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Business at a Glance £%&—&

China Qinfa Group Limited (the “Company”) was incorporated in
the Cayman Islands on 4 March 2008 as an exempted company
with limited liability. The Company is the ultimate holding company
of various companies in Hong Kong and China (collectively, the
“Group”) which are principally engaged in the coal operation
business involving purchase and sales, filtering, storage, blending,
shipping and transportation of coal.

An integrated coal supply chain is the key to the Group’s success.
With business operations strategically located in Hong Kong and
various cities in China, namely, Datong, Yangyuan, Qinhuangdao,
Zhuhai and Guangzhou, the Group is able to source coal in China
and overseas markets. Currently, the Group operates two coal
loading stations at Datong and Yangyuan along the Daqgin Railway,
which is the world’s largest coal haul railway to the world’s largest
coal port — Qinhuangdao port in Hebei Province, China. The Group
also operates another two coal loading stations in Inner Mongolia.

In China, the Group sources coal mainly from the western
and northern regions, and provides full logistics services and
transportation arrangements through ground and sea transportation
to deliver the coal to customers in the coastal regions of China. The
Group has its own fleet and chartered vessels, which facilitate the
shipping transportation of coal. Apart from coal transportation, the
Group’s vessels are also engaged in the provision of dry bulk cargo
transportation services to other customers.
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Management Discussion and Analysis B2 E& &0 47

BUSINESS REVIEW

The Group is principally engaged in the coal operation business
involving purchase and sales, filtering, storage, blending, shipping
and transportation of coal. During the six months ended 30 June
2010, the Group continued to focus on these business activities.

Significant Improvement in the Operating Results

Since the beginning of the fourth quarter in 2009, the global
economy has gradually recovered from the financial crisis. There has
been a revival in the market demand for thermal coal for electricity
generation. The increase in the market demand continued during the
first half of 2010. Hence, the Group achieved a significant growth in
the trading volume of coal as compared to the same period in 2009.
During the six months ended 30 June 2010, the coal trading volume
of the Group was approximately 4,858,000 tonnes, representing an
increase of approximately 213.4% as compared to the same period
in 2009. The monthly average selling prices of coal during the six
months ended 30 June 2010 were in the range between RMB538
per tonne and RMB602 per tonne, which were significantly higher
than the range of the average selling prices between RMB400 per
tonne and RMB489 per tonne during the same period in 2009.

During the six months ended 30 June 2010, the Group recorded
net profit of approximately RMB206.1 million, which represented
a significant increase of approximately RMB195.2 million, or
1,790.8%, as compared with the same period in 2009. Taking
advantage of the Group’s extensive procurement network and
international trade experience, the Group sourced coal from various
overseas suppliers. The volume of the coal imported by the Group
to China amounted to approximately 69.1% (first half year of 2009:
74.8%) of the Group’s total coal purchase for the six months ended

30 June 2010.
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Vertical Integration and Improvement in the Integrated Coal Supply
Chain

In order to secure a stable coal supply amid the fluctuating coal
prices, the Group, capitalising the opportunities arising from the
substantial decrease in coal prices and the PRC coal industry
consolidation in 2009, entered into an equity transfer agreement
in August 2009 to acquire 87.88% equity interest in Shanxi Hun
Yuan Rui Feng Coal Company Limited (“Ruifeng Coal”) at a
consideration of RMB130 million. The acquisition was completed
around the end of February 2010. Ruifeng Coal is the owner and
operator of a coal mine in Hun Yuan County, Datong City, Shanxi
Province, the PRC. The current approved annual production
capacity of the coal mine is 900,000 tonnes. The mine shaft has
a coal reserve of over 59 million tonnes and the coal is of prime
thermal grading. Located approximately 70km from the existing coal
loading station of the Group in Datong City, the coal mine enjoys
convenient transportation. The Directors expect that the coal mine
will commence pilot production in the second half of 2010.

Ordos Jinfa Materials Co., Ltd (“Ordos Jinfa”), a subsidiary of
the Company, entered into an Acquisition and Debt Restructuring
Agreement (“Agreement”) in December 2009 to acquire 60%
equity interest in Ordos Bayin Mengke Nayuan Coal Co., Ltd.
(“Nayuan Coal”) at a consideration of RMB 857 million. However,
the acquisition has been terminated due to the significant differences
in the management of the coal mines with the other management
owners of Nayuan Coal. As at the date hereof, Ordos Jinfa has
received the amount of RMB129 million as a refund of prepaid
purchase consideration for the 60% equity interest in Nayuan Coal.
Further information was stated in the Company’s announcements
dated 19 July 2010 and 17 August 2010.
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Management Discussion and Analysis B2 E& &0 47

Expansion of International Coal Operation Business

On 23 April 2010, the Group subscribed for a further 8,000,000 new
shares of Tiaro Coal Limited (“Tiaro Coal”) at the subscription price
of A$0.25 for each share. As at 30 June 2010, the Group held a
total of 21,400,000 shares of Tiaro Coal, representing approximately
30.05% equity interest in Tiaro Coal.

Tiaro Coal is a company incorporated in the State of New South
Wales in Australia with its shares listed on the Australian Securities
Exchange (the “ASE”) with the stock code of TCM, and is mainly
engaged in exploration of coal. As part of the equity investment
by the Group in Tiaro Coal, a coal off-take undertaking has been
granted by Tiaro Coal to the Group, in which the Group enjoys a
right of first refusal to the supply of all the coal and other mineral
resources produced by Tiaro Coal or its subsidiaries. Leveraging
the Group’s expertise in coal operation in China and the previous
experience in investing in Australian coal mines, the Directors believe
that the acquisition of equity interest in Tiaro Coal will strengthen the
Group’s capability in sourcing coal overseas and managing the risk
of fluctuating coal prices in the long run.

Strengthening Coal Transportation Capacity

The Group placed confirmed orders for the construction of two
additional 82,000 DWT bulk carriers from FEMAMIEEZ SN
@) (China Shipbuilding Trading Company Limited) and R4 &1
Be7uEM A A (CSSC Guangzhou Longxue Shipbuilding Co., Ltd.)
in May 2010, at a total cost of about HK$538.2 million. As at 30
June 2010, the Group had a total of four 82,000 DWT bulk carriers
under construction. As the Group’s coal trading volume continues to
increase, the vessels will strengthen the Group’s coal transportation
capacity, the ability to control the cost of shipping transportation and
reduce the risk of increasing shipping transportation costs.
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RMB Forward Contracts

The Group entered into several RMB forward contracts with banks
in order to reduce the negative impact caused by RMB appreciation.
The purpose of entering into these forward contracts is to control
the cost of the Group’s RMB investments, in terms of foreign
currencies, that are required to be injected into the PRC in the near
future. Although there was unfavorable change in fair value of the
forward contracts which was reflected as an unrealised financial
liability in the financial statements, the Group has been continuously
making realised profits since the entry into the forward contracts.
The Directors also expect the change in fair value of the forward
contracts will become less unfavourable when the forward contracts
are close to their maturity dates.

BUSINESS OUTLOOK

Although the global economy has recovered from the financial crisis
and the international commodity markets are generally stabilised,
there are a number of uncertainties, such as debt crisis amongst
the European countries and the macro-economic control, tightened
liquidity and policy transformation in China, which could adversely
affect the demand for electricity in China and demand for thermal
coal in the second half of 2010. The Group will continue to take
advantage of the continuous economic growth in China. The
Directors also believe that the level of domestic production and
consumption in China will continue to increase steadily. These will
stimulate the demand for electricity and the thermal coal as the
principal raw materials for power generation.
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In view of the anticipated increase in the demand for coal products,
the Group will continue to improve its business models with the
following activities:

(1) Construction of the Zhuhai Terminal as a strategic integration
of existing supply chain

A joint venture agreement was entered into in October 2009
with JA4bE O£ B AR AR (Hebei Port Group Company
Limited) (“Hebei Port Group”) for the establishment of a
joint venture company for the construction and operation of
the Zhuhai Terminal. The joint venture company will have a
registered capital of RMB519 million of which the Group will
contribute 60% and Hebei Port Group will contribute 40%. The
Group will contribute a total of RMB311.4 million (equivalent
to approximately HK$353.9 million) for the registered capital
of the joint venture company out of the net proceeds from the
Global Offering (as defined in the prospectus of the Company
dated 19 June 2009 (“Prospectus”)). The total investment
amount of the joint venture company will be approximately
RMB1.5 billion and shall be arranged by the joint venture
company.

It is strategically located in the southeast region of Zhuhai,
Guangdong Province, China, thereby allowing the Group to
(i) take advantage of its proximity to customers located in
the coal consuming coastal cities in southern China; (ii) react
more quickly to customers’ need; and (jii) lower transportation
cost. The berthing capacity of Zhuhai Terminal is 100,000
DWT (construction structure: 150,000 DWT) which enables
it to accommodate Capesize and Panamax vessels for coal
transshipment. The Group will be able to further strengthen
its coal storage and blending capacities as Zhuhai Terminal
can serve as a site for blending and storage of coal. As Zhuhai
Terminal will have an annual throughput capacity of 20 million
tonnes which can also serve as a centre for coal exchange, it
can facilitate an advancement in the Group’s ability to further
procure and sell coal in the coal trading market.
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The Zhuhai Terminal is expected to commence operation in
the second quarter of 2012. Upon the completion of Zhuhai
Terminal, and taking into consideration the four existing coal
loading stations of the Group, a dominant and integrated
sourcing, transportation and sales network running across the
territory of China can be formed.

Please refer to the Company’s announcement dated 22 March
2010 for further details.

Construction of two new vessels to strengthen existing
transportation capabilities

As discussed above, the Group placed confirmed orders for
the construction of two additional 82,000 DWT bulk carriers in
May 2010 at a total cost of about HK$538.2 million.

The Group has been planning to improve the efficiency of its
fleet. The construction of vessels is consistent with this plan.
Also, as the Group’s coal trading volume continues to expand,
the increase in the number of the Group’s own vessels, and
thus its shipping transportation capacity, could enhance the
Group’s control over its trading costs and reduce the risk faced
by the Group due to any fluctuation in transportation costs.

Further information is stated in the Company’s announcement
and circular dated 15 May 2010 and 26 July 2010.

Expansion of the customer base

In addition to the existing customers with whom the Group
has maintained established business relationship, the Group is
actively looking for opportunities to expand the customer base,
developing business relationship with new sizable domestic
power groups in China. The expansion of the Group’s
customer base is an important strategic step in consolidating
the customer base, developing coal production and sales and
expanding the Group’s income sources.
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Management Discussion and Analysis B2 E& &0 47

Coal loading stations along Dagin Railway and in Inner
Mongolia

The Group is actively looking for suitable locations in Inner
Mongolia for the construction or acquisition of additional
coal loading stations. In addition, the Group is also exploring
acquisition opportunities of the existing coal stations along the
Daqin Railway in order to strengthen the coal processing and
transportation capacity of the Group in the region.

Acquisition of equity interest in coal mining company as a
vertical integration strategy to ensure stable supply of coal

Although the Group terminated the acquisition of 60% equity
interest in Nayuan Coal in July 2010 and received the prepaid
purchase consideration in August 2010, the Directors consider
that acquisition of coal mine or equity interest in coal mining
company plays an important role in reinforcing the Group’s
vertical integrated supply chain of coal. This vertical integration
strategy will enable the Group to secure stable supply of coal,
in terms of quality and quantity, which then can enhance the
Group’s competitiveness as well as strengthen the relationship
with our customers. Therefore, the Group will continue to
identify domestic and overseas coal related development
projects for acquisition or business cooperation in order to
further integrate the supply chain of coal.
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FINANCIAL REVIEW

Revenue and Trading Volume

Revenue WA

(expressed in RMB’000) (AAREEFITIIR)
Coal trading KB5S

Iron ore trading HBAES

Shipping g

Trading volume g5

(expressed in '000 tonnes) (LATFmE%I7R)

Coal trading KB5S

Iron ore trading HRAES

Due to the revival in the demand for coal-fired electricity and the
recovery of the global economy from financial crisis, the Group
achieved a significant growth in trading volume of coal as compared
to the same period in 2009. During the six months ended 30 June
2010, the total coal trading volume of the Group was approximately
4,858,000 tonnes, representing an increase of approximately
3,308,000 tonnes or 213.4% as compared to the same period in
2009. The monthly average selling price of coal during the six months
ended 30 June 2010 was approximately RMB557 per tonne, which
was substantially higher than the average monthly selling price of
approximately RMB468 per tonne during the same period in 2009.
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The average coal selling price and the coal trading volume for each

of the three years ended 31 December 2009, the six months ended
30 June 2009 and 2010 are set forth in the table below:

Average selling price HIEE
(RMB per tonne) (BMAR®T)
Average monthly trading volume ~~ FIERE 58
(thousand tonnes) (Fmg)

Year ended 31 December

2007

BE+T-A=t—-BHLFE

“ETLF —FT\F —FTENF —TENF ZT-FF

443

669

The segment turnover for the shipping transportation for the six

months ended 30 June 2010 was approximately RMB81.1 million,

representing an increase of about RMB65.7 million or 426.6% from

approximately RMB15.4 million for the same period in 2009. The

significant improvement was contributed by the increase in freight

rates and charter hire rates compared to the same period in 2009

when there was over-supply of shipping transportation capacity

under economic downturn.

During the six months ended 30 June 2009, the Group was

engaged in the business of iron ore trading and generated revenue

of approximately RMB503.4 million. During the six months ended 30

June 2010, the Group did not carry out any iron ore trading activity

as the Directors consider that the fluctuation in the iron ore market in

the first half of 2010 might bring on additional risk to the Group.

Gross Profit Margin and Gross Profit

The Group’s gross profit increased by approximately RMB332.9

million during the six months ended 30 June 2010 to approximately

RMB414.1 million from approximately RMB81.2 million during the

same period in 2009, mainly because of the substantial increase in

the coal selling prices and coal trading volume.
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The Group’s overall gross margin increased to approximately 14.9%
from approximately 6.5% during the same period in 2009, mainly
resulting from:

(1) anincrease in gross profit margin of the coal trading
business from 10.2% for the period ended 30 June 2009
to approximately 13.1% for the same period in 2010, which
was mainly due to recovery of global economy and revival in
demand of coal-fired electricity; and

(2) anincrease in the gross profit margin of the shipping
transportation business from -23.4% for the period ended
30 June 2009 to approximately 21.0% for the same period in
2010 with the increase in the freight rates and the charter hire
rates.

Other Income

During the six months ended 30 June 2010, the Group’s other
income amounted to approximately RMB39.5 million, representing
an increase of approximately 197.0% as compared with
approximately RMB13.3 million in the same period in 2009. Such
increase was primarily attributable to the purchase bargain gain on
the acquisition of Ruifeng Coal and the gain on revaluation of the
Group’s equity interest in Tiaro Coal. The investment in Tiaro Coal
was classified as available-for-sale financial assets for the year ended
31 December 2009.

Other Expenses

During the six months ended 30 June 2010, the Group’s
other expenses amounted to approximately RMB17.2 million,
representing an increase of approximately 514.3% as compared
with approximately RMB2.8 million in the same period in 2009. Such
increase was primarily attributable to unrealised losses on fair value
of forward contracts. Although there was an unfavorable change in
fair value of these forward contracts, the Directors expect the change
in fair value will become favorable when the contracts are close to
their maturity dates.

REBENEBENEE -_TTHFFRH
L8 - RAV6.5%IEEXI14.9% - T EH
AR
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13.1% ° f;mmiﬁ\,ﬁ%ﬁﬁﬁ@i&
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NENA=T Etﬁﬁﬁzﬂtt@ : EE
#)-23.4% FAE T —TFREBL
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HA A

@K*f TEEXNA=Z+THIERE
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39,500,000 T  H =EFFAFRELHA
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Administrative Expenses

During the six months ended 30 June 2010, the Group’s
administrative expenses amounted to approximately RMB73.0
million, representing an increase of approximately 247.6% as
compared with approximately RMB21.0 million in the same period in
2009. Such increase was mainly due to the increase in staff cost.

Distribution Expenses

During the six months ended 30 June 2010, distribution expenses
increased by approximately 49.2% to approximately RMB57.6
million because of the increase in port service fee which was in line
with the increase in coal sales volume in 2010.

Net Finance Cost

During the six months ended 30 June 2010, net financing cost of
the Group amounted to RMB26.1 million, representing an increase
of approximately RMB14.8 million or 131.0% from approximately
RMB11.3 million in the same period in 2009. Such increase was
mainly due to the increase in average outstanding amount of
interest-bearing borrowings.

Income Tax Expenses

The Group’s income tax expense for the six months ended 30 June
2010 was approximately RMB73.2 million, representing an increase
of approximately 646.9% from approximately RMB9.8 million in the
same period in 2009. The increase was in line with the increase in
profitability in current period. In addition, the increment was due
to the taxation on profit after tax of the PRC subsidiaries arising
from the structure contract arrangement as described on page
129 of the Prospectus. The Group’s effective income tax rates for
the six months ended 30 June 2009 and 2010 were 47.4% and
26.2% respectively. The non-taxable nature of the one-off gain on
revaluation of available-for-sale financial assets and the increase in
profitability of shipping transportation business which is not subject
to income tax reduced the effective income tax rate in 2010.
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Profit Attributable to Equity Shareholders

Profit attributable to equity shareholders increased by approximately
1,794.5% from approximately RMB10.9 million for the six months
ended 30 June 2009 to approximately RMB206.5 million for the
six months ended 30 June 2010 due to the increase in profitability
of coal trading and shipping business as a result of recovery of the
global economy from financial crisis and a revival in the demand of
coal-fired electricity, and hence an increasing demand of coal.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

The Group adopts stringent financial management policies and
maintains a healthy financial condition. With the listing of the
Shares on the Stock Exchange in July 2009 raising net proceeds
of approximately HK$660 million, the Group continues to fund
its business operations and general working capital principally by
internally generated financial resources, bank borrowings and the
aforesaid net proceeds.

The Group’s net current assets as at 30 June 2010 were
approximately RMB531.0 million (Net current assets as at 31
December 2009: approximately RMB570.0 million). As at 30
June 2010, the cash and bank balances of the Group amounted
to approximately RMB337.7 million (as at 31 December 2009:
approximately RMB376.2 million). The liquidity was ample and the
financial position was strong in 2010.

As at 30 June 2010, the total bank and other borrowings of
the Group were approximately RMB2,380.0 million (as at 31
December 2009: approximately RMB2,245.7 million), approximately
RMB2,171.1 million of which were repayable within one year and
carried interest at market rates ranging from 0.83% to 5.31% (2009:
0.83% to 4.86%). Non-current secured bank loans as at 30 June
2010 and 31 December 2009 carried variable interest rates based on
either (i) the London Interbank Offered Rate (“LIBOR”) plus 1% or (i)
10% discount on the per annum interest rate quoted by the People’s
Bank of China in respect of three-year borrowings.

R A ABERF
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As at 30 June 2010, the Group’s cash and cash equivalents,
except amounts of approximately RMB157.9 million and RMB47.9
million held in US$ and HK$, respectively, were held in RMB. The
Group’s interest-bearing borrowings made in RMB, US$, HK$ were
approximately RMB675.5 million, RMB1,645.6 milion and RMB58.9
million, respectively.

The gearing ratio (calculated as interest-bearing borrowings divided
by total assets) of the Group as at 30 June 2010 was approximately
53.3% (as at 31 December 2009: approximately 54.0%).

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES
AND RELATED HEDGING

The Group’s cash and cash equivalents are held predominately in
HKS$, RMB and US$. Operating outgoings incurred by the Group’s
subsidiaries in the PRC are mainly denominated in RMB while
overseas purchases are usually denominated in US$. The Group’s
subsidiaries usually receive revenue in RMB.

Early this year, the Group entered into several RMB forward
contracts with banks in order to reduce the negative impact caused
by RMB appreciation. The purpose of these transactions is to
control the cost of the Group’s RMB investments, in terms of foreign
currencies, that are required to be injected into the PRC in the near
future. Although there was an unfavorable change in fair value of
the forward contracts which was reflected as an unrealised financial
liability in the financial statements, the Group has been continuously
making realised profits since the inception of the contracts. The
Directors also expect the change in fair value of the forward
contracts will become less unfavourable when the forward contracts
are close to their maturity dates.
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PLEDGE OF ASSETS OF THE GROUP AND GUARANTEE

As at 30 June 2010, the Group’s assets in an aggregate amount
of approximately RMB1,817.9 million (as at 31 December 2009:
approximately RMB2,003.3 million) in forms of property, plant and
equipment, inventories, trade and bills receivable and bank deposits
were pledged to banks for credit facilities granted to the Group.

As at 30 June 2010, Mr. XU Jihua, the chairman of the Board
and an executive Director, provided guarantees to banks for
granting banking facilities of an amount equivalent to approximately
RMB1,199.8 million to the Group.

CONTINGENT LIABILITIES

As at 30 June 2010, the Group did not have any material contingent
liabilities.

INTERIM DIVIDEND

The Directors do not recommend any interim dividend for the six
months ended 30 June 2010.

EMPLOYEES AND REMUNERATION

As at 30 June 2010, the Group employed 481 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
those staff members with outstanding performance. Members of the
Group established in the PRC are also subject to social insurance
contribution plans organised by the PRC government. In accordance
with the relevant national and local labour and social welfare laws
and regulations, members of the Group 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. Members
of the Group incorporated in Hong Kong have participated in
mandatory provident fund scheme, if applicable, in accordance with
the applicable Hong Kong laws and regulations.
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Moreover, the Pre-IPO Share Option Scheme (as defined in the
Prospectus) was adopted in June 2009 to reward staff members
who have made contribution to the success of the Group. As at
30 June 2010, options to subscribe for an aggregate of 8,000,000
Shares were granted to an executive Director and 23 employees of
the Group. The Directors believe that the compensation packages
offered by the Group to its staff members are competitive in
comparison with market standards and practices.
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Auditor’s Report &k &E

REVIEW REPORT TO THE BOARD OF DIRECTORS OF
CHINA QINFA GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages 23 to
72 which comprises the consolidated statement of financial position
of China Qinfa Group Limited (the “Company”) and its subsidiaries
(the “Group”) as of 30 June 2010 and the related consolidated
statement of comprehensive income, consolidated statement
of changes in equity, and condensed consolidated statement of
cash flows for the six month period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of an interim
financial report to be in compliance with the relevant provisions
thereof and International Accounting Standard 34 (“IAS 34”), Interim
financial reporting, issued by the International Accounting Standards
Board (“IASB”). The Directors are responsible for the preparation
and presentation of the interim financial report in accordance with
IAS 34.

Our responsibility is to form a conclusion, based on our review, on
the interim financial report and to report our conclusion solely to you,
as a body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 (‘HKSRE 2410”), Review of interim
financial information performed by the independent auditor of
the entity, issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). A review of the interim financial report
consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might
be identified in an audit. Accordingly we do not express an audit
opinion.
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CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial report as at 30 June 2010 is not
prepared, in all material respects, in accordance with IAS 34 Interim
financial reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building

10 Chater Road

Central, Hong Kong

27 August 2010
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Consolidated Statement of Comprehensive Income (unaudited)

mEEEBAR (REEX)

For the six months ended 30 June 2010
BE-TTFEAA=+AINEA

Six months ended 30 June

BEAA=tHIEAEA

2010 2009
—EB-FF —ZETNF
Note RMB’000 RMB’000
FI5E AR®T T ARETIT
Turnover B 4 2,785,616 1,244,923
Cost of sales SHE KA (2,371,479) (1,163,761)
Gross profit EF 414,137 81,162
Other income E AU A 39,521 13,262
Distribution expenses SaNiz1 53 (57,609) (38,620)
Administrative expenses TR (72,965) (20,978)
Other expenses Efthhi (17,230) (2,821)
Profit from operating activities K EERF 305,854 32,005
Finance income B U A 13,977 8,767
Finance costs B FE R AN (40,098) (20,074)
Net finance costs B TSR AN F BR (26,121) (11,307)
Share of loss of associate o A B E51E (343) -
Profit before income tax MRFTSB AR 279,390 20,698
Income tax expense s (73,246) (9,807)
Profit for the period HASE A 206,144 10,891
Other comprehensive income Hih2mEBA
Foreign currency translation differences YN EREELEZ
for foreign operations HNEE IR = RE (3,460) 810
Net movement in fair value reserve of AfHESRHEEAR
available-for-sale financial assets EAESE) T (12,918) -
Other comprehensive income HREMmEERA
for the period (after tax and (B R&EH
reclassification adjustment) DEEAE) (16,378) 810
Total comprehensive HAZEBAEZE
income for the period 189,766 11,701

F 31 272 BRI A AT B 3RS 0
— 2D - KRB EMEREIFFASTIREE
ZEFIBH R EE23 -

The notes on pages 31 to 72 form part of this interim financial report.
Details of dividends declared to equity shareholders of the Company
are set out in Note 23.

Interim Report 2010 —ZE—ZFhfikeE _



Consolidated Statement of Comprehensive Income (unaudited)

REEEBAR(REER)

For the six months ended 30 June 2010
HE-_ZT-ZFA=+HIENEAR

Six months ended 30 June
BZEAA=1THILAEA

2010 2009
—E-ZF —ETNhF
Note RMB’000 RMB’000
=3 ARBT T ARETTT
Profit attributable to: AR
Equity shareholders of the Company RAEIERFFE A 206,524 10,891
Non-controlling interests JEfE i s (380) -
Profit for the period HAN A 206,144 10,891
Total comprehensive iR EEBR AL :
income attributable to:
Equity shareholders of the Company RARERFEEA 190,146 11,701
Non-controlling interests IR A (380) -
Total comprehensive HREERALLE
income for the period 189,766 11,701
Earnings per share BRER
Basic earnings per share (RMB) BRERZN(ARETT) 8(@) 0.20 0.01
Diluted earnings per share (RMB) FREERMN(ARETT) 8(b) 0.20 0.01
The notes on pages 31 to 72 form part of this interim financial report. 2531 &£ 72 B &Mt SRR AR BREA 7S 3 /O
—E5 °
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Consolidated Statement of Financial Position (unaudited)

e BN R (REFR)

At 30 June 2010
RZE—ZTFA=1+H

Non-current assets
Property, plant and equipment
Intangible assets

Lease prepayments

Other investments
Investments in associate
Deferred tax assets

Current assets

Inventories

Derivatives

Trade and other receivables
Pledged deposits

Cash and cash equivalents

Current liabilities
Loans and borrowings
Trade and other payables
Derivatives

Current taxation

Net current assets

Total assets less
current liabilities

Non-current liabilities

Deferred tax liabilities
Loans and borrowings

Net assets

The notes on pages 31 to 72 form part of this interim financial report.
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HETRMNTKIA
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REEE R R ZIRE
EEHREE

REEE

73S
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FEUS B 5 AR % I HL Ath B W 5K
EEBFR
BeRBSEEY

RBEE
ERKEE
EH%%% X% H b 5 3R
PTETH
MENTIA

RBEEFHE

BEERER
REAE

FRBAR

BIETIRE(E
EREEE

BERE

Note
FI5E

10

11

12
13

14
15

LIH 16

17
18

19

I8 20

15

21
19

At 30 June At 31 December
2010 2009
R=Z2-BF RZETNF
AA=+HA +=A=+—AH
RMB’000 RMB’000
AR¥TT ARETTT

1,083,142 996,231
207,148 =
5,983 6,053
- 30,390
47,864 -
6,645 6,561
1,350,782 1,039,235
379,332 358,124
3,244 -
1,384,867 1,349,832
1,009,935 1,037,328
337,703 376,187
3,115,081 3,121,471

(2,171,1200 (2,013,813

(227,024) (370,104)
(14,016) -
(171,908) (167,578)

(2,584,068) (2,651,495)

531,013 569,976
1,881,795 1,609,211
(52,851) -
(208,897) (231,924)
(261,748) (231,924)
1,620,047 1,377,287
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Consolidated Statement of Financial Position (unaudited)

e BRI R (REFR)

At 30 June 2010
R=_F—FF,XA=1H

At 30 June At 31 December

2010 2009
R=B—ZF R-ZTTNF
ANA=+H +=A=+—H
Note RMB’000 RMB’000
B aE ARET T ARET T

Capital and reserves BAR & 23
Share capital %N 91,474 91,474
Reserves fEfE 1,477,734 1,285,813

Total equity attributable to equity ZA2AREZFE AEN

shareholders of the Company ERBE 1,569,208 1,377,287
Non-controlling interests eIy 50,839 =
Total equity fERBEE 1,620,047 1,377,287

Approved and authorised for issue by the Board of Directors of China RZZE—ZEFNAZTLRERRRES

Qinfa Group Limited on 27 August 2010. EBERAREESHEREEET
Director Director
Ea EEa
XU Jihua WANG Jianfei
"HEHE F B

The notes on pages 31 to 72 form part of this interim financial report. %31 = 72 B MR RK A B ES 75 3 /O
—&n

o
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Consolidated Statement of Changes in Equity (unaudited)
mEERBEHR (REER)

For the six months ended 30 June 2010
HE_ZT-ZTFA=1THILEAHEA

Attributable to equity shareholders of the Company

L s IN 1
Share-based
compensation
reserve
Share Capital Share Merger Fair value Exchange PYE] Retained
capital reserve premium reserve Reserves reserve reserve B earnings Total
B& HARE ki AlEE BE DERR EXRfE Hegk REEA &3t

Nl RMBOOD RVB000 RMBODD RMBODD RVBO00 RVB00D RMBODD RMBODD RVB000 RVB00D
Wi ARETR  ARMTR  ARMTR  ARMTR  ARMTR ARMTR ARMTR ARMTR ARMTRm ARMTR

Atidaniay 200 H-EEAF-F-B . %031 = 31499 297278 - B2814) - 961 734955
Total comprehensive ~ HAZEHALE

income for the period
Proft for the perod i - - - - - - - - 10,891 10,891

Other comprehensive  Efs2EKA
income

Foreign currency BEHEEL
tansltonfrences  JHEEEE

for foreign operations - - - - - - 810 - = 810
Tota other comprehensive. Efi2EHAEE
income - - - - - - 810 - - 810

Total comprehensive ~~ 2EHALE
income - - - - - - 810 - 10891 11,701

Transactions with ~ EEEHEAZRS
equity shareholders, ~ WERERSIR

recorded directly

in equity
Avising on the REfmEE

Reorganisation 281b)fi 88 (96,031) - 95,943 = = = = - -
Eauity-setted share-based bEREE U MR

payments BEROAR 230)i) - - - - - = = 23 = A
Divdends deciredand  EERRXMT

paid to equity EeREARS

shareholders 2 - - - - - - - - (88,152) (88,152)
Tota ransactons with ~ EZEREA A

culyTasholes  RB4E % %6031 - %9 - - - b4 815 G199
At 30 June 2009 R-EEAFAA=TA 8 - - 121,442 207218 - (62,004 223 285,700 658,721

The notes on pages 31 to 72 form part of this interim financial report. %31 272 B WMERER AT B 3 & 7Y
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Interim Report 2010 —ZE—ZFhfikeE



Consolidated Statement of Changes in Equity (unaudited)
mEERBEHR (REER)

For the six months ended 30 June 2010
HE-_ZT-ZFA=+HIENEAR

Attributable to equity shareholders of the Company

ANAREREARL
Share-based
compensation
reserve
Share Capital Share Merger Fair value Exchange PYE] Retained
capital reserve premium reserve Reserves reserve reserve By eamings Total
R& HAGE ke AR B DREER B Hekk REEA &5t

Nl RMBOOD RVB000 RVB00D RMBODD RMBOO0 RVB00D RMBODD RMBODD RMBOD0 RVB00D
Wi ARETT  ARETR  ARRTR  ARMTR  ARMTR  ARMTR  ARMTR  ARMTR ARMTR ARMTR

At1 July 2009 HW-EEAELA-R 8 - - 127,442 297778 - (52004) m 285,700 658,727
Total comprehensive ~ HAXEHALE

income for the period
Proft for the perod g - - - - - - - - 118612 118612

Other comprehensive  EAE2ERA

income
Foreign currency BEBEEL

tendation diferences  JEREEE

for foreign aperatons - - - - - = (B56) = - (656)
Net changeinfairvaue ~ FIfEiESRAER

ofaalabetorsde  ARERHEE

financial assets - - = = = 12918 - - - 12918

Total other comprehensive. Et2ENALZE
income - - - - - 12918 (856) - - 12062

Totd comprehensive ~~ 2EHALE

income - - - - - 12918 (856) - 118,612 130,674
Transactions with equity EEGFFAZRE *

shareholders,recorded  HERE R

directly in equity
Captalsaton issue BT 23l 66,039 - (66,039) = = = = = = o
lssuanog of shares by~ BEERAFEE

htdPbicOfeng %47 236 00 - 533,420 - - - . - - 55,471

Issuance of shares under  FEREREH
the over-alotment EERRE
option reated to Kkt

the placement 23(a)() 3,305 - 79,987 - - - - - - 83,292
Sharelssung expenses  RAENIRER - - (52,744) - - - - - - (52,744)
Approprigtion toreserves AR 230 - - - - 9416 - - = [0416) o
Equity-setted share-based bERZZ TR

payments BRI 23p)i) - - - - - - - 1,867 - 1867
Totd trensactons with ~ EERHAANRALE

equity shareholders 91,386 - 494,633 - 9416 - - 1,867 (0.416) 587,886
At31December2000 M=-EZAFT=A=1-A 91474 - 494633 127,442 306,694 12,918 (62,860 2,090 304,896 1,377,281

o

The notes on pages 31 to 72 form part of this interim financial report. %31 =72 B MR A B RS 75 3 7O
ﬁ

—

m China Qinfa Group Limited FERZE#&EEAR QT



Consolidated Statement of Changes in Equity (unaudited)
mEERBEHR (REER)

For the six months ended 30 June 2010
HE_ZT-ZTFA=1THILEAHEA

Attributable to equity shareholders of the Company

ADFEEREARE
Share-based
compensation
reserve Non-
Share  Capital Share  Merger Fairvalue Exchange  MBfA  Retained controlling Total

capital  reserve  premium  reserve  Reserves  reserve  reserve 2z eamings Total interest equity

B EARRE  REMER  ofRE fiff DAERE EARRE  MERR  REERA gt FURES  ER4R

Note RMBO0  RMBOO0  RMB'00  RMB'OO0  RMB000  RMBOO0  RMB'000  RMB'OO0  RMB'000  RMBOO0  RMB'000  RMBIOOO
HiE ARETT ARETT ARETT ARET ARETR ARETR ARETR ARETR ARETT ARETT ARETr ARETR
At1 January 2010 Z2-2F-F-f 91474 - 494638 17442 306,6% 12,918 (62,860) 2090 3048% 1,377,087 - 13
Total comprehensive HR2ENALE
income for the period
Profit for the period HRET| = = = = = = - - 20654 20654 (380 206,144
Other comprehensive HE2EUA
income
Forign currency trandation B0 EBES 2
diferences for pllzEr
foreign operafions - - - - - - (3.460) - - 3.460) (3,460)
Disposal of avelable-for-sale ~ HETHEELHEE
financial assets - - - - (12918 - - - (12918 - (12918
Total other comprehensive ~ EM2ERALE
icorne - . - - S (2019 (40 . - (637 X
Total comprehensive FERAEE
income - - - - - (12.918) (3.460) - 2654 190,146 (380) 189,766
Transactions with RERREAZRR

equity shareholders RERES

and non-controlling RESERIR

interests, recorded

directly in equity
Non-controling nterests WE—HBAR

arisng fom acquistion ELiEIR

of asubsidlry s 7 = = = = - - - - - - D A0
Cepil oorirbution recehedin — MEEARBRRS

anon-wholl owned sbsidiary 2 EHBAFEL

by anon-controling HERLE

shareholder - - - - - - - - - 31,144 31,144
Fouty-setled sharebased  IEREETNRE

payments BEERA 23b)i) - - - - - - - 1775 - 1775 - 1775
Total ransactions with EEGIFEARAEE

equity shareholders - - - - - - - 1,775 - 1,175 51219 52,994
At 30 June 2010 RZE-BEXA=1R 91474 - 404633 127,442 306,604 - 56,320) 3860 601,420 1,569,208 50839 1,620,047

The notes on pages 31 to 72 form part of this interim financial report. %31 272 BRI AT BB 53 & 7Y
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Condensed Consolidated Statement of Cash Flows (unaudited)
AR ERERER CREEX)

For the six months ended 30 June 2010
HE-_ZT-ZFA=+HIENEAR

Six months ended 30 June
BEASA=1THIEAREA

2010 2009
—EB-FF —EENF
Note RMB’000 RMB’000
MI5E ARET AREFIT
Cash generated KEEBIFTS
from/(used in) operations (FTA) A< 115,111 (157,470)
Tax (paid)/refund (Bf),/TREHE (65,141) 17,473
Net cash generated reEsER S (FTA)
from/(used in) REFE
operating activities 49,970 (139,997)
Net cash used in RETBFTARESFE
investing activities (284,355) (102,353)
Net cash generated METEEREFE
from financing activities 194,000 151,317
Net decrease in cash RERBESESEMRDFHE
and cash equivalents (40,385) (91,033)
Effect of foreign e [i0p=-2
exchange rate changes 1,901 1,548
Cash and cash R—B—HBZBEE&R
equivalents at 1 January REEEY 18 376,187 201,499
Cash and cash RAB=+THZRER
equivalents at 30 June REEEY 18 337,703 112,014

The notes on pages 31 to 72 form part of this interim financial report. £ 31 272 B A MEERE R AT B S E 1Y
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Notes to the Unaudited Interim Financial Report

REBEZRP B R E M

1 COMPANY BACKGROUND AND BASIS OF
PREPARATION

1.1

1.2

General information and the basis of presentation

China Qinfa Group Limited (the “Company”) was
incorporated in the Cayman Islands on 4 March 2008
as an exempted company with limited liability under the
Companies Law (2007 Revision) of the Cayman Islands.

Pursuant to a reorganisation (the “Reorganisation”) of
the Company and its subsidiaries (collectively referred
to as the “Group”) which was completed on 12 June
2009 to rationalise the Group’s structure in preparation
for the public offering (as defined in the prospectus of
the Company dated 19 June 2009 (the “Prospectus”))
of the Company’s shares on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), the Company became the holding company
of the subsidiaries now comprising the Group. Details
of the Reorganisation are set out in the Prospectus. The
Company’s shares have been listed on the Main Board
of the Stock Exchange since 3 July 2009.

Since all entities which took part in the Reorganisation
were under common control of a group of ultimate equity
shareholders, the Group is regarded as a continuing
entity resulting from the reorganisation of entities under
common control. This unaudited interim financial report
has been prepared on the basis that the current group
structure had been in existence at the beginning of the
earliest period presented. Accordingly, the consolidated
results of the Group for the six months ended 30 June
2009 and 2010 include the results of the Company
and its subsidiaries with effect from 1 January 2009
or, if later, since their respective dates of incorporation
as if the current group structure had been in existence
throughout the two periods presented. All material intra-
group transactions and balances have been eliminated
on consolidation.

Basis of preparation

This interim financial report has been prepared in
accordance with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on The
Stock Exchange, including compliance with International
Accounting Standard (“IAS”) 34, Interim financial
reporting, issued by the International Accounting
Standards Board (“IASB”).

1.2

1 RRAERREREE

— AR 2FIEE

TEREEEERAA(AR
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ERTAR) R S B B EMAKIL R
—HERRARAEERA

RIBAD R K EL KB~ 7] (7
[A&E]) BECAEENRE
NEBEARABRNHNELHA
ZXHAARAR ([BEEFT]) £
RETOAREE (EERAR
ARMR—FTAF A ATA
BB ER (HERERD) M
ETzERTER] (REHR
ER-_FEFNAFAAT_BE
BX) AR B AIRE AR A &
EEHMEARNERAR -
BREHZHFBENERER
Ao ARFIROHEA—ZTENF
A= BREAEMRAER LT

HRMELEEHE BN
—HRREERFE ANKRE
BT AERERZEXREST
CEREAMBEAFELE
B AREEZTHMB IR
ENRBAKEBRITRERT
2N RFHPIRBEFE
MEEMBR - Bt - AEH
BE_EENFR-_F—FF
NA=TRHIERNBEAZERSS
BERAREREKE AR H
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

1 COMPANY BACKGROUND AND BASIS OF
PREPARATION (continued)

1.2 Basis of preparation (continued)

This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position
and performance of the Group since the 2009 annual
financial statements. The condensed consolidated
interim financial statements and notes thereon do
not include all of the information required for full set
of financial statements prepared in accordance with
International Financial Reporting Standards (“IFRSs”).

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with Hong Kong
Standard on Review Engagements 2410, Review
of interim financial information performed by the
independent auditor of the entity, issued by the Hong
Kong Institute of Certified Public Accountants. KPMG’s
independent review report to the Board of Directors is
included on page 21.

The financial information relating to the year ended 31
December 2009 that is included in the interim financial
report as being previously reported information does
not constitute the Group’s statutory financial statements
for that financial year but is derived from those financial
statements. Statutory financial statements for the
year ended 31 December 2009 are available from
the Company’s registered office. The auditors have
expressed an unqualified opinion on those financial
statements in their report dated on 26 March 2010.

2  SIGNIFICANT ACCOUNTING POLICIES

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2009 annual
financial statements, except for the changes in accounting
policies set out below.

m China Qinfa Group Limited HERZ&ER&EEAR QT
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Notes to the Unaudited Interim Financial Report

REBEZRP B R E M

2  SIGNIFICANT ACCOUNTING POLICIES (continued)

2.1

Changes in accounting policies

The IASB has issued two revised IFRSs, a number of
amendments to IFRSs and one new Interpretation that
are first effective for the current accounting period of
the Group and the Company. Of these, the following
developments are relevant to the Group’s financial
statements:

o IFRS 3 (revised 2008), Business combinations

° Amendments to IAS 27, Consolidated and
separate financial statements

° Amendments to IAS 39, Financial instruments:
Recognition and measurement-eligible hedged
items

° Improvements to IFRSs (2009)

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

The amendments to IAS 39 and Improvements to
IFRSs (2009) have had no material impact on the
Group’s financial statements as the amendments and
interpretations were consistent with policies already
adopted by the Group.

In order to be consistent with the amendments to
IFRS 3 and IAS 27, and as a result of amendments
to IAS 28, Investments in associates, the following
accounting policies in respect of business combinations
and investments in associate will be applied as from 1
January 2010.

2 IFREHBEE)
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Notes to the Unaudited Interim Financial Report

REEZP MRS M

&

2

SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Accounting policies for new transactions and events

(a)

Business combinations

The Group has adopted IFRS 3 (2008) for all
business combinations occurring in the financial
year starting 1 January 2010. All business
combinations occurring on or after 1 January
2010 are accounted for by applying the acquisition
method.

Control is the power to govern the financial and
operating policies of an entity so as to obtain
benefits from its activities. In assessing control,
the Group takes into consideration potential
voting rights that currently are exercisable. The
acquisition date is the date on which control is
transferred to the acquirer. Judgement is applied in
determining the acquisition date and determining
whether control is transferred from one party to
another.

The Group measures goodwill as the fair value
of the consideration transferred (including the fair
value of any previously held equity interest in the
acquiree) and the recognised amount of any non-
controlling interest in the acquiree, less the net
recognised amount (generally fair value) of the
identifiable assets acquired and liabilities assumed,
all measured as of the acquisition date. When the
excess is negative, a bargain purchase gain is
recognised immediately in profit or loss.

m China Qinfa Group Limited HERZ&ER&EEAR QT
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Notes to the Unaudited Interim Financial Report
RRE % I RS R Y R
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SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Accounting policies for new transactions and events

(continued)

(a)

Business combinations (continued)

Consideration transferred includes the fair values
of the assets transferred, liabilities incurred by the
Group to the previous owners of the acquiree,
and equity interests issued by the Group.
Consideration transferred also includes the fair
value of any contingent consideration and share-
based payment awards of the acquiree that are
replaced mandatorily in the business combination.
Contingent consideration is measured at fair value
at the acquisition date. Any subsequent changes in
the measurement of that contingent consideration
will be recognised in profit or loss, unless they
arise from obtaining additional information about
facts and circumstances that existed at the
acquisition date within 12 months from the date of
acquisition (in which case they will be recognised
as an adjustment to the cost of the business
combination).

A contingent liability of the acquiree is assumed
in a business combination only if such a liability
represents a present obligation and arises from
a past event, and its fair value can be measured
reliably.

The Group elects on a transaction-by-transaction
basis whether to measure non-controlling interests
at fair value, or at their proportionate share of the
recognised amount of the identifiable net assets of
the acquiree, at the acquisition date.

2
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Notes to the Unaudited Interim Financial Report
KRBT HA B IS R Y =

2  SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Accounting policies for new transactions and events

(continued)

(a)

(b)

Business combinations (continued)

Transaction costs, other than those associated
with the issue of debt or equity securities, that
the Group incurs in connection with a business
combination are expensed as incurred.

Any losses incurred by a non-wholly owned
subsidiary will be allocated between the controlling
and non-controlling interests in proportion to their
interests in that entity, even if this results in a deficit
balance within consolidated equity being attributed
to the non-controlling interests.

See Note 7 for the application of the policy to the
business combinations that occurred during the
period.

Investments in associate

Associates are those entities in which the Group
has significant influence, but not control, over
the financial and operating policies. Significant
influence is presumed to exist when the Group
holds between 20 and 50 percent of the voting
power of another entity.
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Notes to the Unaudited Interim Financial Report
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SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Accounting policies for new transactions and events

(continued)

(b)

Investments in associate (continued)

Investments in associates are accounted for using
the equity method (equity accounted investees)
and are recognised initially at cost. The Group’s
investment includes goodwill identified on
acquisition, net of any accumulated impairment
losses. The consolidated financial statements
include the Group’s share of the income and
expenses and equity movements of equity
accounted investees, after adjustments to align the
accounting policies with those of the Group, from
the date that significant influence commences until
the date that significant influence ceases. When
the Group’s share of losses exceeds its interest
in an equity accounted investee, the carrying
amount of that interest, including any long-term
investments, is reduced to nil, and the recognition
of further losses is discontinued except to the
extent that the Group has an obligation or has
made payments on behalf of the investee.

If the Group holds interests in the acquiree
immediately prior to obtaining significant influence,
these interests will be treated as if disposed of and
re-acquired at fair value on the date of obtaining
significant influence.

If the Group loses significant influence, the
transaction will be accounted for as a disposal
of the entire interest in the investee, with any
remaining interest being recognised at fair value as
if reacquired.

2
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

2  SIGNIFICANT ACCOUNTING POLICIES (continued) 2 FESHBEKE)

2.2 Accounting policies for new transactions and events
(continued)

(b) Investments in associate (continued)

Unrealised profits and losses resulting from
transactions between the Group and its associates
are eliminated to the extent of the Group’s interest
in the investee, except where unrealised losses
provide evidence of an impairment of the asset
transferred, in which case they are recognised
immediately in profit or loss.

(c) Derivative financial instruments

Derivatives are recognised initially at fair value;
attributable transaction cost are recognised in
profit or loss as incurred. Subsequent to initial
recognition, derivatives are measured at fair value,
and changes therein are recognised immediately in
profit or loss.

ESTIMATES

The preparation of interim financial reports requires
management to make judgments, estimates and assumptions
that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and
expense. Actual results may differ from these estimates.

In preparing this interim financial report, the significant
judgments made by management in applying the Group’s
accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31
December 2009.
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Notes to the Unaudited Interim Financial Report

REBEZRP B R E M

4 SEGMENT REPORTING

(@)

Segment results, assets and liabilities

The Group has three major reportable segments, as
sales of coal, sales of iron ore, shipping transportation,
which are the Group’s strategic business units. The
strategic business units offer different products and
services, and are managed separately because they
require different technology and marketing strategies.
For each of the strategic business units, the Chief
Executive Officer (“CEQ”) reviews internal management
reports on a monthly basis.

Financial results from other operating segments are
below the quantitative threshold for determining
reportable operating segments and consist primarily of
business segments of coal mining and port business.
These two operating segments are combined and
reported as “all other segments”.

For the purposes of assessing segment performance
and allocating resources between segments, the CEO
monitors the results, assets and liabilities attributable to
each reportable segment on the following basis:

The measure used for reporting segment profit is
adjusted profit before net finance costs and taxes. Items
not specifically attributable to individual segments, such
as unallocated head office and corporate administration
costs are further adjusted.

Segment assets include all tangible, intangible assets
and current assets with the exception of investments
in financial assets, deferred tax assets and other
corporate assets. Segment liabilities include trade and
other payables attributable to activities of the individual
segments and loans and borrowings managed directly
by the segments.
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

4 SEGMENT REPORTING (continued) 4 SEWHREE)

(a)  Segment results, assets and liabilities (continued) @ oEbELE - BENMBEBEE)
Revenue and expenses are allocated to the reportable WARST HTEREZEDE
segments with reference to sales generated by EEZHEHERAST HOE T A
those segments and the expenses incurred by those RLES R o
segments.

Shipping
Sales of Coal Sales of Iron Ore. Transportation ~ All other segments Total
BRie HRRRE hEEy FELHAS it
010 2009 2010 2009 210 2000 2010 2000 2010 2009
T%-%F CTINE C%-%F CTINE CE-BE CTINF C5-BE CTONE CE-RE CROAE
RMB'000 RMB'000 RMB'000 RMB0O0 RMB'000 RMBOO0 RMB'000 RMBOO0 RMB'000 RMB'000
AEBT ARETT ARETR ARETT ARETR ARETT ARETR ARETT ARETR ARETT
Forthe six months BENA=THL
ended 30 June ~EA
Tumover fiom eEP
extema customers 23E 270453 726,061 - 50848 81080 15434 - - 2785616 1244923
Iner-segment fumover AEERE - - - - %M L9 - - X607 4
Reportable segment THEM
turnover LE4] 2,704,536 726,061 - 0348 UTAT 88213 - - 3,051,663 1,267,702
Reportable segment TREADRE
profi/loss) ]
hefore income tax &H/(F8) 214006 21,656 - Bo06 67,061 (20589 991 - 01008 345713
Reportable segment assets THEATEE
s at 30 June 2010/ R-E-2FRA=1R/
31 December 2009 CEEAETCAST-A SM2545 3442403 16635 16804 1,263592 1,138,966 497,622 - 5220394 4598233
(ncluding investments (BfinBEnd
inassociate KE) - - - - - kT Sk -
Reportable segment iabiliies ~ WH&ABEE
as at 30 June 2010/ H-2-2FRA=1R/
31 December 2009 CEEAETCAST-A (26266%) (2592,010) - - (1,123,816) (1000935 (207,577) - (3958,029) (3652945)
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Notes to the Unaudited Interim Financial Report
RRE % I RS R Y R

S

4

SEGMENT REPORTING (continued)

(b)

Reconciliations of reportable segment turnover, profit or

loss, assets and liabilities

Turnover

Reportable segment turnover
Elimination of inter-segment turnover

Consolidated turnover

Profit

Reportable segment profit
before income tax

Elimination of inter-segment
loss/(profit)

Unallocated head office and
corporate gain/(expenses)

Net finance costs

Consolidated profit before income tax

~—~ 1K

M) Z 15

EN R UNCIDSE
~EMEs (R

B TSR AN 38R

AR BRI BLATEF

2 EE|E ()
b) AEHE DB
BEMBEHER

Six months ended 30 June
BZX<A=1+HIARAEA

2010 2009
S
RMB’000 RMB’000
AR¥T AREFIT
3,051,663 1,287,702
(266,047) (42,779)
2,785,616 1,244,923

gl

Six months ended 30 June
HZEASA=tTHLAAEAR

2010 2009
—®-8F —TTNE
RMB’000 RMB’000
AR¥T T ARET T
291,008 34,573
834 (1,547)
13,669 (1,021)
(26,121) (11,307)
279,390 20,698
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

4 SEGMENT REPORTING (continued) 4 SEWHREE)

DESR)E XA - Bt
| BSRR ()

(b)  Reconciliations of reportable segment turnover, profit or (o) AL
loss, assets and liabilities (continued) BEKE
Assets BE

At 30 June At 31 December
2010 2009
R=ZB-2F R_TTNF
AA=+HA +=A=+—H

RMB’000 RMB’000
ARBET T AREFIT
Reportable segment assets ﬁ%ﬁa‘ﬁé? 5,220,394 4,598,233
Elimination of inter-segment 53 5P FE LR
receivables and inventories 1T f"iZ%ﬁﬁ (410,506) (256,563)
Elimination of receivables e NS
from head office FRIE 2 ¥ 8H (352,737) (219,502)
Deferred tax assets RIEFIAE 2= 6,645 6,561
Unallocated assets RO EE 2,067 31,977
Consolidated total assets A BEMRT 4,465,863 4,160,706
Liabilities =V
At 30 June At 31 December
2010 2009
RIBE—ZF RZZTNF
NA=+H +=—A=+—H
RMB’000 RMB’000
AR¥ET T AREFIT
Reportable segment liabilities AmEDHAE 3,958,029 3,652,945
Elimination of inter-segment payables 7555 [ & 15 702 ¥ (410,001) (255,469)
Elimination of payables to head office &S 48R 758 2 ¥4 (926,999) (790,855)
Current tax liabilities ENEATR IR B fE 171,908 167,578
Deferred tax liabilities BIEFIEAE 52,851 =
Unallocated liabilities RobicafE 28 9,220
Consolidated total liabilities e BERE 2,845,816 2,783,419
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Notes to the Unaudited Interim Financial Report

REBEZRP B R E M

5  PROFIT BEFORE TAX 5 BRBADER
Profit before tax is arrived at after charging/(crediting): BREADEFE R (GEA) A&
17 :
(@ Net finance costs @ BT FER

Six months ended 30 June

BEANA=tHILAER

2010 2009
—g-%F -TINE
RMB’000 RMB’000

ARBTR ARETT

Interest income FE WA (9,281) (8,178)

Net foreign exchange gain b 5 W a) F R (4,696) (589)

Finance income B (13,977) (8,767)

Interest on borrowings EEF L 29,652 16,826
Less: interest capitalised into property, J& : ¥13% « BE K&

plant and equipment FEPEERNEFE - (437)

29,652 16,389

Bank charges RITER 10,446 3,685

Finance costs B IDIN 40,098 20,074

Net finance costs BTSN3 EE 26,121 11,307

(o)  Otheritems (o) EmIEH

Six months ended 30 June
BZA<A=1+HIEARAEA

2010 2009
S
RMB’000 RMB’000

AR®TR ARETT

Operating lease charges on premises #1EM&EHEE A 2,867 1,932
Depreciation for the property, Y%~ BB &

plant and equipment REE 47,382 34,780
Amortisation of lease prepayments  FAETET RIAEE S 70 70
Amortisation of intangible assets A 3,511 =
Net realised and unrealised loss PTETABEER K

on derivatives REIRESRFRE 10,176 =
Fair value change of available-for-sale At HHESRIEER

financial assets ARE# (19,584) -
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

6 INCOME TAX EXPENSE

Current tax BNEAT 18
- PRC Income Tax —HhEIFEE
— Hong Kong Profits Tax —EBNE
Deferred taxation RIETIE

(i)

(iv)

Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Islands, the Group is not
subject to any income tax in the Cayman Islands and the
British Virgin Islands.

No provision for Hong Kong Profits Tax has been made
for the subsidiaries located in Hong Kong as these
subsidiaries did not have assessable profits subject to
Hong Kong Profits Tax during the period.

The provision for the PRC corporate income tax was
based on a statutory rate of 25% of the assessable
profits of subsidiaries which carried on businesses in the
PRC.

Pursuant to the Corporate Income Tax Law of the PRC,
5% withholding tax is levied on the foreign investor in
respect of dividend distributions arising from a foreign
investment enterprise’s profits earned after 1 January
2008. Deferred tax liabilities have been recognised for
the profits earned by the Group’s PRC subsidiaries for
the six months ended 30 June 2010 to the extent that
the earnings would be distributed in the foreseeable
future.
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(i)

(iv)

Six months ended 30 June
BZXA=1+HIAREA

2010 2009
—2-%F —TTHAF
RMB’000 RMB’000
ARMTRE  ARETR
69,471 5,863

= 2,784

3,775 1,160
73,246 9,807
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MHREEEMRBREZESN
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Notes to the Unaudited Interim Financial Report

B IERE M

ACQUISITION OF A SUBSIDIARY

Business combination

On 26 February 2010, a subsidiary of the Company, Datong
Xiejiazhuang Jinfa Trading and Transportation Co., Ltd.
(“Datong Jinfa”), obtained control of Shanxi Hun Yuan Ruifeng
Coal Company Limited (“Ruifeng Coal”) by acquiring 87.88%
of the equity interest in Ruifeng Coal for a consideration of
RMB130,000,000.

Ruifeng Coal was the owner and operator of a coal mine in Hun
Yuan County, Datong City, Shanxi Province, China. During
the period from the acquisition date to 30 June 2010, Ruifeng
Coal was still in pre-operating stage. Therefore, no revenue
was generated by Ruifeng Coal and the loss during that period
was RMB3,136,000. If the acquisition has occurred on 1
January 2010, management estimates that the consolidated
revenue for the six months ended 30 June 2010 would have
been RMB2,785,616,000, and consolidated profit for the
period would have been RMB205,577,000. In determining
these amounts, management has assumed that the fair value
adjustments that arose on the date of acquisition would have
been the same if the acquisition had occurred on 1 January
2010.

Fair value of the identifiable assets acquired and

kg —EH B2 F

XBast

MZB-—ZBF-_A=+ARA A2
AMB AR ARMBRAESHEHRS
RARI(TKRAZE]BEBUAREA
R 130,000,000 7T U2 B8 7 I 2 5 3
87.88% A 2 7 4 HY | 78 & R I [ )G
X¥EREFEAR([TmEME]) Ky
P o

ImE SR RS A B PE
BAARRATERGH —BEERE - R
BE-Z—ZFA=+HHHE
B TERTEE LR - BUREE
EWEEEFAMKA - BHAEES
AR #3,136,0007C R =F
—ZTF—H—H%4A - BEREMR
HE-_Z—ZFA=1THIEAR
e RAR B ARKE2,785,616,000
T MEBREE &K B ARE
205,577,0007C ° M5 E % &
- EEEERXMWEER_Z—F
F—A—RAZBLE RUREEEEND
S EREBER -

REBRAWBTHNEEREAESS

liabilities assumed as of the acquisition date: ZARE:

Note RMB’000

BT AREFIT
Property, plant and equipment Y%~ BB MR A 10 24,543
Intangible assets B EE 11 210,659
Inventories FE 176
Trade and other receivables FEUE 5 AR 51 K E A U R IR 4,850
Cash and cash equivalents ReRREEEY 655
Other liabilities HihBE&E (26,253)
Deferred tax liabilities RIERIEEE (48,992)
Total net identifiable assets ARG EEFEAE 165,638
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

7 ACQUISITION OF A SUBSIDIARY (continued)
Bargain purchase gain

Bargain purchase gain has been recognised as a result of the
acquisition as follows:

Total consideration transferred HRNR(ERE
Non-controlling interests, based on their RS - ThiR
proportionate interest in the recognised AU T B R

amounts of the asset and liabilities of BERBESEN

the acquiree MRS BIETE
Less: value of net identifiable assets B AR EEFE
Bargain purchase gain REWE RS

The bargain purchase gain is attributable mainly to the
synergies expected to be achieved from integrating Ruifeng
Coal into the Group’s existing coal business. The bargain
purchase gain was recognised in other income.

8 EARNINGS PER SHARE
(@) Basic earnings per share

The calculation of basic earnings per share for the six
months ended 30 June 2010 is based on the profit
attributable to equity shareholders of the Company
of RMB206,524,000 (six months ended 30 June
2009: RMB10,891,000) and the weighted average of
1,037,500,000 ordinary shares (2009:750,000,000) in
issue during the period.
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T

RMB’000
ARETT

130,000

20,075
(165,638)

(15,563)

2 B R W as = 2 e X TR A B LR
EHAAEERBERREHSEHN
1 RIS RE P B o 2 (B WU Ut O EL A
WA HER o

BRER

(@)

FRREREN

e

HE_Z—ZTFA=FTHL
NEAFRERRBF THARR
RIERFRAEABGLEFAR
¥ 206,524,000 L( B & = &
ZAEASNA=ZTHIEAEA :
A K #10,891,0007T ) M 8 A
BB 1T E M AR 8 N T35 &
1,037,500,000 f% (ZZZ 1.4 :
750,000,000 f%) 51 & °
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Notes to the Unaudited Interim Financial Report

REBEZRP B R E M

8

9

EARNINGS PER SHARE (continued) 8 BRERNGE)
(b) Diluted earnings per share (o) ERESSER
The calculation of diluted earnings per share for the six EHE—_ZET—ZTF A=t
months ended 30 June 2010 and the six months ended EI 1N E A &Eﬁ?:_ T F
30 June 2009 is the same as the calculation of basic NAZ=+TH 1IN E A & =R
earnings per share for these periods. SBRMNEZEHRAESRE
RAFFER o
The Pre-IPO Share Option Scheme (see Note 22(a)) does BHRARBERIBRETE (2
not give rise to any dilution effect on the Company’s BT 5 22(a)) W £ AN B =A%
earnings per share and there were no other dilutive BNEEEAN#HETEEHE
potential ordinary shares in existence during the six —E—FFXNA=ZTHLANE
months ended 30 June 2010 and the six months ended ARBE_ZZNFEAA=T
30 June 2009. H 1B/ A 3 & H A & £ 58
No options were exercised during the six months ended BHE2—_Z2—ZFFA=1+HIt
30 June 2010 (2009: Nil). N fl RAA - AT ERIE R
E(ZZTNE - &) o
OTHER COMPREHENSIVE INCOME 9 Hi2mBA
Available-for-sale financial assets AHEEENSREE
Six months ended 30 June
BZEAA=1THILAEA
2010 2009
—E-EF —ZETNF
RMB’000 RMB’000
ARET T ARETTT
Changes in fair value recognised during HINE MR
the period N EEE 6,666 =
Reclassification adjustments for amounts R = 1BZEH S REE T
transferred to profit or loss DI (19,584) =
Net movement in the fair value reserve HRA R E At 2 E A
recognised in other comprehensive RN A ERFE
income during the period BT (12,918) -

Interim Report 2010 = —ZFhHisRE
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&
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10

11

12

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2010, the Group
acquired items of property, plant and equipment with costs
of RMB136,148,000 in aggregate (six months ended 30 June
2009: RMB120,120,000), including assets acquired through
the business combination (see Note 7) of RMB24,543,000 and
a vessel under construction of RMB93,704,000.

INTANGIBLE ASSETS

During the six months ended 30 June 2010, the Group
acquired a coal mine exploitation right in Shanxi Province
of RMB210,659,000 through a business combination (see
Note 7).

OTHER INVESTMENTS

Available-for-sale financial assets

The available-for-sale financial assets as at 31 December 2009
represented the equity interests held by the Group in Tiaro
Coal Limited (“Tiaro Coal”), a company incorporated in the
State of New South Wales in Australia with its shares listed
on the Australian Securities Exchange. The fair value of the
available-for-sale financial assets was measured using quoted
prices (unadjusted) in active markets. As mentioned in Note 13
below, the Group acquired additional interests in Tiaro Coal as
at 30 April 2010 and the available-for-sale financial assets were
then deemed to be disposed of and reacquired at fair value.

m China Qinfa Group Limited HERZ&ER&EEAR QT
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3 - BMERERE

REE-Z—TFA=1THIEAMAE
A NEBREYE - BERZEBE
B - AH A AR 136,148,000 7T
(BEZZZNFA=THLEAHE
A+ AR¥120,120,0007T) @ B1EE
BEBEH(2HENE7) WENEE
AR 24,543,000 T RIERMMAR
# 93,704,000 7T °

BIEE

RBE_F-TFA=1THLAE
A RAEBEBEBE G (2K
7)EERILAENRERREARE

210,659,0007T °

HtRE&E

At 30 June At 31 December

2010 2009
R-Z2—FF RIZTNF
NA=+H +=—A=+—H
RMB’000 RMB’000
ARETRT AREBTI

- 30,390

RZZZNF+_A=+—H " °Al#
PESHEEEAEEFE —RNR
INET R BB = A SZ YA R Tiaro
Coal Limited ([Tiaro Coall) (Ep&H
ERMNBHER ST L) B o Al i
PESMEENARBERBERTS
BSRIE CRISTE) 512 o A TSt
EA13FTIL - ARBR=ZE—TFIMA
=+ B UkB&Tiaro Coalth5BIMERS » M
AT E SR E E RIRE AR AR A
B E KRB
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REBEZRP B R E M

13

INVESTMENTS IN ASSOCIATE 13 REEQITNKRE

In April 2010, the Group acquired additional 8,000,000 shares RZZE—FFENA - AEFHE—FIK
of interest in Tiaro Coal, and the Group held 30.05% equity f Tiaro Coal & # #= 8,000,000 & [i%
interest in Tiaro Coal as at 30 June 2010. e RZE—ZTFAA=1H &K%

E#%4 Tiaro Coal # 30.05% A% o

At 30 June At 31 December
2010 2009
R=ZB-2BF R_TTNF
AA=+H +=A=+—H
RMB’000 RMB’000
AR¥T T ARETTT

Listed shares, at cost RS - KA E 48,207 =
Share of loss FEfh 1A (343) -
47,864 -
Less: impairment loss B OREEE - =
47,864 -

Summary financial information on Tiaro Coal: Tiaro Coal 81 75 & FHif it -

At 30 June 2010
R=Z2—-ZFXA=1H

Assets Liabilities Equity
BE =N s
RMB’000 RMB’000 RMB’000

AR®ETR AR®TR AR®TR

100 percent BHZ—H 51,519 (801) 50,718
Group’s effective interest AEE TR R 15,481 (241) 15,240
During the period from the acquisition date to 30 June 2010, REERE=_ZT—ZFFA=1H
Tiaro Coal incurred a loss of RMB1,141,000, resulting in loss HiM - Tiaro Coal E £ BB AR
shared by the Group of RMB343,000 for the period. 1,141,000 7T * B A & B B (4 FE 4

E18 A R ¥ 343,000 7T °
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AREERTR B R E M

14 INVENTORIES 14 =&
At 30 June At 31 December
2010 2009
R-ZB—ZF RIZTNF
~NA=+H+=-—A=+—H
RMB’000 RMB’000
AR®T AREBT T
Finished goods BURK in 282,341 244,622
Goods in transit TEEY 84,759 103,247
Fuel R 12,232 10,255
379,332 358,124
The inventories as at 30 June 2010 and 31 December 2009 FER-_Z—ZEFNA=1tBR=F
were stated at cost. ENF+—A=+—BZKLTIE -

15 DERIVATIVES

Foreign exchange option contracts

(see Note (i)

Non-deliverable Forward (‘NDF”)
portfolio contracts (see Note (ii))

(i) Foreign exchange option contracts

15 fHTE£I R

At 30 June 2010 At 31 December 2009
R-Z-ZFXA=1H R-ZZNF+_A=1—H
Assets Liabilities Assets Liabilities
BE af BE B
RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR%T T ARETT ARETT
- (14,016) - -
ARMoz])
AEH (2B ) 3,244 - - -
3,244 (14,016) - -

As at 30 June 2010, the Group had four outstanding
foreign exchange option contracts signed with an

authorised financial institution. These contracts will

expire within twenty-two months after 30 June 2010.
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BF% P R R R R

KL

15 DERIVATIVES (continued)

U)

(i)

Foreign exchange option contracts (continued)

During the six months ended 30 June 2010, fair value
changes of these foreign exchange option contracts
were RMB14,016,000 and were recognised in other
expenses.

NDF portfolio contracts

As at 30 June 2010, the Group had sixteen outstanding
NDF portfolio contracts signed with an authorised
financial institution. These contracts will expire within ten
months after 30 June 2010.

During the six months ended 30 June 2010, fair
value changes of the NDF portfolio contracts were
RMB3,244,000 and were recognised in other income.

16 TRADE AND OTHER RECEIVABLES

Trade debtors and bills receivable

(see Note (i) (2B ()
Prepayment for investments FETB TR

(see Note (ii)) (2 BB L (i)
Deposits and prepayments e RIBRTK
Other non-trade receivables HhIEE 5 IR

15 fTEITAR(E)

U)

SNESIES 40 ()
REZE-T-BFAA=T
ALEAME A - %S5 E S

AU RARBEEHAEARE
14,016,000 7T » 17 7 E b 5 2

EF'EEE@ °
ARWERHIBE SR
W=F-BFAA=TA &

SEEE T AHELEESR
BERFEN KRBT IRBOE
GG - ZFEHKNRZ
E-TENA=TH%TEA
AEIE] o

E/\&I—? ﬁjﬁ/\ﬂ +E|
ERNEA TRIKEHAES
AHMARBERZSHAARYE
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FEUE 5 fR 3R e B IR I

At 30 June At 31 December

2010

R=Z2-ZBF RIZTNF
AA=+H +=A=+—AH

RMB’000 RMB’000
AR®BTR ARETRT
538,762 565,451
129,000 169,320
659,900 556,358
57,205 58,703
1,384,867 1,349,832
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

16 TRADE AND OTHER RECEIVABLES (continueqd) 16 EWEFRIFRHEMEWFIE(Z)

()  Trade debtors and bills receivable included bank
acceptance bills of RMB85,210,000 as at 30 June 2010
(31 December 2009: RMB41,687,000), which were
discounted to the banks.

Credit terms granted to customers ranged from O to 30
days depending on the customers’ relationship with the
Group, their creditworthiness and settlement record.

An ageing analysis of trade and bills receivable (net of
impairment for bad and doubtful debts) of the Group is
as follows:

Within 1 month —fE@AA

Over 1 month but less than 3 months  —1@ A A _E{E BB =1 A
Over 3 months but less than 6 months =1& A A _H{BiBiE7 <8 A
Over 6 months but less than 1 year 78 A LB BE—F

m China Qinfa Group Limited HERZ&ER&EEAR QT

U

R-ZZT—ZTFA=+H [
WESGERREREEBER
MERITRAIR A IRIT AR L IR A
R #85,210,000t( Z 2 Z 1
F+=-ZA=+—H: AR%
41,687,0007T) °

AEEREFRETE=1TX
TENEEYR RYEPER
SEMER  HERANARSRK
FCERTE e

R E ) FE W B 5 B R R R M
S8 (DR RIFERBE) B ER
BT -

At 30 June At 31 December

2010 2009
R=B—%F R-TENE
AXA=+A +=A=+-A
RMB’000 RMB’000

AR¥TR ARBTTT

449,675 501,197
27,070 42,693
51,495 21,561
10,522 =

538,762 565,451
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REBEZRP B R E M

16 TRADE AND OTHER RECEIVABLES (continued)

(i)  The prepayment for investments include:

1)

Prepayment for the acquisition of Ruifeng Coal

On 17 August 2009, Datong Jinfa, a subsidiary
of the Company, entered into an equity interest
transfer agreement (the “Equity Transfer
Agreement”) with, amongst others, Shanxi
Ruifeng Pharmaceutical Group Co., Ltd. (“Shanxi
Ruifeng”), which held a 87.88% equity interest
in Ruifeng Coal. Pursuant to the Equity Transfer
Agreement, Shanxi Ruifeng agreed to sell its
entire interest in Ruifeng Coal to Datong Jinfa
at a consideration of RMB130,000,000. As
at 31 December 2009, Datong Jinfa had paid
RMB108,120,000 of the total consideration.

On 26 February 2010, Datong Jinfa entered into an
escrow agreement with Shanxi Ruifeng. Pursuant
to the escrow agreement, Datong Jinfa was
granted the power to govern the operation and
finance policies over Ruifeng Coal and obtained
the control of Ruifeng Coal (see Note 7).

16 EBWE SRR EMERREE)

1)
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

16 TRADE AND OTHER RECEIVABLES (continued)
(i)  The prepayment for investments include: (continued)

2) Prepayment for the acquisition of Ordos Bayin
Mengke Nayuan Coal Co., Ltd. (“Nayuan Coal”)

On 30 December 2009, Ordos Jinfa Materials
Co., Ltd. (“Ordos Jinfa”), a subsidiary of the
Company, entered into an Acquisition and Debt
Restructuring Agreement (the “Agreement”) with
Ordos Bayin Mengke Investment Group Co., Ltd
and other individual investors of Nayuan Coal
(collectively referred to as the “Vendors”). Pursuant
to the Agreement, the Vendors agreed to sell
their 60% equity interest in Nayuan Coal to Ordos
Jinfa at a consideration of RMB857,300,000.
As at 31 December 2009, Ordos Jinfa had paid
RMB61,200,000 of the total consideration. During
the six months ended 30 June 2010, Ordos
Jinfa further paid RMB67,800,000 of the total
consideration.

On 19 July 2010, the acquisition was terminated
and Ordos Jinfa received the prepaid consideration
on 17 August 2010 (see Note 27).

17 PLEDGED DEPOSITS
Bank deposits of RMB1,009,935,000 as at 30 June 2010 (31

December 2009: RMB1,037,328,000) were pledged to banks
to secure the Group’s certain bank loan facilities (see Note 19).
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REBEZRP B R E M

18 CASH AND CASH EQUIVALENTS

Deposits with banks within three
months’ maturity
Cash at banks and on hand

19 LOANS AND BORROWINGS

Current

Secured bank loans and
bank advances

Bank advances under discounted
bills receivable

Current portion of non-current
secured bank loans

Non-current
Secured bank loans

W= 18R 51
MR
PARFEES

BN
BEMRRITERR
RITEIR
LN ES AN
RITEIR
FEENENA HIRTT
EFHIBNERE D

FFENHA
BHEMRITER

18

19

RERREEEY

At 30 June At 31 December

2010 2009
R-ZB-—ZF RIZTNF
~NA=+H+=-—A=+—H
RMB’000 RMB’000
AR®ETT AREF T
10,182 21,472
327,521 354,715
337,703 376,187

EXREER

At 30 June At 31 December

2010 2009
R=B—BF R-TENF
AA=+H +=A=+—H
RMB’000 RMB’000
ARBFR ~ AREFT
2,040,806 1,912,238
85,210 41,687
45,104 59,888
2,171,120 2,013,813
208,897 231,924
2,380,017 2,245,737
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AREERTR B R E M

19 LOANS AND BORROWINGS (continued)

U

(i)

Current bank loans and bank advances bore interest at
rates ranging from 0.83% to 5.31% per annum as at 30
June 2010 (31 December 2009: 0.83% to 4.86% per
annum). Current secured bank loans and bank advances
were secured by the following assets and guarantees
issued by related parties (see Note 26(b)):

Property, plant and equipment
Inventories FE
Trade and bills receivable
Pledged deposits [mEERiVER
Unutilised bank facilities secured by pledged deposits of
the Group were RMB206,794,000 as at 30 June 2010
(81 December 2009: RMB702,723,000).

The Group’s discounted bank acceptance bills with
recourse have been accounted for as collateralised
bank advances. The discounted bills receivable and
the related proceeds of the same amount are included
in the Group’s “Trade and bills receivable” and “Bank
advances under discounted bills receivable” as at the
balance sheet date.

m China Qinfa Group Limited HERZ&ER&EEAR QT

W% - BB &EE

19 EXRESE)

U

FE W E Z Bk M R R R

(i)

RZE—ZEFHA=+H" &
HIETERRRITRRIEFE
ENTF0.83%£531% (=FF
NE+ZA=+—H8: F8X
0.83% £4.86%) &t & - B8 A
HIRRITE R R IRITER T A
IMTEERBAESEL ZE
RIEAIIR (ZEIMIFE26(0))

At 30 June At 31 December

2010 2009
R=ZZ2—FF RIZETNF
NA=+H +=—A=+—H
RMB’000 RMB’000
ARETRT AREBT
341,567 387,446
23,980 101,400
104,610 171,494
1,009,935 1,037,328

RZE—ZTFA=+A8H"
AEERERTFRAERDY
RBARTEERARE
206,794,0007t( = T T 11
F+ZA=1+—H: AR%
702,723,0007T) °
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REBEZRP B R E M

19 LOANS AND BORROWINGS (continued)

(i)

Non-current secured bank loans as at 30 June
2010 were pledged by certain fixed assets
of RMB252,603,000 (31 December 2009:
RMB263,927,000) and guarantees issued by a related
party (see Note 26(b)).

Non-current secured bank loans as at 30 June 2010 and
31 December 2009 bore variable interest at rates based
on either (i) the LIBOR plus 1% or (i) 10% discount on
the annual interest rate quoted by the People’s Bank of
China in respect of three-year borrowings.

The Group’s non-current bank loans were repayable as
follows:

Within 1 year —FRN

Over 1 year but less than 2 years
QOver 2 years but less than 5 years

19 EF

(i)

—F LA HETBEEMF
A LB NEBRR S
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K MEE ()

RZE—ZFH=+H" 3
BEIE M IBTTEREAAR
¥ 252,603,000C( = & & N,
F+ZA=1+—H: AR%
263,927,0007T) K& T EE &
ENRBESEEZERT N
A (2H K5 26(0))

R-ZF—ZTFAA=TAR=
ZENF+-A=+—8 ¥
BN IR 1T B IR B
Flzste  AREBREE() R
SRIRTT 478,00 1% 5K i) R B
ARIRITFTR= 45 HE B E R
ETIL10% 55 -

AEBENIAHRITERIRT
SIHAREE

At 30 June At 31 December
2010

RMB’000 RMB’000
AR®BTR ARETRT
45,104 59,888
190,104 45,352
18,793 186,572
208,897 231,924
254,001 291,812
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KRBT HA B IS R Y =

20 TRADE AND OTHER PAYABLES 20 ENESRFREMESFIE

At 30 June At 31 December

2010 2009

RZB-2F RITTNF

AA=tH +ZA=1+—8

RMB’000 RMB’000

ARETR ARETT

Trade and bills payable e E SR FE N Z 1% 57,409 192,251

Other taxes payable H i fEHHIE 51,541 76,201

Receipts in advance TEWRIE 24,121 39,053
Accrued port services ST A RE & K

fee and other expenses Hipfx 33,359 36,164

Other miscellaneous payables H{th IR FE (5008 60,594 26,435

227,024 370,104

Credit terms granted to the Group by its suppliers ranged from

0 to 30 days. An ageing analysis of trade and bills payable of

the Group is as follows:

Within 1 month

Over 1 month but less than 3 months
Over 3 months but less than 6 months
Over 6 months but less than 1 year
Over 1 year but less than 2 years

m China Qinfa Group Limited HERZ&ER&EEAR QT
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f
fE A HE EB=1EA
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NEAREE BB —F

AEBEHERR T ASENEENH
ZE=+tHAI S - AEENENES
RRRENRENEREDITNT -

At 30 June At 31 December

2010 2009
R=Z2-2F RITTNF
ARA=+R t=A=1+-—H
RMB’000 RMB'000
ARBT T ARBTT
27,958 190,429
19,027 968

1,438 854

5,181 -

3,805 -

57,409 192,251
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S

B IERE M

21

22

DEFERRED TAX LIABILITIES

At 30 June 2010, deferred tax liabilities of RMB48,178,000
were recognised in respect of the revaluation surplus
arising from the business combination (see Note 7) and
RMB4,673,000 were recognised for the profits earned by the
Group’s PRC subsidiaries to the extent that the earnings would
be distributed in the foreseeable future (see Note 6).

EQUITY-SETTLED SHARE-BASED PAYMENTS

(@ Pre-IPO Share Option Scheme

Pursuant to the sole shareholder’s written resolutions
passed on 12 June 2009, the Company adopted a
Pre-IPO Share Option Scheme (the “Pre-IPO Option”)
whereby one executive director and 25 employees of the
Group were granted the rights to subscribe for shares of
the Company.

The total number of shares which may be issued upon
the exercise of all options granted under the Pre-IPO
Option is 8,400,000 shares which were granted on 12
June 2009 with the subscription price of HKD2.52 per
share.

Each option granted under the Pre-IPO Option 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 “Listing Date”) and the options are
exercisable for a period of 10 years. The Company has
no legal or constructive obligation to repurchase or settle
the option in cash.

No share options were exercised during the six months
ended 30 June 2010 (2009: Nil).

21

22

EEREAE

R-ZE—ZTFEXA=+H " ELHHE
B E AR 48,178,000 THEHA O
(2BME7) EENEGRH T AR
R mAR4,673,000 T AEE
B HR B B 8 ) AT R ER A s A T DA B
R EZERNNATER KRR AE D
fid (2 BKIEE6) o
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(@) BRAFMEERERES
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A+t-—RBENZEERER
ARBRAERAFAEENE
Bt (BERAABEEMB
PetERTEl]) - Bt - AERE1
HITEERBR2EBEETR
AR R HORER o

8 A=NN s i
HR BB R B TER A T
1T B J% 1D 42 1 48,400,000
i BER =TT ALF A
+T—HEE REEAEESR
2527 °

BORBERRAZENBER
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AREERTR B R E M

22 EQUITY-SETTLED SHARE-BASED PAYMENTS
(continued)

(b)

Share Option Scheme

The Company has also adopted a Share Option Scheme
(the “Share Option Scheme”) pursuant to the sole
shareholder’s written resolutions passed on 12 June
2009.

The maximum number of shares that may be issued
upon exercise of all options which then has been granted
and have yet to be exercised under the Share Option
Scheme and any other share option schemes of the
Company shall not, in the absence of the shareholders’
approval, in aggregate exceed 30% of the shares
in issue from time to time. Unless approved by the
shareholders, no option may be granted to any person
which if exercised in full would result in the total number
of shares issued and to be issued upon exercise of the
share options already granted or to be granted to such
person (including exercised, cancelled, and outstanding
share option) in the 12-month period up to and including
the date of such new grant exceeding 1% of the total
number of shares in issue as at the date of such new
grant.

An option under the Share Option Scheme may
be exercised in accordance with the terms of the
Share Option Scheme at any time during a period as
determined by the board of directors of the Company,
which must not be more than 10 years from the date of
the grant.

No share option has been granted under the Share
Option Scheme during the six months ended 30 June
2010 (2009: Nil).

m China Qinfa Group Limited HERZ&ER&EEAR QT
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REBEZRP B R E M

23 CAPITAL, RESERVES AND DIVIDENDS

(@ Share capital

U

(i)

The Company was incorporated in the Cayman
Islands on 4 March 2008 with an authorised share
capital of HKD380,000 divided into 3,800,000
shares of par value HKDO0.10 each. On 4 March
2008, one share of par value HKDO.10 in the
Company was allotted, issued and fully paid
to Codan Trust Company (Cayman) Limited as
the initial subscriber, which was subsequently
transferred by Codan Trust Company (Cayman)
Limited to Mr. Xu Jihua (“Mr Xu”) on the same
day. On 12 June 2009, Mr. Xu transferred his
one share to Fortune Pearl International Limited
(“Fortune Pearl”, the ultimate holding company of
the Group).

Pursuant to the Reorganisation, on 12 June 2009,
999,999 shares credited as fully paid were allotted
and issued to Fortune Pearl, in consideration
for the acquisition by the Company of the entire
equity interest of Qinfa Investment, an intermediate
holding company of the Group.

23 EX - #ERERE

(i)

RAATRRZEENF=A
MBEBERSESEMK
S VA TE R R /380,000
7 7T 9 /3,800,000 f%
f% ™ 1E0.107% T B
Rt RZEZENF =
AMAB: ARA1 KE
B /01078 7T 8 & 5
BHRE BERETT
Codan Trust Company
(Cayman) Limited( fE
R FRET ) - Codan
Trust Company (Cayman)
Limited H&RRF B &KHE
EETREELRE(RSE
£]) e RZZEZTNFRA
TZH - REEKHESS
B — AR AR D 8258 T Fortune
Pearl International Limited
([Fortune Pearl] (Zx&=[E
RIPERATR])) ©

BIEER  R_ZEThEF
7N A+ = H 0 999,999 i%
R ABRS R - g
K277 F Fortune Pearl
IAARRARINEREIRE
(AEE—RHEBEZERA
A]) R ERARERRE o

Interim Report 2010 —ZE—ZFhfikeE _



Notes to the Unaudited Interim Financial Report

AREERTR B R E M

23 CAPITAL, RESERVES AND DIVIDENDS (continued)

(@)

Share capital (continued)

(i)

(iv)

Pursuant to a written resolution of the sole
shareholder passed on 12 June 2009, the
authorised share capital of the Company
was increased from HKD380,000 to
HKD2,000,000,000 by the creation of additional
19,996,200,000 shares of HKDO.10 each.

Pursuant to a written resolution of the sole
shareholder passed on 12 June 2009,
749,000,000 ordinary shares of HKDO0.10 each in
the Company were issued at par value on 3 July
2009 by way of capitalisation of HKD74,900,000
(equivalent to RMB66,039,000) from the
share premium account upon the listing of the
Company’s shares on the Stock Exchange.

On 3 July 2009, 250,000,000 ordinary shares
of HKDO.10 each were issued at a price of
HKD2.52 per share under the Initial Public Offering
and the International Placing. The proceeds of
HKD25,000,000 (equivalent to RMB22,042,000)
representing the par value, were credited to
the Company’s share capital. The remaining
proceeds of HKD605,000,000 (equivalent to
RMB533,429,000), before the issuing expenses,
were credited to the share premium account.

m China Qinfa Group Limited HERZ&ER&EEAR QT
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REBEZRP B R E M

23 CAPITAL, RESERVES AND DIVIDENDS (continued)

(@ Share capital (continued)

V)

On 22 July 2009, the underwriters of the
International Placing exercised the over-allotment
option for the issuance of 37,500,000 ordinary
shares of HKDO0.10 each at HKD2.52 per share.
The proceeds of HKD3,750,000 (equivalent
to RMBS3,305,000) representing the par value,
were credited to the Company’s share capital.
The remaining proceeds of HKD90,750,000
(equivalent to RMB79,987,000), before the issuing
expenses, were credited to the share premium
account.

(b) Reserves

(i)

(i)

Capital reserve

Capital reserve of the Group as at 1 January 2009
represent the aggregate amount of paid-in capital
of the companies comprising the Group at the
respective dates after elimination of investment in
subsidiaries.

Share premium

Pursuant to a written resolution of the sole
shareholder passed on 12 June 2009,
749,000,000 ordinary shares of HKDO.10 each in
the Company were issued at par value on 3 July
2009 by way of capitalisation of HKD74,900,000
(equivalent to RMB66,039,000) from the
share premium account upon the listing of the
Company’s shares on the Stock Exchange.

23 EBEX - BERRE(Z)
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AREERTR B R E M

23 CAPITAL, RESERVES AND DIVIDENDS (continued)

(b)

Reserves (continued)

(ii)

Share premium (continued)

250,000,000 ordinary shares of HKDO.10 each in
the Company were issued at HKD2.52 per share
under the Initial Public Offering on 3 July 2009. The
excess of the proceeds totalling HKD605,000,000
(equivalent to RMB533,429,000) over the nominal
value of the total number of ordinary shares
issued, less certain listing costs of HKD49,562,000
(equivalent to RMB43,699,000) incurred in
connection with the issue of the share capital,
amounting to HKD555,438,000 (equivalent to
RMB489,730,000), were credited to the share
premium account.

An additional 37,500,000 ordinary shares of
HKDO.10 each in the Company were issued
at HKD2.52 per share on 22 July 2009
pursuant to the over-allotment option related
to the International Placing. The excess of the
proceeds totalling HKD90,750,000 (equivalent
to RMB79,987,000) over the nominal value of
the total number of ordinary shares issued, less
certain listing costs of HKD10,259,000 (equivalent
to RMB9,045,000) incurred in connection
with the issue of share capital, amounting to
HKD80,491,000 (equivalent to RMB70,942,000),
were credited to the share premium account.

m China Qinfa Group Limited HERZ&ER&EEAR QT
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23 CAPITAL, RESERVES AND DIVIDENDS (continued)

(b)

Reserves (continued)

(ii)

(iii)

Share premium (continued)

The application of the share premium account is
governed by the Companies Law of the Cayman
Islands. Under the Companies Law of the Cayman
Islands, the funds in share premium account are
distributable to shareholders of the Company
provided that immediately following the date on
which the dividend is proposed to be distributed,
the Company will be in a position to pay off its
debts as they fall due in the ordinary course of
business.

Merger reserve

Merger reserve as at 1 January 2009 represents
the difference between the aggregate amount
of paid-in capital of Perpetual Goodluck Limited,
Liberal City Limited, Hong Kong Qinfa Shipping
Limited, Hong Kong Qinfa Trading Limited
(“Qinfa Trading”), Hong Kong Qinfa International
Trading Limited and Super Grace Enterprises
Limited and the amount of share capital of Qinfa
Investment Limited, issued to Fortune Pearl on 6
October 2008 in exchange for the entire equity
interests in the above six companies as part of the
Reorganisation.

23 EBEX - BERRE(Z)

(b)
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23 CAPITAL, RESERVES AND DIVIDENDS (continued)

(b)

Reserves (continued)

(iii)

(iv)

Merger reserve (continued)

Merger reserve as at 31 December 2009 and 30
June 2010 represents the difference between
the aggregate amount of paid-in capital of the
subsidiaries of the Company and the amount of
share capital of the Company transferred and
issued to Fortune Pearl in exchange for the entire
equity interests in all members of the Group as part
of the Reorganisation.

Reserves

Reserves were established in accordance with the
relevant PRC rules and regulations and the articles
of association of the companies comprising
the Group which are established in the PRC.
Appropriations to the reserves were approved by
the respective shareholders’ meetings.

Reserves include statutory reserves and
discretionary reserves. For the entity concerned,
statutory reserves can be used to make good
previous years’ losses, if any, and may be
converted into capital in proportion to the existing
equity interests of investors, provided that the
balance after such conversion is not less than 25%
of the registered capital.
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23 CAPITAL, RESERVES AND DIVIDENDS (continued)

(b)  Reserves (continued)

(v)

(vi)

(vii)

Fair value reserve

The fair value reserve comprises the cumulative
net change in the fair value of available-for-sale
financial assets held at the reporting date.

Exchange reserve

The exchange reserve comprises all foreign
exchange differences arising from the translation of
the financial statements of foreign operations.

Share-based compensation reserve

Share-based compensation reserve represents
value of employee services in respect of share
options granted under the Pre-IPO Share Option
Scheme as set out in Note 22.

23 EBEX - BERRE(Z)

b) RHEE)

(v)

(vi)

(vii)
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23 CAPITAL, RESERVES AND DIVIDENDS (continued)
(c) Dividends

Dividends paid to equity shareholders attributable to
the previous years, declared and paid during the interim
period

Interim dividend declared and paid R HHREE 2R &
during the interim period ATz AR B

According to the written resolution of the Directors’
meeting passed on 11 June 2009, Qinfa Trading
declared a special interim dividend of HKD100,000,000
(equivalent to RMB88,152,000) to its then shareholder.
Such dividend was fully paid on 26 June 2009.

24 CAPITAL COMMITMENTS

Capital commitments outstanding as at the period end but not
provided for in the interim financial report were as follows:

Authorised but not contracted for BEREBERTL
Contracted for B4

m China Qinfa Group Limited HERZ&ER&EEAR QT

23

24

R RERKRE(E)

© BE
BEFERNESEEALR
MR E IR SR 2 R

Six months ended 30 June
BEANA=1THIEARAEA

2010 2009
—g-%F -TENE
RMB’000 RMB’000

ARBFTRT ARETR

- 88,152

BER-ZZZAFA+—H
RARAEEECRCEEMAE
B ZREFRAERRRSIK
5 Bl R H3 B% B 100,000,000 7%
7o (18 & R A K 188,152,000
TL) e ZBREER_ZETAEAN
AZ+RABHEI -

BRI

BRI R FA R HR B S R 5w IR B
RIRBITEARNASELT

At 30 June At 31 December
2010 2009
R=ZB-2F R_TTNF
AA=+HA +=A=+—H
RMB’000 RMB’000
ARET T ARETTT

2,020 313,420
1,076,744 1,251,561
1,078,764 1,564,981
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25 OPERATING LEASES 25 REHE
(@ Leases as lessee @ 1ERAEMBAZHEE
At 30 June 2010, the total future minimum lease R-ZZE—ZFFA=+H" K
payments of the Group under non-cancellable operating SERETARESCEEOM
leases in respect of land and buildings are payable as THREFEMAHBERER
follows: EFIBBENT

At 30 June At 31 December

2010 2009
R-B-2F R-TTNF
ANR=+Bt+=A=+—H
RMB’000 RMB’000

AR®T ARBTT

Within 1 year —FNRN 5,803 5,945

After 1 year but within 5 years —FRERFNA 19,084 19,576

After 5 years hF%& 6,560 8,210
31,447 33,731

(o) Leases as lessor (b)) ERHBEAZHEE

The Group leases out its vessels under operating leases AEERBESEHHALEEES

and the future minimum lease income under non- fis - MARBE AR Z AL

cancellable operating leases are receivable as follows: K BEEBEERALT :

At 30 June At 31 December
2010 2009
R=Z2-ZBF RIZTNF
AA=+H +=A=+—AH
RMB’000 RMB’000
AR¥TT ARETTT

Within 1 year —FRN 2,925 =
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26 MATERIAL RELATED PARTY TRANSACTIONS

The Group has transactions with Qinhuangdao Qinfa Industry
Group Co., Ltd. (“Qinfa Industry”) and Mr. Xu. Mr. Xu is the
controlling shareholder of the Company and Qinfa Industry.

Particulars of significant transactions between the Group and

the above related parties for the six months ended 30 June

2010 and 2009 are as follows:

(@  Significant related party transactions

Non-recurring transactions

Interest-bearing borrowings from
— Mr. Xu:
Interest charge

Repayment of interest-bearing
borrowings to
— Mr. Xu:

AHREERE
—fREAL

There were no balances arising from the above
transactions as at 30 June 2010 and 31 December

2009, respectively.
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26

EXBERRS

AEBRREBRUEXEBERA
A([RBEXR]) RIFAEETRS
RAEERARBT RREEFZNIEBEK
o

HE-F-FTR-_FINFAA
=+ALAEA  ALEE RS
FEBARBEELT -
@ EAREIRS

AR

Six months ended 30 June

BEAA=tHIEAEA

2010 2009
—g-%F —TTHF
RMB’000 RMB’000

AR¥TR ARBTT

- 71,328
- 116

- 130,594
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26 MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(b)  Guarantees issued by related parties

Guarantees issued by Mr. Xu BREE R EMER
- RMB —NEES
— HK Dollars —BTT
— US Dollars =L

Guarantees issued by Qinfa Industry ~ Z=ZE % H EAER

- RMB —AR%
(c) Key management personnel remuneration

Key management personnel are those persons holding
positions with authority and responsibility for planning,
directing and controlling the activities of the Group,
directly or indirectly, including the Group’s directors. Key
management personnel remuneration are as follows:

26 EABEARE (E)

b) FAETREMTER

At 30 June At 31 December

2010 2009
R=B—BF R-TINE
AA=+A +=A=+—H
RMB’000 RMB’000

AR®TR ARETT

340,000 440,000
320,000 320,000

56,050 59,370
200,000 200,000

(© FREEEALHE

BMREREEALRAZEERE
SEEFE - RERIEFAE
BIE B R EENRAS
AL BREAKEE=REA-
FREEEALHMEIT -
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26 MATERIAL RELATED PARTY TRANSACTIONS 26
(continued)

(c) Key management personnel remuneration (continued)

Directors’ fees EE=iokn

Salaries, allowances e - 2
and benefits in kind REDET

Contributions to retirement RIRAE R FT B 5K
benefit schemes

Discretionary bonuses BOIEFEAL

Share-based payments AR 1R BB 3R

27 SUBSEQUENT EVENTS 27

Termination of acquisition of Nayuan Coal

On 19 July 2010, Ordos Jinfa entered into a Termination
of Acquisition and Debt Restructuring Agreement (the
“Termination Agreement”) with the Vendors (see Note 16).
Pursuant to the Termination Agreement, the Vendors shall
repay the entire balance of the prepaid purchase consideration
made by Ordos Jinfa.

On 17 August 2010, the Vendors made a refund of
RMB129,000,000 in cash to Ordos Jinfa, representing the
aggregate amount of the consideration prepaid by Ordos Jinfa
in respect of the now terminated acquisition.

China Qinfa Group Limited HERZ&ER&EEAR QT

BEXRELRS (B)

(© FEREEEALME(E)

Six months ended 30 June
BEX<A=1+HIXEA

2010 2009
—%-%F -TENE
RMB’000 RMB’000

ARBTRT AR¥ETE

242 28
3,205 1,348
24 19
8,048 42
693 -
12,212 1,487
HBER
K IEW B RIR B R
R-F-—ZFFELA+TNRE  SFASH
BREBRFI UKL KB RETER

et ([ 42 1L 1% 1) (2 BEE16) ° 1R
BRI BERAEESAZHE
ZONMENBEREZ SR -

R-Z-—ZFN\A++LH BXUAR
©IRE AR 129,000,0007T T SHEA
SHEE  HERNSBZHMEEMNA
BRI KRBTRNHRERE -
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REVIEW OF THE INTERIM REPORT

The Group’s interim report for the six months ended 30 June 2010
has not been audited but has been reviewed by the audit committee
of the Board and auditors of the Company, KMPG.

DIRECTORS’ AND CHIEF EXECUTIVE'’S INTERESTS
AND SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2010, the interests and short positions of the Directors
and chief executive of the Company in the shares of the Company
or its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong
Kong) (the “SFQ”)), which were required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which each
of them had taken or deemed to have taken under the provisions
of the SFO); or (b) to be recorded in the register required to be
kept by the Company pursuant to section 352 of the SFO; or (c) to
be notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”) contained in Appendix 10 to the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) were as follows:

1. Interests in the Company

ERh®RE

AEBHE_T-TFRNA=ZTHLR
BAZHFHBELREEZ  HEHAN
RACEFTEERR B URZEEE
SRS A EEPTER

EERFETRAEBRKRMD - AEKRH
RfESHzEERAR

MN-Z—ZEXA=1H AQAES
REZTBABRARE REEB AR
(EEREBBEPES EFHFLBEK
B[ B 5REEMRA ) ZEXVEL) 2 I n
W (o) IRIEFHF LBAEKRFIEXVEET
K 8 SR /B B AMAN A 7] R B A P (B E
ERBFHFRBEROEBAETHEEE
SRR e 2 ERHAR) ¢ 3K (o) BIE
5 NS 555 352 (5 BARCEEN AR A
FiiFEELMA - () RIEBRFES
FHRANT EmRR ) KisE+ArE L™
NRABEBETESFRHZIZESTA( &
RSy A ) BBAMARN G R T2 S
SRBIT

Approximate
percentage of issued
share capital of the

Company (%)
Number of shares ERAATBITRA
RAEE ZBAB DL (%)

Long Short Long Short
Name of Director Nature of interest positions positions positions positions
EEpE ERME #E KE #E RE
Mr. XU Jihua* Corporate 593,000,000 (Note 1) Nil 57.2 Nil
BEELE" NG 593,000,000 (Fif3E 1) et 57.2 i
Ms. WANG Jianfei Beneficial Owner 50,000,000 (Note 2) Nil 48 Nil
FaREL EHBERA 50,000,000 (Fif3£2) & 4.8 i
Mr. WENG Li Beneficial Owner 3,000,000 (Note 2) Nil 0.3 Nil
SUKE EHBERA 3,000,000 (K#3%2) & 0.3 i
Ms. LIU Xiaomei Beneficial Owner 600,000 (Note 3) Nil 0.1 Nil
ZEig Rt EHBRA 600,000 (Fft7E3) & 0.1 i

Interim Report 2010 =% — B iR



Other Information

HtE#

Notes:

1. The Shares are held directly by Fortune Pearl International
Limited (“Fortune Pearl”) which is wholly-owned by Mr. XU
Jihua. By virtue of the SFO, Mr. XU Jihua is deemed to have
interests in the 593,000,000 Shares.

2. The Shares are held under the trust scheme (the “Trust
Scheme”) adopted by Fortune Pearl on 13 June 2009.

3. The beneficial interest is in the form of options granted
under the Pre-IPO Share Option Scheme adopted by the
Company on 12 June 2009.

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

Interests in associated corporations

Name of associated
Name of Director corporation Capacity
EEHE - EEER 54
Mr. XU Jihua Fortune Pearl Beneficial owner
BEERE Fortune Pearl BREAA

Save as disclosed above, as at 30 June 2010, 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 Part XV of the SFO) which were required (a) to be
notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which each of them had taken or deemed
to have taken under the provisions of the SFO); or (b) to be
recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO; or (c) to be notified to
the Company and the Stock Exchange pursuant to the Model
Code.
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1. % % B 19 8 Fortune Pearl
International Limited ([ Fortune
Pearl)) BE#45H - MZ AR HE
méiiiﬁﬁﬁﬁ RIEFH R
B0 REEEEHERARZS
593,ooo,oooﬂxﬁx1 hEAER o

ZEWD TR Fortune Pearl R —
ST NFENA T = ARANETE
(=T8I D #HE -

%Mi\#

w
$}

EaBERRERARANR TN
FRAATZARANERRHEE
AR B HROBERE T = -

*

BEEREELE THRESEFEE

°

e

A ek bl ey

Number of Percentage of
shares issued shares (%)

BROME  EEROROBEIL(%)

1 100
1 100

R EXFIEBEEIIN  RZE—FF
ANA=Z1TH  AREESEREET
A B RN AR &) K& H A AR5
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN THE SHARE CAPITAL OF THE
COMPANY

As at 30 June 2010, the interests and short positions of the persons,
other than a Director or chief executive of the Company, in the
Shares and underlying shares of the Company as recorded in the
register of interests required to be kept by the Company pursuant to
Section 336 of the SFO were as follows:

Ordinary shares of HK$0.10 each of the Company

TERRRERDTREP 2 EBERAR

%{

—ZFRA=TH " THAL(F
EERTBTHRABINRARHA
D R T EEREZESF R
{ {5158 336 {17 & < HE st B AT M ATRC

-

ZRERNKE

hu]]

/NS
A
(&
=1

EE&EN%F%

RNAFEREEON0E T ERKR

Approximate
percentage of issued
share capital of the

Company (%)
Number of shares ERARADRITRAE
RIEE ZBRBD T (%)

Long Short Long Short
Name of shareholder positions positions positions positions
BRREE/ BB #E KE #E KA
Fortune Pearl (Note 1) 593,000,000 Nil 57.2 Nil
Fortune Pearl (F{3t 1) 593,000,000 it 57.2 &
Equity Trust (HK) Limited (Note 2) 157,000,000 Nil 15.1 Nil
afalEst ks (B8 BRAR (Hi2) 157,000,000 it 15.1 it
Mr. Xu Da (Note 3) 100,000,000 Nil 9.6 Nil
riERAE (M 3) 100,000,000 it 9.6 i
Notes: B3 -

1. Fortune Pearl is wholly-owned by Mr. XU Jihua.

2. Equity Trust (HK) Limited is the trustee of the Trust Scheme
holding on trust 157,000,000 Shares for the benefit of the
participants of the Trust Scheme, namely Ms. WANG Jianfei, Mr.
XU Da, Mr. WENG Li, Mr. LIU Jingwei and Ms. ZHOU Lusha.

3. Mr. XU Da is a participant of the Trust Scheme entitled to
100,000,000 Shares.

1. Fortune Pearl MR EEL LB °

2. IBEEFERE (BB ERQRRETHE

BTN RERAIN2EA (TR
Rzt RERLE  HUKLE - BIWESE
EREBFS L) OFRIAMETETXFE
157,000,000 & A& 7 °

3. BREALA/EMINZEA AE=E

100,000,000 A& % 15
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Save as disclosed above, as at 30 June 2010, 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
Shares 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 SFO, or which were recorded in the register required
to be kept by the Company under Section 336 of the SFO.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than the Pre-IPO Share Option Scheme and the Share Option
Scheme detailed in note 22 to the unaudited interim financial report,
at no time during the six months ended 30 June 2010 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
(save for Ms. LIU Xiaomei who had options to subscribe for 600,000
Shares granted under the Pre-IPO Share Option Scheme), 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.

SHARE OPTION SCHEME

The Company has adopted a Pre-IPO Share Option Scheme and a
Share Option Scheme on 12 June 2009. The principal terms of the
two schemes are as follows:

Pre-IPO Share Option Scheme

Pursuant to the sole shareholder’s written resolutions passed on
12 June 2009, the Company adopted the Pre-IPO Share Option
Scheme whereby one executive Director and 25 employees of the
Group were granted the rights to subscribe for Shares.

China Qinfa Group Limited HERZ&ER&EEAR QT

BREXHBEEIN  R_T—FFXA
=tH BEEAAL(TEEARAE
FREBITHAB)MEARBERAR
IR SR BEREESF R
HIE IR PIEXVERE 2 M F 39 20 FB B Ik
X ARARBREZESIORR K
PRIRIERE 75 S B B 5 (5] 56 336 IRACER AR
RAFEZELMAZERTORE

EEBAROSES 2EF

PR R4S B A% P HA B 75 4R 5 B 5 22 P aF A
ZEBRARAEERBRETE REBRE
FHEISN - AR RS E AT B A B
REE-ZT—ZTFA=+HIEAEA
EARMEI L EALE - URESRA
AR QRIS B AR 2 BRIDKE
%A (BIEES) MEF - 5 (W2
W EBRIN EEBRBEERAREE
AIREAR AT 81 2 5 1 2 600,000 % 2 3208
) HEEs18 A T2 T - Il E
EAREARRRFES 2 EMEF - B
TR BT

fBRRERT &

ARRER=FEAFNAT=ADA
O EVONCES S D R ) T
HESTE) - MRS EIOEBIERIT ¢

BRAMBERBREE

REBE—RRR-_FFTAF AT _BBEB
MERRZER  NATRMNERAREEA
BREERTE - Bt ARE1ZRTESR
25 Z R B T RIB A HOHER] -



Other Information

The purpose of the Pre-IPO Share Option Scheme is to recognise
the contribution by certain employees towards the growth of the
Group and/or the listing of the Shares on the Stock Exchange.
The principal terms of the Pre-IPO Share Option Scheme are
substantially the same as the terms of the Share Option Scheme,
except that:

(i) the exercise price per share is HK$2.52; and

(i) the total number of Shares which may be issued pursuant to
options granted under the Pre-IPO Share Option Scheme is
8,400,000 Shares.

Save for the options which have been granted under the Pre-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 Shares on the Stock
Exchange.

Set out below is further information on the outstanding options
granted under the Pre-IPO Share Option Scheme as at the date of

BRAFBENBRET S RERET
e B AR A2 Ko 8 A7 pO B
R EMEERER - BR T XS B PR
Sh - BRARBEERBEREESINER
fiR TR LB A A R T B A R FA SRR -

() BBITEER252ET K&

(i) WBEFXAFRESAHBARETSIT
Firix i B BB AR ] T2 1T B (D 42
848,400,000 i% °

BRBEERXRABEEANBRESIER
HEVBBEIN - B AEREBEERAFHE
SRBREIE - PR THREBER
- HHENE R AR B BB R
P ETRERIE -

RABRERH  REFRXRAEEAE
Pt 8l M AR TTRME X B R E

this report: —ZHIGEINNT
Approximate
Number of options percentage
BRE"A of issued
Outstanding Outstanding  share capital
asat  Exercised Lapsed  Cancelled asat of the
Name 31 December 2009 during during during 30 June 2010 Company
WZZEhE  theperiod theperiod theperiod K-ZE-EfF HALT
TZhA=t-H RER RER MR RB=TRE ERTREH
#H AT ik £X BT HATE  HAESL
%

Director gz

LIU Xiaomei s 600,000 - - - 600,000 0.06
Employees &8 7,600,000 - - (200,000 7,400,000 0.7
8,200,000 - - (200,000 8,000,000 0.77
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Notes:

1. Each option granted under the Pre-IPO 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.

2. All options under the Pre-IPO Option Scheme were granted on 12
June 2009 at an exercise price of HK$2.52 per Share.

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 Listing Date.

The fair value of options granted under Pre-IPO Share Option
Scheme was determined using the “Binomial Option Pricing Model”.

The significant inputs into the model were:

° risk-free rate of return — 3.029% per annum;
° forecast fluctuations in share price — 56%; and
° forecast dividend yield — 1.50% per annum.

Based on the inputs above to the “Binomial Option Pricing Model”,
the total fair value of the outstanding options as at the grant date (i.e.
12 June 2009) was HK$7,649,893.

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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Other Information

Share Option Scheme

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, our Company and to enable
our Company and its subsidiaries to recruit and retain high-caliber
employees.

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

The subscription price of a Share in respect of any particular option
granted under the Share Option Scheme shall be at least the
highest of (i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant, which must
be a business dayj; (i) the average of the closing price of the Shares
as stated in the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of grant and (i) the
nominal value of a Share.

Subject to earlier termination by the Company in general meeting
or by the Directors, the Share Option Scheme shall be valid and
effective for a period of ten years from the date of adoption, i.e. 12
June 2009.

No share option has been granted under the Share Option Scheme
during the six months ended 30 June 2010.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the six months ended 30 June 2010, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any listed
securities of the Company.
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Other Information
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COMPLIANCE WITH THE CODE OF CORPORATE
GOVERNANCE PRACTICES

In the opinion of the Directors, the Company was in full compliance
with the code provisions set out in the Code on Corporate
Governance Practices as set out in Appendix 14 to the Listing Rules
throughout the six months ended 30 June 2010.

NON-COMPLIANCE WITH RULE 3.10(1) AND RULE 3.21 OF
THE LISTING RULES

On 21 June 2010, Dr. CHEN Wenjing (“Dr. CHEN”) resigned
as an independent non-executive Director, member of the audit
committee, member of the remuneration committee and member
of the nomination committee of the Board with effect from 21 June
2010.

Following the resignation of Dr. CHEN, the Company has only
two independent non-executive Directors, namely Mr. HUANG
Guosheng and Mr. LAU Sik Yuen, and does not meet the
requirements under Rule 3.10(1) and Rule 3.21 of the Listing Rules
to have at least three independent non-executive Directors and
at least three audit committee members. The Board will identify a
suitable candidate to replace Dr. CHEN to be an independent non-
executive Director, member of the audit committee, member of the
remuneration committee and member of the nomination committee
of the Board as soon as possible and in any event within three
months from 21 June 2010 as required under Rule 3.11 of the Listing
Rules.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as its code of conduct
regarding directors’ securities transactions. Directors are reminded
of their obligations under the Model Code on a regular basis.
Following specific enquiry by the Company, all Directors have
confirmed that they have complied with the required standard set out
in the Model Code throughout the six months ended 30 June 2010.
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