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4. Model of procurement

The Company established a Category Procurement Management System in which
procurement is managed by category and professionalism, thus realizing separation
between procurement and utilization. Raw materials, fuels, auxiliary materials and
spare parts for production in subsidiaries are all collectively procured by the
Headquarter on a standard and process-oriented platform of procurement and bidding
in a fair and transparent manner. Consequently, efficiency is improved and cost is
lowered.

(1) Cement industry situation

Cement is an important basic building material which is widely used in national
infrastructure construction including railway, highway, airport, water conservancy
projects and other large infrastructure projects, as well as urban real estate
development, rural infrastructure construction and civil construction.

Since 1985, China's annual cement output has been ranking the first in the world.
However, with Chinese economy entering into a state of “New Normal®’, cement
demand in China dropped after reaching the peak in 2014 and cement industry
entered into a phase of overall overcapacity. Since 2016, governments started supply
side structural reform and are on the way to deepen the policy. In 2017, the state
government step up efforts in air pollution prevention and control in Beijing, Tianjin
and Hebei as well as surrounding areas, conducted nationwide environmental
supervision, quarry compliance regulation and expanded areas for peak shifting
production. Therefore, environmental quality was improved to some extent. Some
backward capacity has been phased out of the market. Chinese cement industry saw
a periodic improvement in supply and demand and reasonable recovery in cement
price, driving the prosperity to bounce back.

Early in the year, Ministry of Industry and Information and Technology issued
Implementation Methods on Capacity Replacement in Steel, Cement and Glass
Industry, aiming to improve supply and demand balance through strict control over
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4.3 Property right and controlling relationship between the Company and the
controller of the largest shareholder



Corporate
Bonds
(tranche 1)
(5 years)

5.2 Corporate bond redemption and interest payment

On May 17, 2017, the Company has paid the principal and interest of the 2012
corporate bonds tranche 1 (5 years) on time, and paid in time the interest for 2012
Huaxin Cement Co., Ltd. corporate bonds tranche 1 (7 years). (Please refer to related
announcements at www.sse.com.cn released on May 6, 2017 and May 10, 2017
respectively).

On November 9, 2017, the Company paid in time the interest for 2012 Huaxin Cement
Co., Ltd. corporate bonds tranche 2. (Please refer to related announcement at
www.sse.com.cn released on November 2, 2017).

On August 22, 2017, the Company paid in time the interest for 2016 Huaxin Cement
Co., Ltd. corporate bonds (Please refer to related announcement at www.sse.com.cn
released on August 15, 2017).

5.3 Information of the credit rating organization

On April 18, 2017, the credit rating organization (China ChengXin Rating Co., Ltd.)
issued "Huaxin Cement Co., Ltd. 2012 Corporate Bonds (the first tranche) Tracking
Rating Report (2017)" and "Huaxin Cement Co., Ltd. 2012 Corporate Bonds (the
second tranche) Tracking Rating Report (2017)", both the main credit rating and bond
credit rating of the Company were maintained at AA +.

On April 18, 2017, the credit rating organization (China ChengXin Rating Co., Ltd.)
issued "Huaxin Cement Co., Ltd. 2016 Corporate Bonds (the first tranche) Rating
Report (2017)", both the main credit rating and bond credit rating of the Company
were at AA +.

The periodic tracking rating report is issued once a year, and the results of the rating
and the report are released within two months after the disclosure of the Company's
annual report. The sustained tracking rating result is announced at the website of the
rating organization (http: // www. ccxr.com.cn/index.asp) within 10 working days after
the rating report is issued.

5.4 Financial highlights for the last 2 years

Change over last year

Item 2017 2016 (%)

Asset-liability ratio (%) 57 59 -2
EBITDA/total liabilities




commercial RMX reached 3.193 million m®, increasedby 11.4% year on year. The
overall operating revenue of the Company reached 20.889 billion CNY, increased by
54.44% year on year. The total profits of the Company reached 2.812 billion CNY and
the net profits attributable to the shareholders of the Company reached 2.078 billion
CNY, increased by 248.46% and 359.72% respectively year on year.

2. Reason for the suspension of listing
O Applicable v Inapplicable

3. Situation and reasons for the termination of listing
O Applicable v Inapplicable

4. Explanation on Reasons and Impact of Changing Account Policies, Account
Estimation or Accounting Method.

In 2017, the Ministry of Finance released the Accounting Standard for Business
Enterprises No. 42—Non-current Assets or Disposal Groups Held for Sale and
Operation Termination, revised Accounting Standard for Business Enterprises No.
16—Government Grants and the Notification on Amendment to Formats of Financial
Statements of General Industry and its interpretation (Cai Kuai [2017] 30). The
financial statements 2017 are prepared in accordance with the above standards and
notification, and impacts are as follows:

The content and the reasons of the The items affected The amounts affected
changes in accounting policies

Year end 31 December
2016

The Group recorded the government | Not applicable Not applicable
grants related to operating activities
(except for compensation of loan
interest) in other income in 2017.
The comparative financial
information of 2016 was not restated.

Received compensation on loan Not applicable Not applicable
interest deducted borrowing

expenses in 2017. The comparative
financial information of 2016 was not

restated.
The gains or losses on disposals of | Loss on disposals of 98,858,886
fixed assets and intangible assets assets 2854732

occurred in 2017, were recorded in Non-operating income
gain/loss on disposals of assets. The
comparative financial information of
2016 was restated accordingly.

101,713,618
Non-operating expenses




5. Explanation on Reasons and Impact of Correction of Important Account Mistakes
O Applicable v Inapplicable

6. Compared with the previous annual financial report, the Company’'s specific
explanations on the changes in the scope of consolidation of the financial statements

For details of the major subsidiaries included in the scope of consolidation in the
current year, please see note 8 in the financial statements of the 2017 Annual Report
of the Company.
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