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(2)  In terms of the development of the industry, analysis of competitors and changes in 
the gross profit margins of peer comparables during the reporting period, illustrate 
the reasons and rationality for the decrease in the gross profit margin of the Company 
during the reporting period. Annual audit accountant please verify and give clear 
opinion.

Reply:

① Changes in gross profit margin of the Company’s pipe products and tube blanks in the 
past three years are as follows:

Items

2019 
Gross

 profit
 margin

2018
 Gross
 profit

 margin

2019 
increase/
decrease

 compared 
with 2018

2017 
Gross

 profit 
margin

Pipe products 10.03% 17.04% –7.01% 7.55%

In which: Casings 15.36% 17.33% –1.97% 21.89%

General –0.28% 16.30% –16.58% –3.43%

Tube blank compared 
with 26%

2017  

2017decreaseTj
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(2) Illustrate whether the business scope, business qualification and business and personnel 
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In conclusion, the business scope, business qualification and personnel and business  
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The construction deposit of Shouguang City Yang Kou Town Office of Finance is 
RMB14.53 million and shall be repaid upon the completion of project construction at 
the end of 2016. No bad debt provision shall be made during the construction period. 
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performed, representing a corresponding contract amount of US$55.5816 million. Service 
fees corresponding to unperformed parts of the contract were US$9.8 million. The Company 
promptly required JESORO OIL LTD to return the above service fees. Upon negotiations 
with multiple parties, JESORO OIL LTD returned an aggregate of US$4.7 million during 
2015 to 2016. As to date, an amount of US$5.1 million is still not recovered.

Regarding the amount, the Company established a special recovery team, in which the deputy 
general manager in marketing is the team leader and the export department manager is the 
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6. At the end of the reporting period, the closing balance of the Company’s goodwill was 
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In 2013, Maolong New Materials began to investigate, demonstrate and prepare for the 
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In 2019, as affected by factors such as Sino-US economic and trade frictions, sluggish global 
economy, the sales and prices of products of the Company kept declining, and the profitability 
of asset group products in relation to goodwill decreased, showing signs of impairment. 
Weihai Baolong asset group recorded operating revenue of RMB567.3197 million and a net 
profit of RMB-25.6793 million. Molong asset group portfolio recorded operating revenue 
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(3) Provision for goodwill impairment from 2016 to 2018

① Provision for goodwill impairment in 2016
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② Provision for goodwill impairment in 2017

In 2017, the overall macro-economy showed a steady and good development trend. 
The downstream demand of the steel industry recovered and the Company’s industry 
environment has undergone major changes, resulting in a significant increase in the market 
demand and prices of its products. The capacity utilization rate and the profitability of the 
Company’s goodwill-related asset groups increased and there was no sign of impairment. 
Weihai Baolong asset group recorded operating revenue of RMB315.5202 million and a 
net profit of RMB11.0724 million in 2017. Molong assets group, located at the center of 
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③
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Verification opinion from accountant:

We have performed relevant audit procedures and are of the view that the Company has provided 
for goodwill impairment in the year in a sufficient and prudent way and complies with the 
Accounting Standards for Business Enterprises.

For details, please refer to the Special Description of Inquiry Letter for the Annual Report 2019 of 
Shandong Molong Petroleum Machinery Company Limited issued by Shinewing Certified Public 
Accountants Ltd. (Special General Partner).

7. At the end of the reporting period, the Company had current liabilities of RMB3,869 million, 
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In view of the Company’s high debt, unreasonable debt structure and other issues, the Company 
has implemented the following measures in order to further improve its solvency and debt 
structure:

(1) Mr. Zhang En Rong, the controlling shareholder and beneficial controller of the Company, 
has signed an irrevocable letter of commitment for financial support on 30 March 2017, 
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As of the date replying this letter, an invoice of RMB29.4129 million has been issued for accrued 
energy charges of RMB35.88 million, and the Company has urged the supplier to issue invoices 
for the remain Tw ,laniceas soionas possible.0
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Verification opinion from accountant:

We have performed relevant audit procedures and are of the view that the changes in the above 

management expenses of the Company is in line with the Company’s actual circumstances and the 

reasons for the changes are rational.

For details, please refer to the Special Description of Inquiry Letter for the Annual Report 2019 of 

Shandong Molong Petroleum Machinery Company Limited issued by Shinewing Certified Public 

Accountants Ltd. (Special General Partner).
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In accordance with relevant regulations in the “Notice on Strengthening Loan Classification 





34





36

During the reporting period, the above non-patented technologies were within their useful life 
and were able to bring inflow of economic benefits to the Company. According to the rep
cthe 
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Description of provision not made for impairment of bill receivables in 2018: In 2017, the Ministry 

of Finance successively revised and issued “Accounting Standards for Business Enterprises 

No. 22-Recognition and Measurement of Financial Instruments”, “Accounting Standards for 

Enterprises No. 23-Transfer of Financial Assets”, “Accounting Standards for Enterprises No. 
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13. Illustrate the collection of accounts receivable at the end of the reporting period and, in terms 
of collection, illustrate whether provision for bad debts of accounts receivable is sufficient. 
The annual audit accountant please verify and give clear opinion.

Reply:

For accounts receivable, the Company adopts expected credit loss approach to provide allowances 
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Verification opinion from accountant:
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The Company has conducted self-examination and confirms that the formulation and review 
procedures of its annual profit distribution plan are in compliance with relevant provisions and 
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Reply:

It is verified that the Company’s 2019 annual report does not provide an explanation for data with 


