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Basis for Opinion  
 

We conducted our audit in accordance with China Standards on Auditing 
("CSAs"). Our responsibilities under those standards are further described in 
the Auditor’s Responsibilities for the Audit of the Financial Statements section 
of our report. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our opinion. 
  
We are independent of Huaxin Cement in accordance with the Code of Ethics 
for Professional Accountants of the Chinese Institute of Certified Public 
Accountants ("CICPA Code"), and we have fulfilled our other ethical 
responsibilities in accordance with the CICPA Code. 

 
Key Audit Matters  
 

Key audit matters are those matters that, in our professional judgment, were of 
most significance in our audit of the financial statements of the current period. 
These matters were addressed in the context of our audit of the financial 
statements as a whole, and in forming our opinion thereon, and we do not 
provide a separate opinion on these matters. 
 
Key audit matters identified in our audit are summarised as follows: 

 Impairment of fixed assets 

 Fair value of intangible asset in business combination 

 Recognition of deferred tax assets 
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Key Audit Matters (Cont’d) 

Key Audit Matter How our audit addressed the  
Key Audit Matter 

(I) Impairment of fixed assets  
 
Refer to Note V (17), Note V (26) 
and Note VII 
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Key Audit Matter (Cont’d) How our audit addressed the  
Key Audit Matter (Cont’d) 

(I) Impairment of fixed assets 
(Cont’d) 
 
In the impairment assessment of 
the fixed assets mentioned above, 
recoverable amount of fixed assets 
was determined at the higher of 
the fair value less costs to sell and 
present value of the forecasted 
future cash flows. The preparation 
of discounted cash flow forecast 
involved significant management 
judgement on key parameters (i.e., 
discount rate) and assumptions of 
future operating condition 
including but not limit to sales 
growth rate and gross profit ratio. 
 
We identified the impairment of 
fixed assets as a key audit matter 
by considering its material impact 
to the consolidated financial 
statements and the involvement of 
management significant estimates 
and judgements. 
 

Our audit procedures to assess the 
impairment provision for fixed assets 
included the following: (Cont’d) 
 

- Evaluated the reasonableness of sales 
growth rate by comparing the 
historical sales growth rate of the 
CGU, comparable subsidiaries of 
Huaxin Cement Group and other 
comparable companies in the 
industry; 
 

- Evaluated the reasonableness of 
gross profit rate by comparing the 
historical gross profit rate of the CGU 
and comparable subsidiaries of 
Huaxin Cement Group; 

 

 Reviewed the reasonableness of   
sensitivity analysis prepared by the 
Management for the discount rate, the 
growth rate and gross profit margin, 
considering potential influences of 
reasonable variance of the key 
parameters and assumption. 

 
Base on the procedures performed above, 
we found management’s assessment on 
the impairment of fixed assets to be 
supported by available evidence. 
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Key Audit Matters (Cont’d) 
 

Key Audit Matter (Cont’d) 
 

How our audit addressed the  
Key Audit Matter (Cont’d) 

(II)  Fair value of intangible asset 
in business combination 
 
Refer to Note V (17), Note V (26) 
and VIII (1). 
 
On 24 January 2017, Huaxin 
Cement completed the acquisition 
of Lafarge China Cement Limited’s 
("Lafarge China") certain business 
in South-Western China for a 
consideration of 
RMB1,375,000,000. The acquired 
businesses comprise 97.27% equity 
interest of Chongqing Lafarge Shui 
On Diwei Cement Co., Ltd., 80% 
equity interest of Chongqing 
Lafarge Shui On Water Cement 
Co., Ltd., and 100% equity interest 
of Sommerset Investment Limited, 
Yunnan Lafarge Construction 
Material Investment Holding Ltd., 
Chongqing Lafarge Concrete Co., 
Ltd., and Chongqing Lafarge 
Phoenix Lake Concrete Co., Ltd. 
PRC (hereinafter "the target 
companies"). Fair value of 
identifiable net assets of the target 
companies attributable to Huaxin 
Cement 
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Key Audit Matters (Cont’d) 

Key Audit Matter (Cont’d) 
 

How our audit addressed the  
Key Audit Matter (Cont’d) 

(II)  Fair value of intangible asset 
in business combination (Cont’d) 
 

Huaxin Cement has engaged an 
independent valuer to perform a 
valuation of identifiable net assets. 
The fair value of intangible assets, 
which mainly comprise land use 
rights and mining rights, were 
determined by valuation 
technique. The adoption of 
valuation methods, key 
parameters and future cash flow 
forecast involved management’s 
significant accounting estimates 
and judgements. 
 



 

Benchmark land price method 
was adopted in valuing land use 
rights. To determine the prices 
of land use rights, the valuer 
adjusted the benchmark land 
price 

set 

by local governments 
by considering land usage 
period, regional factors, 
company specific factors and 
marketable factors. 

 

The audit procedure we perform for 
evaluation of the fair value of intangible 
assets include (Cont’d)

:

 
 

 

- In respect of selling price of mineral 
resources, we compared the trading 
data of the comparable products in 
Huaxin Cement Group; 

 

- In respect of exploitation costs and 
operating expenses, we compared 
the historical data of the target 
companies and actual data of 
comparable subsidiaries in Huaxin 
Cement Group; 

 

- In respect of the 

discount rate, we 

referred to relevant guidelines in 
mining industry and assessed the 
reasonableness of discount rate 
based on the operation and industry 
situation; 

 

 Reviewed the reasonableness of 
sensitivity analysis prepared by the 
Management for the discount rate and 
operating assumptions, considering 
potential influences 
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Key Audit Matters (Cont’d) 

Key Audit Matter (Cont’d) 
 

How our audit addressed the  
Key Audit Matter (Cont’d) 

(II)  Fair value of intangible asset 
in business combination (Cont’d) 
 

 Discount cash flow method was 
adopted in valuing the mining 
rights. To determine the present 
value of future cash flow, 
management estimated the 
selling price and exploitation 
cost of mining resources, 
operating expenses and 
applicable discount rate of the 
forecast period. 

 
We identified fair value of 
intangible asset in business 
combination as a key audit matter 
by considering its material impact 
to the consolidated financial 
statements and the involvement of 
management’s significant 
estimates and judgements. 
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Other Information  

Management of Huaxin Cement is responsible for the other information. The 
other information comprises all of the information included in 2017 annual 
report of Huaxin Cement 
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Auditor’s Responsibilities for the Audit of the Financial Statements  
 

Our objectives are to obtain reasonable assurance about whether these financial 

statements as a whole are free from material misstatement, whether due to 

fraud or error, and to issue an auditor’s report that includes our opinion.   

Reasonable assurance is a high level of assurance, but is not a guarantee that an 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

(Cont’d) 

 

 Conclude on the appropriateness of management’s use of the going 
concern basis of accounting and, based on the audit evidence obtained, 
whether a material uncertainty exists related to events or conditions that 
may cast significant doubt on Huaxin Cement’s ability to continue as a 
going concern. If we conclude that a material uncertainty exists, we are 
required to draw attention in our auditor’s report to the related 
disclosures in these financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the 
audit evidence obtained up to the date of our auditor’s report. However, 
future events or conditions may cause Huaxin Cement to cease to 
continue as a going concern.  
 

 Evaluate the overall presentation, structure and content of the financial 
statements, including the disclosures, and whether the financial 
statements represent the underlying transactions and events in a manner 
that achieves fair presentation.  
 

 Obtain sufficient appropriate audit evidence regarding the financial 
information of the entities or business activities within Huaxin Cement to 
express an opinion on the consolidated financial statements. We are 
responsible for the direction, supervision and performance of Huaxin 
Cement Group audit. We remain solely responsible for our audit opinion. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

(Cont’d)
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HUAXIN CEMENT CO., LTD. 
 
II Financial Statement  

 
CONSOLIDATED BALANCE SHEET  
AS AT 31 DECEMBER 2017 
(All amounts in RMB Yuan unless otherwise stated) 
[English Translation for Reference Only] 
 

 
ASSETS Note 

31 December 2017 
Consolidated 

31 December 2016 
Consolidated 

Current assets 
   Cash at bank and in hand VII(1)  3,606,246,276  3,719,378,221 

Financial assets at fair value 
through profit or loss VII(2)    453,990,407       801,555,568 

Notes receivable VII(3)  1,711,160,593  828,792,121 

Accounts receivable VII(4)  642,210,893  502,371,725 

Advances to suppliers VII(5)  225,637,668  66,412,138 

Other receivables VII(6)   379,786,691 211,761,982 

Inventories VII(7)  1,621,482,745  
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CONSOLIDATED BALANCE SHEET (CONT’D)  
AS AT 31 DECEMBER 2017 
(All amounts in RMB Yuan unless otherwise stated) 
[English Translation for Reference Only] 
 

LIABILITIES AND 
SHAREHOLDERS’ EQUITY Note 

31 December 2017 
Consolidated 

31 December 2016 
Consolidated 

Current liabilities 
 

  

Short-term borrowings VII(19)  1,141,500,000  904,000,000 

Notes payable VII(20)  14,450,000  148,902,088 

Accounts payable VII(21)  4,139,575,215  3,132,394,785 

Advances from customers VII(22)  562,705,382  307,809,502 

Employee benefits payable VII(23) 281,087,404 155,094,320 

Taxes payable 

)

)
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COMPANY BALANCE SHEET 
AS AT 31 DECEMBER 2017 
(All amounts in RMB Yuan unless otherwise stated) 
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ASSETS Note 
31 December 2017 

Company 
31 December 2016 

Company 

Current assets 
   Cash at bank and in hand 
 

 2,452,643,578  2,479,003,755 

Financial assets at fair value 
through profit or loss   453,990,407  801,555,568 

Notes receivable 
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LIABILITIES AND 
SHAREHOLDERS’ EQUITY Note 

31 December 2017 
Company 

31 December 2016 
Company 

Current liabilities 
   Short-term borrowings  220,000,000  - 

Accounts payable 
 

280,018,627   337,763,690 

Advances from customers 
 

21,027,466  17,862,536 

Employee benefits payable 
 

29,714,834 44,506,553 

Taxes payable 
 

39,351,347  38,847,912 

Interests payable 
 

109,814,961  140,261,325 

Dividends payable 
 

29,581,523  576,326 

Other payables 
 

1,826,220,501  715,053,105 

Current portion of non-current 
liabilities  1,117,508,420  3,516,269,036 

Total current liabilities 
 

3,673,237,679  4,811,140,483 

  
  

Non-current liabilities 
 

  

Long-term borrowings 
 

2,854,573,061 1,975,979,112 

Debentures payable 
 

3,295,605,346 1,992,645,597 

Provisions 
 

7,551,106 7,160,094 

Deferred income 
 

16,035,000 19,337,667 

Long-term employee benefits 
payable 

 
19,236,904 10,582,771 

Total non-current liabilities 
 

6,193,001,417 4,005,705,241 

    
Total liabilities 

 
9, 866,239,096 8,816,845,724 

    
Shareholders’ equity 

 
  

Share capital 
 

1,497,571,325 1,497,571,325 

Capital surplus 
 

2,908,595,304 2,908,595,304 

Other comprehensive income 
 

25,917,737 19,054,301 

Surplus reserves 
 

761,464,902 588,645,153 

Undistributed profits 
 

4,415,356,360 3,009,735,757 
Total shareholders’ equity 

 
9,608,905,628  8,023,601,840 

    
TOTAL LIABILITIES AND 

SHAREHOLDERS’ EQUITY 
 

19,475,144,724 16,840,447,564 

    

The accompanying notes form an integral part of these financial statements. 
 
Legal representative: 
Mr. Li Yeqing 

Principal in charge of accounting:  
Ms. Kong Lingling 

Head of accounting department:  
Mr. Wu Xin 



 

 - 
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Item Note 

2017 
Company 

2016 
Company 

Cash flows from operating activities    
Cash received from sales of goods or rendering of 

services  1,622,832,192  1,003,219,765  

Refund of taxes and surcharges  230,127  49,959,070  

Cash received from other operating activities  148,410,371 65,552,125 

Sub-total of cash inflows  1,771,472,690 1,118,730,960 

Cash paid for goods and services   1,372,941,364   893,672,266  

Cash paid to and on behalf of employees   205,997,889   146,811,410  

Payments of taxes and surcharges   73,451,066   81,459,057  

Cash paid for other operating activities   25,515,148   44,882,086  

Sub-total of cash outflows   1,677,905,467   1,166,824,819  

Net cash flows from operating activities  93,567,223 -48,093,859  

Cash flows from investing activities    

Cash received from disposal of investments   1,150,000,000   25,000,000  

Cash received from returns on investments  1,603,278,591  305,915,635  

Net cash received from disposal of fixed assets and 
intangible assets   321,966   556,189  

Net cash received from disposal of subsidiaries and 
other business units   -     4,290,000  

Cash received from other investing activities   1,141,588,495   612,237,129 

Sub-total of cash inflows   3,895,189,052  947,998,953  

Cash paid to acquire fixed assets, intangible assets and 
other long-term assets   25,119,452   10,391,783  

Cash paid to acquire investments  800,205,327  826,105,489  

Net cash paid to acquire subsidiaries   1,427,640,000   92,345,766  
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY 
FOR THE YEAR ENDED 31 DECEMBER 2017 
(All amounts in RMB Yuan unless otherwise stated) 
[English Translation for Reference Only] 

 

  

Attributable to shareholders of the Company 

Minority 
interests 

Total 

shareholders’ 
equity Share capital Capital surplus 

Less: 

Treasury 
share 
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Item Share capital Capital surplus 

Less: 
Treasury 

share 

Other 
comprehensive 

income 
Surplus 
reserves 

Retained 
earnings 

Total shareholders’ 
equity 
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III General information 

 
Huaxin Cement Co., Ltd. (the "Company") is a limited liability company incorporated in the 
People's Republic of China (the "PRC"). In 1994, as approved by Hubei Provincial People’s 
Government, the Company’s shares were listed on the Shanghai Stock Exchange. In 2006, 
as approved by the Ministry of Commence of the PRC, the legal status of Company was 
changed to a Sino-foreign joint stock limited company. In May 2011, based on its total share 
capital of 403,600,000 shares at the end of 2010, the Company allotted shares from its 
capital surplus at 10 shares for every 10 shares, amounting to RMB403,600,000. As a result, 
the share capital of the Company increased from 403,600,000 shares to 807,200,000 shares. 
On 4 November 2011, a private placement in A share was completed in which additional 
128,099,928 shares were issued to designated investors. As a result, the total shares of the 
Company increased to 935,299,928. In June 2014, based on its total share capital of 
935,299,928 shares at the end of 2013, the Company allotted shares from its capital surplus 
at 6 shares for every 10 shares, amounting to RMB561,179,957. As a result, the total shares 
of the Company increased to 1,496,479,885. In July 2015, 1,091,440 stock options were 
exercised at RMB9.06 for Phase I stock option in the Company’s equity incentive plan. As a 
result, the total shares of the Company changed to 1,497,571,325, including 972,771,325 A 
shares and 524,800,000 B shares.  
 
The Company and its subsidiaries (together, the "Group") are principally engaged in 
manufacturing and sales of cement. The Group’s revenue is mainly generated in the PRC. 
The address of the Company’s registered office is No. 897, Huangshi Avenue, Huangshi City, 
Hubei Province and the office address is Building B, Huaxin Building, No.426, Gaoxin Avenue, 
East Lake High-tech Development Zone, Wuhan City, Hubei Province. 
 
Principal subsidiaries included in the scope of consolidation are listed in Note IX.  
 
These financial statements were authorised for issue by the Company’s Board of Directors on 
22 March 2018. 

 
IV Basis of preparation of the financial statements 
  

The financial statements are prepared in accordance with the Accounting Standard for 
Business Enterprises - Basic Standard, and the specific accounting standards and other 
relevant regulations issued by the Ministry of Finance on 15 February 2006 and in 
subsequent periods (hereafter collectively referred to as "the Accounting Standard for 
Business Enterprises" or "CAS"), and the disclosure requirements in the Preparation 
Convention of Information Disclosure by Companies Offering Securities to the Public No.15 – 
General Rules on Financial Reporting issued by China Securities Regulatory Commission. 

Management has performed an assessment on the Group’s liquidity, by considering the 
Group’s available banking facilities, the mid-term notes which have been approved for 
issuance by relevant authorities and other alternative financing plans, management is of the 
view that the Group will be able to settle its liabilitior 
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V Summary of significant accounting policies and accounting estimates (Cont’d) 
 

(5) Preparation of consolidated financial statements 
 

The consolidated financial statements comprise the financial statements of the Company and 
all of its subsidiaries. 

 
Subsidiaries are consolidated from the date on which the Group obtains control and are de-
consolidated from the date that such control ceases. 
 
In preparing the consolidated financial statements, where the accounting policies of the 
Company and subsidiaries are inconsistent, the financial statements of the subsidiaries are 
adjusted in accordance with the accounting policies of the Company. For subsidiaries 
acquired from business combinations involving enterprises not under common control, the 
individual financial statements of the subsidiaries are adjusted based on the fair value of the 
identifiable net assets at the acquisition date. 

 
All significant intra-group balances, transactions and unrealised profits are eliminated in the 
consolidated financial statements. The portion of subsidiaries’ equity and the portion of 
subsidiaries’ net profits and losses and comprehensive incomes for the period not attributable 
to Company are recognised as minority interests and presented separately in the 
consolidated financial statements under equity, net profits and total comprehensive income 
respectively. 
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V Summary of significant accounting policies and accounting estimates (Cont’d) 

 
(7) Foreign currency transaction 

 
(a) Foreign currency translation 
 

Foreign currency transactions are translated into the recording currency of each entity of the 
Group, using the exchange rates prevailing at the dates of the transactions. 

 
At the balance sheet date, monetary items denominated in foreign currencies are translated 
into the recording currency of each entity of the Group, using the spot exchange rates on the 
balance sheet date. Exchange differences arising from these translations are recognised in 
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V Summary of significant accounting policies and accounting estimates (Cont’d) 

 
(8) Financial instruments (Cont’d) 
 

(a) Financial assets (Cont’d) 
 
(i)         Classifications of financial assets (Cont’d) 

 

Available-for-sale financial assets are non-derivative financial assets that are either 
designated in this category or not classified in any of the other categories at initial recognition. 
Available-for-sale financial assets are included in other current assets on the balance sheet if 
management intends to dispose of them within 12 months after the balance sheet date. 
 

(ii) Recognition and measurement 
 
Financial assets are recognised at fair value on the balance sheet when the Group becomes 
a party to the contractual provisions of the financial instrument. In the case of financial assets 
at fair value through profit or loss, the related transaction costs incurred at the time of 
acquisition are recognised in profit or loss for the current period. For other financial assets, 
transaction costs that are attributable to the acquisition of the financial assets are included in 
their initially recognised amounts. 

 
Financial assets at fair value through profit or loss and available-for-sale financial assets are 
subsequently measured at fair value. Investments in equity instruments are measured at cost 
when they do not have a quoted market price in an active market and whose fair value cannot 
be reliably measured. Receivables are measured at amortised cost using the effective 
interest method. 

 
The profits or losses arising from the change in the fair value of the financial assets at fair 
value through profit or loss are recognised in the current profits or losses. Interests, cash 
dividends declared and disposal gain or losses are recognised in profit or loss for the current 
period.   

 
Gains or losses arising from change in fair value of available-for-sale financial assets are 
recognised directly in equity, except for impairment losses and foreign exchange gains and 
losses arising from translation of monetary financial assets. When such financial assets are 
derecognised, the cumulative gains or losses previously recognised directly into equity are 
recycled into profit or loss for the current period. The interest of available-for-sale liability 
instruments, calculated in accordance with the actual interest rate method, and cash 
dividends declared by the investee on available-for-sale investments in equity instruments are 
recognised as investment income, which is recognised in profit or loss for the current period.  
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V Summary of signific
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V Summary of significant accounting policies and accounting estimates (Cont’d) 

 
(8) Financial instruments (Cont’d) 
 

(a) Financial assets (Cont’d) 
 

(iv) Derecognition of financial assets 
 

A financial asset 
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V Summary of significant accounting policies and accounting estimates (Cont’d) 
 

(10) Inventories (Cont'd) 
 

(e) Amortisation methods of spare parts, auxiliary materials and turnover materials 
 

Turnover materials include low value consumables and packaging materials. Spare parts, 
auxiliary materials and turnover materials are expensed in full when issued. 

 
(f) Construction contracts 

 
The costs of construction contract are shown as the accumulative cost and recog
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V Summary of significant accounting policies and accounting estimates (Cont’d) 

 
(11) Long-term equity investments (Cont’d) 
 

(b) Subsequent measurement and recognition of related profit and loss 
 

For long-term equity investments accounted for using the cost method, they are measured at 
the initial investment costs, and cash dividends or profit distribution declared by the investees 
are recognised as investment income in profit or loss. 

 
For long-term equity investments accounted for using the equity method, where the initial 
investment cost of a long-term equity investment exceeds the Group’s share of the fair value 
of the investee’s identifiable net assets at the acquisition date, the long-term equity 
investment is measured at the initial investment cost; where the initial investment cost is less 
than the Group’s share of the fair value of the investee’s identifiable net assets at the 
acquisition date, the difference is included in profit or loss and the cost of the long-term equity 
investment is adjusted upwards accordingly. 

 
For long-term equity investments accounted for using the equity method, the Group 
recognises the investment income according to its share of net profit or loss of the investee. 
The Group discontinues recognising its share of the net losses of an investee after the 
carrying amounts of the long-term equity investment together with any long-term interests that 
in substance form part of the investor’s net investment in the investee are reduced to zero. 
However, if the Group has obligations for additional losses and the criteria with respect to 
recognition of provisions under the accounting standards on contingencies are satisfied, the 
Group continues recognising the investment losses and the provisions. The changes of the 
Group’s share of the investee’s owner's equity other than those arising from the net profit or 
loss, other comprehensive income and profit distribution, are recognised in the Group’s equity 
and the carrying amounts of the long-term equity investment are adjusted accordingly. The 
carrying amount of the investment is reduced by the Group’s share of the profit distribution or 
cash dividends declared by an investee. The unrealised profits or losses arising from the 
intra-group transactions amongst the Group and its investees are eliminated in proportion to 
the Group’s equity interest in the investees, and then based on which the investment gains or 
losses are recognised. Any losses resulting from transactions between the Group and its 
investees attributable to asset impairment losses are not eliminated. 

 
(c) Basis for determining existence of control, jointly control or significant influence over 

investees 
 

Control is the power to govern an investee and obtain variable returns from participating the 
investee's activities, and the ability to utilise the power of an in
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V Summary of significant accounting policies and accounting estimates (Cont’d) 
 

(12) Fixed assets (Cont'd) 
 

(d) Basis for identification of fixed assets held under finance leases and related measurement 
  

A lease that transfers substantially all the risks and rewards incidental to ownership of an 
asset is a finance lease. The leased asset is recognised at the lower of the fair value of the 
leased asset and the present value of the minimum lease payments. The difference between 
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V Summary of significant accounting policies and accounting estimates (Cont’d) 
 

(14) Borrowing costs 
 

The borrowing costs that are directly attributable to the acquisition and construction of a fixed 
asset that needs a substantially long period of time for its intended use commence to be 
capitalised and recorded as part of the cost of the asset when expenditures for the asset and 
borrowing costs have been incurred, and the activities relating to the acquisition and 
construction that are necessary to prepare the asset for its intended use have commenced. 
The capitalisation of borrowing costs ceases when the asset under acquisition or construction 
becomes ready for its intended use and the borrowing costs incurred thereafter are 
recognised in profit or loss for the current period. Capitalisation of borrowing costs is 
suspended during periods in which the acquisition or construction of a fixed asset is 
interrupted abn
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V Summary of significant accounting policies and accounting estimates (Cont’d) 

 
(16) Long-term prepaid expenses 
 

Long-term prepaid expenses include mine development cost and other expenditures that 
have been incurred but should be recognised as expenses over more than one year in the 
current and subsequent periods. Long-term prepaid expenses are amortised on the straight-
line basis over the expected beneficial period and are presented at actual expenditure net of 
accumulated amortisation. 
 
Mine development costs refer to expenditures in connection with infrastructure, exploitation 
preparation and removal of debris and trees on mines, removal of non-mining raw materials 
and impurities from ores, after obtaining the right of mining, so as to make it ready for 
exploitation, and are capitalised in the period in which they are incurred.  
 

(17) Impairment of long-term assets 

  

 Fixed assets, construction in progress and intangible assets with finite useful lives, and long-
term equity investments in subsidiaries and associates are tested for impairment if there is 
any indication that an asset may be impaired at the balance date. If the result of the 
impairment assessment indicates that the recoverable amount of the asset is less than its 
carrying amount, a provision for impairment and an impairment loss are recognised for the 
amount by which the asset’s carrying amount exceeds its recoverable amount. The 
recoverable amount is the higher of an asset’s fair value less costs to sell and the present 
value of the future cash flows expected to be derived from the asset. A provision for asset 
impairment is determined and recognised on an individual asset basis. If it is not possible to 
estimate the recoverable amount of an individual asset, the recoverable amount of the CGU 
to which the asset belongs is determined. A group of assets is the smallest group of assets 
(“CGU”) that is able to generate independent cash inflows. 

 

 Goodwill that is separately presented in the financial statements is tested at least annually for 
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V Summary of significant accounting policies and accounting estimates (Cont’d) 
 
(18) Employee benefits (Cont'd) 

 
(d) Share-based payment 

 
Share-based payment refers to a transaction in which the Group grants equity instruments or 
incurs an equity-instrument-based liability in return for employees’ services. The share-based 
payment of the Group is cash-settled share-based payment.  
 
A cash-settled share-based payment 
 
A cash-settled share-based payment shall be measured based on the liability incurred by the 
Group that is calculated and determined on the basis of the shares or other equity 
instruments. For a cash-settled share-based payment, if the right may not be exercised until 
the vesting period ends, or until the specified performance conditions are met. On each 
balance sheet date within the vesting period, the services acquired in the current period shall, 
on the basis of the best estimate of the information about the exercisable right, be recorded 
as current profit or losses and the corresponding liabilities at the fair value of the liability 
incurred by the Group. The fair value shall be re-measured each balanced sheet date prior to 
the relevant liability settlement and each settlement date, and the changes are recognised in 
the current profits and losses.  
 

(19) Profit distribution 
  
 Cash dividends distribution is recognised as a liability in the period in which the dividends are 

approved by the shareholders’ meeting. 

(20) Provisions 
  
 Litigation and mine restoration are recognised when the Group has a present obligation, and 

it is probable that an outflow of economic benefits will be required to settle the obligation, and 
the amount of the obligation can be measured reliably. 

  
 A provision is initially measured at the best estimate of the expenditure required to settle the 

related present obligation. Factors surrounding a contingency such as the risks, uncertainties 
and the time value of money are taken into account as a whole in reaching the best estimate 
of a provision. Where the effect of the time value of money is material, the best estimate is 
determined by discounting the related future cash outflows. The increase in the discounted 
amount of the provision arising from passage of time is recognised as interest expense. 
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V Summary of significant accounting policies and accounting estimates (Cont’d) 
 

(21) Revenue recognition 
  
 The amount of revenue is determined in accordance with the fair value of the consideration 
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V Summary of significant accounting policies and accounting estimates (Cont’d) 
 

(21) Revenue recognition (Cont’d) 
 

(d) Construction contract revenue 
 

When the outcome of a construction contract can be estimated reliably, the contract revenue 
and contract costs are recognised over the period of the contract by reference to the stage of 
completion. The stage of completion is measured by reference to the contract costs incurred 
up to the end of the reporting period as a percentage of total estimated costs for each 
contract.  
 
The outcome of a construction contract can be estimated reliably when all the following 
conditions are satisfied: (i) The total contract revenue can be measured reliably; (ii) it is 
probable that the economic benefits associated with the contract will flow to the entity; (iii) The 
contract costs attributable to the contract can be clearly identified and measured reliably ; and 
(iv) both the contract costs to complete the contract and stage of contract completion at the 
end of the reporting period can be measured reliably . 
 
When the outcome of a construction contract cannot be estimated reliably, contract revenue 
is recognised only to the extent of contract costs incurred that are likely to be recoverable. 
When the contract costs incurred are not recoverable, the contract cost is recognised as an 
expense immediately.  The contract revenue and contract cost is recognised over the period 
of the contract by reference to the stage of completion when the uncertainties on stage of 
completions ceased.  
 
When it is probable that total contract costs will exceed total contract revenue, the expected 
loss is recognised as an expense immediately.  
 
The contract revenue and cost in the current year are recognised as differences between the 
accumulated revenue and cost recognised by reference to completion stage and the 
accumulated revenue and cost recognised in prior periods.   

 

(22) Government grants 

  

 Government grants are the monetary asset that the Group receives from the government for 
free, including tax refund, financial subsidies, etc. 

  
 A government grant is recognised when the conditions attached to it can be complied with 

and the government grant can be received. For a government grant in the form of monetary 
assets, the grant is measured at the amount received or receivable. 

 
The government grants related to assets mean the government assets that are obtained by 
the Group used for purchase or construction or forming the long-term assets by other ways. 
The government grants related to income refer to all the government grants except those 
related to assets.  
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V Summary of significant accounting policies and accounting estimates (Cont’d) 
 

(22) Government grants (Cont’d) 
 
 G
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V Summary of significant accounting policies and accounting estimates (Cont’d) 

 
(27)      Significant changes in accounting policies (Cont’d) 

 
The nature and the reasons of the 

changes in accounting policies (Cont’d) 

The line items affected 

(C
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VI          Tax (Cont’d) 

 
(2) The corporate income tax rate preferences applicable to the subsidiaries are as below: 

  
Huaxin Cement (Tibet) Co., Ltd. and Tibet Huaxin Construction Materials Co., Ltd. are 
manufacturing enterprises established in western development zone of the PRC. Pursuant to 
the circular issued by local authority in 2011, the applicable corporate income tax rate for 
these two entities is 15% from 2011 to 2020. Pursuant to the circular issued by local authority 
in 2014, 40% of income tax is further exempted for enterprises established in Tibet for the 
three years 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(1) Cash at bank and in hand 
 

 31 December 2017  31 December 2016 
    

Cash in hand 2,581,513  1,039,813 
Cash at bank 3,529,727,382  3,641,246,304 
Restricted Cash 73,937,381  77,092,104 

 3,606,246,276  3,719,378,221 

    

Includes: Cash deposited overseas  215,923,859  238,576,055 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
 

(3) Notes receivable 
 

  31 December 2017  31 December 2016 
    

Bank acceptance notes 1,711,160,593  828,792,121 

 
(a) As at 31 December 2017, the pledged notes receivable are as follows: 

 

 31 December 2017 
  
Bank acceptance notes 165,802,127 

 

As at 31 December 2017 notes receivable of RMB165,802,127 was pledged for a group 
entity’s obligation in a finance lease (Note VII(31)).  
 

(b) As at 31 December 2017, notes receivable that has been endorsed or discounted but has not 
yet expired in the Group are as follows: 

 

 
Derecognised 

  
Bank acceptance notes 2,064,506,013 

1,143,804,145  
(4) Accounts receivable 

 
 31 December 2017  
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(4) Accounts receivable (Cont’d) 

 
(a) Accounts receivable ageing analysis is as below: 

 
 31 December 2017             31 December 2016 
    
Within 1 year 540,181,543  337,983,041 
Between 1 and 2 years 45,377,782  89,085,682 
Between 2 and 3 years 47,377,101  74,509,985 
Over 3 years 134,153,257  108,264,641 

    767,089,683   609,843,349 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

  
(6) Other receivable (Cont’d) 

 
(a) Ageing analysis of other receivables is as following: 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
  

(9) Available-for-sale financial assets (Cont’d) 
 

(b) The information related to available-for-sale financial assets’ provision is as following: 
 
 

 
  

Available-for-sale 
equity instruments  

Available-for-sale debt 
instruments  Total 

       
31 December 2016  2,775,600  -  2,775,600 
    

 
  

Increase   -      -      -    
Includes: transferred from other 

comprehensive income   -      -      -    
Decrease   -      -      -    
Includes: fair value increased 

subsequently  Not applicable      -      -    
    

 
  

31 December 2017  2,775,600  -  2,775,600 

 
(c) The available-for-sale financial assets measured at cost method held by the Group are mainly 

unlisted equity instruments. There is no active market for these instruments. And as the 
estimation of inputs fluctuated violently and the probability of inputs is hard to be measured, 
the fair value cannot be measured reliably.  
 

(d) The available-for-sale liability instruments represented the investments with fixed investment 
return (10-18%) based on the investment amount. 

 
(10) Long-term equity investments 

     
 31 December 2017  31 December 2016 
    
Associates (Note (a)) 435,003,431  387,513,512 
Less: Provision for impairment of long-

term equity investments -     - 

 435,003,431  387,513,512 

  
 The Group doesn’t have significant limitation on turning long-term equity investments into 

cash. 
 

(a) Associates 
 

  
 Movement  

 
  

 

31 
December 

2016  



HUAXIN CEMENT CO., LTD. 

 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2017 
(All amounts in RMB yuan unless otherwise stated) 
[English Translation for Reference Only] 

- 48 - 

 

 
VII 



HUAXIN CEMENT CO., LTD. 

 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2017 
(All amounts in RMB yuan unless otherwise stated) 
[English Translation for Reference Only] 

- 49 - 

 

 

VII Notes to the significant items in the consolidated financial statements (Cont’d) 
  

(11) Fixed assets (Cont’d) 
 

(b) Depreciation charges for the years ended 31 December 2017 and 2016 recognised in the following 
items of the income statement. 

 
  2017  2016 
    
Cost of sales 1,305,772,818  1,303,528,989 
General and administrative expenses 61,302,415
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(12) Construction in progress   

 
 31 December 2017  31 December 2016 

 
Book value  

Provision for 
impairment 

 
Net 

 book value 
 Book value  

Provision for 
impairment 

 
Net 

 book value 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
  
(17) Deferred tax assets and liabilities (Cont’d) 

 
(c) Deductible temporary differences and tax losses that are not recognised as deferred tax assets are 

analysed as below: 
     

 31 December 2017  31 December 2016 
    
Deductible temporary differences  2,795,021,106    225,610,394  
Tax losses 1,017,662,564   771,965,815  

 3,812,683,670  997,576,209 

 

The unrecognised deductible temporary difference and tax loss in 2017 are mainly in the subsidiaries 

being acquired during the year of which there is no sufficient future taxable income based on 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
 
(19) Short-term borrowings 
 
(a) Short-term borrowings classified by nature: 

 
 Currency 31 December 2017  31 December 2016 
     
Pledged bank 

borrowings(Note (i)) RMB 81,000,000  71,000,000 
Unsecured bank 

borrowings (Note (ii)) RMB 950,500,000  708,000,000 
Guaranteed bank 

borrowings (Note (iii)) RMB 110,000,000  125,000,000 

  
1,141,500,000  904,000,000 

 
(i) As at 31 December 2017, parts of buildings, machinery and equipment (Note VII(11)) and 

land use rights (Note VII(14)) of the Group are the collateral of the pledged bank borrowings 

of RMB81,000,000 (2016: RMB71,000,000).   
 

(ii) As at 31 December 2017, certain bank borrowings of the Group’s subsidiaries amounting to 
RMB492,000,000 (31 December 2016: RMB404,000,000) were guaranteed by the Company. 

 
(iii) As at 31 December 2017, bank borrowings of RMB60,000,000 (31 December 2016: 

RMB60,000,000) were guaranteed by Yunnan Hongta Dianxi Cement Co., Ltd. and the 
Company in proportion of 49% and 51% respectively. 
 
As at 31 December 2017, bank borrowings of RMB50,000,000 (31 December 2016:nil) were 
guaranteed by Wuhan Huayu Building Material Group Co., Ltd. and the Company in 
proportion of 30% and 70% respectively.  

 
(b) As at 31 December 2017, the interest rate of short-term borrowings ranges from 4.30% to 

4.79% per annum (31 December 2016: from 2.35% to 4.79% per annum) 
 

(20) Notes payable 
  
   31 December 2017 
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VII Notes to the significant items in the consolidated 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
 
(23) Employee benefits payable 

  
 

31 December 
2016 

 

Business 
combination   Addition  Reduction  

31 December 
2017 

          
Short-term employee 

benefits payable (Note 

(a)) 140,728,647   47,495,092   1,740,644,628  1,671,818,822   257,049,545  
Post-retirement benefit 

payable (Note (b)) 7,346,047  4,240,087  178,456,339  179,058,350  10,984,123 

Termination benefits 
payable (Note (c))  7,019,626   6,513,959   13,053,736  13,533,585   13,053,736  

 155,094,320   58,249,138  1,932,154,703   1,864,410,757  281,087,404  

 
(a)              Short-term employee benefits 
 

 
31 December 

2016  
Business 

combination    Addition  Reduction  
31 December 

2017 

          

Salaries, bonuses  and 

allowances 124,999,382   42,248,369  1,363,835,920  1,306,513,608  224,570,063 

Staff welfare  4,500     140,848   131,529,418  128,694,780  2,979,986 

Social insurance  855,575   688,529   110,700,800  105,006,936  7,237,968 

-Medical insurance   192,897    558,359    94,388,070   89,420,850   5,718,476 

-Employment injury 
insurance 

 501,333    79,122    11,825,802   11,321,260   1,084,997 

-Maternity insurance  161,345    51,048    4,486,928   4,264,826   434,495 

Housing fund  7,595,930    1,964,167    97,082,364   95,610,757   11,031,704 

Labour union funds and 
employee education fee  7,273,260    2,453,179    37,496,126   35,992,741   11,229,824 

 140,728,647    47,495,092   1,740,644,628  1,671,818,822   257,049,545 

 
(b) Pension obligations     
 

 
31 December 

2016 
 Business 

combination   Addition  Reduction  
31 December 

2017 

          
Defined contribution plans          

Pension   3,982,537    1,078,490    168,299,632    169,257,668    4,102,991  

Unemployment insurance  1,730,067    120,531    5,408,342    5,126,173    2,132,767  
Defined beneficial plans   
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
 
(27) Other payables  

  
 31 December 2017  31 December 2016 
    
Payables for acquisition of equity interests  259,792,200   131,832,055 
Amounts due to minority interests  131,175,859   136,657,089 
Deposits   111,557,555   89,218,298 
Collected or paid for others  30,274,096   25,572,919 
Amounts due to government  10,474,167   11,800,000 
Others  79,645,353   58,801,011 

  622,919,230   453,881,372 

  
As at 31 December 2017, other payables with ageing over one year amounted to RMB417,316,403 
(31 December 2016: RMB333,060,952), which mainly comprised the amounts due to minority 
interests and deposits of major construction contracts. As the final account of construction were not 
completed, the payable were not yet settled. 
 

(28) Current portion of non-current liabilities 
  

 31 December 2017  31 December 2016 
    
Current portion of long-term borrowings 
   (Note VII(29)(a)) 700,032,324  1,196,462,455 
Current portion of corporate debentures payable    

(Note VII(30)) 799,866,667  3,037,395,000 
Current portion of long-term payables 
   (Note VII(31)) 182,834,591  8,581,795 

 1,682,733,582  4,242,439,250 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(29) Long-term borrowings  

  
(a) Classification of long-term borrowings: 

  
 Currency 31 December 2017  31 December 2016 
     
Pledged bank borrowings  

(Note (i)) RMB 160,500,000  246,000,000 
Guaranteed bank borrowings 

(Note (ii)) DKK 4,914,604  3,193,148 
Unsecured bank borrowings 

(Note (iii)) RMB 3,050,610,210  2,574,930,000 
Unsecured bank borrowings 

(Note (iii)) USD 930,466,631  1,610,626,938 
Mortgaged bank borrowings 

(Note (iv)) RMB 612,500,000  396,660,000 

  4,758,991,445  4,831,410,086 

Less:Current portion of long- 
          term borrowings     

 Pledged bank borrowings 
(Note (i)) RMB 53,500,000  84,500,000 

 Guaranteed bank 
borrowings (Note (ii)) DKK 1,404,173  1,294,036 

 Unsecured bank 
borrowings (Note (iii)) RMB 328,867,580  369,540,000 

 Unsecured bank 
borrowings (Note (iii)) USD 227,260,571  403,468,419 

 Mortgaged bank 
borrowings (Note (iv)) RMB 89,000,000  337,660,000 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(30) Debentures payable 

  

 

31 December 
2016 

Reversal from 
current portion  

Amortisation 
of issuance 

costs 

Reclassified to 
current portion 
(Note VII(28)) 

31 December 
2017 

Interest 
recognised 

  

 

   

 

2012 Issued 
Corporate Bonds I 
(Note (a))  -     999,550,000   450,000  -  1,000,000,000   56,500,000  

2012 Issued 
Corporate Bonds 
II (Note (a))  -    

 
1,098,845,000   1,155,000  -  1,100,000,000   64,900,000  

2015 Issued Private 
Bonds I (Note (b))  798,266,667  -  1,600,000  799,866,667  -     46,400,000  

2016 Issued 

Corporate Bonds I 
(Note (c)) 

 
1,194,378,930  - 1,226,416  -  1,195,605,346  57,480,000  

 

1,992,645,597  2,098,395,000   4,431,416   799,866,667   3,295,605,346  
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
 
(30) Debenture payables (Cont’d)  

 
(b) Pursuant to the relevant approval ([2013] PPN201) from China National Association of Financial Market 

Institutional Investors (NAFMII), the Company issued 5.80% interest, three-year tenure private bonds 
with principal of RMB800,000,000 on 12 February 2015 (“2015 Issued Private Bonds I”). The bond was 
reclassified to current liabilities during the year as it will mature on 12 February 2018. 
 

(c) 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
 
(33) Deferred income (Cont’d) 
 
(a) Government grants 

 

Government 
grants  

31 December 
2016 

Business 
combination  

Addition 

The amount 
recognised as non-

operating income 
31 December 

2017 
Related to assets 

earnings 

 
  

 
 

  
Cement kiln line 

infrastructure 107,538,333  17,703,702 55,408,210 21,971,424 158,678,821 Related to assets 
Energy saving 

technological 
transformation 87,701,414   15,924,704 540,000 10,698,517 93,467,601 Related to assets 

  195,239,747  33,628,406 55,948,210 32,669,941 252,146,422  

 
 

(34) Long-term employee benefits payable 
 

 31 December 
2016 

Business 
combination  Addition Reduction 

31 December 
2017 

      
Retired staff compensation 

payable (Note (a))  8,009,025  36,425,490  14,049,523  7,765,232 50,718,806 
Early-retired employee benefits 

payable (Note (b))  28,234,908  23,268,512  10,957,060  12,188,270 50,272,210 
Long-term employee benefits 

payable (Note (d)) -    -    13,164,742 - 13,164,742 
Less: To be paid in one year  8,653,069  9,555,025 -17,802,101 -18,208,094 17,802,101 

  27,590,864  50,138,977  20,369,224 1,745,408 96,353,657 

 
Early-retired employee benefits payable to be paid in one year is shown in employee benefits 
payable. 

 
(a) Retired staff compensation 

 
Pension scheme: Pursuant to the Group’s policies, the Company and its certain subsidiaries are 
obliged to pay basic pension insurance, allowances and material and supplementary medical 
insurance to certain retired employees until they pass away. 
 

               Management determine the provision for employee benefits based on the related discounted future 
cash flows. 
 
At the balance sheet date, the key assumptions for the Group’s retired staff compensation are as 
follows: 
 
  31 December 2017  31 December 2016 
     
Discount rate  3.79%-4.23%  2.65%-3.24% 
Annual increase rate of salary rate  10%  10% 
Anticipated average life expectancy  77  70 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(34) Long-term employee benefits payable (Cont’d) 

 
(b) Early-retired employee benefits  

 
 Employee benefit plans for early-retired employee: Pursuant to the Group’s policies, the Company 

and certain subsidiaries are obliged to pay the basic wage and social insurance payments for 
eligible early-retired employees, until the employee reached the statutory retirement age. 

 
(c) Retired benefits accrual in profit or loss: 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(37) Other comprehensive income 

 

 Other comprehensive income on Balance sheet  2017 Other comprehensive income on Income statements 

 
31 December  

2016 

Attributable to 
the Company 

after tax 
31 December  

2017  
Amount for the 
year before tax 

Less: previously 
recognised in other 

comprehensive income 
transferred to profit or 

loss this year 

Less: 
Income tax 

expense 

Attributable to 
the Company 

after tax 

Attributable to 
the minority 

interest after 
tax 

Items that may be subsequently 
reclassified to profit or loss          

Change in value of available-for-sale 
financial assets  19,054,301  6,863,436 25,917,737  9,151,249  -    2,287,813 6,863,436  -    

Currency translation differences  -16,164,654 -29,806,830 -45,971,484  -58,582,702  -     -    -29,806,830 -28,775,872 

  2,889,647  -22,943,394 -20,053,747  -49,431,453  -    2,287,813 -22,943,394 -28,775,872 

 
 Other comprehensive income on Balance sheet  2016 Other comprehensive income on Income statements 

 
31 December  

2015 

Attributable to 
the Company 

after tax 
31 December  

2016  
Amount for the 
year before tax 

Less: previously 
recognised in other 

comprehensive income 
transferred to profit or 

loss this year 

Less: 
Income tax 

expense 

Attributable to 
the Company 

after tax 

Attributable to 
the minority 

interest after 
tax 

Items that may be subsequently 
reclassified to profit or loss          

Change in value of available-for-sale 
financial assets 20,642,590  -1,588,289  19,054,301    -2,117,719 - -529,430 -1,588,289  -    

Currency translation differences -29,629,142  13,464,488   -16,164,654   15,939,111  -     -     13,464,488   2,474,623  

 -8,986,552  11,876,199   2,889,647    13,821,392   -    -529,430  11,876,199   2,474,623  
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(39) Retained earnings (Cont’d) 

 
(a) Pursuant to the resolution at the Annual General Meeting on 20 April 2017, cash dividends in respect of 

2016 of RMB149,757,133 (RMB1.00 per 10 shares) were paid based on the issued shares of 
1,497,571,325. 

 
Pursuant to the resolution of board of directors of the Company on 22 March 2018, cash dividends in 
respect of 2017 of RMB419,319,971 (RMB 2.80 per 10 shares) was proposed based on the issued shares 
of 1,497,571,325. This proposed dividend is subject to the approval of the Annual General Meeting.   

 
(40) Sales and cost of sales 

  
 2017  2016 
    
Main operation income 20,781,741,749  13,426,153,998 
Other operation income 107,550,241  99,605,492 

 20,889,291,990  13,525,759,490 

    
 2017  2016 
    
Main operation costs  14,642,772,283    9,903,087,034  
Other operation costs  73,720,315    67,913,693  

 14,716,492,598   9,971,000,727  

  
(a) Revenue and cost of main operations 

  
 Revenue and cost of main operations analysed by product are set out below:
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(40) Sales and cost of sales (Cont’d) 

 

(b) Other operating income and expenses 

  
 2017  2016 

 

Other 
operating 

income  

Other  
operating 
expenses  

Other 
operating 

income  

Other 
operating 
expenses 

        
Sales of materials  42,303,997    28,058,035    9,599,328    3,302,092  
Rental income  22,213,943    16,712,779    10,844,209    5,380,872 
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VII 



HUAXIN CEMENT CO., LTD. 

 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2017 
(All amounts in RMB yuan unless otherwise stated) 
[English Translation for Reference Only] 

- 73 - 

 

 
VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(45) Expenses by nature 

 
Categories by nature of cost of main operations, selling and distribution expenses and general and 
administrative expenses are set out as follows: 
    
 2017  2016 
    
Changes in inventories of finished goods and work in 

progress -46,765,907  27,053,736 
Raw materials and consumables used 4,997,092,451  3,060,127,390 
Employee benefit expense 1,931,451,637  1,492,375,792 
Depreciation and amortisation  1,612,283,947  1,580,236,540 
Utility expenses 7,581,087,506  4,903,787,315 
Transportation, carriage and outsourced labour 

expenses 715,181,862  512,550,362 
Other expenses 532,299,823  439,672,113 

  17,322,631,319   12,015,803,248 

 
(46) Changes in fair value recognised in profit or loss 

 

 2017  
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

  
(48) Investment income 

  
 2017  2016 
    
Share of profits in equity method of long-term 

equity investments (Note VII(10)) 99,089,919  77,974,415 
Income from disposal of financial asset at fair 

value through profit or loss   6,179,934    4,206,986  
Income from available-for-sale financial assets  3,139,769    8,700,895  
Others  -     -5,370,705 

 108,409,622  85,511,591 

     
 There is no significant restriction on the remittance of investment income to the Group. 
 

(49) Losses on disposal of assets 
 
 

2017 
 

2016 
 Non-routine 

items in 2017 
      
Losses on disposal of fixed assets 1,576,103  82,948,942  1,576,103 
Losses on disposal of intangible assets -     15,909,944  -    
 1,576,103  98,858,886  1,576,103 

 

(50) Other income 
 
 

2017  2016 
 Related to 

assets/ income 
      
Tax refunds from sales of goods having 

utilized waste natural materials  105,168,817  -    
 Related to 

income 

Amortisation of deferred income 32,669,941   -    
 Related to 

assets 

Others government grants 27,380,528   -    
 Related to 

income 
 165,219,286  -      

      
 

(a) Other income in non-routine items amounted to RMB60,050,469 in 2017  
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(51) Non-operating income 

 

  

 2017 
 

2016  
Non-routine 

items in 2017 

      

Government grants 100,000 
 

141,867,966 
 

100,000 

Negative goodwill (Note VIII(1)) 257,243,520 
 

-    
 

257,243,520 

Others 14,966,674 
 

10,988,863 
 

14,966,674 

 272,310,194 
 

152,856,829 
 

272,310,194 

 
 

(a) Government grants 

  

 2017  2016  
Related to assets/ 

income 

      
Tax refunds from sales of goods having 

utilized waste natural materials -     64,441,607 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(54)      Earnings per share  

 
(a)  Basic earnings per share 

  
 Basic earnings per share is calculated by dividing the consolidated net profit attributable to ordinary 

shareholders of the Company by the weighted average number of ordinary shares in issue: 
 

 2017  2016 
    
Consolidated net profit attributable to shareholders of 

the Company 2,077,640,568  451,940,413 
Weighted average number of ordinary shares in issue   1,497,571,325   1,497,571,325 

Basic earnings per share  1.39   0.30 

 
(b) Diluted earnings per share 

   
Diluted earnings per share is calculated by dividing the consolidated net profit attributable to 
ordinary shareholders of the Company by the adjusted weighted average number of ordinary 
shares in issue. There were no dilutive potential ordinary shares in 2017 (2016: nil). Hence, diluted 
earnings per share equals basic earnings per share. 

  
(55) Notes to consolidated cash flow statement 

   
(a) Cash received from other operating activities  

  
 2017  2016 
    
Receipt of deposits 33,378,771  76,744,774 
Receipt of government grants  27,480,528   38,295,938 
Interest income  28,503,838    
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(55) Notes to consolidated cash flow statement (Cont’d) 

 
(c) Cash received from other investing activities  

  
 2017  2016 
    
Receipt of government grants related to asset projects 55,948,210  9,102,216 
Receipt of companies  26,565,875  28,355,353 
Others  1,013,942   4,711,754 

     83,528,027  
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 

 
(56) Supplementary information of cash flow statements (Cont’d) 

 
(b) Acquisition or disposal of subsidiaries  

 
(i) Acquisition of subsidiaries 

  
 2017  2016 
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VII Notes to the significant items in the consolidated financial statements (Cont’d) 
 

(56) Supplementary information of cash flow statements (Cont’d) 
  

(b) Acquisition or disposal of subsidiaries (Cont’d) 
 

(i) Disposal of subsidiaries 

 

 
2017 

 

2016 

    

Cash and cash equivalent received from disposal of 
subsidiaries in current year 

 -    
 4,290,000 

Including: Huaxin Cement (Shishou) Co., Ltd.  -     4,290,000 
Less: Cash and cash equivalents of the subsidiaries at the 

date of 
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VIII Changing scope of consolidation  
 
(1) Business combination not under common control  

 

(a) Business combination not under common control occur this year 
 
On 30 November 2016, the Company signed the equity acquisition agreement with Lafarge China 
Cement Limited ("Lafarge China") and its wholly-owned subsidiaries Prime Allied Enterprises Ltd. and 
TH industry II Ltd. to acquire certain businesses 



HUAXIN CEMENT CO., LTD. 

 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2017 
(All amounts in RMB yuan unless otherwise stated) 
[English Translation for Reference Only] 

- 84 - 

 

 
VIII Changing scope of consolidation (Cont’d) 
 

(1) Business combination not under common control (Cont’d) 
 

(c) Assets and liabilities of the target companies at the acquisition date are as below  
 

(i)          The target companies 
 
 Fair value on 

Acquisition date 
 Book value on 

Acquisition date 
Cash at bank and in hand  350,974,137    350,974,137  
Receivables 594,571,219  594,571,219 
Advances to suppliers 126,003,107  126,003,107 
Inventories  359,776,835    359,776,835  
Other current assets  910,868    910,868  
Fixed assets   1,756,014,819    1,756,014,819  
Construction in progress  22,575,772    22,575,772  
Intangible assets  762,250,413    492,781,289  
Deferred tax assets  205,324,302    205,324,302  
Less: Short-term borrowings 542,622,534  542,622,534 
          Payables 1,688,454,531  1,688,454,531 
          Advances from customers  90,126,090    90,126,090  
          Employee benefits payable  108,388,115    108,388,115  
          Long-term borrowings 4,613,421  4,613,421 
          Deferred tax liabilities  5,186,656   -    
          Other non-current liabilities  73,215,226    73,215,226  

Net Asset  1,665,794,899  1,401,512,431  

Less: Minority interests  33,551,379   19,514,333 

Asset acquired  1,632,243,520   1,381,998,098 

 
The Group applied valuation techniques to determine the fair value of asset acquired and 
liabilities assumed. The valuation method of major asset and key assumptions are as below: 
 
The valuation method of fixed asset is replacement cost method: the asset’s fair value will be 
its replacement cost at the moment deducting all other loss of value, the basic calculation 
formula equals to replacement full price multiply by the residual ratio; 
 
Intangible assets mainly include land use rights and mining rights. Fair value of land use rights 
is determined by using benchmark land price method. To determine the prices of land use 
rights, the benchmark land price set by local governments is adjusted by considering land 
usage period, regional factors, company specific factors and marketable factors. Fair value of 
mining rights is determined by discount cash flow method. To determine the present value of 
future cash flow, management estimated the selling price and exploitation cost of mining 
resources, operating expenses and applicable discount rate of the forecast period. 
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IX Equity interests in other entities 

 

(1) Equity interests in subsidiaries  
 

(a) Components of the Group 
 

Significant subsidiaries 

Place of 

business 

Place of 

registration Principal activities 

% of ownership 

interest 

Acquisition 

mode 

 

   

Directly Indirectly 
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IX Equity interests in other entities (Cont’d) 

 

(1) Equity interests in subsidiaries (Cont’d) 
 

(a) Components of the Group (Cont’d)  
 

(i) Wuhan Wugang Huaxin Cement Co., Ltd. is included in the scope of consolidation since the Company 
has the right to govern the financial and operating policies.  

 
(ii) Huaxin Gayur Cement LLC and Huaxin Gayur (Sogd) Cement LLC, subsidiaries of the Group in Tajikistan, 

should comply with local foreign exchange management policy. According to the local policy, Huaxin 
Gayur Cement Limited Liability Company and Huaxin Gayur (Sogd) Cement Limited Liability Company 
should obtain the approval from local administration of foreign exchange for paying cash dividends out of 
Tajikistan.   

 
The Group effectively holds 51% equity interest of Huaxin Hongkong (Central Asia) Investment Limited, 
Huaxin Hongkong (Central Asia) Investment Limited effectively holds 75% and 48% equity interest of 
Huaxin Gayur Cement LLC and its subsidiary Huaxin Gayur (Sogd) Cement LLC respectively. Hence the 
Group effectively holds their equity interest with the proportion of 38.25% and 36.34% respectively. The 
approval mechanism of the board of directors of Huaxin Gayur Cement LLC and Huaxin Gayur (Sogd) 
Cement LLC are simple majority, the Group is eligible to assign three out of the four directors and thus 
holds 75% voting right. Hence, the Group obtains control of Huaxin Gayur Cement LLC and Huaxin 
Gayur (Sogd) Cement LLC. 

(b) Subsidiaries with significant minority interests 
 

Subsidiaries  

% of minority 
shareholders’ 

equity interest 

Profits or losses 

attributable to 
the minority 

shareholders in 

2017 

Dividends to 
minority 

shareholders in 

2017 

Minority 
interest of  

31 December 

2017 
     
Huaxin Gayur Cement  Limited Liability Company  61.75%  16,682,131   33,001,131   281,105,870  

Cambodia Cement Charkrey Ting Factory Co., Ltd 
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IX Equity interests in other entities (Cont’d) 

 

(1) Equity interests in subsidiaries (Cont’d) 
 

(b) Subsidiaries with significant minority interests (Cont’d) 
 

Main financial information of the above significant subsidiaries is as follows: 

 
 

 
31 December 2017 

 
Current 
Assets 

Non-current 
Assets Total Assets 

Current 
Liabilities 

Non-current 
Liabilities Total Liabilities 

Huaxin Gayur Cement  Limited 
Liability Company   169,987,325  

 
1,126,508,624  1,296,495,949   781,841,279  
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IX Equity interests in other entities (Cont’d) 
 

(1) Equity interests in subsidiaries (Cont’d) 
 

(b) Subsidiaries with significant minority interests (Cont’d) 
 

 
31 December 2016 

 
Current 
Assets 

Non-current 
Assets Total Assets 

Current 
Liabilities 

Non-current 
Liabilities 

Total 
Liabilities 

Huaxin Gayur Cement  Limited 

Liability Company  

 

270,445,676  

 

1,432,986,623  

 

1,703,432,299  

 

733,544,737   723,424,209  1,456,968,946  
Cambodia Cement Charkrey Ting 

Factory Co., Ltd.  87,209,731   803,413,891   890,623,622  
 

216,702,060   



HUAXIN CEMENT CO., LTD. 

 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2017 
(All amounts in RMB yuan unless otherwise stated) 
[English Translation for Reference Only] 

- 90 - 

 

 
IX Equity interests in other entities (Cont’d) 

 
   (2)      Equity interests in associates and joint ventures (Cont’d) 

 
(b) Main financial information of significant associates 

 

 
31 December 2017  31 December 2016 

 

Tibet High-Tech building 

materials Co., 
 Ltd. 

Shanghai Wan’an 

Huaxin Cement Co., 
 Ltd.  

Tibet High-Tech  

building materials Co., 
Ltd. 

Shanghai Wan’an 

Huaxin Cement Co., 
Ltd. 

      

Current assets   575,270,193  235,412,395    414,373,441   239,350,971  
Non-current assets  508,010,659   106,500,021    512,683,107   108,844,490  

Total assets 1,083,280,852  341,912,416    927,056,548   348,195,461  

    



HUAXIN CEMENT CO., LTD. 

 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2017 
(All amounts in RMB yuan unless otherwise stated) 
[English Translation for Reference Only] 

- 91 - 

 

 
IX Equity interests in other entities (Cont’d) 

 

(2) Equity interests in in associates and joint ventures (Cont’d) 
 

(c)  Summarised information of non-significant associates 
 
 2017 2016 
Associates   
   
Investment book values 2,910,515 2,490,757 
Total amounts calculated based on share 

proportion are as follows: 
  Net profit/(loss) (Note (i)) 419,758 -46,052 

Total comprehensive income 419,758 -46,052 
 

(i) Net profit and other comprehensive income included impacts from the fair value of net assets 
acquired and unification of accounting policy. 
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X Related party relationships and significant related party transactions 
 
(1) Major shareholders of the Company 
 
(a) General information of major shareholders of the Company 

 
 Legal 

status 
Registered 

address 
Relationship 

with the 
Company 

Legal 
representative 

Organization 
code 

Principal business 

       

Holchin B.V. 
Limited 

company 
Amsterdam, 

Holland 
The first major 

shareholder N/A N/A Investment holdings 

       

Huaxin  

  Group Co.,  
   Ltd. 

Limited 
company 

Huangshi City, 
the PRC 

 The second 

major 
shareholder Liu Fengshan 17843892-3 

Production and sales of 
cement, related 

machinery and spare 
parts, real estate    

development, trading 

and rendering of 
service etc. 

 
Holchin B.V. is an investment holding company and its ultimate holding shareholder is Lafarge 
Holcim Ltd. 

 

(b) Registered capital and changes in registered capital of major shareholders of the Company 
 
 

  
31 December 2017 and  

31 December 2016 
    

Holchin B.V.   EUR 100,000 
Huaxin Group Co., Ltd.   RMB 340,000,000 

 
(c) Interest and voting rights held by the major shareholders 

 
 31 December 2017 31 December 2016 

 % of 

equity interests 

% of 

voting right 

% of 

equity interests 

% of 

voting right 
     
Holchin B.V. � 1 (e)11(v)15(e)11(l)-19(o)11(p)-19(m)(L)8(t)-7(47 )] TJ

ET

Q

q

435rehold R
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X Related party relationships 
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X Related party relationships and significant related party transactions (Cont’d) 

 
(5) Related party transactions 

 
(a) Sales/purchase of goods and services provided/ received 

 

Related Party Nature of transaction 

Pricing  

policies 

2017 2016 

Amount 

% of similar 

transaction Amount 

% of similar 

transaction

17
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XI Contingencies and Commitments 

 
(1) Contingencies 
 
(a)    In August 2012, Hubei Guoxin Real Estate Co., Ltd. filed a lawsuit against Huaxin Concrete 

(Wuhan) Co., Ltd. ("Wuhan Concrete”), a subsidiary of the Company, and pursued a 
compensation amounting to RMB36,381,674 due to the low quality of concrete provided by 
Wuhan Concrete. I
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XIV Financial risk (Cont’d) 
 
(1) Market risk (Cont’d) 

 
(a) Foreign exchange risk (Cont’d) 

 
As at 31 December 2017, the Group held various financial assets and liabilities denominated in 
USD. If RMB had strengthened or weakened by 10% against USD while all other variables had 
been held constant, the Group’s net profit for the year would have been approximately 
RMB5,590,955 higher or lower (31 December 2016: approximately RMB8,567,686 higher or 
lower). If Somoni strengthened or weakened by 10% against USD while all other variables had 
been held constant, the Group’s net profit for the year would have been approximately 
RMB40,010,589 higher or lower (31 December 2016: approximately RMB66,290,112 higher or 
lower). 
 

(b) Interest rate risk 
 
 The Group’s interest rate risk mainly arises from long-term interest bearing borrowings 

including long-term borrowings and debentures payable. Financial liabilities issued at floating 
rates expose the Group to cash flow interest rate risk.  Financial liabilities issued at fixed rates 
expose the Group to fair value interest rate risk. The Group determines the relative proportions 
of its fixed rate and floating rate contracts according to the prevailing market conditions. As at 
31 December 2017, the Group’s interest bearing RMB-denominated and USD-denominated 
borrowings with floating rates, amounted to RMB4,055,448,690(31 December 2016: 
RMB3,633,048,519)(Note VII (29)). 

 
 The Group’s finance department at its headquarters continuously monitors the interest rate 

position of the Group and makes decisions with reference to the latest market conditions. 
Increases in interest rates will increase the cost of new borrowing and the interest expenses 
with respect to the Group’s outstanding floating rate borrowings, and therefore could have a 
material adverse effect on the Group’s financial position. The Group may enter into interest 
rate swap agreements to mitigate its exposure to interest rate risk. During 2017 and 2016, the 
Group did not enter into any interest rate swap agreements. 

  
          As at 31 December 2017, if interest rates on the floating rate borrowings increased or 

decreased 50BP while all other variables had been held constant, the Group’s interest 
expenditure would have increased or decreased by approximately RMB20,277,243 (31 
December 2016: approximately RMB18,165,243 ). 

 
(2) Credit risk 
  
 Credit risk is managed on a Group basis. Credit risk mainly arises from cash at bank and cash 

in hand, accounts receivable, other receivables, notes receivable, etc. 
  
 The Group expects that there is no significant credit risk associated with cash at bank since 

they are deposited at state-owned banks and other medium or large size listed banks. 
Management does not expect that there will be any significant losses from non-performance by 
these counterparties. 

  
 In addition, the Group has policies to limit the credit exposure on accounts receivable, other 

receivables and notes receivable. The Group assesses the credit quality of and sets credit 
limits on its customers by taking into account their financial position, availability of guarantee 
from third parties, their credit history and other factors such as current market conditions. The 
Group regularly monitors the credit history of the customers. In respect of customers with a 
poor credit history, the Group will use written payment reminders, or shorten or cancel credit 
periods, to ensure the overall credit risk of the Group is within a controllable extent.  
  



HUAXIN CEMENT CO., LTD. 

 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2017 
(All amounts in RMB yuan unless otherwise stated) 
[English Translation for Reference Only] 

- 101 - 

 

 
XIV Financial risk (Cont’d) 
  
(3) Liquidity risk 
  
 Cash flow forecasting is performed by each subsidiary of the Group and aggregated by the 

Group’s finance department in its headquarters. The Group’s finance department at its 
headquarters monitors rolling forecasts of the Group’s short-term and long-term liquidity 
requirements to ensure it has sufficient cash and securities that are readily convertible to cash 
to meet operational needs, while maintaining sufficient headroom on its undrawn committed 
borrowing facilities from major financial institution so that the Group does not breach borrowing 
limits or covenants on any of its borrowing facilities to meet the short-term and long-term 
liquidity requirements. 

  
 The financial assets and liabilities of the Group at the balance sheet date are analysed by their 

maturity date below at their undiscounted contractual cash flows 

  
  31 December 2017 

  Within 1 year  
Between 1 

and 2 years  
Between 2 

and 5 years  Over 5 years  Total 

           
Short-term borrowings    1,168,191,923   -      -      -       1,168,191,923 
Notes payable   14,450,000    -      -    
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XV Fair value 

   
Based on the lowest level input that is significant to the fair value measurement in its entirety, 
the fair value hierarchy has the following levels: 
  
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
  
Level 2: Inputs other than quoted prices included within level 1 that are observable for the 
asset or liability, either directly (that is, as prices) or indirectly (that is, derived from prices). 

 
Level 3: Inputs for the assets or liabilities that are not based on observable market data (that is, 
unobservable inputs). 

  
(1) Financial instruments measured at fair value 

 
As at 31 December 2017, the financial assets measured at fair value by the above three levels 
are analysed below: 
 
  Level 1 Level 2 Level 3 Total 

 
           

Financial assets at fair value through 
profit or loss--     

     Monetary fund -    453,513,045 -    453,513,045 
     Others 477,362  - -    477,362 
Available-for-sale financial assets-- 

    Available-for-sale debt instruments -     - 21,055,500 21,055,500 
Available-for-sale equity instruments 38,418,708  - -    38,418,708 

Total assets 38,896,070 453,513,045 21,055,500 513,464,615 

 
As at 31 December 2016, the financial assets measured at fair value by the above three levels 
are analysed below: 
 

  Level 1 Level 2 Level 3 Total 
     

Financial assets at fair value through 
profit or loss--     

Monetary fund - 800,589,796  - 800,589,796 
Others 965,772  -  - 965,772 

Available-for-sale financial assets-- 
    Available-for-sale debt instruments -  -  28,255,500   28,255,500  

Available-for-sale equity instruments  29,267,459   - -  29,267,459  

Total assets 30,233,231  800,589,796    28,255,500   859,078,527 
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XV Fair value (Cont’d) 
 
(1) Financial instruments measured at fair value (Cont’d) 
 

The Group considers the date of events leading the conversion between different levels as the 
conversion recognizing date. In 2016, there was no conversion between Level 1 and Level 2. 
 
The fair value of a financial instrument that is traded in an active market is determined at the 
quoted price in the active market. 
 
The movement of level 3 financial asset is presented as follows: 
 
 Available for-sale securities Total 

 Available-for-sale 
debt instruments 

Available-for-sale 
equity instruments 

 

    

1 January  2017 28,255,500 -    28,255,500 
Purchase -    -    -    
Redemption 7,200,000 -    7,200,000 

31 December 2017 21,055,500 -    21,055,500 

 
The measurement for fair value of level 3 is presented as follow 

 

  

Fair Value at  
31 December 

2017  
Valuation 
technique  

Input 

Item  Range 
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XVI     Capital management 

  
The Group’s objectives when managing capital are to safeguard the G
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XVIII Notes to the material items in the Company financial statements (Cont’d) 
  
(1) Accounts receivable (Cont’d) 
 
(d) The group of accounts receivable of which bad debt provision is assessed basing on ageing 

analysis is as following: 

  
 31 December 2017  31 December 2016 

 Carrying amount  Bad debt provision  Carrying amount  Bad debt provision 

 Amount  Amount 
% of 

 provision  Amount  Amount 
% of 

 provision 
          

Within 1 year  10,150,284    -    -      16,833,170    -    - 
Between 1 and 

2 years  4,287,877    428,787  10%   11,504,209    1,150,421  10% 
Between 2 and 

3 years  5,712,809    1,142,562  20%   607,851    121,570  20% 
Over 3 years  852,091    340,837  40%   291,452    116,581  40% 

  21,003,061    1,912,186  9%   29,236,682    1,388,572  5% 

 

(e) Provision of bad debt made in the current year amounted to RMB1,895,883. The provision 
collected or reversed in the current year amounted to RMB532,978. No material provision 
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XVIII Notes to the material items in the Company financial statements (Cont’d) 
  

(2) Other receivables (Cont’d) 
 

(a) The ageing of other receivables is analysed as follows: (Cont’d) 
 

 31D
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XVIII Notes to the material items in the Company financial statements (Cont’d) 
  

(3) Long-term equity investments (Cont’d) 
  

(a) Subsidiaries  
 

  
Changes    

 

31 December 

2016 Business combination  Increase in impairment 

31 December 

2017 

Impairment 

provision 

Cash dividends in 

the current year 

       

Huaxin Environment Engineering Co., Ltd.  150,000,000   -    850,000,000  1,000,000,000   -     -    

Yunnan Huaxin Construction Materials Investment 
Holding Ltd. -    977,000,000 -    977,000,000 -    -    

Huaxin Cement (Yangxin) Co., Ltd.  653,713,479   -     -     653,713,479   -     57,000,000  

Huaxin Cement (Yichang) Co., Ltd.  505,589,562   -     -     505,589,562   -    132,000,000  

Huaxin Cement (Daye) Co., Ltd.  420,100,753   -     -     420,100,753   -     -    

Huaxin Jinlong Cement (Yunxian) Co., Ltd.  363,802,268   -     -     363,802,268   -     24,000,000  

Huaxin Cement (Zhuzhou) Co., Ltd.  340,000,000   -     -     340,000,000   -     -    

Huaxin Cement( Wuxue) Co., Ltd.  300,000,000   -     -     300,000,000   -    105,000,000  

Huaxin Aggregate Co., Ltd.  258,100,000   -     -     258,100,000   -     65,328,720  

Sommerset Investments Ltd. -    252,000,000 -    252,000,000 -    -    

Huaxin Cement (Zigui) Co., Ltd.  240,000,000   -     -     240,000,000   -     60,000,000  

Huaxin Cement (Quxian) Co., Ltd.  240,000,000   -     -     240,000,000   -     -    

Huaxin Cement (Chenzhou) Co., Ltd.  220,000,000   -     -     220,000,000   -     54,000,000  

Huaxin Cement Chongqing Fuling Co., Ltd.  200,000,000   -     -     200,000,000   -     28,000,000  

Huaxin Cement (Henan Xinyang) Co., Ltd.  200,000,000   -     -     200,000,000   -     60,000,000  

Huaxin Cement (Changyang) Co., Ltd.  197,590,806   -     -     197,590,806   -    
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XVIII Notes to the material items in the Company financial statements (Cont’d) 
 
(3) Long-term equity investments (Cont’d) 

 
(b) Joint venture 

  
  Movement this year   

 December 31 

2016 

Adjustment of net 

income or loss 
base on equity 

method 

Cash dividend 

or profit 
declared this 

year 

December 31 

2017 

Balance of provision 

at year end  

      
Tibet high-tech building 

materials group Co., 

Ltd. 
219,497,518 101,576,446 -51,600,000 269,473,964 - 

Shanghai Wan’an 
Huaxin Cement 
Co.,Ltd. 

165,525,237 -2,906,285 - 162,618,952 - 
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XVIII Notes to the material items in the Company financial statements (Cont’d) 
 
(4) Sales and cost of sales (Cont’d) 

 
(a) Revenue and cost of main operations 
  
 Analysed by product: 
 

 2017  2016 

 
Revenue from 

main operations 
Cost of main 

operations 
 Revenue from 

main operations 
Cost of main 

operations  
      
Sales of cement  578,918,049   438,591,906    446,001,024   375,044,401  
Others  220,685,969   185,286,848    378,481,153   291,375,154  

  799,604,018   623,878,754    824,482,177   666,419,555  

 
(b) Other operating income and expenses 

  
 2017  2016 

 
Other operating 

income 
Other operating 

expenses 
 Other operating 

income 
Other operating 

expenses 
      
Sales of 

materials   455,533,511   454,644,605    27,533,075   24,616,321  
Trade mark 

charges    226,607,488 -      148,050,345   -    
Business 

entrusting 
income   -     -      61,276,970   54,522,621  

Others  5,668,661   1,586,715    7,072,493   1,929,830  

 687,809,660 456,231,320   243,932,883   81,068,772  

  
(5) Investment income 

 
 2017  2016 
    
Income from long-term equity investment under cost 

method 1,669,602,749  395,081,091 
Income from long-term equity investment under equity 

method 98,670,161  77,988,231 
Income from disposal of financial asset at fair  
value through profit or loss 6,179,934  4,206,986 
Income from available-for-sale financial assets 1,794,674  4,860,895 
(Loss)/Income from disposal of long-term equity 

investment  -     -6,600,000 

 1,776,247,518  475,537,203 

   
            There is no significant restriction on the investment income remittance to the Company. 
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XIX         Supplementary information 
 
(1) Non-routine items 
  
 Income is presented as positive and loss is presented as negative. 

  
 2017  2016 
    
Net loss on disposal of non-current assets -1,576,103  -98,858,886 
Net loss on retirement of non-current assets -10,176,198  -10,139,778 
Government grants recognised in profits or losses in the 

current period 60,150,469  77,426,359 
Business entrusting income   -     7,165,029 
Reversal of the provision on  receivables on an individual 

assessment basis 14,680,766  15,303,006 
Investment income except regular operation 2,697,595  862,070 
Negative goodwill 257,243,520   -    
Non-operating items other than aforesaid items -14,635,746  -9,619,533 

 308,384,303  -17,861,733 
Effect of income tax -7,601,921  10,084,975 
Effect of minority interest (after tax) -26,662,074  -4,411,338 

 274,120,308  -12,188,096 

     
 Basis for preparation of statement of non-recurring profits or losses    
  
 Under the requirements in Explanatory announcement No. 1 on information disclosure by companies 

offering securities to the public – non-recurring profits or losses [2008] from CSRC, non-recurring 
profits or losses refer to those arises from transactions and events that are not directly relevant to 
ordinary activities, or that are relevant to ordinary activities, but are extraordinary and not expected to 
recur frequently that would have an influence on users of financial statements making economic 
decisions  on  the financial performance and profitability of an enterprise. 
 

(2) 


