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Summary of the Group's results, assets, liabilities and equity l« 6@ ZHIAE Y86e *e AgZAEBU
for the last five financial years is set out below: %hij
RESULTS 86

For the year ended 31 December
UdzUgdSURE

2015 2014 2013 2012 2011
ZgSiE ZgS,E ZgSgE ZgSZE ZgSSE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
[OEWO [OEWO [OEWO [OEWO [OEWO
(Note) (Note) (Restated) (Restated) (Restated)
€W €W €% oo €% o0 €% oo
Turnover 8 X 1,414,524 6,488,279 10,830,133 11,085,285 9,971,106
Gross (loss)/profit €a894; (706,918) (190,400 1,063,016 1,513,379 1,088,408
Results from operating activities % z 86 (7,689,352) (641,619) 524,902 924,486 925,417
(Loss)/prafit before taxation BUAET&IP; (8,037.702) (1177,656) (14,605) 452,268 697137
Income tax credit/(expense) 0{us0e5 x50 1,105,525 (114,657) (121,475) (119.18) (99,105)
(Loss)fprofit for the year E«Ef&dP; (6,932177) (1,292,313) (136,080) 333150 598,032
(Loss)/prafit attributable to: D&EF&YP;]
Equity shareholders of the Company I®! £B5P| (6,011,184) (1183,426) (247765) 257748 570,470
Non-controlling interests ¢>pAEB (920,993) (108,887) 111,685 75,402 27562
(6,932177) (1,292,313) (136,080) 333150 598,032
Coal handling and trading volume (000 tonnes) iv% ¢qoZEwss 3,952 15,935 24,034 22,093 15,927
Note: The results of the years ended 31 December 2015 and 2014 *Wj U ZgSzE;.ZgS,EdZUgdSURE "8
were presented on a combined basis of the Group from both 6W2¥;l« "5f% ¢(S"B% 8 "?2_0O
continuing and discontinued operations. of

China QinfaGroup Limited OO0 O00OOOOODO



ASSETS AND LIABILITIES *¢ A
As at 31 December
6dzUgdsU
2015 2014 2013 2012 2011
ZgSzZE ZgS,E ZgSgE ZgSZE ZgSSE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
[OAEWO [OAEWO [OAEWO [OAEWO [OAEWO
Total assets *< = 5,310,782 14,881,169 18,546,277 18,186,687 13,079,089
Total liabilities A<= (9,940178) (12,514,827) (14,855,639) (14,298,021) (9,824,241)
Total (deficit)/equity €fYJd AB<X (4,629,396) 2,366,342 3,690,638 3,888,666 3,254,848
Note: *Wj
1. The Company was incorporated in the Cayman Islands on 4 1. 1®16Zggr"EgU,U88 E¥XW OmdI®!
March 2008 and became the holding company of the Group U, % ZggXE-UdXUYYpYO€ YpYld®l
with effect from 12 June 2009 upon completion of certain Y& \E70 dI®!86ZggXE-UdZUO
reorganisation steps as set forth in the prospectus of the Y%ol« >p®!f
Company dated 19 June 2009 (the “Prospectus”).
In order to improve asset structure, the Company has % - *VOodI®!IS6ZgSSEdZUZO
reorganised the trading business of H ong Kong Qnfa ¥bigeb"®!€ 0O¥bige ™I« "E&
Trading Limited (“HK Qinfa Trading”), a wholly owned *nN®!eYqgw8 \ 0¥bi7¢qehb
subsidiary of the Group to Hong Kong Qnfa International "€l« $SeE nN®!EBHTIE
Trading Limited, another wholly owned subsidiary of the UdO¥bigori 8fO¥bigqoY¥%2é
Group, in December 2011. HK Qnfa Trading is dormant I @%hj
as at the dispatch date of the annual report. The audited
financial information of H K Qnfa Trading is as follows:
31 December 31 December
2015 2014
ZgSzZE ZgS,E
dzUgdsU dzUgdsU
uUsD’000 UsD000
woOo wOo
Revenue x ] - -
Gross profit a; - -
Net profit/(loss) before tax dUA [ — Ef&e 416 77)
Total assets *< = 10,534 10113
Net assets * o= 10,529 10113

Annual Report2015 COOO0OO0O0OO



Dear Shareholders,

On behalf of the board of directors (“ the Directors”) (* the Board”) China
Qinfa Group Limited (“the Qinfa Group” or “the Company”), | hereby
present the annual result of the Company and its subsidiaries (* the
Group”) for the year ended 31 December 2015.

In the end of 2015, China’s coal price index decreased by 12.7 or 9.2%
to 125.1 or as compared with the beginning of 2015. The Bohai-Rim
Steam-Coal Price Index of Qnhuangdao decreased from the apex of
RMB860 per ton in October 2011 to RMB370 per ton in the end of 2015,
at the same level as in the end of 2004. Due to factors such as slowing
economic growth, optimisation of industrial structure, change of energy
structure and ecological constraint, growth of demand for coal is
seriously imbalanced in the constantly slowing coal market. The entire
industry is in excess capacity. The profit has substantially decreased,
with a loss of more than 90%.

In the tough period of the coal market, with the constantly falling coal
price, the downstream sector is unable to clear its stock. As a result,
the Group’s business and trade amount of coal also substantially
decreased, with an increased loss. U nder the difficult operation
environment, the Group has adopted the following measures:

DISPOSAL OF60% OFEQUITYHELD IN ZHUHAI
QINFA POR CO., LTD

Prior to the disposal, the G roup held 60% of equity interest in Zhuhai
Qinfa Port Co., ltd. In order to improve the Group’s cash position and
lower its gearing ratio, on 26 June 2015, Hong Kong Qnfa Trading
Limited (a wholly-owned subsidiary of the Company) (“ the Seller”)
entered into a conditional disposal agreement with Zhuhai P ort
Logistics Centre Co., Limited (. ¥JtBDP"®! ) (‘the Buyer”),
pursuant to which the S eller conditionally agreed to sell and the Buyer
conditionally agreed to purchase 60% of equity interest in Zhuhai

Qinfa Port Co., Ltd. for a total cash consideration of

China Qinfa Group Limited ¢7bi« P"®!



COMPLETING EQUITYLACING, MAINTAINING
LIQUIDITY

On 21 December 2015, in accordance with the placing agreement
between the Company and Sincere Securities Limited, a total of
200,000,000 placing shares have been placed to no less than six
placees at the placing price of H KD0.249 per placing share. The net
proceeds from the placing of approximately H KD47,917,000 will be used
for the Group’s general working capital to maintain the G roup’s liquidity.

OPTIMISING ALIOCATION, CONTROLLING COSTS
AND SAVING RESOURCES

In order to ensure the daily operation of the G roup under the difficult
business environment, we will (a) continue to optimise the G roup’s
organisational structure and asset allocation, and activate bad assets;
(b) increase production quality control over its coal products and reduce
penalty; (c) reduce the staff size and ensure high efficiency; (d) explore
multichannel sales combining traditional industry with “internet+”; and
(e) increase control over cash flow, maintain the current bank balance
and expand means of finance.

In the period when the overall industry is under major reform, the G roup
will concentrate its power to exploit at low cost and high profit. It will
overcome market pressure, speed up structural adjustment, enhance
management, increase cost control, optimise sales channels and
improve the business situation. In addition, the G roup is also looking for
opportunities to introduce strategic investors to improve asset structure
and develop new business models:

— further research the sales method combining internet and future
exchange platform with the coal industry, and complete the value-
added customer service integrating the coal industrial chain;

— respond the state’s initiative to use clean coal and upgrade the
Company’s industrial structure, pay attention to low calorific coal
projects, and discuss the feasibility of the pithead power plant
project based on its own colliery.
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Finally, I would also like to take this opportunity to express my sincere
thanks to the board of directors and all shareholders, management,
employees and business partners who have supported the G roup for
years. In 2016, the Group will take dramatic actions to establish a new
business environment and create more value for the investors.

Xu Jihua
Chairman
29 April 2016
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The Group is a leading non- State owned thermal coal supplier in

China, and it operates an integrated coal supply chain, including coal
mining, purchase and sales, filtering, storage, blending and shipping
transportation business. D uring the year ended 31 December 2015, the
Group continued to focus on these business activities and expanded its
integrated coal supply chain through upward vertical integration.

BUSINESS REVIEW

Disposal of 60% of E quity Interest Held in Zhuhai Qinfa Port
Co., Ltd.

Zhuhai Qinfa Port Co., Ltd. is mainly engaged in operating its own dock
as a coal port. It provides port handling services. U nder the impact of
the coal industry, it operates under very difficult business environment.

Prior to the disposal, the G roup held 60% of equity interest in Zhuhai
Qinfa Port Co., Ltd. In order to improve the Group’s cash position and
lower its gearing ratio, on 26 June 2015, Hong Kong Qnfa Trading
Limited (a wholly-owned subsidiary of the Company) (“ the Seller”)
entered into a conditional disposal agreement with Zhuhai P ort
Logistics Centre Co., Limited (. ¥JtBDpP"®! ) (‘the Buyer”),
pursuant to which the S eller conditionally agreed to sell, and the Buyer
conditionally agreed to purchase, 60% of equity interest in Zhuhai

Qinfa Port Co., Ltd. for a total cash consideration of RM B350 million. All
conditions of the conditional disposal agreement have been met, and
the disposal was completed in accordance with terms and conditions of
the conditional disposal agreement on 7 August 2015, after which the
Company has collected the cash consideration. The Company no longer
holds any equity interest in Zhuhai Q infa Port Co., Lid.

Completing E quity Placing, Maintaining Liquidity

On 21 December 2015, in accordance with the placing agreement
between the Company and Sincere Securities L imited, a total of
200,000,000 placing shares have been placed to no less than six
placees at the placing price of Hong Kong dollars (“HKD") 0.249 per
placing share. The net proceeds from the placing of approximately
HKD47,917,000 will be used for the Group’s general wording capital to
maintain the G roup’s liquidity.
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As of 31 December 2015, the Group owned and operated five coal mines
in the PRC.The table sets forth certain information about these coal

11

8Z9gS7EdzZUgdSUdl« 71

P¢¥s ZHISThEL1ePE i$YO

mines. e Of
Note Location Ownership Site area Operation status
W ®A 1pg+a & 6K1
(sq. km)
€ UwW=e
Huameiao Energy 1,2 Shuozhou 80% 4.3 Under operation
— Xingtao Coal Shanxi 6e
6006-UN3xi8 t aE
Huameiao Energy 1,3 Shuozhou 80% 2.4 Under operation
— Fengxi Coal Shanxi 6
606-UN? i8 t aE
Huameiao Energy 1,4 Shuozhou 80% 2.9 Under operation
— Chongsheng Coal Shanxi 6
606-UN~"°i8 t aE
Xinglong Coal 15,6 Xinzhou 100% 4.0 Under development
3ai8 Shanxi Sie
t SE
Hongyuan Coal 157 Xinzhou 100% 41 Under operation
fAi8 Shanxi 6
t SE
Tiaro Coal Australia - n.a. Disposed during 2015
r  (2014:26.31%) "G\ §62gSzE /
€29S,E]j
26.31% -
Notes: *Wj
(1) The Group engaged an independent mineral industry consultant to (1) 1« %AS.um$8¥*®!i%  JORCA A
estimate the total coal reserves and resources as of 31 D ecember 2015 in 6ZgSzEdZUgdSUY<ie«-Z
accordance with the J ORC Code. e<ie UZf
(2) The production capacity for Xingtao coal mine of H uameiao Energy is 1.5 (2) 606°U3xi$Y £+]% 1,500,000 § J
million tonnes per annum, with a total investment budget (excluding coal Ed<® kQ % [ O A380,000,000¢CE"
washing plant) of RMB380 million. The construction was commenced in "Yyi@dzZgSSEdUST £fU Z
October 2011. As of 31 December 2015, the accumulated actual investment gSzEdzUgds ] %a¢® [OA
was RMB380 million. The mine has started joint trial operation since 30 380,000,000 ©f Z g E-UgdUS-L
June 2014, and is now subject to testing and inspection. ¥ 67dfAM T e

Annual Report 2015 ZgSzZEE



12

(3) The production capacity for F engxi coal mine of Huameiao Energy is 0.9 (3) 6 O6eUL i$SY £¢]% 900,000 $§ J
million tonnes per annum, with a total investment budget of RM B400 Ed<3® kQ %[O A 400,000,0000dZg
million. The construction was commenced in S eptember 2011. As of SSEXUS§” fU ZgSZEdZUg
31 December 2015, the accumulated actual investment was RM B397 dsud] %%c¢® [OZA 397,000,000 ©f
million. The construction of F engxi coal mine and coal washing plant was 0Z2gS, E sUzdsuUud:? i qyi@
completed on 21 January 2014 and delivered a capacity of 0.9 million S "do-0O*e 900,000 § J Ef
tonnes per annum.

(4) The production capacity for Chongsheng coal mine of H uameiao Energy is (4 606UN°ISY £+ % 900,000 $§ J
0.9 million tonnes per annum, with a total investment budget of RM B391 Ed<3 kQ [ O A£391,000,0000dZg
million. The construction was commenced in S eptember 2011. As of 31 SSEXUS§” fuU ZgSZEdZUg
December 2015, the accumulated actual investment was RM B392 million. dsud] %c¢®* [OZA 392,000,000 0f
The construction of the coal mine and coal washing plant was completed, i$gyi@”"asS “d-0O*e 900000
delivering a capacity of 0.9 million tonnes per annum. It has commenced SJEdZgS,ESUZdSUS3*f
operation on 21 January 2014.

(5) The Group completed the establishment of two companies, Xinglong (5) 6Z9gSgE]j dl« OmY3ri8y¢
Coal and Hongyuan Coal, both wholly-owned by Shenchi Shenda Energy fAIBG®! Ge®!i_z8&$27:
Investment Co., Ltd. during the first half year of 2013. U3 P"®!E 1bf

(6) The production capacity for Xinglong coal mine is 0.9 million tonnes (6) 32i$Y £+]|% 9000003 JEd<?
per annum, with a total investment budget of RM B348 million. The k Q % [ O A348,000,000©dZgSZEdZ
construction was commenced in D ecember 2012. As of 31 December U8" £fU ZgSzEdzUgdsud
2015, the accumulated actual investment was RM B222 million. The mine ] Y% ¢ [ O /222000000 ©d°f$
construction, civil engineering and installation works are in progress. ez eA Mt of

(7) The production capacity for H ongyuan coal mine is 0.9 million tonnes per 7y fAISY £¢]|% 9000003 JEd <3
annum, with a total investment budget of RMB446 million. The construction k Q %0 [ O A846,000,000©0d ZgSgEgU
was commenced in March 2013. As of 31 December 2015, the accumulated §" £fU ZgSzEdzUg ud]
actual investment was RM B294 million. Ya¢c3 [OA& 294,000,000 ©f

CQOAL CHARACTERISTICS ie$D

Characteristics of the commercial coal produced by the G roup’s l« Y6 i$O[*Y 8iY$D¥%hj

operating mines are as follows:

Huameiao

Huameiao Huameiao Energy —

Energy — Energy — Chongsheng

Xingtao Coal Fengxi Coal Coal
606U 606U 606U

Coal Quality Characteristic i/$D N3xi8 Ntis N~oig

Seam i4 4 4 4

Moisture (%) az+ (%) 8.09-10.57% 2.19-2.65% 2.31-3.59%

Ash (%) 0% (%) 15.51-24.27% 20.58-2753%  23.25-30.74%

Sulfur (%) N2 7 (%) 0.86-0.92% 0.69-0.88% 0.84-1.80%

Volatile M atter (%) hiJrZ (%) 26.27-28.31% 23.58-27.46% 23.58-25.91%

Energy Content (MJ/kg) i ZESE Jw4e 18.24-22.35 17.35-21.12 1714-19.35

China Qinfa Group Limited «7bi« P"®!



13

OPERA'ING DAA 6 pY¥
Reserves and Resources Z¢ UZ
Huameiao Huameiao Huameiao
Energy - Energy - Energy -
Xingtao Fengxi  Chongsheng Xinglong Hongyuan
Coal Coal Coal Coal Coal Total
6006 600 606
“UN “UN VAY
3xi8 1ig noig 30i8 fAi8 <
Reserves 7
Reserves as of U zgSiEdzUgdsU
31 December 2015 (Mt) CY- 766380
— Proven reserves NCgw-Z 6313 1719 3010 2249 30.16 163.07
- Probable reserves N?2+.7 12.26 2743 1951 953 117 69.90
Total reserves as of U zgSzEdzUgdSU
31 December 2015 (Mt) Y< €68 75.39 44.62 49,61 32.02 3133 23297
Resources Uz
Resources as of U ZgSzEdzUgdSU
31 December 2015 (Mt) cY UZEDG-§e 111.94 69.09 73.70 45.96 4178 342.47
The Group engaged an independent mineral industry consultant to [« % AS.Um$8¥*®!i¥ JORCA

estimate the total coal reserves and resources as of 31 D ecember 2015

in accordance with JORC Code.

E 8Z2gSzEdzZUgdsSUY<ie-

Zéi<ie UZ

f
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The following table sets forth the full-year production figures at the
abovementioned mines for the years indicated:—

h@Ee«jj i$60jE YEE*Z%}]

Year ended 31 December

U dzUgdSURE

2015 2014
ZgSZE ZgS,E
('000 tonnes) ('000 tonnes)
Raw coal production volume ai*Zz E€wSe EwSse
Huameiao Energy — Xingtao Coal 606°-UN3xi8 452 1,313
Huameiao Energy — Fengxi Coal 606°UN"? i8 545 2,212
Huameiao Energy — Chongsheng Coal 6006°UNAN°i8 445 1,342
Ruifeng Coal *.i8 - 191
Hongyuan Coal fAi8 - 172
Total < 1,442 5,230
Year ended 31 December
U dzUgdSURE
2015 2014
ZgSZE ZgS,E
('000 tonnes) ('000 tonnes)
Commercial coal production volume 8i*Z E€wSe EwSse
Huameiao Energy — Xingtao Coal 606°-UN3xi8 294+ 854+
Huameiao Energy — Fengxi Coal 606°-UN1® i8 354+ 1,438*
Huameiao Energy — Chongsheng Coal 606-UN"°i8 289* 873"
Ruifeng Coal °,i8 - 191"
Hongyuan Coal fAi8 - 136*
Total < 937 3,492
N No washing process is applied to the coal produced by Ruifeng Coal. i «,i8[*Yis(it yof
+ :  Per the competent person’s report issued on 30 S eptember 2011 and j 1%ZgSSEXUgdU¢ ZgSgE?Z

31 May 2013, the volume of commercial coal produced by Huameiao
Energy and Hongyuan Coal is calculated by a yield rate of 65% and
79% of raw coal respectively.

China Qinfa Group Limited ¢7bi« P"®!
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Exploration, Mining and Development Expenses

The Group’s exploration, mining and development expenses consist of

the following amounts:

2esS®¢ ST\

l« Y 2eS®¢ ST\ <gh-X]j
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Year ended 31 December
U dzUgdSURE

2015 2014
ZgSzE Z9S,E
RMB’000 RMB’000
[OEWO [OEWO
Materials and consumables J@¢ fU 45,833 66,614
Staff cost p~ Ol 139,185 120,142
Other direct cost 1a\YOI 37,453 59,244
Overhead and others eVYOléli 193,776 248,574
Evaluation fee Y I 2,455 16,869
Total < 418,702 511,443
FINANCIAL REVIEW I «¥
Revenue and Handling and Trading Volume x]~% ¢q@8Z
Year ended 31 December
U dzUgdSURE
Revenue x] 2015 2014
ZgSZE ZgS,E
RMB’000 RMB’000
[OEW® [OAEWO
Coal business i*e8 1,220,485 6,292,314
Shipping transportation “66i 156,722 157132
Port service income ¥y x]
(reclassified as discontinued operation) € -+0%S"RBR¥% 8 - 37,317 38,833

Year ended 31 December
U dzUgdSURE

Handling and Trading volume % ¢cqoZ 2015 2014
ZgSZE ZgS,E

‘000 tonnes ‘000 tonnes

w w S

Coal Handling and Trading ie% 0@ 3,952 15,935

Annual Report 2015 ZgSzZEE
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During the year ended 31 December 2015, the volume of the Group’s
coal handling and trading recorded a 75.2% decrease as compared with
2014. The monthly average coal selling prices during the year ended 31
December 2015 were in range between RMB206 per tonne and RMB354
per tonne, which were lower than the average selling prices between
RMB263 per tonne and RMB452 per tonne in 2014. The decrease in
coal handling and trading and monthly average coal selling price were
principally because of the slow down in the growth of economics in
China and resulting the sluggish coal demand during 2015, as well

as the decline of international energy prices which aggravated the
adjustment of coal price in China during 2015.

The average coal selling price and the coal handling and trading volume
for each of the three years ended 31 December 2015 are set forth in the

U ZgSZ72EdZUgdSURE d~Zg
S,E‘adl« Yie¥% ¢q@8Z C
752% fdU ZgSZEdzZzUgdSURE
«YEU;iie/ §+ES[OA 206 ©
ES[OA& 3540d-6Z9gS,ES§+ES
[O£E263© ES[OAE 4520Y il f
i*¥% ¢cqo@cEU;iie/ h%nYo
a?)ZgSzE.7%o#—0ad-gci
«8Ep "Ad jZgSZE7¢eU o

h{d +7Yis o Af

U ZgSzEdzZzUgdSURgEC¢HE
d;iieV/ g~i*% ¢q@Z1-

table below: 0hEj
Year ended 31 December
U dzUgdSURE
2015 2014 2013
ZgSzE ZgS,E ZgSgE
Average selling price (RMB per tonne) (il EES[O/EO- 309 395 445
Average monthly handling and EUY% ¢qoZ€Ewse
trading volume ('000 tonnes) 329 1,328 2,003
The Group sells blended coal which is sourced from both overseas l« Z1 .¢e77«9 ®...Yie¥%

and the PRC domestic markets to customers, including power plants,
cement plants and coal traders. M ost of the Group'’s customers are
located in the coastal regions of China. P ower plants purchase coal

for use in the combustion processes to produce steam for power and
heat. Cement plants consume coal as primary fuel in their production
process. The following table sets forth information regarding the Group’s
coal sales by industry segment during the years ended 31 D ecember
2015 and 2014:

China Qinfa Group Limited ¢7bi« P"®!
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Year ended 31 December
U dzUgdSURE

2015 2014
ZgSzE ZgS,E

Percentage of Percentage of
Net sales Net sales Net sales Net sales

&<V/ X &<V/ X
VI X Yota VI X Y6ta
RMB’'000 % of total RMB’000 % of total
[OEwWO (%) [OE WO (%)
Power plants ie@ 273,611 22.4 1152187 18.3
Coal traders ieqo 502,924 41.2 1,844,004 29.3
Cement plants and others* A% @¢lu* 443,950 36.4 3,296,123 52.4
Total < 1,220,485 100.0 6,292,314 100.0

* 1U0 8}e7Pi6D f

U ZgSz2EdzUgdSURE 8
A OY“"66i+tA 8X %[O A
156,700,000 ©d p Z g S, E«, % [ O £
157,100,000 ©f61¢ £.A O autp
f6ZgSZE-5¢>f

l« 8ZgSzE~UVU /18. bi
¥ b"®!"p&Efa d. bi¥ p"
®!"Z%|I®!en®!fl« Y¥y8
SA"R¥% d¥y8 YxB¢864a "Z6
l« YXB¢86e%0Of
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Cost of sales V/iOol
Cost of sales of the Group in 2015 amounted to RM B2,053.9 million, l« 8ZgSzEYV/OIl:[O0EA&
representing a decrease of 69.1% compared with RM B6,652.7 million 2,053,900000 ©d 0 Z g S , E [ O &
in 2014. The decrease was due to the fall in coal trading and handling 6,652,700,000 © " C69.1% fV/OIlh{6
volume during the year of 2015. _0i*¥% ¢q@©Z28Z9gSZEh{O
cf
The table below set forth the cost of sales of the coal business segment: hE1+ie8 +tAYV/OI]j
Year ended 31 December
U dzUgdSURE
2015 2014
ZgSzZE ZgS,E
RMB million RMB million
[OEG6-© [OEG-©
Cost of coal purchased ... ieY Ol 1,322.8 5,735.8
Cost of coal transportation* ie6iYOI * 66.7 2115
Cost of self-produced coal *ieYOI 445.4 523.6
M

*  je6iOI8¥;AVAYBIiOIf

China Qinfa Group Limited ¢7bi« P"®!



The Group purchases coal from both overseas and the PR C market. The | «
following table sets forth information regarding the G roup’s origins of epé

coal based on sales volume and net sales in 2015 and 2014

19

.o 7T7«9 ®..iefhE1
l« 6ZgSzE¢ZgS,E,®2

VZeVI X£67i+8U" @

Year ended 31 December

U dzUgdSURE

2015 2014
ZgSzE ZgS,E
Sales volume Net sales  Sales volume Net sales
\ VI X \ VI X
'000 tonnes RMB’000 ‘000 tonnes RMB’000
Origins of coal ie8U w S [OEWO w S [OAEAWO
China o7 3,944 1,216,981 14,735 5,751,675
Indonesia ™ 5 1 384 625 260,122
South Africa ¢ 4 2,031 4 1,604
Australia ®r 1 240 376 179,776
Canada Al 1 726 153 75,734
Others (V] 1 123 42 23,403
Total < 3,952 1,220,485 15,935 6,292,314
The Group keeps expanding the network of suppliers to ensure a supply l« 1fRBe6D c dg¥%-HP f/
of coal with reliable and stable quantity and quality. 0¢Cop ZYie6Df
The Group has established stable cooperative relationships with its key l« ~18 .¢o*77«i*6D m
overseas and PRC domestic coal suppliers and has developed business Y¢r>¥*é.do~}up 6D b C

relationships with the majority of them over a period of not less than

AR

gEYS8 »8¢&é -fuyl« _{Y f¢

*6Df
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Gross Loss

The Group’s gross loss was RMB676.7 million during the year ended
31 December 2015 as compared with RM B203.3 million during the
same period in 2014. The Group recorded gross loss in 2015 principally
because of the extended downturn of coal market in China and the
sharp decrease in average selling prices of thermal coal price since the
beginning of 2015, which was significantly higher than the reduction in
cost of material and other costs of production.

Other Income, Gains and Losses

During the year ended 31 December 2015, the Group’s other income,
gains and losses amounted to RMB17.4 million, as compared with
-RMB46.8 million in the same period in 2014. The increase in other
income, gains and losses in 2015 was mainly due to the absence of
the one-off loss arising from the loss on disposal of R uifeng Coal of
RMB162.6 million in 2014.

Distribution Expenses

Distribution expenses decreased by 65.2% to RM B30.8 million for the
year ended 31 December 2015, compared by the RMB88.4 million in the
same period in 2014. The decrease was in line with the decrease in coal
handling and trading volume in 2015.

Administrative Expenses

During the year ended 31 December 2015, the Group’s administrative
expenses amounted to RMB208.3 million, representing a decrease of
10.8% compared by the RMB233.4 million in the same period in 2014.
The decrease was mainly due to the fact that the G roup has launched a
series of cost saving controls during the year to lower the administrative
expenses.

China Qinfa Group Limited ¢7bi« P"®!
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Other Expenses

During the year ended 31 December 2015, the Group’s other expenses
amounted to RMB6,760.4 million, which mainly included impairment
losses recognised in respect of (i) property, plant and equipment
amounted to RM B3,067.5 million; (ii) coal mining rights amounted to
RMB2,678.4 million; (iii) interests in associates amounted to RM B70.7
million; (iv) trade receivables amounted to RM B502.5 million; and (v)
prepayments and other receivables amounted to RM B394.9 million.

Net Finance Costs

Net finance costs of the Group in 2015 amounted to RM B368.0 million,
representing a decrease of RMB148.1 million or 28.7% from RM B516.1
million in 2014.

Loss Attributable to E quity Shareholders

Loss attributable to equity shareholders of the Company during the year
ended 31 December 2015 was RMB6,011.2 million as compared with

RMB1,183.4 million in the same period in 2014. The increase in loss was

principally due to the non-cash loss arising from the impairment losses,
with an aggregate amount of RM B6,714.0 million recorded in other
expenses.

LIQUIDITY, FINANCIAL RESOURCES ANDA@ITAL
STRUCTURE

The Group adopts stringent financial management policies and strives
to maintain a healthy financial condition. The Group funds its business
operations and general working capital by internally generated financial
resources and bank borrowings.

As of 31 December 2015, the Group recorded net current liabilities

of RMB6,229.0 million. The Group has taken initiative to enhance the
financial flexibility by diversifying the funding bases and obtain medium
term loans to replace short term loans. The Group is currently in the
process of negotiating with certain banks in the PR C to raise new
medium to long term interest-bearing bank borrowings.

NVEYe)
U ZgSZzEdZUgdSURE dl«

Y1080 %[O A 6,760,400,000 ©d | 6
<1lght¢°LOY =f&]j
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On 30 November 2015, the Company entered into a placing agreement
(the “Placing Agreement”) with S incere Securities Limited (the “ Placing
Agent”) pursuant to which the P lacing Agent has agreed to place to
independent placees for up to 200,000,000 new shares in the capital

at the Company (the “Shares”) at a price of HKD0.249 per placing
share, for and on behalf of the Company. The net proceeds from the
placing amounted to H K$47.9 million. The Directors believe that the
subscription can provide an opportunity to broaden the shareholder
base and strengthen the capital base and financial position of the
Company for the Group's future business developments. The conditions
of Placing Agreement have been fulfilled and completion of the placing
took place on 21 December 2015. As a result of the placing, the number
of Shares increased from 2,078,413,985 S hares (31 December 2014) to
2,278,413,985 Shares (31 December 2015).

As of 31 December 2015, the cash and cash equivalents of the Group
amounted to RMB20.7 million (as at 31 December 2014: RM

China Qinfa Group Limited ¢7bi« P"®!
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As of 31 December 2015, the Group’s cash and cash equivalents, except
amount of RMB8.9 million in United States dollars (* USD”) and amount
of RMBO0.6 million in HKD, were held in RMB. All the Group’s bank and
other borrowings made in RM B.

The gearing ratio (calculated as bank and other borrowings netted off
sum of cash and cash equivalents and pledged and restricted deposits
divided by total assets) of the Group as at 31 December 2015 was
109.9% (as of 31 December 2014: 47.7%). The increase in gearing ratio
was mainly due to decrease of total assets as a result of impairment
losses on property, plant and equipment, coal mining rights, interests in
associates, trade receivables and prepayments and other receivables.

EXPOSURETO FLUCTUAIONS IN EXCHANGE RAES

The Group’s cash and cash equivalents are held predominately in RM B
and USD. Qperating outgoings incurred by the G roup’s subsidiaries in
the PRC are mainly denominated in RMB while overseas purchases are
usually denominated in USD . The Group's subsidiaries usually receive
revenue in RMB. Hence, the Directors do not consider that the G roup
faces significant exposure to foreign exchange fluctuation risk.

PLEDGE OF SSETS OFTHE GROUP

As at 31 December 2015, the Group's assets in an aggregate amount
of RMB3,073.7 million (as at 31 December 2014: RMB9,782.4 million)
in forms of property, plant and equipment, coal mining rights, lease
prepayments, inventories, trade and bill receivables and bank deposits
were pledged to banks for credit facilities granted to the G roup.

CONTINGENTLIABILITIES

Except for certain matters disclosed in the note 41 to the consolidated
financial statements, the G roup did not have any material contingent
liabilities as at 31 D ecember 2015.

FINAL DIVIDEND FORTHE YEAR ENDED 31
DECEMBER 2015

The Board does not recommend the payment of a final dividend for the
year ended 31 December 2015 (2014: Nil).
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MATERIAL ACQUISITION AND DISPOSL OF
SUBSIDIARIES

Except for the disposal of the equity interest in Zhuhai Q infa Port
Co., Limited on 7 August 2015 as disclosed in the note 10 to the
consolidated financial statements, there was no material acquisition

and disposal of subsidiaries during the year ended 31 D ecember 2015.

Additional information is set forth in the notes to the consolidated
financial statements of the G roup.

COMPLIANCE WITH LAWS AND REULATIONS

Throughout the year ended 31 December 2015, the Company has
complied with the relevant laws and regulations that have significant
impact on the operations of the G roup.
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RELATIONSHIPS WITH CUSTOMERS AND SUPPLIERS~ O ¢ 6D ~é-

The Group understands that it is important to maintain good
relationships with customers, suppliers and other business partners
to achieve its long-term goals. Accordingly, our senior management
has kept good communication, promptly exchanged ideas and shared
business updates with them when appropriate. E xcept for certain
outstanding litigations as disclosed in note 41(a) to the consolidated
financial statements, there was no material and significant dispute
between the Group and its customers, suppliers and other business
partners during the year.
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EMPLOYEES AND REMUNERAION

As of 31 December 2015, the Group employed 1,557 employees. The
Group has adopted a performance-based reward system to motivate its
staff and such system is reviewed on a regular basis. In addition to the
basic salaries, year-end bonuses may be offered to staff members with
outstanding performance.

Members of the Group established in the PR C are also subject to

social insurance contribution plans organised by the PR C government.

In accordance with the relevant national and local labour and social
welfare laws and regulations, members of the G roup established in the
PRC are required to pay on behalf of their employees a monthly social
insurance premium covering pension insurance, medical insurance,
unemployment insurance and other relevant insurance. M embers of
the Group incorporated in H ong Kong have participated in mandatory
provident fund scheme, if applicable, in accordance with the applicable
Hong Kong laws and regulations.

In addition, a Pre-1PO Share Option Scheme and Share Option Scheme
were adopted in June 2009 to retain staff members who have made
contribution to the success of the G roup. As at 31 December 2015,
the total number of share options outstanding was 154,393,369. The
Directors believe that the compensation packages offered by the

Group to its staff members are competitive in comparing with market
standards and practices.

BUSINESS OUTIOOK

In the tough period of the coal market, with the constantly falling coal
price, the downstream sector is unable to clear its stock. As a result,
the Group’s business and trade amount of coal also substantially
decreased, with an increased loss. U nder the difficult operation
environment, the Group has adopted the following measures:

Optimising Allocation, Controlling Costs and Saving Resources

In order to ensure the daily operation of the G roup under the difficult

China Qinfa Group Limited ¢7bi« P"®!
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Looking forward to the coming year, under the state policy of “cut
excessive industrial capacity”, the coal market is hard to recover from
the difficult situation in short period as China’'s economic development
is now in a new normal of structural adjustment. H owever, the
Thirteenth F ive Year P
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The Board presents this annual report, together with the audited
consolidated financial statements of the G roup for the year ended 31
December 2015 (the “Consolidated Financial Statements”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
Group is principally engaged in the coal operation business involving
coal mining, purchase and sales, filtering, storage, blending of coal in
the PRC and shipping transportation. The principal activities of the
subsidiaries of the Company are set out in note 20 to the Consolidated
Financial Statements.

BUSINESS REVIEW

Details of the business review information are set out in the section headed
“Management Discussion and Analysis’ on pages 9 to 27 of this report.

S
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PREEMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association (the “Articles”) or the laws of the Cayman Islands,
being the jurisdiction in which the Company was incorporated, which
would oblige the Company to offer new Shares on a pro rata basis to
existing Shareholders.

FINANCIAL SUMMARY

A summary of the Group’s result for each of the five years ended

31 December 2015 and the Group's assets and liabilities as at 31
December 2011, 2012, 2013, 2014 and 2015 are set out on page 4 to 5 of
this report.

PURCHASE, SALE OR REDEMPTION OFHE
COMPANY'’S LISTED SECURITIES

During the year ended 31 December 2015, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any listed securities of
the Company.

DIRECTORS

The Directors during the year of 2015 and up to the date of this report
are as follows:

Executive directors:

Mr. XU Jihua (Chairman)
Mr. BAl o

(Appointed as Chief Executive Officer on 10 December 2015)
Mr. XU Da
Mr. MA Baofeng
Ms. WANG Jianfei

(Resigned as Chief Executive Officer on 10 December 2015)
Mr. WENGLi (Resigned on 8 April 2015)

Independent non-executive directors:
Mr. HUANG Guosheng

Mr. LAU Sk Yuen
Mr. XING Zhiying
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BIOGRAPHI@L DETAILS OF DIRECTORS AND SENIOR ¢ + ¢ +tM#45Y

MANAGEMENT

Brief biographical details of D irectors and senior management are set
out on pages 53 to 57 of this report.

DIRECTORSAND CHIEF EXECUTIVE INTERESTS
AND SHOR POSITIONS INTHE SHARES
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2015, the interests and short positions of the
Directors and chief executive of the Company in the shares, underlying
shares and debentures of the Company or its associated corporations
(within the meaning of P art XV of the Securities and Futures Ordinance
(Cap. 571 of the Laws of Hong Kong) (the ‘SFQO")), which were required
(a) to be recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO; or (b) to be notified to the Company
and the Stock Exchange pursuant to the M odel Code for Securities
Transactions by Directors of Listed Companies (the “Model Code”)
contained in Appendix 10 to the Listing Rules were as follows:

1. Interests in the Company

Number of shares

@+¢+tM#4Y5Y <181 SK 53
57 +f

e+¢0+ A[pOp..e ép
.. AN "EB¢{AQ

8Z9gS72EdzZUgdsSUdI®!eé+¢

d+ A[pdI®!¢l 'L, €5E O

¥, 7K 571YCN¢ ,-a7€ CNg¢,-4a
7 XVAe"p..e ép..,ANe1p
(@1%CN¢,-a7K 35282%}061®!

OAATY «iD (Bi%j9eAL£+}dO
1j9®!é+1t CNtog~z_A E€ z
CAE™2.11®!1,LtO"EABDPAQ

Y%hij

1. 0I®!"AB
Approximate percentage
of issued share capital
of the Company (%)

&I®!Si pl
p..pf “20 6+ a(%)

Long Short Long Short

Name of Director Nature of interest positions positions positions positions
g+'o EBI/ »Q fiQ »Q fiQ
Mr. XU Jihua* Corporate 1,168,229,610 Nil 51.27 Nil

(Note 1)

+>6¢[ * ®! EeW 1o I I
Ms. WANG Jianfei Beneficial Owner 100,000,000 Nil 4.39 Nil
T-~{ Y“iB1p | I I
Mr. XU Da Beneficial Owner 145135,251 Nil 6.37 Nil
+:¢] Y%aB1b[ | I
Mr. MA Baofeng Beneficial Owner (Note 2) 54,164,457 Nil 2.38 Nil
G-oq] ViB1b[EeW 2 i [
Mr. BAl Tao Beneficial Owner 50,000,000 Nil 219 Nil
chi<[ Y4B1p[ I I
Mr. HUANG Guosheng Beneficial owner (Note 3) 500,000 Nil 0.02 Nil
»7+<[ YiBIP[€eW 3 I I
Mr. LAU Sik Yuen Beneficial owner (Note 4) 500,000 Nil 0.02 Nil
U< YABIP[EeW 4 I 1
Mr. XING Zhiying Beneficial owner (Note 5) 500,000 Nil 0.02 Nil
>® < Y4B1P[EsW 5o I 1
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Notes:

1. These Shares include 1,036,000,000 Shares and 118,000,000 Shares
to be allotted and issued upon full conversion of the perpetual
subordinated convertible securities (* PSCS”) are held directly by
Fortune Pearl International L imited (“ Fortune Pearl”) which is wholly-
owned by Mr. Xu Jihua. By virtue of the SFQ Mr. Xu is deemed to have
interests in the S hares so held by Fortune Pearl. The remaining Shares
are held directly by Mr. Xu.

2. The beneficial interest represents 1,200,000 S hares and 2,964,457
Shares that may be issued pursuant to the full exercise of the options
granted to Mr. MA under the Share Option Scheme on 12 June 2009
and 17 January 2012 respectively.

3. The beneficial interest represents 500,000 S hares that may be issued
pursuant to the full exercise of the options granted to M r. HUANG
Guosheng under the Share Option Scheme on 30 April 2015.

4.  The beneficial interest represents 500,000 S hares that may be issued
pursuant to the full exercise of the options granted to M r. LAU Sk Yuen
under the Share Option Scheme on 30 April 2015.

5. The beneficial interest represents 500,000 S hares that may be issued
pursuant to the full exercise of the options granted to M r. XING Zhiying

under the Share Option Scheme on 30 April 2015.

*  Mr. XU Jihua, being a Director, is also acting as the Chairman of the
Board.

2. Interests in associated corporations

.Wj

1. p.. < 1,036,000000pp ..¢ 0,
p3IQnédt IpCNE Qnat |
PCN™ Sgdi¢gi ~ 118,000,000

pp.. ®E7¢h"®I€ @®wE™\Y5
Pdp ®! +>6<[E 1hfi
CN¢,-a7d+<[—V%b_oES5
P p..etPAEBfgh ™ p..._ £«]
bE®RE\Y5Pf

2. Y%B/AE;821®!+96ZggXE-U
dZU¢ZgSZESUdVUI%..p A&
E-86<["...p&E E& 40pi
Y 1,200,000 p ¢, 2,964,457 pp ... f

3. %.“BAE;82|®!6Z29gSzE,Ugd
Ui%..pE E-3»7+<["..pk&
E& 40pi Y 500,000 pp ... f

4, Y4B AE;821®!829gS2E,Ugd
Ui%..pE E-3 |U["...pE
E& 40pi Y 500000pp..f

5. %BA;821®!8ZgS?2E,Uqgd
Ui%..pE E-35 >®<["..p kL
E& 40pi Y 500000pp..f

*  &+1>6<[duR,8+600f

2. 6°'L, "AEB

Name of associated Number of Percentage of
Name of Director corporations Capacity shares issued shares (%)
Si p..
e+'no ‘L, oH p..pf 0 + &4(%)
Mr. XU Jihua Fortune Pearl Beneficial owner 1 100
+>6¢] e E “B1b |

Save as disclosed above, as at 31 December 2015, none of the Directors
or chief executive of the Company had interests or short positions in

the shares, underlying shares or debentures of the Company and its
associated corporations (within the meaning of P art XV of the SFO
which were required (a) to be recorded in the register required to be
kept by the Company pursuant to section 352 of the SFO; or (b) to be
notified to the Company and the Stock Exchange pursuant to the M odel
Code.
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SUBSTANTIAL SHAREHOLDERSNTERESTS AND
SHORT POSITIONS INTHE SHARE @PITAL OFTHE
COMPANY

As at 31 December 2015, the interests and short positions of the
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O p BI®Iples"AEB¢AQ

62gS72EdzUgdSUdhe[{€d]I

persons, other than a Director or chief executive of the Company, in ®le+¢0+ A[p.0l®!'"p...¢
the Shares and underlying shares of the Company as recorded in the “ép...*d'Pi%CN¢,-aT7K 3364
register of interests required to be kept by the Company pursuant to AATAEBTYs O} AEB{AQ]
Section 336 of the SFO were as follows:
Approximate percentage of
issued share capital of the
Number of shares Company (%)
p..pf &I®!IST pl~ 208+ a%)
Long Short Long Short

Name of shareholder positions positions positions positions
p ‘@ »Q AiQ »Q fiQ
Fortune Pearl (Note 1) 1,154,000,000 Nil 50.65 Nil
e EE€E-W1- | ]
Link Beautiful Limited 215,000,000 Nil 9.44 Nil
LY¥—6P"®! i [
Note: *Wj
1. The 1,154,000,000 Shares include the interests in S hares by virtue of the 1. 1,154,000,000pp.. <A@6,p3IQna

118,000,000 Shares to be allotted and issued to F ortune Pearl upon full t I pCN Sgai¢i 118,000,000

conversion of the PSCS. Fortune Pearl is wholly-owned by M r. Xu Jihua, a pp..0p... " AEBfeeE_é++>6«¢]

Director. E tphf

Save as disclosed above, as at 31 December 2015, the Company had not
been notified by any persons (other than Directors or the chief executive
of the Company) who had interests or short positions in the S hares or
underlying shares of the Company which would fall to be disclosed to

the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFQ or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO.

PLACING OFSHARES

On 30 November 2015, the Company entered into a placing agreement
(the “Placing Agreement”) with S incere Securities Limited (the “ Placing
Agent”) pursuant to which the P lacing Agent has agreed to place to
independent placees for up to 200,000,000 new shares in the capital

at the Company (the “Shares”) at a price of HKDO0.249 per placing
share, for and on behalf of the Company. The net proceeds from the
placing amounted to H K$47.9 million. The Directors believe that the
subscription can provide an opportunity to broaden the shareholder
base and strengthen the capital base and financial position of the
Company for the Group’s future business developments. The conditions
of Placing Agreement have been fulfilled and completion of the placing
took place on 21 December 2015. As a result of the placing, the number
of Shares increased from 2,078,413,985 S hares (31 December 2014) to
2,278,413,985 Shares (31 December 2015).

3jO0OPE£Kk.d6ZgSzEdzUgdsS
Ud?i, [{€" <I®!1é+Dd=+
A[p+]6I1®!I6I®!p..D &p..
ed!Pi% CN¢,~a7K XVAK2¢ K3
+Apealdd2£I®I'PE"AEBDAQM
D21%CN¢,-a7K 336a%}061®!
AA“1% «"EABDPAQF

/

ZgSzEdSUgdUdI®!~AOCN
P"®!€ al/p# ™ ma/XDE &a/X
D™Mdada/p#Se pEI®! £
mO&®af[a/dp200000000p-p..€p
..™d g% Epa/p.. 0249¥©fa/0
{>° X % 47,900,000 ¥ ©fé + © % d ©
° d6U6R1p ?pdv-1®!

| ¢l Kldg®©l« U 8 i
«fa/XDYa+sS :0doa/Sdz
gSZzEdzUzdSU«Ofp..p
2,078,413,985 p€ZgS,EdzUgd
# 2,278,413985 p€Z2 g S 7
dsuU¢
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DIRECTORSRIGHTTO ACQUIRE SHARES OR
DEBENTURES

Other than in pursuant to the P re-IPO Share Option Scheme and the
Share Option Scheme detailed in note 31 to the Consolidated F inancial
Statements, at no time during the year ended 31 D ecember 2015 was
the Company or any of its subsidiaries a party to any arrangements to
enable the Directors to acquire benefits by means of the acquisition of
shares in, or debts securities (including debentures) of, the Company
or any other body corporate and none of the Directors, their spouses or
children under the age of 18, had any rights to subscribe for securities
of the Company, or had exercised any such rights.

PERPETUAL SUBORDINRED CONVERIBLE
SECURITIES

The Company had outstanding PSCS in the principal amount of
HK$194,700,000 as at 31 December 2015, which was convertible
into ordinary Shares in the Company at the initial Conversion Price
of HK$1.65 per conversion share (subject to adjustments). Assuming
the exercise in full of the conversion rights attaching to the PS CS at
the initial Conversion Price, a total of 118,000,000 conversion shares
will be issued. The PSCS were held by Fortune Pearl International
Limited. The sole ultimate beneficial owner of the F ortune Pearl
International L imited is M r. Xu, who is a Drector of the Company.

PERMITTED INDEMNITYPRCO/ISION

Subject to the applicable laws, every director of the G roup’s companies
shall be entitled to be indemnified by the relevant company against all
costs, charges, losses, expenses and liabilities incurred by him or her

in the execution and discharge of his or her duties or in relation thereto
pursuant to their respective Articles of Associations. S uch provisions
were in force during the course of the financial year ended 31 December
2015 and remained in force as of the date of this report.

REMUNERATION POLIY

The remuneration policy of the G roup to reward its employees is
based on their performance, duties and responsibilities, qualifications
and competence displayed. The Group has adopted a performance-
based rewarding system to motivate its employees and such system
is reviewed on a regular basis. In addition to the basic salaries, year-
end bonuses will be offered to those staff members with outstanding
performance.
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Emoluments payable to the senior management of the G roup are
decided by the remuneration committee of the Board, having regard to
the Group’s operating results, individual experience, performance and
responsibility, and the compensation levels adopted by companies of
comparable size engaging in similar business.

Emoluments payable to the D irectors are decided by the remuneration
committee of the Board, having regard to the compensation levels
adopted by companies of similar size engaging in similar business.

Details of the Directors’ emoluments and emoluments of the five
highest paid individuals in the G roup are set out in notes 11 and 12 to
the Consolidated Financial Statements.

MANAGEMENT CONTRATS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

MAJOR SUPPLIERS AND CUSTOMERS

The percentages of purchases and sales for the year attributable to the
Group’'s major suppliers and customers were as follows:
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Purchases ®...X
— the largest supplier Nod}6bD 31.4%
— five largest suppliers in aggregate NZ}6D ¥ 66.8%
Sales V /X
— the largest customer Na}y O 14.3%
— five largest customers in aggregate Nz} O¥ 52.4%

None of the Directors, their close associates or any shareholder (which
to the knowledge of the Directors owns more than 5% of the Company’s
share capital) had an interest in these major suppliers or customers.
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CONNECTED TRANACTIONS

Disposal of 60% of equity interest in Zhuhai Qinfa Port Co., Ltd.

On 26 June 2015, Hong Kong Qnfa Trading Limited (a wholly-owned
subsidiary of the Company) (the “Seller”) entered into a conditional
disposal agreement with Zhuhai P ort Logistics Centre Co., Limited ( .

¥JteDb"®! ) (the “Buyer”), pursuant to which the S eller
conditionally agreed to sell, and the Buyer conditionally agreed to
purchase, 60% of equity interest in Zhuhai Q infa Port Co., Lid. for a
total cash consideration of RM B350 million. All conditions of the
disposal agreement had been met, and the disposal was completed
in accordance with terms and conditions of the conditional disposal
agreement on 7 August 2015.

The Buyer is a wholly owned subsidiary of Zhuhai Port Holdings Group
Co., limited (. ¥>p« P"®! ) (‘Zhuhai Holdings”), which
owned 40% of the equity interest in Zhuhai Q infa Port Co., Ltd as at
the date of the disposal agreement. As such, each of Zhuhai H oldings
and the Buyer was a connected person at subsidiary level of the G roup.
Accordingly, the disposal constituted a connected transaction of the
Company under Chapter 14A of the Listing Rules.

Proposed disposal of entire equity interest in Hong Kong Qinfa
International T rading Limited

On 25 April 2016, Qnfa Investment L imited, a wholly owned subsidiary
of the Company, entered into a sale and purchase agreement with Bo
Hai Investment Limited to dispose of the entire shareholding interest
in Hong Kong Qnfa International Trading Limited (the “ Proposed
Disposal”). As Bo Hai Investment Limited is a company wholly owned
by Mr. XU Jihua, the ultimate controlling shareholder of the Company,
Bo Hai Investment Limited is a connected person of the Company.
Accordingly, the Proposed Disposal constitutes a connected transaction
of the Company under Chapter 14A of the Listing Rules. The Proposed
Disposal is yet to complete and is subject to approval of The Stock
Exchange of Hong Kong Limited and independent shareholders and
certain conditions precedent as stated in the sale and purchase
agreement.

The Group carried out the following continuing connected transactions
(other than continuing connected transactions that are exempted under
Rule 14A.76(1) of the Listing Rules) during the year ended 31 December
2014:
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Besides, the independent non-executive D irectors have conducted an
annual review on the Structure Contracts and have confirmed that (i)
the transactions carried out during 2015 have been entered into in the
ordinary and usual course of the Group’s business; (i) the transactions
carried out during 2015 have been entered into in accordance with the
relevant provisions of the S tructure Contracts and so that all revenue
generated by China Qnfa Group has been retained by Qinfa Logistics;
(iii) any new contracts or renewed contracts have been entered into on
the same terms as the existing Structure Contracts and are fair and
reasonable so far as the Group is concerned and in the interests of the
shareholders as a whole; and (iv) no dividends or other distributions
have been made by any member of China Qnfa Group to its equity
interest holders.

The Group comprises China Qinfa Group (as defined in the Prospectus)
and Hong Kong Qnfa Group (as defined in the Prospectus). Having
considered the demand for coal imported from overseas into China
and the expansion of the Group's overseas coal operation business,
the Directors strategically planned to centralise the management and
operation of the Group’s coal business in China and overseas markets
and determined that H ong Kong Qnfa Group should manage and
operate the coal operation business in China through the establishment
of Zhuhai Qinfa Logistics Co. Ltd. (“Qinfa Logistics”), a member of Hong
Kong Qnfa Group and an indirect wholly-owned subsidiary of the
Company in February 2008.

However, after verbal consultations with the relevant PR C governmental

authorities at Zhuhai at which the G roup operates its coal business, the
Directors understand that the PR C governmental authorities currently
do not grant Coal Operation Certificates to foreign equity controlled
companies as a matter of practice. In addition, according to (i) Article 7
of (The Regulations on the M anagement of Waterway Transport of the
PRC) promulgated by the State Council on 12 May 1987 and revised
on 27 December 2008 and (ii) (the Guidance of Foreign Investment
(Amended 2007)); and after the verbal consultations with the relevant
PRC governmental authorities at Zhuhai, the D irectors understand that
the PRC laws and regulations currently prohibit the issue of W aterway
Transportation L icences to foreign equity controlled companies. These
views have been confirmed by the PRC legal advisers of the Company.
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In order to allow Hong Kong Qnfa Group to manage and operate the
coal operation business in China, the E ngagement Agreements and

the Pledge Agreements (as defined in the Prospectus) (collectively the
“Structure Contracts”) were entered into under which all the business
activities of China Qinfa Group are managed and operated by Qinfa
Logistics and all economic benefits and risks arising from the business
of China Qnfa Group are transferred to Q infa Logistics. Pursuant to the
equity transfer agreements dated 25 O ctober 2010, 15 December 2010
and 17 December 2010, equity interests of Q inhuangdao Qinfa Trading
Co., ltd., Yangyuan Guotong Coal Trading and Transportation Co., Ltd.
and Datong Xiejiazhuang Jinfa Trading and Transportation Co., Ltd have
been transferred to the G roup. As of 31 December 2015, Zhuhai Qinfa
Trading Co., ltd (“Zhuhai Qinfa Trading”) and Zhuhai Qinfa Shipping Co.,
Ltd. (“Zhuhai Qinfa Shipping”) remained controlled by the G roup under
the Structure Contracts.

Mr. Xu, Ms Wang Jianfei, Mr. Xu Da, Zhuhai Qinfa Trading and Zhuhai
Qinfa Shipping entered into the E hgagement Agreements and the
Pledge Agreements on 12 June 2009. Qnfa Logistics is entitled to all
the revenue of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping after
deducting all relevant costs and expenses (including taxes) and has
the right to acquire any or all of the equity interests and/or assets of
Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping at the lowest possible
amount and at such time as permitted by the relevant PR C laws and
regulations. All equity holders of Zhuhai Q infa Trading and Zhuhai
Qinfa Shipping have granted to Qinfa Logistics a pledge over the equity
interests in equity holders for the purpose of securing the performance
of the contractual obligations under the S tructure Contracts. Any
amendment to the Structure Contracts shall be subject to the approvals
of (i) the directors nominated by Qinfa Logistics to Zhuhai Qinfa Trading
and Zhuhai Qinfa Shipping, and (i) for the purpose of promoting

good corporate governance, the Shareholders in general meeting. N o
amendments to the S tructure Contracts can be made unless required
under the Listing Rules or approved by Qnfa Logistics in writing in
advance. For details of the Structure Contracts, please refer to the
section headed “Reorganisation and the Structure Contracts” in the
Prospectus.
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The Structure Contracts, taken as a whole, permit the financial results

of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping and economic
benefits of their business to flow onto Qinfa L ogistics. In addition, all the
directors in Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping are to be
nominated by Qinfa Logistics. Through its control over the directors of
Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping, Qinfa Logistics is able
to monitor, supervise and effectively control the business, operations

and financial policies of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping
SO as to ensure due implementation of the S tructure Contracts. The
Structure Contracts also enable Q infa Logistics to exercise control over
and to acquire the equity interests and/or assets of Zhuhai Qinfa Trading
and Zhuhai Qinfa Shipping at the lowest value and at such time as
permitted by the relevant PRC laws and regulations with an undertaking
from the Controlling S hareholders to provide to Qinfa Logistics all the
consideration received pursuant to any such acquisition. Based on the
Structure Contracts, the D irectors consider that, notwithstanding the
lack of equity ownership between members of Zhuhai Q infa Trading

and Zhuhai Qinfa Shipping and Hong Kong Qnfa Group, Qinfa Logistics
is entitled to control the business of Zhuhai Q infa Trading and Zhuhai
Qinfa Shipping in substance. On this basis, the financial position and
operating results of Zhuhai Q infa Trading and Zhuhai Qinfa Shipping are
included in the Group’s Consolidated Financial Statements.

As a result of the Structure Contracts, Zhuhai Qinfa Trading and Zhuhai
Qinfa Shipping are accounted for as the Company’s subsidiaries, and
their financial position and operating results are consolidated in the
Group's Consolidated Financial Statements. The revenue and total
asset value subject to the arrangements under the S tructure Contracts
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amounted to approximately RM B43,090,561 (2014: RMB140,192,000)
for the year ended 31 December 2015 and approximately
RMB68,473,000 (2014: RMB73,183,000) as of 31 December 2015,
respectively.

°YxBg¢ *<=+90%[OA 43,090,561
©€Z g S, Ej[ O 0,192,000 0+
O[O AB8,473,000 0EZ g S ,Ej[O A&
73,183,0000

The Structure Contracts are governed by the PR C laws and provide for
the resolution of disputes through arbitration in accordance with the
arbitration rules of China International E conomic and Trade Arbitration
Commission in force at that time (the “ CIETAC Arbitration Rules”) in €ER OFDf2adVo¥0Z2.7,
China. Accordingly, the Structure Contracts would be interpreted in * Qdp, FDONZiY%e77¢%0
accordance with the PRC law and any disputes would be finally resolved qFER%pPBERAT €RSg Of
by arbitration in accordance with the CI ETAC Arbitration Rules.
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There are risks involved with the operation of the G roup under the
Structure Contracts. To the best knowledge of the Directors, if the
Structure Contracts are considered to be in breach of any existing or
future PRC laws or regulations, the relevant regulatory authorities would
have broad discretion in dealing with such breach, including:

- imposing economic penalties;

- discontinuing or restricting the operations of H ong Kong Qnfa
Group or Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping;

- imposing conditions or requirements in respect of the S tructure
Contracts with which Zhuhai Q infa Trading and Zhuhai Qinfa
Shipping may not be able to comply;

- requiring the Group to restructure the relevant ownership
structure or operations;

- taking other regulatory or enforcement actions that could
adversely affect the business of the G roup; and

- revoking the business licences and/or the licences or certificates
of Zhuhai Qinfa Trading and Zhuhai Qinfa Shipping and/or voiding
the Structure Contracts.

The Group takes the following measures to mitigate the risk and to
ensure proper implementation of the S tructure Contracts:

(@) as part of the internal control measures, major issues arising
from implementation and performance of the S tructured
Contracts are reviewed by the board of directors of Q infa
Logistics on a regular basis which is no less frequent than on a
quarterly basis;

(b) matters relating to compliance and regulatory enquiries from
governmental authorities (if any) are discussed at such regular
meetings which is no less frequent than on a quarterly basis;
and

(c) the relevant business units and operation divisions of the H ong
Kong Qnfa Group report regularly, which is no less frequent than
on a monthly basis, to the senior management of Q infa Logistics
on the compliance and performance conditions under the
Structured Contracts and other related matters.
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The Board confirmed that there is no material change in the contractual
arrangements under the S tructure Contracts and/or the circumstances
under which they were adopted, and their impact on the G roup. The
Board also confirmed that there is no removal of restrictions that led to
the adoption of the Structured Contracts.

In January 2015, the Ministry of Commerce of the PRC (the ‘MOFCOM”)
published the draft F oreign Investment L aw (the “Draft FIL”) under
which a foreign investor may be permitted to invest directly or indirectly
in restricted industries (i.e. without the need to use contractual
arrangements), so long as the foreign investor’s ultimate control
person(s) is/are PRC investors, subject to competent authorities’
approval and certain limitations. The explanatory memorandum
accompanying the Draft FIL proposed three options for dealing with
existing VIE structures. According to these three options, a foreign
investor would only be able to retain its business under contractual
arrangements after the D raft FIL becomes effective if is is in fact
controlled by PRC investors, subject to reporting or verification, or
otherwise with MOF COM's prior approval.

Based on the fact that M r. Xu holds 42.12% of the issued share capital
of the Company, and is hence capable of exerting decisive impact on the
management and decisions of China Qinfa Group through the Structure
Contracts, the PRC legal advisers of the Company advise that Mr. Xu is
likely to be deemed as “ultimate control person” under the D raft FIL and
that the contractual arrangements under the S tructure Contracts are
likely to be permitted to continue under the D raft FIL.

Since a number of legislative stages have to be undergone before the
promulgation and implementation of the new F oreign Investment L aw,
the Directors are given no reasonably sufficient evidence to believe that
the new Foreign Investment L aw will be adopted immediately and/or the
new Foreign Investment L aw will be the same content or form with the
Draft FIL and the accompanying notes. The Company will keep a close
eye on the development of legislation and retain external legal advisers
who will advise on the effect and the possible solutions to ensure that
timely reaction and necessary adjustment is made in accordance with
the new Foreign Investment L aw, and the relevant rules and regulation
taking effect in the future.

China Qinfa Group Limited ¢7bi« P"®!
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Details of the related party transactions of the G roup for the year ended
31 December 2015 are set out in note 37 to the Consolidated Financial
Statements. The related party transactions with Q infa Industry, M r. XU
and M
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Save for the options which have been granted under the P re-IPO Share
Option Scheme, no further options will be offered or granted under the
Pre-IPO Share Option Scheme, as the right to do so has been terminated
upon the listing of the S hares on the Stock Exchange. No share is
available for issue under the P re-1PO Share Option Scheme.

Set out below is further information on the outstanding options granted

01%/a®8i/A..p&E ES- Y..p
E.dZ"61%/a@3i1/A..pE ET
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p.. LtOj9 "Rfi%/a®Si/A

61 sUdi%/a®si/lA..pE &

under the Pre-1PO Share Option Scheme as at the date of this report: J 4YS- ..pAEYTSE <l+%hj
Number of Share options outstanding
J 4. pEpf
Approximate
percentage
of issued
share capital
At Exercised Lapsed At of the
Category/Name of 1 January during during 31 December  Exercise price Company
Participant Date of grant 2015 the year the year 2015 HK$ Exercise period (%)
0 o &I®!
Z9SiE ZgSzE Siply
~k69Jm - U, SUSU  GE« 4 0E«00 dzUgdsuU 4 4, 206+4
¥0 (%)
Executive director 12 June 2009
B &+ ZggXE-UdzU
Mr. MA Baofeng 1,200,000 - - 1,200,000 1.26 12 June 2009 to 0.05
6-o¢] 11 June 2019
ZggXE
~Udzu
ZgSXE
-UdsuU
Employees 12 June 2009 10,800,000 - - 10,800,000 1.26 12 June 2009 to 0.48
ip ZggXE-UdzU 11 June 2019
ZggXE
-Udzu
ZgSXE
~UdsuU
12,000,000 - - 12,000,000 0.53
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Notes:

1. The exercise price per share is HK$1.26 per share.

2. Each option granted under the P re-1PO Share Option Scheme has a vesting
period of one to three years commencing from 3 July 2009, being the listing
date of the Shares on the Stock Exchange. The Company has no legal or
constructive obligation to repurchase or settle the option in cash.

3. Each of the grantees to whom options have been granted under the Pre-IPO

Share Option Scheme will be entitled to exercise:

(&) 30% of the total number of the options from the expiry of the first
anniversary of the Listing Date;

(b) 30% of the total number of the options from the expiry of the second
anniversary of the Listing Date; and

(c) 40% of the total number of the options can be exercised from the
expiry of the third anniversary of the L isting Date.

The fair value of options granted under P re-1PO Share Option Scheme was
determined using the “Binomial O ption Pricing Model”.

The significant inputs into the model were:

. risk-free rate of return — 3.029% per annum;

e  forecast fluctuations in share price — 56%; and
«  forecast dividend yield — 1.50% per annum.

Based on the inputs above to the “Binomial O ption Pricing M odel’, the total
fair value of the outstanding options as at the grant date (i.e. 12 June 2009)
was HK$7,650,000.

The “Binomial Option Pricing Model” is designed to assess the fair value of
options and is a common choice among various option pricing models for
assessing the fair value of options. The value of the options depends on the
valuation arrived at based on certain subjective assumptions on variables.
Any changes in the variables used may cause a substantial effect on the
assessment of the fair value of the options.
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Share Option Scheme

The Company adopted the Share Option Scheme which shall be valid
and effective for a period of ten years commencing from 12 June 2009.

The purpose of the Share Option Scheme is to provide incentive or
reward to eligible persons (including full time or part time employees,
executive, non-executive directors and independent non-executive
directors of our Group) for their contribution to, and continuing efforts
to promote the interests of, the Company and to enable the Company
and its subsidiaries to recruit and retain high-caliber employees.

The subscription price shall be a price determined by the D irectors, but
shall not be less than the highest of (i) the nominal value of the share;
(i) the closing price of the shares on the date of the offer; and (iii) the
average closing price of the shares for the five trading days immediately
preceding the date of the offer.

The total number of S hares issued and which may be issued upon
exercise of the options granted under the S hare Option Scheme to an
employee in any 12-month period shall not exceed 1% of the S hares in
issue. Any further grant of options in excess of this limit shall be subject
to the approval of shareholders in a general meeting.

An option may be exercised at any time during a period to be determined
by the Board, which shall not in any event exceed ten years from the
date of grant. The Share Option Scheme does not specify any minimum
holding period. The acceptance of an offer must be made within 30 days
from the date of offer with a non-refundable payment of H K$1.00.

The total number of shares available for issue under the S hare Option
Scheme is 57,606,631 Shares, representing approximately 2.53% of the
issued share capital of the Company as at 29 April 2016.

On 17 January 2012, the Company has granted share options (the
“Options”) to subscribe for a total of 20,751,196 new ordinary shares of
the Company under the Share Option Scheme to 15 eligible participants
of the Share Option Scheme at the exercise price HKD1.50 per share
(which represents the highest of (i) the closing price of H KD1.50 per
Share as stated in the Stock Exchange’s daily quotation sheet on the
date of grant; (ii) the average closing price of HKD1.392 per Share as
stated in the Stock Exchange’s daily quotation sheets for the 5 trading
days immediately preceding the date of grant; and (iii) the nominal value
of HKDO0.10 per Share). The Options are valid for a period of 10 years
from 17 January 2012 to 16 January 2022. None of the Grantees is a
director, chief executive or substantial shareholder of the Company or
an associate (as defined in the Listing Rules) of any of them.
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The Options may be exercisable at any time during the option period,
provided that the maximum number of O ptions which each Grantee is
entitled to exercise at the below period shall not exceed:

(a) in respect of the period from 17 January 2012 to 16 January 2013,
40% of the total number of O ptions granted to him;

(b) in respect of the period from 17 January 2013 to 16 January 2014,
30% of the total number of O ptions granted to him; and

(c) in respect of the period from 17 January 2014 to 16 January 2015,
30% of the total number of O ptions granted to him.

On 30 April 2015, the Company has further granted Options to subscribe
for a total of 157,500,000 new ordinary shares of the Company under
the Share Option Scheme to eligible participants of the S hare Option
Scheme at the exercise price HKDO0.485 per share (which represents
the highest of (i) the closing price of HKD0.485 per Share as stated in
the Stock Exchange’s daily quotation sheet on the date of grant; (ii) the
average closing price of HKD0.484 per Share as stated in the Stock
Exchange’s daily quotation sheets for the 5 trading days immediately
preceding the date of grant; and (iii) the nominal value of H KD0.10

per Share). The Options are valid for a period of 10 years from 30 April
2015 to 29 April 2025. Among the total of 157,500,000 Options granted,
1,500,000 were granted to the directors of the Company. The remaining
share options of 156,000,000 were granted to other eligible participants
who are not directors, chief executive or substantial shareholders of

the Company, nor an associate (as defined in the Listing Rules) of any of
them.

The Options may be exercisable at any time during the option period,
provided that the maximum number of O ptions which each Grantee is
entitled to exercise at the below period shall not exceed:

(a) in respect of the period from 30 April 2015 to 29 April 2016, 40% of

the total number of O ptions granted to him;

(b) in respect of the period from 30 April 2016 to 29 April 2017, 30% of
the total number of O ptions granted to him; and

(c) in respect of the period from 30 April 2017 to 29 April 2018, 30% of
the total number of O ptions granted to him.
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The fair value of options granted on 17 January 2012 and 30 April 2015
under Share Option Scheme respectively was determined using the
“Binomial Option Pricing Model” The significant inputs into the model
were:

e risk-free rate of return — 1.51% and 1.64% per annum respectively;

» forecast fluctuations in share price — 55.31% and 53.89%
respectively; and

» forecast dividend yield — 2.11% and 0% per annum respectively.

Based on the inputs above to the “Binomial O ption Pricing Model’, the
total fair value of the outstanding options as at the grant date (i.e.

17 January 2012 and 30 April 2015 respectively) was approximately
HKD11,642,000 and HKD28,667,000. The “Binomial Option Pricing
Model” is designed to assess the fair value of options and is a common
choice among various option pricing models for assessing the fair value
of options. The value of the options depends on the valuation arrived at
based on certain subjective assumptions on variables. Any changes in
the variables used may cause a substantial effect on the assessment of
the fair value of the options.

Set out below is further information on the outstanding options granted
under the Share Option Scheme as at the date of this report:

Number of share options outstanding
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J 4. pkpf
Approximate
percentage of
issued share
Granted Exercised Lapsed At Exercise capital of
At 1 January during during during 31 December price Exercise the Company
Category/Name of participant Date of grant 2015 the year the year the year 2015 HK$ period (%)
0 0 410!
79SiE 79SiE 4 Sipl
~k09J'a - 0, sUsu §E«n 6B« 4 6E«00  dzUgdsU Y0 4, 2004(%)
Executive director
B et
Mr. MA Baofeng 17 January 2012 2,964,457 - - - 2,964,457 150 1700172012 to 014
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J 4. pkpf
Approximate
percentage of
issued share
Granted Exercised Lapsed At Exercise capital of
At 1 January during during during 31 December price Exercise the Company
Category/Name of participant Date of grant 2015 the year the year the year 2015 HK$ period (%)
0 0 &10!
79SiE 79SiE 4 Si pl
~k691 '@ -0, sUsu §E«a 6E« 4 6E«00  dzUgdsU ¥0 4, 2006+4(%)
Independent non-executive directors
umeB e+
Mr. HUANG Guosheng 30 April 2015 - 500,000 - - 500,000 0485 300412015 to 0.02
»T+(] Z9SiE,UgdU 2910412025
19SiE
UgdU
1971k
,UzdxU
Mr. LAU Sk Yuen 30 April 2015 - 500,000 - - 500,000 0485 30/0412015t0 002
'K 29SiE 2910412025
UgdU 7gSiE
UgdU
1971k
,Uzdxu
Mr. XNG Zhiying 30 April 2015 - 500,000 - - 500,000 0485 3010412015 to 002
»0([ 79SiE,UgdU 29/04/2025
1gSiE
UgdU
ZgZik
,UzdxU
Sub-fotal 2,964,457 1,500,000 - - 4,464,457 0.20
f
Employees 17 January 2012 5928912 - - - 5928912 150 1710272012 to 0.26
p Z9SZESUdVU 16/00/2022
29SZE
sudvu
7971E
sUd-U
30 April 2015 - 156,000,000 - (24,000,000) 132,000,000 0485 30/04/2015t0 579
29SiE,0gdU 29/04/2025
7gSiE
JUgdU
1921k
,UzdxU
Sub-total 5928,912 156,000,000 - (24,000,000) 137,928,912 6.05
f
Total 8,893,369 157,500,000 - (24,000,000) 142,393,369 6.25
¥
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As at the 31 December 2015, the total number of share options
outstanding is 154,393,369.

BANK AND OTHER BORR®@INGS

The total bank and other borrowings of the Group as at 31 D ecember
2015 amounted to approximately RM B5,905.3 million (2014:
RMB7,651.9 million). Particulars of the bank and other borrowings are
set out in note 28 to the Consolidated Financial Statements.

SUFFICIENCY OF PUBLIC FOAT

Based on the information that is publicly available to the Company and
within the knowledge of the D irectors, the Company has maintained
sufficient public float with at least 25% of the S hares held by the public
as required by the Listing Rules as at the date of this report.

DIRECTORSINTERESTIN COMPETING BUSINESS

None of the Directors is or was interested in any business apart from
the Group’s business, that competes or is likely to compete (either
directly or indirectly) with the G roup’s business at any time during the
year ended 31 December 2015 and up to the date of this report, save for
Mr. XU Jihua’s legal ownership in the equity interest in members of the
China Qnfa Group (as defined in the Prospectus).

As disclosed in the Prospectus, the Controlling S hareholders (as
defined in the Prospectus) and the executive Directors (collectively, the
“Covenantors”) have entered into a deed of non-competition dated 12
June 2009 in favour of the Company. The Covenantors have provided the
Group with written confirmations that they and their associates (other
than members of the Group) have fully complied with the deed of non-
competition throughout the year ended 31 D ecember 2015.

The independent non-executive D irectors have conducted an

annual review on the Covenantors’ compliance with the deed of non-
competition, the options, pre-emptive rights or first rights of refusals
provided by the Controlling Shareholders (as defined in the P rospectus)
on their existing or future competing businesses.

During the year ended 31 December 2015, the Covenantors and their
respective close associates did not direct any Business O pportunity
(as defined in the Prospectus) to the Group. Therefore, the independent
non-executive Directors did not conduct any review on the decision
made in relation to Business O pportunity.

China Qinfa Group Limited ¢7bi« P"®!
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EVENTS AFTERTHE YEAR ENDED 31 DECEMBER 2015 U ZgS7zEdzZUgdSURE

Details of the events after the year ended 31 D ecember 2015 are set
out in the section headed “ Events after the Reporting Period” on page
24 under the section headed “Management Discussion and Analysis” of
this report.

TAXATION OF HOLDERS OF SHARES
Hong Kong

The purchase, sale and transfer of shares registered in the Company’s
Hong Kong branch register of members will be subject to H ong Kong
stamp duty. The current rate charged on each of the purchaser and
seller (or transferee and transferor) is 0.1% of the consideration or, if
greater, the fair value of the shares being bought/sold or transferred
(rounded up to the nearest HK$'000). In addition, a fixed duty of HK$5.00
is currently payable on an instrument of transfer of shares.

Profits from dealings in the share arising in or derived from H ong Kong
may also be subject to Hong Kong profits tax.

Cayman Islands

Under the present Cayman Islands laws, transfers and other
dispositions of shares in the Company are exempt from Cayman Islands
stamp duty.

Consultation with professional advisers

Intending holders and investors of the Company’s shares are
recommended to consult their professional advisers if they are in

any doubt as to the taxation implications (including tax relief) of
subscribing for, purchasing, holding, disposing of or dealing in shares. It
is emphasised that none of the Company or its Directors or officers will
accept any responsibility for any tax effect on, or liabilities of, holders of
shares in the Company resulting from their subscription for, purchase,
holding, disposal of or dealing in such shares.
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AUDITORS

KPMG, the preceding auditor, did not seek re-appointment as
the auditor of the Company at the Company’s annual general
meeting held on 30 June 2014. An ordinary resolution was
passed at the extraordinary general meeting of the Company
on 30 June 2014 to appoint Moore Stephens Certified Public
Accountants as the auditors of the Company. On 1 January
2015, Moore Stephens Certified Public Accountants practised
in the name of another certified public accountant, Moore

Stephens CPA Limited. Moore Stephens CPA Limited will retire
and, being eligible, will offer themselves for re-appointment at

the forthcoming Annual General Meeting.

On behalf of the Board,
Xu Jihua
Chairman

Guangzhou, 29 April 2016
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DIRECTORS
Executive Directors

Mr. XU Jihua (£ > 6), aged 59, is the chairman of the G roup and an
executive Director. Mr. XU is principally responsible for the G roup’s
overall business strategic development. M r. XU has more than 20
years of management and operation experience in the logistics and
coal operation industries. In 1996, M r. XU acquired Qinhuangdao
Development Zone Qinfa Trading Co., ltd., a member of the Group, and
has led the Group to become one of the leading non-state-owned coal
operation companies in China in terms of annual coal trading volume.
Prior to joining the Group in 1996, Mr. XU was a manager in the Trading
Department of Qinhuangdao Goods Exchange Center from 1992 to
1994. During the period from 1989 to 1991, M r. XU was the deputy head
of Materials Bureau of H aigang District, Q inhuangdao City, the PRC.
Mr. XU did not hold any directorship in any listed companies during the
last three years. Mr. XU was appointed as a Director on 4 March 2008
and was re-designated as an executive Director on 6 May 2008. Mr. XU
is the sole beneficial owner and Director of Fortune Pearl, a controlling
shareholder of the Company.

Ms. WANG Jianfei (7 -), aged 45, an executive D irector. M's. WANG

is principally responsible for the G roup’s overall management and
operation. Ms. WANG is also a member of the remuneration committee
and nomination committee of the Board. M s. WANG obtained an
associate degree in Computer Science by Angeles University Foundation
in consortium with H ebei Business College in 1995. Ms. WANG
completed an Executive MBA Programme sponsored by the « 7 [ O
12,7 I~c %0Yleb (Risk Capital and Network Economy
Research Center of China Renmin University) and « 7t 8 M#C A »

P (China Enterprise M anagement Training Center) in 2002. Ms. WANG
has more than 14 years of enterprise management and operation
experience. Before joining the Group in 2000, Ms. WANG worked in ¢
Jb8 (b=-¥)pP"®! (GOFCO Industry (Qnhuangdao) Pangthai
Co., ltd.) from 1995 to 2000. Ms. WANG has been a director of Tiaro Coal
Limited, a company listed on the Australian S ecurities Exchange, since
30 November 2009. Save as disclosed above, Ms. WANG did not hold

any directorship in any listed companies during the last three years. M s.

WANG was appointed as an executive Director on 6 May 2008.
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Mr. XU Da( % :), aged 30, achieved a bachelor degree in 2008. M r.

XU is currently a vice president and the director of procurement of

the Company and its subsidiaries (together the “ Group”). Mr. XU has
more than 5 years of working experience in thermal coal procurement
operation from overseas. H e joined the Group as import and export
manager in 2009. Mr. XU is the son of Mr. XU Jihua, the chairman, an
executive director and the controlling shareholder of the company. M .
XU did not hold any directorship in any listed companies during the last
three years.

Mr. MA Baofeng (
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Mr. LI Yong (Y2 C), aged 42, is the standing deputy general manager

of Zhuhai Qinfa Shipping Co. Ltd., a member of the Group, and is
principally responsible for the domestic shipping transportation
business of the Group. Mr. LI graduated with a bachelor degree in
timber processing from N anjing Forestry University (1/ 8}2 )in
June 1997 and obtained a master degree in management from Tianjin
Normal University (Au2i1}2 ) in June 2004. Mr. LI has more than
12 years of working experience. Mr. LI was appointed as the standing
deputy general manager of Zhuhai Qinfa Shipping Co. Ltd., in February
2008. During the period from June 2004 to F ebruary 2008, Mr. LI worked
as a project manager in Qinhuangdao Qinfa Industry Group Co. lid., a
connected person of the Group. Mr. LI worked as a business manager
in Qinhuangdao Huasheng Trading Co., lid. (b-¥68qo b "®! )
during the period from August 1997 to April 2004.

Mr. YU Tao (r u), aged 43, is the vice president of the G roup. Mr. Yu

is responsible for both domestic and international shipping business

of the Group. Mr. Yu has a Master degree of Maritime L aw of Dalian
Maritime U niversity, is a professional manager with rich experiences in
international shipping practice and management. M r. Yu has worked on
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CORPORAE GQYERNANCE PRATICES

The Company is dedicated to maintaining and ensuring high standards
of corporate governance practices. The corporate governance principles
of the Company emphasise on accountability and transparency and are
adopted in the best interest of the Company and its S hareholders. The
Board reviews its corporate governance practices from time to time in
order to meet the rising expectations of S hareholders and to fulfil its
commitment to excellence in corporate governance.

The Company has adopted the Corporate Governance Code as set out
in Appendix 14 to the Listing Rules as its corporate governance code

of practices since the listing of its shares on the S tock Exchange. In
the opinion of the Board, save for the deviations to code provisions
A.6.7 below, the Company had complied with the code provisions as set
out in the Corporate Governance Code throughout the year ended 31
December 2015.

Code Provision A.6.7

Under code provision A.6.7 of the Corporate Governance Code, the
independent non-executive D irectors should attend the general
meetings of the Company. However, due to other business commitment,
Mr. HUANG Guosheng and Mr. XING Zhiying, independent non-executive
Directors, did not attend the annual general meeting of the Company
held on 25 June 2015.

BOARD OF DIRECTORS
Responsibilities and Delegation

The Board is charged with providing effective and responsible
leadership for the Company. The Board takes responsibility to oversee
all major matters of the Company, including the formulation and
approval of the Group's overall objectives and strategies, internal
control and risk management systems, monitoring its operating and
financial performance, performing the corporate governance duties and
evaluating the performance of the senior management. The Directors,
individually and collectively, have to make decisions objectively in the
best interests of the Company and its S hareholders.

All Directors have access to the senior management of the G roup
and the company secretary. M anagement information is provided to
enable them to participate at the meetings or as and when requested.
The company secretary provides secretarial support to the Board and
ensures adherence to Board procedures and the relevant rules and
regulations which are applicable to the Company.
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The Board reserves for its decision all major matters of the Company,
including the approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management systems,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of directors and other
significant financial and operational matters.

The day-to-day management, administration and operation of

the Company are managed by the executive Directors and senior
management of the Company under the leadership of the Chief
Executive Officer. The Board has delegated a schedule of responsibilities
to these officers for the implementation of Board decisions. The Board
periodically reviews the delegated functions and work tasks. P rior to
entering into any significant transactions, the aforesaid officers have to
obtain Board approval.

Board composition

The Board currently consists of eight D irectors, five of whom are
executive Directors and three are independent non-executive D irectors.

Executive directors:
Mr. XU Jihua (Chairman)
Mr. BAl o
(Appointed as Chief Executive Officer on 10 December 2015)
Mr. XU Da
Mr. MA Baofeng
Ms. WANG Jianfei
(Resigned as Chief Executive Officer on 10 December 2015)
Mr. WENGLI (Resigned on 8 April 2015)

Independent non-executive directors:
Mr. HUANG Guosheng

Mr. LAU Sk Yuen

Mr. XING Zhiying

All five executive Directors are responsible for implementing the
business strategies and managing the business of the G roup in
accordance with all applicable rules and regulations, including, but not
limited to, the L isting Rules. All Directors (including the independent
non-executive Directors) have been consulted on all major and material
matters of the G roup. The Company maintains appropriate directors’
and officers’ liabilities insurance.
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The number of independent non-executive D irectors has met the
requirements under the L isting Rules and Mr. LAU Sk Yuen has
appropriate accounting professional qualifications. The independent
non-executive Directors bring a variety of experience and expertise to
the Company. Biographical details of the independent non-executive
Directors are set out on pages 55 to 56 of this annual report. E ach of
the independent non-executive D irector has confirmed in writing of

his independence pursuant to R ule 3.13 of the Listing Rules. The Board
is of the view that all independent non-executive D irectors meet the
independence guidelines set out in R ule 313 of the Listing Rules.

All the appointments of D irectors are subject to retirement by rotation
and re-election at the annual general meeting of the Company in
accordance with the Articles.

Minutes of Board meetings are being kept by the company secretary
of the Company and are available for inspection by the Directors and
auditor of the Company.

During the year ended 31 December 2015, the Company held an annual
general meeting and the Board held eight Board meetings, all of which
were convened in accordance with the Articles, and the individual
attendance of each Director is set out below:

Umce¢B é+Y[pL¥j9</AYerdp
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me¢B e+ilL¥j9«/FK 3.13a01vu0
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Number of attendance/
Number of meetings
entitled to attend
©apJbhPAE ©ap

Name of directors e+‘no Annual General Meeting Board Meeting
p .E}6 &+66D

Mr. XU Jihua +>6¢[ 11 8/8
Ms. WANG Jianfei T -~{ 11 8/8
Mr. WENGLI tem«<|

(Resigned on 8 April 2015) €6Z9gSzE,UrUQD,- 0/1 11
Mr. XU Da + ¢ n 8/8
Mr. MA Baofeng 0-8¢[ 11 8/8
Mr. BAl o c A< 11 8/8
Mr. HUANG Guosheng »7+¢[ 0/1 8/8
Mr. LAU Sik Yuen [U<[ 11 8/8
Mr. XING Zhiying »® <[ on 8/8
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. XU Jihua is the chairman of the Board and an executive Director,
responsible for providing advice for the overall management and
strategic development and overseeing the operation of the Board.

The other executive Directors M s. WANG Jianfei (resigned as the
Group's Chief Executive Officer on 10 December 2015) and Mr. BAl Tao
(appointed as the Group’s Chief Executive Officer on 10 December 2015)
who is responsible for the Group’s overall management, corporate
development, strategic planning and the supervision of day-to-day
operation. The segregation of duties and responsibilities between the
chairman and the chief executive officer ensures a balance of power
and authority.

REMUNERATION COMMITTEE

The Board established a remuneration committee on 12 June 2009
with specific written terms of reference. The remuneration committee
consists of an executive Director, M s. WANG Jianfei, and two
independent non-executive D irectors, namely M r. HUANG Guosheng
and Mr. XING Zhiying. Mr. HUANG Guosheng is the chairperson of the
remuneration committee of the Board.

The primary duties of the remuneration committee of the Board

are to review and determine the terms of remuneration packages,
bonuses and other compensation payable to the D irectors and senior
management of the Group. The remuneration committee is also
responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no D irector or
any of his/her close associates will participate in deciding his/her own
remuneration, which remuneration will be determined by reference to
the performance of the individual and the Company as well as market
practice and conditions.
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The remuneration committee held two meetings during 2015 to assess

performance of executive Directors and certain senior management and

review their remuneration. The duties of the remuneration committee
include determining, with delegated responsibility, the remuneration
packages of Directors and senior management. All the members
attended the meeting.
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Number of attendance/

Number of meetings

entitled to attend
©apJbPAE ©ap

Name of directors é+'o
Ms. WANG Jianfei T -~
Mr. HUANG GJosheng » 7T +< [
Mr. XING Zhiying >® ¢ [

2/2
2/2
2/2

NOMINATION COMMITTEE

The Board established a nomination committee on 12 June 2009 with
specific written terms of reference. The nomination committee consists
of an executive Director, M s. WANG Jianfei, and two independent non-

executive Directors, namely M r. HUANG Guosheng and Mr. XING Zhiying.

Mr. HUANG Guosheng is the chairperson of the nomination committee.

The primary duties of the nomination committee of the Board include
determining the policy for the nomination of D irectors, making
recommendations to the Board on the appointment and succession
planning of Directors, and assessing of the independence of the
independent non-executive D irectors. The nomination committee
carries out the process of selecting and recommending candidates
for directorships by making reference to the skills, experience,
professional knowledge, personal integrity and time commitments of
such individuals, the Company’s needs and other relevant statutory
requirements and regulations.

The nomination committee held two meetings during 2015 to ensure
that the Board has a balance of expertise, skills and experience
appropriate to meet the requirements of the business of the Company.
The nomination committee also evaluated the effectiveness of the
board diversity policy. All the members attended the meeting.
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Number of attendance/

Number of meetings

entitled to attend
©apJbAE ©ap

Name of directors é+'n
Ms. WANG Jianfei T-~{
Mr. HUANG Guosheng »7+<¢]
Mr. XING Zhiying >® <[

22
22
2/2

APPOINTMENTS REELECTION AND REMMAL OF
DIRECTORS

Each of the executive Directors has entered into a service contract with
the Company for an initial term of three years commencing on 12 June
2012. All the independent non-executive D irectors entered into renewed
appointment letters with the Company in 2012 for a term of three year.
Such term is subject to retirement by rotation and re-election at the
Company’s annual general meeting in accordance with the Articles.

BOARD DIVERSITY POLIC

The Company formulated the board diversity policy, which set out the
requirements for diversity in Board members and the principles for the
selection of Directors.

(1) Policy summary

To achieve sustainable and balanced development, the Company
sees increased diversity at the Board level as an essential element
in supporting the attainment of its strategic objectives and its
sustainable development. In planning the Board’'s composition,
board diversity needs to be considered from a number of aspects,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge
and length of service. All Board appointments will be based on
meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the Board.

(2) Quantifiable measurers and the progress of the Board
Diversity Policy

Selection of candidates of the Company will be based on a range
of diversity perspectives, including but not limited to gender,

age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The ultimate
decision will be based on merit and contribution that the selected
candidates will bring to the Board.
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During the reporting period, the nomination committee reviewed | S,«dde%p6Al®!Ié+6\0T
the composition of the Board and concluded that the Company had 2 dI®!'é+ EgeO-¢° a{e

met the diversification requirements with regard to age, cultural and Y8% els¢]AU&:QUO- EfJ
educational background, professional experience, skills and knowledge. 8 %o,eZ% ,e+0ddo% p62ke+
When making the appointment and re-appointment of D irectors in the 6U©-A Y Eddo-e+dg,:cé
future, the nomination committee will nominate new D irectors pursuant +60puA-fzf

to the requirements of the board diversity policy to achieve the objective
of diversity in Board members.

MODEL CODE PR DIRECTORSSECURITIES ¢+t CNto"z_ AL
TRANSACTIONS

The Company has adopted the Model Code as its code of conduct I ®!'S®vz_ AE*%e&+0-CN~A
regarding directors’ securities transactions. D irectors are reminded of Efl®!u>,dt¢e+dz_A/Eh25

their obligations under the M odel Code on a regular basis. Following "a fYEI®I* $> . dObpe

specific enquiry by the Company, all Directors have confirmed that they +%»OU ZgSZ2EdZUgdSUREHE
have complied with the required standard set out in the M odel Code | SUSmAz_AEOL1 e>z_f
throughout the year ended 31 December 2015 and up to the date of this

report.

AUDIT COMMITTEE 2€ % pb6

The Board established an audit committee on 12 June 2009 with €+606ZggXE-UdZUOmM2¢e % p
specific written terms of reference. The audit committee consists 6d(S H Ya& AI f2&%pb6
of thre