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CORPORATE INFORMATION

Headquarters and Principal 
Place of Business in the PRC
Dafanpu Coal Mine
Majiata Village, Xuejiawan Town
Zhunge�er Banner, Erdos City
Inner Mongolia, China

Principal Place of Business in 
Hong Kong
Unit B, 20th Floor
Two Chinachem Plaza
68 Connaught Road Central
Hong Kong

Legal Adviser
Stephenson Harwood
18th Floor, United Centre,
95 Queensway, Hong Kong

Auditor
Ernst & Young
22/F CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

Hong Kong Share Registrar
Computershare Hong Kong Investor Services Limited
Shops 1712�16, 17th Floor
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MANAGEMENT DISCUSSION AND ANALYSIS

2016 monthly average price of 5,000 Kcal thermal coal at the Bohai Rim:
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MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS

Revenue
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MANAGEMENT DISCUSSION AND ANALYSIS

OTHER FINANCIAL INFORMATION

Liquidity and Financial Resources

For the year ended 31 December 2016, the Group�s cash and cash equivalents was mainly used in the development of 
the Group�s Dafanpu Coal Mine, to serve the Group�s indebtedness and to fund the Group�s working capital. The 
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ENVIRONMENTAL, SOCIAL AND 
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ENVIRONMENTAL, SOCIAL AND 
GOVERNANCE REPORT

Material Issues Matrix for Kinetic Mines
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ENVIRONMENTAL, SOCIAL AND 
GOVERNANCE REPORT

2.2	 Provision of quality products
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ENVIRONMENTAL, SOCIAL AND 
GOVERNANCE REPORT

Video surveillance system in coal processing plant

To ensure that the products provided meet customers� requirements and expectations, the Group attaches 
importance to effective communication with customers and actively maintains customer relationships. In 
order to improve our products and services, and adjust our production strategies, we have occasional 
visits, talks and symposiums based on customers� characteristics to understand our customers� opinions 
and feedback. The Group�s Kinetic (Qinhuangdao) Energy Co., Ltd will have a phone call follow-up and 
communicate with every customer for each batch of products.

2.3	 Supplier management and evaluation

To fully improve the supply chain management, the Group has formulated the �Procurement 
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ENVIRONMENTAL, SOCIAL AND 
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Contingency plan

The Group regularly conducts emergency drills regarding fire, flood and geological disasters. The 
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ENVIRONMENTAL, SOCIAL AND 
GOVERNANCE REPORT

The Group pays attention to the impact of production noise on the health of the staff, therefore we 
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ENVIRONMENTAL, SOCIAL AND 
GOVERNANCE REPORT

Food safety in canteen

To regulate the canteen management, the Group formulated the �staff canteen management 
regulations�, �canteen safety management system� and �canteen management system�. All canteen 
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ENVIRONMENTAL, SOCIAL AND 
GOVERNANCE REPORT

Solid Waste

The solid wastes mainly involved in the production and operation of the Group include: slime and coal 
gangue produced during the mining process, waste mineral oil produced during mechanical maintenance 
and waste paper in administration.

Slime and coal gangue
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ENVIRONMENTAL, SOCIAL AND 
GOVERNANCE REPORT

Geological disaster monitoring
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ENVIRONMENTAL, SOCIAL AND 
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6	 Contributing to the society

The Group proactively participates in local community building and cares for living conditions of the residents. 
By improving infrastructure and favoring local residents in the recruitment process, we aims at developing a 
safe, civilized and harmonious community through concerted effort. In 2016, The Group�s Dafanpu Coal Mine 
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Directors and Senior ManagementDirectors and Senior Management

Executive Directors (Cont’d)

Mr. Gu directed and wrote numerous dissertations, including the �Measures for the Administration of Safety 
Production (安全生產管理辦法)� for Fengcheng Mining Bureau (豐城礦務局) of Jiangxi Province, China in 1994 and 
the �Provisional Measures for the Administration of Safety Production (安全生產管理試行辦法)� of Beijing Zhongmei 
Electric Co., Ltd. (北京中煤電氣有限公司) in November 2002, which was then consolidated into the document 
�Zhongmei Electric Installation No. 001 (中煤電氣安裝001
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Directors� ReportDirectors� Report

Directors

The Directors during the year ended 31 December 2016 are:

Executive Directors
Mr. Zhang Li 
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Directors� ReportDirectors� Report

Deed of Non-Competition

Each of the Company�s controlling shareholders and Mr. Zhang Li have confirmed to the Company of his/its 
compliance with the non-competition undertakings given to the Company under the Deed of Non-Competition as 
defined in the Prospectus.

King Lok Holdings Limited, Mr. Zhang Liang, Johnson and Mr. Zhang Li (the �Covenantors�) have entered into a deed 
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Directors� ReportDirectors� Report
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Directors� ReportDirectors� Report

Closure of Register of Members for Special Dividend

The register of members of the Company will be closed from Tuesday, 16 May 2017 to Thursday, 18 May 2017 (both 
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Corporate Governance ReportCorporate Governance Report

The Board of Directors (Cont’d)

Responsibilities of the Board (Cont’d)Responsibilities of the Board (Cont’d)
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Corporate Governance ReportCorporate Governance Report

The Board of Directors (Cont’d)

Directors’ Attendance Records (Cont’d)Directors’ Attendance Records (Cont’d)

The attendance records of individual Directors at the aforementioned Board meetings and at the Company�s Annual 
General Meeting held on 31 May 2016 are set out below:

          Attendance/Number of Meetings
(Board

Meetings)
(Annual General

Meeting)
   

Executive Directors
Mr. Zhang Li (Chairman) 4/4 1/1
Mr. Gu Jianhua (Chief Executive Officer) 4/4 1/1
Mr. Zhang Liang, Johnson 2/4 0/1

Non-Executive Director
Ms. Zhang Lin 4/4 1/1

Independent Non-Executive Directors
Ms. Liu Peilian 4/4 1/1
Mr. Zheng Ercheng 4/4 1/1
Ms. Xue Hui (Note 1) 3/4 1/1
Mr. Shi Xiaoyu (Note 2) 1/4 0/1

Note 1:	 Appointed on 22 April 2016

Note 2: 	 Resigned on 22 April 2016

Chairman and Chief Executive Officer

During the year ended 31 December 2016, the roles of Chairman and Chief Executive Officer of the Company have 
been carried out by different individuals.
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Corporate Governance ReportCorporate Governance Report

Board Committees

Audit CommitteeAudit Committee

The audit committee of the Board was established with effect from the listing date in compliance with Rule 3.21 of 
the Listing Rules. It is responsible for ensuring that the Company has an effective financial reporting and internal 
control system in compliance with the Listing Rules, overseeing the integrity of the financial statements of the 
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Corporate Governance ReportCorporate Governance Report

Risk Management and Internal Controls (Cont’d)

Risk Management and Internal Control SystemsRisk Management and Internal Control Systems
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INDEPENDENT AUDITOR’S REPORT (CONT’D)NDEPENDENT AUDITOR’S REPORT (CONT’D)Key audit matterHow our audit addressed the key audit matter

  Carrying values and impairment assessment of mining rights and property, plant and equipment

The carrying values of the Group’s mining rights and property, plant and equipment (“PPE”) as at 31 December 2 16 were in totl rHK$1,899 million (representing 86% of the totl rassets) and the related amortisation and depreciation charges for the year ended 31 December 2 16 were approximatelyrHK$130 million (representing 67% of profit before taxation). Management has reviewed the amortisation and rights and PPE by taking into consideration factors such as changes in competitive landscape, current and forecasted market prices of coal, production volumes, coal reserves and discount rates which may affect the recoverable amounts and the useful life expectancy of  and afmillion ste rmpaimounts andintiovessessmenaosignificxptn and 
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Consolidated Statement of Consolidated Statement of 
Changes in EquityChanges in Equity
Year ended 31 December 2016

Share 

capital

Share 

premium

Other 

reserves

Statutory 

reserves

Exchange 

reserve

Accumulated 

losses

Total 

equity

RMB�000 RMB�000 RMB�000 RMB�000 RMB�000 RMB�000 RMB�000

(note 27) (note 28(i)) (note 28(ii)) (note 28(iii))
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NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
31 December 2016

2.1	 Basis of preparation (Cont’d)

Basis of consolidation (Cont’d)Basis of consolidation (Cont’d)
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NOTES TO the









Annual Report 2016 87

NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTS
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NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
31 December 2016

2.4	 Summary of significant accounting policies (Cont’d)

Impairment of non-financial assets (Cont’d)Impairment of non-financial assets (Cont’d)

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In 





KINETIC MINES AND ENERGY LIMITED90

NOTES TO the 
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NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
31 December 2016

2.4	 Summary of significant accounting policies (Cont’d)

Income tax (Cont’d)Income tax (Cont’d)
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NOTES TO the consolidatedNOTES TO the consolidated
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NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
31 December 2016

4.	 Operating segment information
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NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
31 December 2016

5.	 Revenue and other income (Cont’d)

Revenue from customers A and C respectively amounted to less than 10% of the revenue of the Group for the 
year ended 31 December 2015.

2016 2015
RMB’000 RMB�000

   

Other income

Government grants 15,780 2,528
Gain on disposal of items of property, plant and equipment 90 768
Interest income 287 223
   

16,157 3,519
   

6.	 Profit/(loss) befor6(loss) befor6(loss) befor 6) Profi0l of itemDit/(loss) b9.762 -4.muner)note 8)):0009>>> BDC 
( )Tj
EMC 
1.8GS03Td
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/99,308
/CS0 cs 0 0 0  scn
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/T1_0 1 Tf
0w
 Tf
-9.762 -99,6450009>>> BDC 
( )Tj
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1.8GS03Td
(Profi-isp186)Tj
/CS1 cs /(loss) b9.762 -Contribu)287
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NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
31 December 2016

10.	 Income tax
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NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
31 December 2016

17.	 Interest in an associate

The following list contains the particulars of an associate as at 31 December 2016, which is an unlisted 
corporate entity whose quoted market price is not applicable:

Percentage of

Particulars 
Place of
incorporation/

ownership
interest

Name
of issued 

shares held
registration
and business

attributable
to the Group Principal activities
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NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
31 December 2016

18.	 Inventories

2016 2015
RMB’000 RMB�000
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31 December 2016

NOTES TO the consolidatedNOTES TO the consolidated
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31 December 2016NOTES TO THE CONSOLIDATEDNOTES TO THE CONSOLIDATEDFINANCIAL STATEMENTSFINANCIAL STATEMENTS

24. Deferred tax (Cont�d)

At 31 December 2016 and 2015, there were no unremitted earnings that would be remitted outside of Mainland China and subject to withholding taxes of the Group�s subsidiaries established in Mainland China.There are no income tax consequences attaching to the payment of dividends by the Company to its shareholders.

25. Accrptuafor reclamation costs

The accrptuafor reclamation costs has been determined based on management�s best estimates. However, as the effect on the land from current mining activities becomes apparent in future periods, the estimate of the 
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31 December 2016

NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS

32.	 Financial instruments by category (Cont’d)

20152015

Financial assets
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31 December 2016

NOTES TO the consolidatedNOTES TO the consolidated
FINANCIAL STATEMENTSFINANCIAL STATEMENTS

34.
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