. We have
also customized and distributed protective accessories for
employees, and set up occupational protection facilities in the
workplace to ensure the safety of our employees. Regularly
reviewing the use of labor protection products and the setting
of on-site occupational protection facilities, we believe
that most accidents of the work injuries can be effectively
avoided to guarantee the safety and health of employees. In
addition, we have regularly organized occupational health
physical examinations for the employees to remind them to
pay attention to their physical conditions and avoid industrial
accidents caused by working ill.

For safety trainings, we mainly organize trainings and
demonstrations on the aspects of compliance, protection
measures and disaster prevention and control for employees,
such as “policies and laws and regulations on work safety in
coal mine”, “disciplines and rules within coal mine”, “labour
contracts and labour protections”, “mine ventilation and
disaster prevention and control”, “general situation of mine’,
“self and mutual medical aid” and “trauma emergency”.

If any accident happens, we would follow the established
emergency procedures to arrange appropriate treatment for
the injured staff. In particular, we have entered into Medical
Services Agreement and Coal Mines Rescue Agreement with
Pinglu District Chinese Medicine Hospital and Pinglu District
Mines Rescue Squadron respectively to treat the patients in
the accidents.

During the year, Xingtao Coal operated by Huameiao Energy,
a subsidiary of the Group, was rated as a Class One Safety
Demonstration Coal Mine by China Coal Industry Association,
which represents the recognition to our persistence in safety
operation from the industry and the public.
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Reward the employee’s contribution

We are grateful to the employees for their hard works and
contributions, so a comprehensive compensation and benefits
system has been developed to guarantee their reasonable
compensation and benefits. The Group implements an
employee performance-based incentive system and reviews the
system at fixed period. In addition to the basic salary, the Group
will provide year-end bonuses to the outstanding employees.
The directors believe that the compensation offered by the
Group to employees are competitive, compared with market
standards and practices.

The Group has strictly observed local laws about minimum
wage standard and relevant welfare systems. In addition to
basic social insurance required by national regulations such
as pension, medical care, unemployment, work injury and
maternity, the additional employee benefits, including housing
provident fund and supplementary medical insurance, are
offered to employees to improve their pension and medical
security. Except for the general basic welfare, the Group takes
the inconvenience of coal miners on their way to work into
consideration. Therefore, a special housing allowance is set
up to enable them to move to the vicinity of the coal mine at a
lower cost, and save the transportation costs and time spent
on the way to work. This will not only provide convenience for
employees, but also yield more operational efficiency to the
Group.

In terms of rest periods arrangements, the Employee
Attendance Management System and Employee Rest Periods
Management System have been formulated and implemented.
The Group defines personal leave, sick leave, marriage leave,
bereavement leave, maternity leave, work injury leave, family
leave and annual leave for employees to help balance work and
life. Furthermore, we value the legitimate rights and interests
of female employees and ensure that they can apply leaves for
maternity, breastfeeding and annual gynecological examination
as needed to fulfill their family responsibilities. In order to
thank our employees for their continuous hard works, the
Group holds an annual gala every year to thank them for their
efforts in the past year and present outstanding performance
awards to excellent employees for praise and motivation.
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Encourage the employees to upgrade

We believe that the employees’ development with direct and
positive impact will give the Group more developing impetus.
Therefore, we have always attached great importance to
employees’ training, while we expect to unblock the employees’
development and promotion channel through upgrading
their working skills. In this way, the Group was able to
establish a talent echelon construction system with corporate
characteristics and standardize the employee training
contents.

Relating training data:

SEETE LER
BPEEEINESEARBTERES
BRP) BEEBFRERAZE - A
BUAR BOEIEE TR FLEB
RITETHEE BAEETINERNET
BB BBERNTA  KRESNKEY
EEEXFENATHEERER [
g8 TIHIRE -

AR RS -

Percentage of employees trained (%)

ol E B (%)

Male Female

EEfs 2%

Management BEE 3.80% 0.00%

Functional departments % Be B0 14.90% 6.70%
Front line departments BIARE0PT

(including local teams, and groups) (BIERK X AER) 74.60% 0

Training hours per capita (hours)
ABZ B (/)

Male Female

S gegis

Management EEE 200 0

Functional departments B B 30T 121 80
Front line departments BIAREDPT

(including local teams, and groups) (IR A 85 0

For new employees, training on administrative personnel
system, administrative management system and personnel
management system will offer them a better understanding
of the corporate culture. In addition, existing employees can
also obtain job qualification certificates through other skills
training contents to complete their personal abilities and
further develop in the professional field. Related trainings are
also organized for different grades of employees every year.
For example, we have organized trainings on safe production
responsibility system and fine management for management
of coal mine and coal washery. The personnel department is
also required to keep record of attendance to ensure sufficient
time for participation and thorough understanding of training
contents on the part of employees.
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Except for the general employees, the Group also encourages
the directors to attend internal training and training provided
by independent service providers. Based on the training records
submitted to the Group, directors confirms that they have
obtained and read the training materials during the year under
review and have attended training on various subjects.

Products

The characteristics of commercial coal produced by the Group are

as follows:

RIE - HERERRE

BT —REITH AEBETEZBESH
75 P BB 45 81| X% 98 57 B 755 R PR R B ALY
File REEFRERITARBEOEIE
i SEZCHEANCEFENDES
LBEEEIER L HFEREZ ERH
i 2558l -

EmE

Huameiao Energy

AEBHENBHERRESHNT

Huameiao Energy Huameiao Energy

- Xingtao Coal - Fengxi Coal - Chongsheng Coal

EXRER HEXREER HEXRER

Coal characteristics REEE — W — PR — SR E
Coal seam g 4 9 9
Moisture (%) KD (%) 913-12.11% 2.07-2.90% 8.70-11.84%
Ash (%) R (%) 21.07-29.94% 1 18.36-30.42% 21.25-23.85%
Sulphur (%) EHE(%) 0.76-1.81% 0.31-0.84% 1.78-2.40%
Volatile (%) BRYEE(%) 21.96-27.49% 19.90-29.49% 27.54-28.88%
Calorific value (MJ/kg) wae OkER FTr) 17.30-1813 17.08-22.03 20.36-22.25

Production management £EERE

After being washed and blended, the coal produced by the
Group is mainly sold to power plants, cement plants and coal
traders located in Chinese coastal areas. As an integrated coal
supplier, we offer services to our customers, including coal
mining, purchase and sales, filtering, storage, blending and
shipping transportation. In order to guarantee the quality of
our products and services, we attach great importance to the
processing of each step for perfection.
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B BREARE

Process

B

Method
F

Coal mining

Coal washing

LS

Coal storage

Efficient centralized control of automation systems to increase overall efficiency

2R BB CRRERIE - IR BEYE

The coal dressing and processing procedure will be carried out in a closed loop
circulation system while coarse coal slime will be stored in enclosed rooms
after the dehydration process. This can ensure that finished goods will not be
contaminated by external impurities and thus guarantee the stable quality of the
finished goods

FEMTRFARFRBRASTHET - BUKEOEBNEESERNET =M - #iR
R TERINAMERTE  RFKBOREEER

All coal mines and coal washing plants are equipped with sample preparation
rooms and laboratories conforming to the national standards to conduct analysis
on the quality of coal in operating coal mines as well as scientific tests such as
sieving and float-and-sink test on a regular basis to ensure the reliability of the
coal dressing procedure

BRI IACEBORENEERKBENGRERCRE  SEHL/MEEBRFPOKm
B ETHE S MINHARSEREWAE - BREROEELFA S

A dedicated warehouse and stock feeding system is established. The jetty and

R corridors used to deliver commercial coal are completely enclosed, which can
effectively prevent any external factors from affecting the quality of the clean coal
RAEFEFINENE R RS - W R E S EX N mEEE RER - B XUt E £ IME
REFERKERE

The testing requirements refer to several national standards, FI2Z 2 mAER  (ERAMHOREIR

including Methods for Evaluating the Performance of the MEERERE) (RO BRTE—

Equipment for Coal Sieving, General Rules for Analytical and BHRE) (ER 2K HREFZE)

Testing Methods of Coal, Methods for Determining the Total CEPEMERIE X)) kKR ER

Moisture Content in Coal, Methods for Determining the Minerals RTFE) ERKIZAE -

in Coal and Methods for Determining the Calorific Value of Coal.
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Supply chain management . [HENEE

The percentage of procurement from major suppliers of the AREEBFEHEDMEREBERE ADL
Group is as follows: (N

The percentage of procurement

bRz B D
The largest supplier BRAHER 18.2%
Total of TOP5 suppliers AARHEREE 70.4%

Total number of suppliers e B There are a total of 725 cooperation suppliers,

who are all from China

HAE725HEEHER - 2 EEREREER

Mainly purchasing coal in Chinese market, we have established
stable partnerships with our major suppliers, and most of
them have at least three years business relationships with us,
which have enabled the Group to obtain reliable, high quality
and stable supply of coal and long-term development in this
market.

In order to ensure the health and stability of the entire supply
chain, we will first examine the backgrounds and businesses
of new cooperation suppliers. The legal department and
procurement department of the Group will not only examine
the business scale and financial position of these partners,
but also confirm their scopes of business as permitted by
the business licenses are consistent with the proposed
procurement projects of minerals to ensure such projects are
in compliance with the relevant laws. In addition, to maintain
healthy and sound cooperation for development, the Group
carries out evaluation on suppliers on an annual basis to review
the annual performance of materials suppliers and service
providers, while considering removing disqualified suppliers
from the list of cooperatives.

Apart from procurement projects with specific requirements
due to business operation or those only with single supplier,
at least two or more suppliers will be selected for other
procurement projects to undergo comparisons, including
price comparison between products of similar quality, quality
comparison between similar products and comparison of
reputation between products of similar prices. The Group
strictly monitors the prices and quality of products to ensure
fair and just procurement, while maintaining stable supply of
quality raw materials at reasonable prices.

FERRMEERBRRNMS &
ETBRREEHELTREAERE
HpXZHZEHEREARMNEEL =
FOEBERBER - ERERNEFH
FLARBEBIFTAE  BEREBEN
RRIE - BBRBMELETSERE
B -

RTERBEAHREBENEELEE U
R B ENHER - RMgtESMM
VERRERS - KBRS MRE #BER
TEERELERBE LRI BRI - F
SHRABAEEERRBR AT ZIEEHE
NERBBERYWENEIRE - ABERE
BWEBATHEBED - o BEERRE
BRENAIFER SESFHET
HEBFNE  UBZSMHRRBHEE
BHFERR - AEEB T EROHEE
BNEIERELBR -

BRTRAXGEEMERRERIABE
—HERH HMRBREGEREED
MESIA LM HEFAETLE  BHE
RRSEENEBLE  RFEMNE
EB® . MAFERNEELERSE K
BEEHNEBRLEEEE  UBRRE
THERFRE RA#ERRE 2R
BEMREHE -
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Customer management

The percentage of sales to major customers of the Group is as
follows:

EFER
AEBTIERFPAGEERE ZAD LI
T

The percentage of sales

FribtHEE s B DT
The largest customer BAEFP 12.0%
Total of TOP5 customers AREFEAR 50.3%

We believe that the most effective way to retain customers is to
provide them with the highest quality products.

In order to maintain the quality of commercial coal, the Group
exercises sampling and analysis in every single sales process,
while Coal Quality Management Centre will conduct benchmark
tests with purchasers on a regular basis to collect opinions
regarding the quality of products for future improvement.
Moreover, the Group also engages a third party testing unit with
international qualification in testing for carrying out tests on
our commercial coal to ensure the fair and just test results.

For our corporate customers, including power plants, cement
plants and coal traders, we will definitely sign contracts with
them in accordance with Management Measures for Contracts
of Qinfa Group and effectively fulfill the contents as stipulated
in the contracts to ensure the legitimate interests of both
parties. In the process of cooperation, we inevitably come
into contact with confidential information of these corporate
customers, and we have the responsibility to prevent the
relevant information from leaking out. Therefore, we specify the
access authority for customers’ information and standardizing
the retrieval process of information and documents, with a view
to ensuring proper protection of any relevant information and
data of customers, according to Confidentiality System of Qinfa
Group.

During the year, the Group did not receive any recall case in
respect of the quality of coal products.

PR AZARREEFPNTA  #2
Rt FIRHREENEmM

RTRFEARRESR  SERKSHER
ERPETTIRE R WA MREER
POEREETETEERNR - WEY
EREENER  UHBBREZH-
S - EE TR EE A BRRRERK
F=ZWRAEA - HRMANERRETT
TRl - ERIRBAERAF - RIE

HREMNEPHBEER - B K
BRREZFIBELEETF  RTREES
s AL ESEMARTPE(RE
SEAREEIE BRI AH LIE
BAKWMENAT - ARER FRBRE
o BPEATRSERBIEXELHK
BEM BMBEERERBEENTE
mi e Bt RPARBE(REEBRE
HE)  ASETPENNERER -
WHRHLSEENEXFOEIURE - #
REAEFHEBNER RBIEHERIZ
ZRE

FAAEEYEECARKEREERE
EENEEGEES
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Anti-corruption

We are committed to creating and developing a culture of honesty
and integrity, and we hope that all the employees understand the
importance of integrity to the long-term development of the Group.

In terms of compliance, in addition to strictly complying with the
laws and regulations of the PR.C. on corruption or bribery, all the
employees are required to have an thorough understanding of the
laws on preventing bribery, blackmail, fraud and money laundering,
and to be honest, law-abiding and integrity, thereby maintaining a
high level of professionalism.

In order to implement the requirements of relevant laws and
regulations in business operations, we have formulated clear rules
and regulations in accordance with the requirements of the laws
to clearly clarify the duties and regulations of each department
for the employees to observe at work. In addition, the Group has
adopted a two-pronged approach to provide employees with a
clearer understanding of the importance of business ethics through
the development of the guideline for the Rewards and Punishments
Management for Employees and relevant training courses. In the
Rewards and Punishments Management for Employees, The Group
clearly clarifies that all employees must promise neither to accept
improper remuneration, nor to stipulate or request any bribe or
other improper interests from counter parties of the Group, in order
to avoid conflicts of interest.

During the year, no corruption case relating to the Group or its
employees were discovered.

B A BREARS

RFRELHE
BB NAEMEEREEENEEX
b #ERRBETHEEERZHEERE
LRNEZME -

EEHRTE  BRTERETHEARKLME
BEARERRX B HAVERERIN - &M
MEREEETIRATEED LI - BILEH
T B IEEREF B LSRR S E AN - %
FHWETE FERER  #RaEMNEFEK

RTERBLEPREEERBARERDN
B3R RIOVRBOEGIESR - X T/EM AR
EHE - BREASEMFAINELBE MR
o EETHETIERFARAK- I KE
NEEET » D HlEBHE (AR E TR
BIE) 55| ARREMEBNEIIRE &
BETHERTHERXERNERE - £(2
AIBETHREEE)F  SERETHAEE
TEAGETIRRE MBS - I AA
HEFRNRHEROEXRIEMEEIE S E
b AE R - @R aEER

EFEA - RALRBEHREMEEELHE
EHANESER -
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Social Aspect

Sticking to the principle of “From the Society and For the Society”,
we are convinced that a responsible company will transfer part of
the profits taken from the society to the resources for building the
society, so that the society can have the sustainable development
to provide the company with more ideal long-term development
conditions.

During the year, responding to the national policy of “Targeted
Poverty Alleviation”, we provided assistance to the needy public
to create better living conditions. For example, we signed 10-year
drinking water assistance agreements with the poverty-stricken
villages in Pinglu District, and subsidized RMB700 per year to
relevant families to resolve the difficulties of drinking water, meet
their living needs, and guarantee the safety of drinking water. In
particular, we offered the drinking water assistance expenses for
35 families in Xiamujiao Township, Songgou Village and Baidaogou
Village in 2017, and the total amount needed for the whole year was
paid in full.

In addition, the natural disasters at Pinglu District, such as drought,
heavy rain and hail, caused great losses to many residents. We
followed the national spirit of poverty alleviation and launched a
social donation activity of “Deliver Warmth and Show Love” for the
whole region to assist the public to return to normal life after the
disaster.

HE®s

BA—BERTBMzHe Bzagl HR
Al RE-REAENEES LS PIHREL
MAES  BEHOKASEREENER -
HEAERHERRE  REAGEREHEEMR
B RAGRAT

EFRN BAPLEBEREEKRE] 0K
R RAEFENLGATIERMIED @ 8IEE
ARG - a0 RPETERRE RN
RRNOFMARAKENHE - MEREP
BFEEPARB700THMAL - BORERA
POKRERE  MREEEFE - TRER
RK®ZE - Hf - AR TIAAL -
EaNEAEBBNAFISPITR2017F8
RAKEBER  —RBNBEFAHHR
B e

N AR FERFMERLZSE RRR
KBERENRE  BTIPERWREKNE
Ko BARABRNKERS  E2EEF
[ZORK - BIE0 | M EREES - HBIK
FEXKRMELETLSE -
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Assistance in details: FAERBIERIAT
Project Amount
HH el
Drinking water assistance for Bachigou Village, LRMBY BB KB SRR E R RMB24,500
Shuangnian Township AR 24,5007T
Donation to community of Pinglu District FEEEEE/A RMB10,100
AR¥10,1007TC
Donation to government of Taocun Township, FBEMNBBUTIBR RMB60,000
Pinglu District AR¥60,0007T
Donation to villagers committee of FTERERANRZERBH RMB200,000
Shangmujiao Village, Pinglu District AR#200,0007T
Poverty alleviation fund for Taocun, Pinglu District FEEMENKERIE RMB100,000

AE#100,0007T

As a local responsible company, we expect to provide practical
assistance to local residents in different ways to support the
regional development, improve people’s livelihood, and benefit the
entire region from our development.

LOOKING FORWARD

Striving for progress, we expect to improve the efficiency and develop
both the environmental protection and corporate governance in the
future, to achieve quality development. We will improve the existing
processes and technologies by recruiting advanced technicians to
further reduce the environmental impact, while bringing new thinking
to existing employees and improving the standardization awareness
of coal mine workers to develop their normalized behavioral habits.
Furthermore, we also expect to establish a more scientific and
standardized supplier management system to further regulate the
performance of suppliers while improving procurement efficiency and
cost.

We believe that environmental quality and governance principles should
not be sacrificed for responsible development, but supplement to each
other, while business continuity is supposed to be promoted by creating
a sustainable industry environment.

EREM—REEENDE  RMHLEEE
BIRNT AR EMEREHEREDR - &K
FibERER - WEREMN - FREMRIY
ERBEMNBERTZE -

RERK

BRI —ENRES  FEERKEMRRTHE -
ERBREMPREATHABMES  BRE
mEMER - B S BB ETERMAR
WERBTERM - HE - PREHREZE
MR - BRI RRAB T WA B - RS RIE
TABRELER WRABLENTREE - 1t
S B H BRI R ERE - BRMAEER
EEER  ERERERRMRANFRE - E—
THREHEHARI

HPEE BEENHERY TEZARFEEER
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