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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 coal mining, 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.

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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BUSINESS REVIEW

The Group is a leading non-State owned thermal coal supplier in
China, and it operates an integrated coal supply chain, including coal
mining, purchase and sales, filtering, storage, blending, shipping and
transportation of coal. During the six months ended 30 June 2011,
the Group continued to focus on these business activities.

Significant Improvement in the Operating Results

China maintained a steady economic growth in the first half year of
2011. The gross domestic product (GDP) for the second quarter
of 2011 posted a year-on-year growth of 9.6%. The fast-growing
economy facilitated a strong growth in the demand for coal-fired
electricity. The demand and the supply of thermal coal in China
experienced a strong growth during the six months ended 30 June
2011. Led by the members of the Board, the Group captured the
business opportunities successfully. During the six months ended
30 June 2011, the Group expanded its coal customer base and
established business relationship with new large power plants
operators, such as Fujian Huadian Kemen Power Generation Co.,
Ltd., China Resources Power Holdings Co., Ltd. JiangSu Branch,
Huaneng Jinggangshan Power Plant, Guodian Fengcheng Power
Generation Co., Ltd. In addition, with the management’s effort on
strengthening the existing logistics facilities, the coal supply chain
capability of the Group was further enhanced which resulted in the
growth of revenue and increased net profit margin of the Group
during the six months ended 30 June 2011.
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During the six months ended 30 June 2011, the Group achieved
a significant growth in the handling and trading volume of coal
as compared to the same period in 2010. The coal handling and
trading volume of the Group was 6,469,000 tonnes, representing
an increase of 33.2% as compared to the same period in 2010. The
monthly average selling prices of coal during the six months ended
30 June 2011 were in the range between RMB579 per tonne and
RMB642 per tonne, which were significantly higher than the average
selling prices between RMB538 per tonne and RMB602 per tonne
during the same period in 2010.

Profit attributable to equity shareholders of the Company, excluding
the bargain purchase gain arising from the acquisition of Shanxi
Huameiao Energy Group Co.,Ltd. (‘Huameiao Energy”) during
the six months ended 30 June 2011, was RMB306.3 million,
representing an increase of 60.4% from the profit attributable to
equity shareholders of RMB191.0 million, excluding the bargain
purchase gain arising from the acquisition of Shanxi Hun Yuan Rui
Feng Coal Company Limited (“Ruifeng Coal”), for the same period
in 2010.

Vertical Integration and Improvement in Coal Supply Chain

In November 2010, the Group entered into an equity interest transfer
agreement (the “Equity Interest Transfer Agreement”) for the
acquisition of 32% equity interest in Huameiao Energy for cash
consideration of RMB1.6 billion. The acquisition was completed on
1 January 2011. Huameiao Energy became an associated company
of the Company and is accounted for in the consolidation financial
statements of the Group using equity method. Huameiao Energy
has three wholly-owned subsidiaries and each subsidiary holds the
mining right of one coal mine in Shuozhou, Shanxi Province, China.
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The coal mining rights are held through the three subsidiaries of BIEEERGERE=-ENEATIEAEN
Huameiao Energy below: BRI T ¢

Name of subsidiary

WELARER

ERNTEREXR
s YN
(Shanxi Shuozhou
Pinglu District
Huameiao Xingtao
Coal Company
Limited)

AR TEREER
BEEEERDA
(Shanxi Shuozhou
Pinglu District
Huameiao Fengxi Coal
Company Limited)

AR TERES
RETTREAR LA
(Shanxi Shuozhou
Pinglu District Huameiao
Chongsheng Coal
Company Limited)

Name of
coal mine

Bmen

Xingtao Coal Mine
EPDRTE

Fengxi Coal Mine

BT

Chongsheng Coal Mine

ESAN

— China Qinfa Group Limited FERZE#&EEAR QT

estimate under estimate under

HE #ERERE
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RIE——F
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Under operation

g

Under operation
(full production has
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early 2011)
gEh(ER=-F——F

2ERE)
Undergoes technological

modification and is
scheduled to be in
production by the end
of 2011 with full
production in 2013
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The following table sets forth the production history of the three
mines for the periods indicated, which is provided by the senior
management of Huameiao Energy:

Raw coal production volume

REEE

Xingtao Coal Mine L LA
Fengxi Coal Mine PR
Chongsheng Coal Mine SRR
Total “mEt

* The 860,000 tonnes of coal produced at Fengxi Coal Mine in 2010
were all development coal from construction of the coal mines.

According to the technical report issued by Gustavson Associates,
LLC and BMI Technical Consulting (Resources) Limited in March
2011, the aggregate coal resource and coal reserves of the three
coal mines under the Australian Code for reporting of Exploration
Results, Mineral Resources and Ore Reserves, 2004 edition (“JORC
Code”) are estimated to be 284.8 million tonnes and 186.9 million
tonnes, respectively. Pursuant to the Equity Interest Transfer
Agreement, the Group has an off-take right to purchase at least 32%
of the coal produced by Huameiao Energy at the prevailing market
prices. Further, all three coal mines are located within 100 kilometers
from the Group’s coal loading station in Datong. The Directors
believe that the acquisition enables the Group to strengthen its
strategic position in sourcing quality coal resources in Shanxi
Province and provides the Group with a stable supply of coal. The
Group’s overall transportation costs can also be further reduced
through procurement of coal from Huameiao Energy.

The Group is not obliged to bear any construction and investment
cost for the coal mines owned by Huameiao Energy. Further
information on the acquisition was set forth in the Company’s
announcement dated 17 November 2010 and circular dated 30 June
2011.
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FINANCIAL REVIEW

Revenue and Coal Handling and Trading Volume

Revenue (expressed in RMB’000)
WA AAREFTHIR)

Coal handling and trading HREERE S
Shipping fin i
Handling and trading volume
(expressed in '000 tonnes)
wERE 52 (LATHESR)
Coal handling and trading HREERE S

Due to the increased efficiency of the Group’s entire coal supply
chain capability and the steady development of China’s economy,
the Group achieved a significant growth in the coal handling and
trading volume as compared to the same period in 2010. During
the six months ended 30 June 2011, the coal handling and trading
volume of the Group was 6,469,000 tonnes, representing an
increase of 1,611,000 tonnes or 33.2% as compared to the same
period in 2010. The monthly average selling prices of coal during the
six months ended 30 June 2011 were in the range between RMB579
per tonne and RMB642 per tonne, which were substantially higher
than the average selling prices between RMB538 per tonne and
RMB602 per tonne during the same period in 2010.

m China Qinfa Group Limited FERZE#&EEAR QT

g e
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Six months ended 30 June
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2011 2010
—E——F —E—TF
4,016,776 2,704,536

53,448 81,080

Six months ended 30 June

BEANA=THIEAEA

2011 2010
—E——F —E—TF
6,469 4,858
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The average coal selling price and the coal handling and trading
volume for each of the three years ended 31 December 2010 and the
six months ended 30 June 2010 and 2011 are set forth in the table
below:

BE-T-TF+-A=+—AL=H
FEEFURBEE_T—TFR_Z
——FXRA=THIEXER - HExFH
EERRREENEZEHIIN TR

Six months
Year ended 31 December ended 30 June
BEXA=TH
BEt-A=1-HLEE IE7<fE A
2008 2009 2010 2010 2011
“TTN\F ZTTNF “T-TF —T-TF “B——-f
Average seliing price THERE 646 493 579 557 621
(RMB per tonne) (BEARYETT)
Average monthly handling THIFRKERESE 523 569 910 810 1,078
and trading volume (Fug)

(thousand tonnes)

The segment turnover for shipping transportation from external
customers for the six months ended 30 June 2011 was RMB53.4
million, representing a drecrease of RMB27.7 million or 34.2% from
RMB81.1 million for the same period in 2010. This was primarily due
to the decrease in the freight rates as a result of decrease in demand
due to the increase in the charter fuel prices and the over-supply of
shipping transportation capacity during the period.

Gross Profit Margin and Gross Profit

The Group’s gross profit increased by RMB93.7 million during the six
months ended 30 June 2011 to RMB507.8 million from RMB414.1
million during the same period in 2010, principally because of the
increase in the coal handling and trading volume. The Group’s
annual gross profit margin has remained stable at approximately 10-
12% over the past three years.
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Other Income

During the six months ended 30 June 2011, the Group’s other
income amounted to RMB50.6 million, representing an increase of
RMB11.1 million or 28.1% as compared with RMB39.5 million in the
same period in 2010. Other income mainly represented the bargain
purchase gain on the acquisition of 32% equity interest in Huameiao
Energy of RMB26.9 million and the unconditional grants from the
local government in the PRC of RMB17.1 million (six months ended
30 June 2010: RMBO0.5 million).

Net Finance Cost

During the six months ended 30 June 2011, net finance cost of the
Group amounted to RMB69.3 million, representing an increase of
RMB43.2 million or 165.5% from RMB26.1 million in same period in
2010. This was principally due to the increase in the trade finance to
support the 33.2% increase in the coal handling and trading volume
during the first half year of 2011 and the RMB800 million loan relating
to the acquisition of 32% equity interest in Huameiao Energy.

Profit Attributable to Equity Shareholders

Profit attributable to equity shareholders of the Company, excluding
the bargain purchase gain on the acquisition of Huameiao Energy
during the six months ended 30 June 2011 was RMB306.3 million,
representing an increase of 60.4% from the profit attributable to
equity shareholders of RMB191.0 million, excluding the bargain
purchase gain on the acquisition of Ruifeng Coal, for the same period
in 2010. This was mainly contributed by the increase in profitability of
the coal handling and trading business as a result of the increasing
demand and the average selling prices of coal during the period.
Furthermore, the profitability of Huameiao Energy was also a
contribution to the increase in Group’s profit.

m China Qinfa Group Limited FERZE#&EEAR QT
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

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

As at 30 June 2011, the Group recorded net current liabilities of
RMB889.8 million which were mainly due to the reclassification of
the prepayments of RMB1,300 million for acquisition of 32% equity
interest in Huameiao Energy to investment in associates as the
acquisition had been completed as at 1 January 2011. The Group
has taken initiative to enhance the financial flexibility by diversifying
the funding bases and obtain medium term loans to replace short
term loans.

The management has taken initiative to strengthen the Group’s
working capital cycle during the period. As at 30 June 2011, the cash
and bank balances of the Group amounted to RMB738.8 million (as
at 31 December 2010: RMB287.2 million), representing an increase
of 157.2%. The increase in cash and bank balances was mainly due
to the change in the terms of sales of coal pursuant to which some of
the customers are required to make a prepayment of 50-70% when
the vessels arrive their designated ports.

As at 30 June 2011, the total bank and other borrowings of
the Group were RMB3,929.4 million (as at 31 December 2010:
RMB3,610.0 million), RMB3,211.5 million of which were repayable
within one year and carried interest at market rates ranging from
1.35% to 8% (31 December 2010: 1.05% to 6.13%) per annum.

Non-current secured bank loans as at 30 June 2011 and 31
December 2010 carried one of the following variable interest rates:
(i) the LIBOR plus 1%, (ii) 10% discount on the per annum interest
rate quoted by the People’s Bank of China in respect of three-year
borrowings and (i) 30% up on the per annum interest rate quoted
by the People’s Bank of China in respect of five-year borrowings.
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As at 30 June 2011, the Group had total banking facilities of
RMB6,181.1 million (as at 31 December 2010: RMB4,659.8 million),
of which RMB3,667.0 million (as at 31 December 2010: RMB3,107.5

million) were utilised.

As at 30 June 2011, the Group’s cash and cash equivalents, except
amounts of RMB1.9 million and RMB258.1 million held in Hong
Kong dollars (“HKD”) and United States dollars (“USD”), respectively,
were held in RMB. The Group’s interest-bearing borrowings made
in RMB and USD were RMB2,188.7 million and RMB1,740.7 million,

respectively.

The gearing ratio (calculated as interest-bearing borrowings netted
off pledged deposits divided by total assets) of the Group as at 30
June 2011 was 49.5% (as at 31 December 2010: 41.4%)).

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES

AND RELATED HEDGING

The Group’s cash and cash equivalents are held predominately in
RMB, HKD and USD. Operating outgoings incurred by the Group’s
subsidiaries in the PRC are mainly denominated in RMB while
overseas purchases are usually denominated in USD. The Group’s

subsidiaries usually receive revenue in RMB.

The Group has entered into several foreign exchange 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. As at 30 June 2011, the Group had three foreign exchange
option contracts and three foreign exchange forward contracts. The
fair value of these contracts was assets of RMB1.7 million as at 30

June 2011.

m China Qinfa Group Limited FERZE#&EEAR QT

KEBR-_ZE——FA=Z+HZIET
REEHEERTE B ARG,181,100,000
T(R-_ZE—ZTF+_A=1+—8: A
R % 4,659,800,0007T ) * H A AR ¥
8,667,000,000 (R =ZE—ZTF+=A
=—+—H: AR#¥3,107,500,000 70) B 8)
)EH o

MN_EE——FXA=1H AEERS
MR & SE (AR 1,900,0007T & A
R # 258,100,000 7t 2 I ([T )
RETTETDHFERINEGAARER
B MAEBENRNARERETTHETZET
BEEED B AAR?2,188,700,000 7T &
AER#1,740,700,000 7T °

AEER-ZZT—FNA=+HNEE
BERE(RFTEEBELCEFEEERTER
BRIANBEMETE)B49.5% (R _E—F
F+ZA=F—H :41.4%) °

BE R B L B K B A

AEBEZHRERBASFBWEIZUAR
¥ BRLAETRER  AEETEME
NRAZEEXHTBUAARKSE -
BINRIBRICASETTSINME - AR BB A
AR UARE WA S -

AEEDRRTAIZETIHEERA
o AREARBTER KN EEF
2 ZERXHEREHRRFEREIAF
BLASMNEFT AR RBARBREMKAK -
RZTE——FRA=+tH AKEHEEF
—INEREESH R =MDIINEEZHE
W-M-_T——FXA=1THE " %Z%FA
HWH A ERARA1,700,000 TH E
7= o



Management Discussion and Analysis B2 E&f w047

PLEDGE OF ASSETS OF THE GROUP AND GUARANTEE

As at 30 June 2011, the Group’s assets in an aggregate amount of
RMB1,911.4 million (as at 31 December 2010: RMB2,392.3 million)
in forms of property, plant and equipment, inventories, trade and
bill receivables and bank deposits were pledged to banks for credit
facilities granted to the Group.

As at 30 June 2011, 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 RMB2,648.5 million (as
at 31 December 2010: RMB1,568.5 million) to the Group.

CONTINGENT LIABILITIES

As at 30 June 2011, the Group did not have any material contingent
liabilities.

INTERIM DIVIDEND

The Directors do not recommand any interim cash dividend for the
six months ended 30 June 2011.

PROPOSED BONUS ISSUE OF SHARES

The Directors recommend a bonus issue (the “Bonus Issue”) of
Shares on the basis of one bonus Share for every one existing Share
held by the shareholders of the Company (the “Shareholders”)
whose names are on the register of members on 10 October 2011.
The Bonus Issue would allow the Shareholders to enjoy the results
of the business growth of the Group by way of capitalisation of a
portion of the share premium account of the Company. In addition,
the Directors believe that the Bonus Issue will enhance the liquidity
of the Shares in the market and thereby enlarging the Shareholder
base.
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The Bonus Issue is conditional upon the approval of the
Shareholders of the Bonus Issue at the forthcoming extraordinary
general meeting and the Listing Committee of the Stock Exchange
granting the listing of and permission to deal in the new Shares to
be issued pursuant to the Bonus Issue. The register of members of
the Company is expected to be closed during the period between
7 October 2011 and 10 October 2011, both days inclusive. In order
for the Shareholders to qualify for the Bonus Issue, all transfers
accompanied by the relevant share certificates must be lodged with
the register of the Company no later than 4:00p.m. or Thursday , 6

October 2011.

Further information of the Bonus Issue will be set out in a circular of
the Company and published on the websites of the Company and

the Stock Exchange on 14 September 2011.

EMPLOYEES AND REMUNERATION

As at 30 June 2011, the Group employed 609 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.

Moreover, a Pre-IPO share option scheme was adopted in June
2009 to retain staff members who have made contribution to the
success of the Group. As at 30 June 2011, options to subscribe
for in aggregate 7,800,000 Shares were granted to an executive
Director and 22 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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OUTLOOK

The Directors are optimistic about the future of the coal sector in
China mainly due to the high growth of China’s economy and the
coal production and supply constraints as a result of transportation
bottlenecks. Transportation bottlenecks are attributable to the
mismatch between the development of the railway network and the
geographical change in the new production capacity in China. In
addition, consolidation and suspension of operation of small coal
mines under the Twelfth Five-Year Plan causes a further reduction
in the supply of coal. On the other hand, it is expected that the
coal demand will grow moderately due to the governmental policy
in restricting energy intensive industries and encouraging energy
saving programmes. Urbanisation and the development policies
of the western China are expected to accelerate the growth in
the demand for coal in the short and medium term. Business
opportunities arise as the Group is an operator in the PRC coal
industry providing services emerging from the geographical disparity
and the transportation bottlenecks and has upstream investment in
coal mines in Shanxi Province.

Furthermore, the global thermal coal prices are expected to remain
at elevated levels in 2011 and the demand from China and India
are expected to continue to remain strong. Any weather disruption,
changes in the government policy or the transportation bottlenecks
could restrict the supply of coal and drive up the prices. The
earthquake and tsunami in Japan has alerted the public awareness
that nuclear electricity may not be safe, which is expected to be a
positive factor for the coal industry with increasing use of coal in
energy generation in future.

With the well-established coal supply chain along Dagin Railway and
the acquisition of Huameiao Energy, the Directors believe that the
Group’s coal handling and trading business will continue to increase
by utilising these competitive advantages to capture the above-
mentioned market opportunities.

In view of the anticipated increase in the demand for coal, the
Group will continue to improve its business model with the following
initiatives:
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Acquisition of Equity Interest in Coal Mining Company as a Vertical
Integration Strategy to ensure a Stable Supply of Coal

Coal prices are expected to remain at a high level in light of the
steady development of China’s economy. Improving the coal
resources is one of the policy focuses of the Twelfth Five-year Plan
of the national coal industry in China. Such policy would create a
more favourable business environment for the Group. The Directors
consider that acquisitions of coal mines or coal mining companies
play an important role in enhancing the Group’s vertical integrated
supply chain of coal. This vertical integration strategy will enable
the Group to secure a supply of coal with reliable and stable quality
and quantity, which can then enhance the Group’s competitiveness
and further strengthen the relationship between the Group and its
customers.

According to the Equity Interest Transfer Agreement, the existing
investors of Huameiao Energy have agreed that the Group may
further acquire not less than 19% equity interest in Huameiao
Energy, so that the Group may have a majority control over
Huameiao Energy.

The Group will continue to implement plans to acquire suitable coal
mines and will keep up its efforts in identifying mines in operation,
exploring and studying potential projects for mergers and acquisition
opportunities.

Expansion of the Customer Base

In addition to the established business relationship, the Group
has taken the initiative to increase the coal sales to the existing
customers. Many of the Group’s customers are large scale Stated-
owned enterprises in China, which operate a number of power
plants, of which the Group had business relationship with some of
them only. Thus, the Group will continue to increase the coal sales
to these existing customers. Moreover, the Group is actively looking
for opportunities to expand the customer base and developing
new business relationships with 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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Coal Loading Stations along Dagin Railway and in Coal Producing
Area

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

Construction of the Zhuhai Terminal as a Strategic Integration of
Existing Supply Chain

A sino-foreign joint venture agreement was entered into in October
2009 with Hebei Port Group (formerly Qinhuangdao Port Group)
for the establishment of a joint venture for the construction and
operation of the Zhuhai Terminal (as defined in the Prospectus). The
agreement became effective from 22 March 2010. The Group and
Hebei Port Group will contirbute 60% and 40% of the registered
capital of the joint venture, respectively. The Group will contribute
a total of RMB311.4 million for the registered capital of the joint
venture. The total investment amount of the joint venture will be
RMB1.5 billion and shall be arranged by the joint venture. As at the
date of this report, the Group had invested RMB87.3 million from
the net proceeds from the Global Offering for the development of the
Zhuhai Terminal.

The Zhuhai Terminal is strategically located in the southeast region
of Zhuhai, Guangdong Province, China, and will serve as a coal
transhipment hub, coal blending center and coal storage base in
the Southern China. The berthing capacity of Zhuhai Terminal is
100,000 DWT (construction structure: 150,000 DWT) with an annual
throughput capacity of 20 million tonnes. The Directors expect that
the Zhuhai Terminal would commence operation in 2012.
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Four New Vessels to Strengthen Existing Transportation Capabilities DU SAL AR IR B B &ise

The Group currently has four Panamax bulk carriers with a total RNE BB B IO 4238 1 A 280,0005 &=
capacity of 280,000 DWT serving for both the domestic and WHEEENSG SN EERA LB
international routes. Another four new Panamax bulk carriers with MR EYnET . SNEEHBEWER A
capacity of 82,000 DWT each are currently under construction and 82,000 FH, EMEHFEEE T BN EMIR
will come into operation in late 2011 and 2012, respectively, bringing PEE THBR-_E—FXRNE—
the Group’s total bulk carrier capacity to 608,000 DWT which is E-——FRAEE SAEESGEEM
expected to fully satisfy the Group’s fleet requirements as its coal 4838 113 5 608,000 & ENE - FHEIK TS
handling and trading volume rise over the next few years. Expansion HEANEBRKYEEERSENLNES
of fleet could enhance the Group’s control over its handling and S E A ESK o AR B A] Jn5g AN
trading cost and reduce the risk faced by the Group due to any EFHEKE NE SR ARIES - I FFRIK

fluctuation in transportation costs in the future. 7R £ (B A 2R 3R & B4 AR AN O B 1T T e A9 &R
/AD\ o

PA
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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
58 which comprises the consolidated statement of financial position
of China Qinfa Group Limited (the “Company”) and its subsidiaries
(together the “Group”) as at 30 June 2011 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,
Interim financial reporting, issued by the International Accounting
Standards Board. The Directors are responsible for the preparation
and presentation of the interim financial report in accordance with
International Accounting Standard 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, Review of interim financial
information performed by the independent auditor of the entity,
issued by the Hong Kong Institute of Certified Public Accountants.
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 2011 is not
prepared, in all material respects, in accordance with International
Accounting Standard 34 Interim financial reporting.

Certified Public Accountants
8th Floor, Prince’s Building

10 Chater Road

Central, Hong Kong

26 August 2011
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Consolidated Statement of Comprehensive Income (unaudited)

REEEBRAR(CREEX)

For the six months ended 30 June 2011
HE_ZT—FA=1THILEAEA

Six months ended 30 June

BEAA=tHILEAEA

2011 2010
—E——F —EEF
Note RMB’000 RMB’000
FI5E AR%T T ARBTT
Turnover =E 2 4 4,070,224 2,785,616
Cost of sales SHE KA (3,562,398) (2,371,479)
Gross profit EF 507,826 414,137
Other income H A A 5 50,565 39,521
Distribution expenses SaNiz 153 (68,378) (57,609)
Administrative expenses TR (76,768) (72,965)
Other expenses HibF % (1,866) (17,230)
Results from operating activities KRR REF 411,379 305,854
Finance income B U A 38,892 13,977
Finance costs B FE R AN (108,192) (40,098)
Net finance costs B IS R AN F 5 6(a) (69,300) (26,121)
Share of profit/(loss) of associates D EEE QR
(E518) 11 31,461 (343)
Profit before taxation RRBE A Al 6 373,540 279,390
Income tax expense FriS iR 7 (40,807) (73,246)
Profit for the period HAaE A 332,733 206,144
Other comprehensive income Hih 2 EUA
Foreign currency translation differences BN EREEL Z
for foreign operations NI BT = B (21,607) (3,460)
Net change in fair value of AEHESHEE
available-for-sale financial assets DR EZE)FRE 9 - (12,918)
Other comprehensive income HRHEMEEEA
for the period (after tax and (BERKEH
reclassification adjustment) DEAE) (21,607) (16,378)
Total comprehensive HREHEIKRALE
income for the period 311,126 189,766

The notes on pages 31 to 58 form part of this interim financial report. %531 £ 58 B WMt B AR BB i 3t 2

Details of dividends payable to equity shareholders of the Company —Hn o AN ENRNARRRIEAR
attributable to the profit for the period are set out in Note 21(b). AR B FHBEER I FE21(0) ©

Interim Report 2011 —Z——F k% _



Consolidated Statement of Comprehensive Income (unaudited)

REEEBAR(REEX)

For the six months ended 30 June 2011
HE_T—FA=+HIEEAR

Profit attributable to:
Equity shareholders of the Company
Non-controlling interests

Profit for the period

Total comprehensive income
attributable to:

Equity shareholders of the Company

Non-controlling interests

Total comprehensive
income for the period

Earnings per share
Basic earnings per share (RMB)

Diluted earnings per share (RMB)

The notes on pages 31 to 58 form part of this interim financial report.

Note
B 5E

FEA5ER -
ARAEIEmFTAA
IR R R

R
PRS2 E AR -
ARREEFTEA
IR e

SAZEBRARE

BREF
BREARBN (ARBIT) 8(@)

FhEEaN (AREIT) 80)

£31E
—E D

i}

m China Qinfa Group Limited FEZE#&EEAR QT

Six months ended 30 June

BEAA=tHIEAEA

2011 2010
—g——% —2-2F
RMB’000 RMB’000
ARMFR  ARETRE
333,221 206,524
(488) (380)
332,733 206,144
311,614 190,146
(488) (380)
311,126 189,766
0.32 0.20

0.32 0.20

58 A KM FEBAA T B IR E 2
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Consolidated Statement of Financial Position (unaudited)

mEMBRR K (REER)

At 30 June 2011
R-_E——FA=1H

At 30 June At 31 December
2011 2010
R-B——F R-T-TF
NA=+H +t=—A=+—H

Note RMB’000 RMB’000
BfaE ARET ARBT T
Non-current assets ERBEE
Property, plant and equipment Y%~ BEMEE 10 1,726,189 1,441,241
Intangible assets | EE 210,659 210,659
Lease prepayments HETERFIE 129,798 51,884
Investment in associates REE AR Z2I8E 11 1,670,456 45,129
Deferred tax assets FIEFRTEE B 6,289 8,648
3,743,391 1,757,561
Current assets RENEE
Inventories FE 12 439,112 527,481
Derivatives PTETHE 13 1,697 4,225
Trade and bills receivable EUWE SERAREREE 14 642,964 1,026,229
Prepayments and other receivables AR REMERKIE 15 1,132,833 1,867,212
Pledged deposits BEER 16 412,539 951,807
Cash and cash equivalents Be MRSEEY 17 738,782 287,161
3,367,927 4,664,115
Current liabilities REBAE
Loans and borrowings BERREE 18 (3,211,494) (2,874,690)
Trade and other payables e S IR
K E A T ERIR 19 (816,138) (778,500)
Derivatives PTETHE 13 (1,377) 211)
Current taxation MENTIR (228,764) (209,333)
(4,257,773) (3,862,734)
Net current (liabilities)/assets FRE(BE) EE (889,846) 801,381
Total assets less BEEAER
current liabilities REBEE 2,853,545 2,558,942
Non-current liabilities FkRBERB
Deferred tax liabilities BEFIBEE (48,992) (48,992)
Loans and borrowings ERREE 18 (717,910) (735,321)
(766,902) (784,313)
Net assets BEEFE 2,086,643 1,774,629

The notes on pages 31 to 58 form part of this interim financial report. %31 £ 58 BB AT BRI BHRE 2

—85 -
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Consolidated Statement of Financial Position (unaudited)

mEMBRR K (REER)

At 30 June 2011
R=—T——FA=1H

At 30 June At 31 December
2011 2010
R=B——F R-T-ZTHF
ARE+E T-A=+—H

Note RMB’000 RMB’000
B = AR¥T ARETIT
Capital and reserves BAR e 21
Share capital &N 91,479 91,474
Reserves (e 1,940,553 1,628,056
Total equity attributable to equity ARAFERFE AEN
shareholders of the Company ERBE 2,032,032 1,719,530
Non-controlling interests FEIERRRE S 54,611 55,099
Total equity ERATE 2,086,643 1,774,629

Approved and authorised for issue by the Board of Directors of China RZE——FNAZ T ABEHRRFZES

Qinfa Group Limited on 26 August 2011. EERARESSHELERETIE o
Director Director
Ea EE
XU Jihua WANG Jianfei
®mEHE F B

The notes on pages 31 to 58 form part of this interim financial report. % 31 &= 58 B WM B AR B s ihd <

—H5 -
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Consolidated Statement of Changes in Equity (unaudited)
REERRH R CREEXR)

For the six months ended 30 June 2011
HE_ZT—FA=1THILEAEA

Attributable to equity shareholders of the Company

ANAREREARL
Share-based
compensation
reserve Non-
Share Share Merger Fairvalue  Exchange NikiA Retained controlling Total
capital premium reserve Reserves reserve reserve -t earnings Total interest equity

B RiEE  oHER B OAERR  EXGBR  MeRR  RERA s FeRER  EGRE
RMBOD  RMBON  RVBOOO  RVBODO  RVBODD  RWBOO  RMBOO  RMBOOO  RMBOOD  RWBOD  RMBO
ARRTL  ARETR  ARMTR  ARETR  ARETR ARETR  ARMTR ARETR ARMTR ARMTR ARMTR

At1 January 2010 R-E-35-5-R 91474 494633 127,442 306,694 12918 (62,860) 209 394,89 1,377,287 - 1,377,281
Total comprehensive HR2ENAEE

income for the period
Proft o the period T . - - - - - - eR4 265U B 2614

Other comprehensive income Hft2EKA
Foregn curency renslation 89 EHELZ

diferences for NEREEE

foreign operations - - - - - (3.460) - - (3.460) (3.460)
Disposal of avaleble-for-sae ~ HiETELE

financil assets SRIEE - - - (12918) - - - (12.918) - (12918)
Total other Ef2ENALE

comprehensive income - - - - (12,918) (3,460 - - (16,378) - (16,378)
Total comprehensive income.~ 2EMAL%E - - - - (12,918 3.460) - 206,504 190,146 380) 189,766
Transactions withequity ~ EERSEAREER

shareholders and BE2RS HER

non-controllng interests,  E5I

recorded directly in equity
Non-controling interests arsing - EE-FEMERAM

from acquistion of a subsiclary - EEAEERER - - - - - - - - - 0075 20075

Capial controuton receved n - WAEARBR 24
non-wholy owned subsidiaries  HEARHEALE

by non-controling Shiareholders - - - - - - - - - 31,144 31,144
Eauity-setfled share- WEREEUIRA

based payments BEROEZ - - - - - - 1,775 - 1,775 = 1775
Totaltransactions with HEGREAD

equity shareholders RAEE - - - - - - 1,775 - 1,775 51219 52,04
At30 June 2010 R-B-FFAAZ1R 91474 494,633 121,442 306,694 = (66,320) 3,865 601,420 169,208 50839 1,620,047

The notes on pages 31 to 58 form part of this interim financial report. % 31 £ 58 B MM AR BB 53Rk & 1Y

—%5 -
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Consolidated Statement of Changes in Equity (unaudited)
MEERRER CREEXR)

For the six months ended 30 June 2011
HE_T—FA=+HIEEAR

Attributable to equity shareholders of the Company

ANAREREARL
Share-based
compensation
reserve Non-
Share Share Merger Exchange PYviE:] Retained controlling Total
capital premium reserve Reserves reserve -t earnings Total interest equity
R& Ryl AR & Ei@f BeRkE REBEA & FERES BEEE

RMBODD RVB000 RVBO0D RMBODD RMBOO0. RVB00D RVB00D RMBODD RVBO00 RVB00D
ARRTR  ARBTR ARMTR ARMTm ARBTR ARBTR ARMTR ARMTR ARMTR ARER

At1July 2010 R=2-2EtA-R 91474 494633 127,442 306,694 (66,320) 3,86 601,420 1,569,208 50839 1,620,047

Total comprehensive ~ SAREHALE
income for the period
Poftorthepeiod A0 - . - - - - 1706% 1706% (1%) 170508

Other comprehensive ~ Eft2AKA
income
Foreign curency BEBEEZ
tanslation diferences  JNEHEEEE
for foreign operatons = = = = 1,129 - - 21129 - 21129

Total other comprehensive Zt12ERAZE
icore . . 5 . 1123 . . 1123 . 112

Totdcomprehensie ~~ 2EHALE

income - - - - 21123) - 170,698 149,575 (190) 149,385
Transactions with ~ RERFAARFLRER

equity shareholders, 235+ W%

andnon-controllng 55

interests, recorded

directly in equity
Capta contiouton ~~ WEEERBR A2 E

receiedinnonwholy  HEBARHERLE

owned subsidiaries

by non-controling

shareholders - - - - - - - - 4450 4450
Appropriation toreserves AT - - - 16,547 - - (15,547) - - -
Fouiysetledshare-  MEREE T IR

based payments BEROAR - - - - - 1y - 12y - 1’y
Totd transections with ~ EE&IFE AR HEE

equity shareholders - - - 16,547 - 47 (15,547) 47 4,450 5,197
At31 December2010 W=3-BF+-A=t-A 91,474 494633 127,442 32,001 (77,443 4612 756,571 1,719,530 55,099 1,774,629

The notes on pages 31 to 58 form part of this interim financial report. % 31 £ 58 B WM EERE R A BRI #5319

—H5 -
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Consolidated Statement of Changes in Equity (unaudited)
REERRH R CREEXR)

For the six months ended 30 June 2011
HE_ZT—FA=1THILEAEA

Attributable to equity shareholders of the Company

RNAREREARL
Share-based
compensation
reserve Non-
Share Share Merger Exchange PYviE:] Retained controlling Total
capital premium reserve Reserves reserve Bz eamings Total interest equity
B& ke AR & EiRRE Hedk REEA & FERES EiER

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

At1 January 2011 “E--£-A-H 91474 494,633 121482 32,241 (77,443 4612 756,571 1,719,530 55,009 1,774,629
Total comprehensive ~ HAZEHALE

income for the period
Proft for the period B - - - - - - 333221 333221 (488) 332,788

Other comprehensive  Efs2EKA
income

Foreign currency BEBEEL
fansiondferences  JNEREEE

for foreign operations - - - - 21,607) - - 21,607) - (21,607)
Total other AprENALE
comprehensive income - - - - 21,607) - - 21,607) - (21,607)

Total comprehensive ~ 2EHALE
income - - - - 21,607) - 333221 311,614 (488) 311,126

Transactions with equity SE& 5 AZR%
sharcholders,and ~ REERIER
non-controlling RERERSIR
interests, recorded

directly in equity

Share option exercised BT BIIE ) 5 162 - - - (40) - 127 - 127
Equiy-setled share-  MERES TR

based payments BRI ) - - - - - 76 - 761 - 761
Totaltrensactons wih ~ EERHEALRS

equty shereholders 4% 5 162 - - - 1 - 888 - 888
At 30 June 2011 R=E--FRA=1A 91479 4947% 127,442 320,241 99,050) 5333 1,089,792 2,032,032 54,611 2,086,643

The notes on pages 31 to 58 form part of this interim financial report. %31 £ 58 B MIMI-ER A A BRI 53R & 1Y

—55 -
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Condensed Consolidated Statement of Cash Flows (unaudited)
AR ERERER CREEX)

For the six months ended 30 June 2011
HE_T—FA=+HIEEAR

Six months ended 30 June
BEASA=1THIEAREA

2011 2010
—B——F —E—FF
Note RMB’000 RMB’000
MI5E ARET AREFIT
Cash generated KEEBMERE
from operations 375,686 115,111
Income tax paid BT PSR (19,017) (65,141)
Net cash generated REEEBRESFHE
from operating activities 356,669 49,970
Net cash used in investing activities R&EEFTARSEEE (787,290) (284,355)
Net cash generated RS EE TS REFE
from financing activities 872,934 194,000
Net increase/(decrease) HeRBESESEYEM
in cash and cash equivalents ORA) 58 442,313 (40,385)
Effect of foreign exchange RSB R E
rate changes 9,308 1,901
Cash and cash equivalents R—B—HBZEE&R
at 1 January ReZEY 17 287,161 376,187
Cash and cash equivalents RAB=+THZRER
at 30 June HEEEY 17 738,782 337,703

The notes on pages 31 to 58 form part of this interim financial report. %631 2 58 B AT sE#E Rk AR BREA S 5 Y

—H5 -
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Notes to the Unaudited Interim Financial Report

B IERE M

COMPANY BACKGROUND AND BASIS OF
PREPARATION

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. The Company’s shares were
listed on the Main Board of The Stock Exchange of Hong Kong
Limited (“The Stock Exchange”) on 3 July 2009. This interim
financial report of the Company for the six months ended
30 June 2011 comprises the Company and its subsidiaries
(collectively referred to as the “Group”).

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 of
Hong Kong Limited, including compliance with International
Accounting Standard (“IAS”) 34, Interim financial reporting,
issued by the International Accounting Standards Board
(“IASB”).

This interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2010 annual
financial statements, except for the accounting policy changes
that are expected to be reflected in the 2011 annual financial
statements. Details of these changes in accounting policies are
set out in Note 2.

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 2010 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”).
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BEEZEMERSMBRAR ([HR
T ERLED - ARABE-FT——
FNA =1 B/ E A B AR HIE
BEBRBEARA REWNE QR (GHE
[RE&ERE ) -

AR BHREDRIEBEBERS
P BR A Bl RE 77 L h AR A1 A58 P 30 58
ME - AR BREREHBER S £
ZBe((BREerEAREE ) R
e B &R ([BR &5 £R1 )
SE345E [hEIR ISR | AR

RS BREIIRE T —FFF
B8R P TR ER &5t R
mime - ERHRR T ——FFE
BB RBTNEABRRBERID -
ZEERTBORBE) 2 HBHNMFE2 -
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Notes to the Unaudited Interim Financial Report

&

REEZP MRS M

COMPANY BACKGROUND AND BASIS OF
PREPARATION (continued)

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 pages 21 and 22.

The financial information relating to the year ended 31
December 2010 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 2010 are
available from the Company’s registered office. The auditors
have expressed an unqualified opinion on those financial
statements in their report dated on 25 March 2011.

CHANGES IN ACCOUNTING POLICIES

The IASB has issued 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 IAS 24 (revised 2009), Related party disclosures

o Improvements to IFRSs (2010)

The developments related primarily to clarification of certain
disclosure requirements applicable to the Group’s financial
statements. These developments have had no material impact
on the contents of this interim financial report.

m China Qinfa Group Limited FERZE#&EEAR QT
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Notes to the Unaudited Interim Financial Report

B IERE M

ESTIMATES

The preparation of interim financial reports requires management
to make judgements, 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
judgements 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 2010.

SEGMENT REPORTING

(@ Segment results, assets and liabilities

The Group has five major reportable segments, as
sales of coal, shipping transportation, coal mining, port
business and sales of iron ore 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 (the “CEQ”) reviews
internal management reports on a monthly basis.

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:

fli&t

R HBRE BT
SHREER  AERAK  BAR
X BB RE AT WAL - 3R
B RRGRARARRLEH
it -

mEATRPHHRER - AEEEY
AEEESTHRNERAREETH
HEBIRH hAT FTIE L M E 2 A i B2 A
E_T-ZEFE+_A=+—RHILFE
HER B M REPARAMEMRR -

7 EPH

o

(@) EbEAE BEENAE

AEBERRHEE  MEE
W KRR BOXEERE
BOHERBEIZAHRED
WMo AAREREZRERGE
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Notes to the Unaudited Interim Financial Report

REEZP MRS M

&

4

SEGMENT REPORTING (continued)

(@)

Segment results, assets and liabilities (continued)

The measure used for reporting segment profit is
adjusted profit before net finance costs and taxes. ltems
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 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.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by
those segments and the expenses incurred by those
segments.

m China Qinfa Group Limited FERZE#&EEAR QT
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Notes to the Unaudited Interim Financial Report

REBEZRP B R E M

SEGMENT REPORTING (continued) 4 SEWE(E)
(@  Segment results, assets and liabilities (continued) @ PDEEE - BERAEE)
Sales of Coal ~ Shipping Transportation  Coal Mining Port Business Sales of Iron Ore Total
RR#E hEER RRER EOER ARngE 3t

0100 Wt N0 A A0 A W0 W 00 A A0
SRR IR SRR IR RR IR TR SRR RO R IR IR SRR IR
RMBOX RNBO0 RMBOXO RWBOX) RMBOO RVBO RMBOX RMBO0 RMBOX RWBON) RMBON RVBON
ARRTR ARETT ARBTR ARETR ARMTR ARHTL ARRTR ARRTT ARMTR ARETT ARMTR ARETT

For the six months BERB=TRILAEA

ended 30 June

Tumoverfiom pER

emal ousiomers £58 4016776 27045% 53448 81080 - - - - - - 4070224 2,785,616
Iner-seqment tumover APREER - - BT8R 266047 - - - - - - 8T8 266047

Reportable segment TREADERE
tumover 4016776 270453 31220 347127 - - - - - - 4,329,006 3,051,663

Reportable segment TREATRERH
profit before taxation v 369,766 214006 24518 67061 52239 9,961 - - - - 46528 291008

Reportable segment assets 47 54%
asat 30 June 2011/ R-g-—ERAZTR/

31 December 2010 T2-ZECR=1-A 4930016 3981540 1575848 1361985 2567620 1883,107 318562 205030 15,794 16,170 9,407,840 7437832
(ncucingnvestments (BAREENTRE)
n associates) - - - - 1670456 45129 - - - - 1670456 45129

Reportable segment TREADER

liabilities
as at 30 June 2011/ H=E--ExAztR/
31 December 200 Z8-RE+2Azt-B (B728574) (3,048,182 (1,343,507) (1,145,000 (2:308,160) (1644344) (210,08) (127, 170) - - (1590,044) (5,964,6%)
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Notes to the Unaudited Interim Financial Report
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SEGMENT REPORTING (continued)

(b)

assets and liabilities

Turnover

Reportable segment turnover

Elimination of inter-segment turnover

Consolidated turnover

Profit

Reportable segment profit
before taxation
Elimination of inter-segment profit
Unallocated head office
and corporate
(expenses)/gain
Net finance costs

Consolidated profit before taxation

m China Qinfa Group Limited FERZE#&EEAR QT

Reconciliations of reportable segment turnover, profit,

A 3R & 0 BORR AR A A

7 BB ) 2 #1556
SN 7 YNCI)SUNC]
(FIx2)Wzs

FATE R AN F 8

BRI AR & gt A

o EE|E (&)

b) FHEDEHE KRR
BENABHE
EES-C

Six months ended 30 June
BZXA=1+HIEAREA

2011 2010
—®—-5 —T-T%
RMB’000 RMB’000
ARBFRT ~ AREFT
4,329,006 3,051,663
(258,782) (266,047)
4,070,224 2,785,616

gl

Six months ended 30 June
BZEASA=tTHLREAR

2011 2010
—E2——5F —E-TF
RMB’000 RMB’000
ARET T ARET T

446,523 291,008

385 834
(4,068) 13,669
(69,300) (26,121)
373,540 279,390




Notes to the Unaudited Interim Financial Report

REBEZRP B R E M

4 SEGMENT REPORTING (continued) 4 SEWE(E)
(o)  Reconciliations of reportable segment turnover, profit, (b) AHREDTFREFERE & -
assets and liabilities (continued) BENEGELHRE)
Assets EE

At 30 June At 31 December
2011 2010
R=B——F RZZT-TF
ARA=tH +=—A=+—H
RMB’000 RMB’000
AR%T T AREBT T

Reportable segment assets Al FRED T EE 9,407,840 7,437,832
Elimination of inter-segment 7350 FE FE R B

receivables and inventories FE 7 %8 (1,924,668) (642,747)
Elimination of receivables R AR RIFRIE

from head office 2 T 3H (379,836) (383,119)
Deferred tax assets RIEFRIAE 2= 6,289 8,648
Unallocated assets ROBLEE 1,693 1,062
Consolidated total assets RAEBERE 7,111,318 6,421,676
Liabilities =N

At 30 June At 31 December
2011 2010
R=B——F RZT-TF
ANAB=tH +=—A=+—H
RMB’000 RMB’000
AR¥T T ARETTT

Reportable segment liabilities AmEDHAE 7,590,944 5,964,696
Elimination of inter-segment payables 75 5B [ & 5 702 % (1,923,328) (635,473)
Elimination of payables to head office &S8R 758 2 ¥4 (920,722) (942,696)
Current tax liabilities ENEATR IR B fE 228,764 209,333
Deferred tax liabilities EIEFIEBE 48,992 48,992
Unallocated liabilities F A =K 25 2,195
Consolidated total liabilities e BERE 5,024,675 4,647,047

Interim Report 2011 —Z——F k%



Notes to the Unaudited Interim Financial Report

AREERTR B R E M

5 OTHER INCOME

2011 2010
—EB——F —E-TF
RMB’000 RMB’000
ARET T ARETTT
Government grants (see Note (i)) BB (REIRE() 17,056 450
Bargain purchase gain on Wi —REM B AR
acquisition of a subsidiary 2 EEE ARG - 15,563
Bargain purchase gain on Ui B8 — R B & 2 A
acquisition of an associate ZBEE AW (RHEE 1))
(see Note 11) 26,880 -
Gain from disposal of HETHTESH
available-for-sale financial BEWE
assets - 19,584
Gain on derivatives (see Note 13) PTE T Al (RHFE(03) 6,311 3,854
Others Hit 318 70
50,565 39,521
()  The Group received unconditional grants from local () AEERBARKEE BT E

government during the period as recognition of the
Group’s contribution to the development of local

economy.

m China Qinfa Group Limited FERZE#&EEAR QT
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Notes to the Unaudited Interim Financial Report

B IERE M

S

6 PROFIT BEFORE TAXATION

6

Profit before tax is arrived at after charging/(crediting):

Net finance costs

Interest income

Net foreign exchange gain

Finance income

Interest on borrowings

Less: interest capitalised into property,
plant and equipment

Bank charges

Finance costs

Net finance costs

Other items

Operating lease charges on premises
Depreciation for property,

plant and equipment

Amortisation of lease prepayments
Fair value change of available-for-sale

financial assets

Net realised and unrealised (gain)/

loss on derivatives

S A
EE 3 Mo e 3 4R
A

HEAIE
W % BB R

P EEMERNE

RITEM
FATERR A
FATERR AN F 8

MENEEHEER
VE - BERREITE

M E TN FRIE 3
AR ESREEN
AV

ITETHEEERRAER

(Wees) /EiRF 8

BRBE AT 3R R

BEADEFIE NG, (GEA) AT &

17 :

(@) FATSRAFEE

2011 2010
—g——F —T-3F
RMB’000 RMB’000
AR®T T AREFIT
(9,487) (9,281)
(29,405) (4,696)
(38,892) (13,977)
99,079 29,652
(2,314) -
96,765 29,652
11,427 10,446
108,192 40,098
69,300 26,121
(o) EfhIEE

2011 2010
—g—-% -T-%F
RMB’000 RMB’000
AR¥T T AREFIT
1,769 2,867
40,619 47,382

70 70
» (19,584)

(4,593) 10,176
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Notes to the Unaudited Interim Financial Report

AREERTR B R E M

7 INCOME TAX EXPENSE

Current tax

— Overprovision of PRC corporate

— PRC corporate income tax

BIEAT IR
—REIRER

7 FBERAX

—BEFETBELEMER

income tax in prior years IBEE R
Deferred taxation EIER IR
— Origination and reversal of —EREEM R RED

(i)

(i)

temporary differences

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 incorporated 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 the statutory rate of 25% of the assessable
profits of subsidiaries which carried on businesses in the
PRC.

m China Qinfa Group Limited FERZE#&EEAR QT

(i)

(i)

Six months ended 30 June
BZEAA=1THILAEA

2011 2010
—g—-§ —2-2F
RMB’000 RMB’000
ARMTE  ARETR
69,411 69,471
(30,963) =
2,359 3,775
40,807 73,246

REREHERRBRLES
B AR B SR B - RSB B 7R
MRERERRBRIESH
TIPS

A LA & B 8 2 B B
A E RS AT BN SHOT
fa] FE SR B0 ) - ERAN SR 1B 3 R
REBNSHIELERE -

TEREXRMEROAEENT
B R X BRI B A Rl IR R
Wit F| 25% H)ATE IR B
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REBEZRP B R E M

7 INCOME TAX EXPENSE (continued)

(iv)

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. As at 30 June 2011, temporary differences
relating to the undistributed profits of PRC subsidiaries
amounted to approximately RMB415,324,000 (31
December 2010: RMB208,433,000). Deferred tax
liabilities of RMB20,766,000 (31 December 2010:
RMB10,422,000) have not been recognised in respect
of the tax that would be payable upon the distribution
of these retained profits as the Company controls the
dividend policy of these PRC subsidiaries and it has
been determined that it is probable that profits will not be
distributed in the foreseeable future.

8 EARNINGS PER SHARE

(@)

Basic earnings per share

The calculation of basic earnings per share for the six
months ended 30 June 2011 is based on the profit
attributable to equity shareholders of the Company
of RMB333,221,000 (six months ended 30 June
2010: RMB206,524,000) and the weighted average of
1,037,528,000 ordinary shares (six months ended 30
June 2010: 1,037,500,000) in issue during the period.

7 FEEEXE)

(iv)

BIE R EERBRE - INEH
KEEARPBIIERERS
ZENF— A — BRI G
FIMEEMRE D IRIEFE5%
BTTENR - RZE——F <
A=+RH BEPE[BAFR
DB BEANEREENA
A R #415,324,0000( = &
—TE+-_A=+—8: AR
¥ 208,433,000 ) ° A B A&
UNGI b sl == N I o
i B EK B B #EE R AT 78 HL &Y
RERRAIGETE 5= F - 4
Rk B 9K Z 5 R8s F i A
AT IBERAELERIBEE
A R #20,766,0007T( — & —
TFE+ZA=1+—H: AR%
10,422,000 7T) °

BHE_Z—FNA=+HL
NEASREREFTIARA
RSB ARG REFARE
333,221,0007L( & = = T —
ZFENAZFTAHLEAEA A
B #206,524,0007C ) & 1 A
BB 1T E AR 80 0 T 19 &
1,037,528,000f% ( & = = T
—ZFA=ZFTHILAEAR:
1,037,500,000 %) 5t & -
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AREERTR B R E M

8 EARNINGS PER SHARE (continued) 8 BRERNGE)
(o) Diluted earnings per share ) wTEEsEF
The calculation of diluted earnings per share is based fix %58 &2 A Jh iR 1% AR A A
on the profit attributable to equity shareholders of the EmFaE AELENARE
Company of RMB333,221,000 (six months ended 333,221,000 (B EZE=F—F
30 June 2010: RMB206,524,000) and the weighted FRA=ZTHLEREAR: AR
average number of 1,041,124,000 (six months ended 30 5 206,524,000 7T ) K 3 18 A% 0
June 2010: 1,037,500,000) ordinary shares (diluted). #E 19 #1,041,124,000 f% ( &

E-R-EFAASTALR
@A : 1,037,500,000 #%) (2
SE)FHE o

9 OTHER COMPREHENSIVE INCOME 9 HiZmEWA

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

2011 2010
—g——% —z-TF
RMB’000 RMB’000

ARET ARETT

Available-for-sale financial assets: AHHENSREE
Changes in fair value recognised BN B MR

during the period RNAEEH) - 6,666
Reclassification adjustments for RS IARNSEEN

amounts transferred to profit or loss DI - (19,584)
Net movement in the fair value reserve HARR Efth 2 E A

recognised in other comprehensive RO A ERE

income during the period 2 BE)FE - (12,918)

10 PROPERTY, PLANT AND EQUIPMENT 10 Y% - BERZE

During the six months ended 30 June 2011, the Group REBE-Z——F A A=FTHILAE
acquired items of property, plant and equipment with costs A REBREME  BEKREE
of RMB340,225,000 in aggregate (six months ended 30 June HE - KA A AR 340,225,000
2010: RMB136,148,000), including items relating to the port T(BE-_ZE—ZTF~A=Z+HIE
under construction of RMB122,813,000 and vessels under NE A AR %136,148,0007T ) °
construction of RMB210,038,000. BIEEERSOEHEMNIER ARK

122,813,000 7T & 7€ & i il A B ¥
210,038,000 T °

m China Qinfa Group Limited FERZE#&EEAR QT
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REBEZRP B R E M

11 INVESTMENTS IN ASSOCIATES 11 REBEQTRE

At 30 June At 31 December
2011 2010
R-B——%F R-T-T
AA=t+H +=—A=+—H
RMB’000 RMB’000
AR¥T T AERBTTT

Listed investments: ETRE -
Listed shares, at cost EmkG - BRAE 48,207 48,207
Share of losses FE(RIE1E (2,981) (1,922)
Exchange differences MEH =5 (2,170) (1,156)
43,056 45,129
Unlisted investments: FELETIRE -
Unlisted shares FE LA 1,626,880 -
Share of profits i lepingl 32,520 -
Dividends received B B (32,000) -
1,627,400 -
1,670,456 45,129
The following list contains the particulars of associates, which TR EEREAEEEEREE
principally affected the results or assets of the Group: )i l/NI =2

Proportion of ownership interest

FrE Rz L f
Place of Listed/ Group’s Held by
establishment/  unlisted effective the Heldbya
Name of associate incorporation company interest Company subsidiary Principal activities
B/ E®/ pis- | £AF  KEBAR
BENRAR BB FLEHmAR ERES B8 BE @ IEER
Tiaro Coal Limited Australia Listed 26.35% - 26.35% Coal exploration,
(“Tiaro Coal’) BN company evaluation and
(see Note (i) /NG development
Tiaro Coal Limited BEBR T RAE
([Tiaro Coal ) (RPHFE()
Shanxi Huameiao Energy PRC Unlisted 32% - 32% Coal mining
Group Co., Ltd. F company and trading
(*Huameiao Energy’) i) BrAZLES

(see Note (ii))
LREXREREEERAR
(TR RE0R ) (R )

Interim Report 2011 —Z——F k% _
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RRE % P B IS R MY =

&

11

INVESTMENTS IN ASSOCIATES (continued)

U)

(i)

On 23 April 2010, the Group increased its equity interest
in Tiaro Coal from 14.90% to 30.05% through an
acquisition of 8,000,000 new ordinary shares in Tiaro
Coal. In November 2010, Tiaro Coal issued 10,000,000
new ordinary shares to new shareholders, whereby
the Group’s equity interest in Tiaro Coal was diluted to
26.35%.

On 17 November 2010, Shuozhou Guangfa Energy
Investment Co., Ltd. (“Shuozhou Guangfa”), a subsidiary
of the Company, entered into an equity interest transfer
agreement (the “Equity Agreement”) with Shanxi
Huiyong Jinyuan Energy Technology Co., Ltd. (“Huiyong
Jinyuan”) and other individual investors of Huameiao
Energy (collectively referred to as the “Huameiao Energy
Vendors”), all independent third parties of the Group.
Pursuant to the Equity Agreement, the Huameiao
Energy Vendors agreed to sell 32% of their equity
interest in Huameiao Energy to Shuozhou Guangfa at a
consideration of RMB1,600,000,000.

On 1 January 2011, the Group completed the acquisition
and Huameiao Energy became an associate of the
Group. The fair value assigned to the Group’s equity
interest in Huameiao Energy’s identifiable assets and
liabilities was determined to be RMB1,626,880,000 as
at the date of acquisition. A bargain purchase gain of
RMB26,880,000 was recorded in other income.

On 30 June 2011, the Group received from Huameiao
Energy dividends attributable to the six months ended 30
June 2011 of RMB32,000,000.

m China Qinfa Group Limited FERZE#&EEAR QT

11

R QRIRE (&)

U

R—E—ZEFWMA_+=8"
N & B35 38 W BE Tiaro Coal HY
8,000,000 f&% ¥ & @A « #&M
Tiaro Coal 8% # 5 14.90% 3 /N
%£30.05% - R -B—TFE+—
B Tiaro Coal Al # i% 5 2% 17
10,000,000 A% ¥ & B Ak - & 1tt
REEE A Tiaro Coal HRAE S
£26.35% °

RZE—ZF+—A+tH"
HAINTTEZEIRIEEGR A A
(T¥MNEEE ) (RRBIRMEA
7)) B K IR AR A
REFRAA ([EXEIR]) FME
EREFRHEMBEAKRES (5
WAIEXRERES ] (95
RNEENBYLE=7) 5] ARHE
wiEma=E( RERZ]D - B
RiEwRE EXREREAMR
EUARE AR 1,600,000,000
TREMNEZEHEREMES
FEXRRIRE L 32% ©

RZZE—F—A—H8 &%
e Rk W - M ER R IRAK
RAEEREE QT o RUE
BE - EXRERA#AMNE
EREBETHEHEEZAEER
AR BEEER/RARE
1,626,880,000 7T ° /i B i AU
#z= A R ¥ 26,880,000 7T Ji 5T A
E AN o

R=-F——FA=+H &
EFEKWREE_ZT——F/NH
=T HIENEAEERERRK
B AR 32,000,000 7T °
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REBEZRP B R E M

12 INVENTORIES 12 78

At 30 June At 31 December
2011 2010
R=ZB——F R-Z-TF
AA=+H +ZHA=+—H
RMB’000 RMB’000
AR®T T AR¥ETT

Finished goods RURK in 288,590 191,383
Goods in transit EEEY 143,713 328,807
Fuel A 6,809 7,291
439,112 527,481
The inventories as at 30 June 2011 were stated at cost. FERZZ—F A=+ HEKAR
HIER o
13 DERIVATIVES 13 fT4&IA
At 30 June 2011 At 31 December 2010
R=BE——&XA=tH RZE-ZTF+-_A=1—H
Assets Liabilities Assets Liabilities
EE 8 BE afE
RMB’000 RMB’000 RMB’000 RMB’000

ARBTR ARBTR ARETT ARETT

Foreign exchange option HNE EBRRES 49

contracts (see Note (i) (2BIFIEE () 1,393 = 911 —
Non-deliverable forward PR YR HA

(“NDF”) portfolio contracts ([Tl ]) A4

(see Note (i) BRI (2BMEE (i) - - 3,314 -
Forward freight agreements ~ &:E B & 7

(see Note (iii)) ( RLBf & (ii)) - - - 211)
Interest rate swap contracts  Fl| Rz EI & 4

(see Note (iv)) (RBEE (v) - (1,377) - —
Foreign exchange forward ~ SMNEREIA 4

contracts (see Note (v)) (RFEEW) 304 = - -

1,697 (1,377) 4,225 (211)

Interim Report 2011 —Z——F k% _
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AREERTR B R E M

13 DERIVATIVES (continued)

U

(i)

Foreign exchange option contracts

As at 30 June 2011, the Group had three outstanding
foreign exchange option contracts signed with
authorised financial institutions (31 December 2010:
four). These contracts will expire within 10 months after
30 June 2011.

The Group recorded a realised income of
RMB1,336,000 in other income during the six months
ended 30 June 2011. Fair value changes of the above
outstanding foreign exchange option contracts as at 30
June 2011 amounted to RMB1,393,000 and have also
been recognised in other income.

NDF portfolio contracts

As at 30 June 2011, the Group had no outstanding NDF
portfolio contract (31 December 2010: eight). The Group
recorded a realised gain of RMB3,278,000 in other
income during the six months ended 30 June 2011.

Forward freight agreements

As at 30 June 2011, the Group had no outstanding
forward freight agreement (31 December 2010: three).
The Group recorded a realised loss of RMB191,000 in
other expenses during the six months ended 30 June
2011.

m China Qinfa Group Limited FERZE#&EEAR QT

13 fTEIT AR (E)

U

(i)

(i)

SNERIRER K

R-B——FXA=TH" &
SEER=DRERETHK
BRENHARBEITINENES
W ZE—BF+-_A=1—
B: )  ZFEHOBNR_-F
——FXNA=THARTEAR
BH -

REBEMBARBEZZ
__E/\H:+E|Jt/\1lﬂﬁ
S E#H WA AR 1,336,000
JLo P RBITINEHIES L
WARBEEEN - ——F
A=+ H% AR 1,393,000
7T WEREAM AR R

IRUEEHEE B K

RZE——FSA=+H K
SEMELMHRBIT TR
BHEEEHN(ZE—ZF+=
A=1+—H8: \p) - A&BEH
HRAREBEZE T ——F <A
=T HIEANEASSEERIK
AAREE 3,278,000 7T °

BERE W

RZZE—FA=+H 'K
& B B A R B 1T B B
HEHBRE(ZZE—ZF+=A
=+—HB: =%)  c "EBRE
EZFT——FA=1THIER
BAAZGBEMRTNEERE
BARE 191,000 7T °
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REBEZRP B R E M

13 DERIVATIVES (continued)

(iv)

Interest rate swap contracts

During the six months ended 30 June 2011, the
Group entered into three interest swap contracts
with authorised financial institutions with total nominal
principal amounts of USD21,427,000 (31 December
2010: Nil). The Group agreed to pay at a fixed interest
rate of 2.5% per annum and receive at a floating interest
rate of USD-LIBOR-BBA plus 1.2%. These contracts will
expire within 11 months after 30 June 2011.

The Group recorded a realised loss of RMB150,000 in
other expenses during the six months ended 30 June
2011. Fair value changes of the above outstanding
interest rate swap contracts as at 30 June 2011
amounted to RMB1,377,000 and have been recognised
in other expenses.

Foreign exchange forward contracts

As at 30 June 2011, the Group had three outstanding
foreign exchange forward contracts signed with
authorised financial institutions (31 December 2010: Nil).
These contracts will expire within 11 months after 30
June 2011.

Fair value changes of the above outstanding forward
foreign exchange contracts as at 30 June 2011
amounted to RMB304,000 and have been recognised in
other income.

13 fTEITA(E)

(iv)

MERHPEL

REBEE=_ZT——FA=1+8
IEAREA - AEBER & #
BT =M EBHAE L
7N & BR T 48 {8 & 21,427,000 3
T(ZE—ZTF+ZA=+—
H: &) AEEREXREF
2.5% 2 [E & F & X F S
I 12 fm BUER 1T R 3£ 32 T4 2
1.2% 2 )% 8) Al =Yg ELFI B o
ZEAHBR T ——F XA

=tHE 11 EARRE -

AEEREE_T—F~A
=t+BEEAEASFSEMAS
BB E IR EE A R % 150,000
Too LMARBITAXREEEL
RZE——FA=THHA
B & # A AR 1,377,000
7T WEREAMRAZ AR

SNEZHA G HY

RZE——FA=+H 'K
SEEES=HHERT o pKE
FEORBITIERHE L
—E-ZF+A=1+—8H:
) o ZEEHHR = —F
SNA=TH%E11EAREE -

LA ARBITEREIINES AR
TE——FXNA=ZTHNRAAR
A AR 304,0007T  WE
REAFRZ AR o
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AREERTR B R E M

14 TRADE AND BILLS RECEIVABLE

As at 30 June 2011, trade and bills receivable included
bank acceptance bills of RMB16,300,000 which have been
discounted to banks (31 December 2010: RMB70,057,000).

Credit terms granted to customers ranged from 0 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 —@AA

Over 1 month but within 3 months — B A HB R RE=1E A
Over 3 months but within 6 months =B AN BT ERENE A

m China Qinfa Group Limited FERZE#&EEAR QT

14 EBRESHRIREREE

RZZE—FA=+H EKES
BRA R B W E B IR B MERTTRR IR /Y
175 5 E & A R % 16,300,000 7T

—TEZFEF+_A=+—H: AR
¥ 70,057,000 7T) °

AEEREFPROTE=TRIFN
FEH BIEFPENKENREE
HAERARNRELEME

KEBRERE SRR KEREE
(BEMBRRERRE) B ERE 5710
T

At 30 June At 31 December
2011 2010
R=ZB——F RZZE-TF
ARA=tH +=—A=+—H
RMB’000 RMB’000
ARYT T AREBT T

600,025 897,041
24,439 86,056
18,500 43,132

642,964 1,026,229
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KRBT HA B T R Y =

15 PREPAYMENTS AND OTHER RECEIVABLES 15 FENHER HAEWRFEIE

At 30 June At 31 December
2011 2010
R=ZB——F R-Z-TF
AA=+H +ZHA=+—H
RMB’000 RMB’000
AR®T T AR¥ETT

Deposits and prepayments R E 2 e
for equity investments RIERE 282,950 1,300,000
Other deposits and prepayments Hihize RFaR R
(see Note (i) (RBEEG) 731,279 483,131
Amounts due from a related party e BEE 5 5RIA
(see Note 24(a)) (RFI5E24(a)) 62,656 -
Other non-trade receivables H i IEE Z REUER TR 55,948 84,081
1,132,833 1,867,212
()  Other deposits and prepayments mainly represent the () EHEtekBEBNIREZEERK
deposits and prepayments for coal trading. B oMk RTEMR
16 PLEDGED DEPOSITS 16 BEEHEXK
As at 30 June 2011, bank deposits of RMB412,539,000 (31 RZE——FHA=+1H" &1
December 2010: RMB951,807,000) were pledged to banks to 7R AR #412,5389,000t( = =
secure certain of the Group’s banking facilities (see Note 18). —EFF+_A=+—H: AR¥
951,807,000t ) B 3R T B RAIRITIE
BASEETRITEENER(ZH
izt 18) o
17 CASH AND CASH EQUIVALENTS 17 RERREEEY
At 30 June At 31 December
2011 2010
R-ZT——F RZZT—ZTF
ANA=tH +=—A=+—H
RMB’000 RMB’000
ARET T ARBT T
Cash at banks and in hand RITRFERS 738,782 287,161
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AREERTR B R E M

18 LOANS AND BORROWINGS

18 EXRREE

At 30 June At 31 December
2011 2010
R=ZB——F R-Z-TF
AA=+H +=ZHA=+—H
RMB’000 RMB’000
ARBT T ARBFIT

Current ENEA
Secured bank loans and bank BRIPRITER
advances NERITER (i 2,907,211 2,660,646
Bank advances under discounted BRI EINERE T
bills receivable EVERTTEAK (i) 16,300 70,057
Current portion of non-current JERNER A L ARIRTT
secured bank loans B HBNEE (i) 287,983 143,987
3,211,494 2,874,690
Non-current FEENEA
Secured bank loans BEIRITERK (ii) 717,910 735,321
3,929,404 3,610,011
()  Current bank loans and bank advances bore interest () RZZE——F<H=TH" A&
at rates ranging from 1.35% to 8% per annum as at 30 HSRITER R IRITRFIRE R
June 2011 (31 December 2010: 1.05% to 6.13% per KN T1.36%E8% (=T —ZF
annum). Current secured bank loans and bank advances TZHA=1+—H : £8%&1.05%
were secured by the following assets: £6.13%) 5.8 o BNEA A HE AR
TERRBITBRRTIAATE
EVEREIT :
At 30 June At 31 December
2011 2010
R=ZB——F RZZE-TF
AB=+HA +=A=+—H
RMB’000 RMB’000
AR¥T T AREFTT
Property, plant and equipment I E YN L] 980,219 779,689
Inventories & 233,760 160,267
Trade and bills receivable FEW E 5 BRI IR 15 50,000 195,468
Pledged deposits BEEFFER 412,539 951,807

m China Qinfa Group Limited FERZE#&EEAR QT
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REBEZRP B R E M

18 LOANS AND BORROWINGS (continued)

(i)

RMB712,325,000 (31 December 2010: RMB 259,991,000)
of the current secured bank loans and bank advances
were guaranteed by a related party (see Note 24(b)) in
addition to being pledged by the above assets.

Unutilised bank facilities secured by pledged deposits of
the Group amounted to RMB399,353,000 as at 30 June
2011 (831 December 2010: RMB506,062,000).

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
reporting date.

Non-current secured bank loans as at 30 June 2011
were pledged by property, plant and equipment with
carrying amounts of RMB218,602,000 (31 December
2010: RMB235,026,000), the Group’s equity interest in
Huameiao Energy, and guarantees issued by a related
party (see Note 24(b)).

Non-current secured bank loans as at 30 June 2011
carried one of the following variable interest rates: (i)
the LIBOR plus 1%, (i) 10% discount on the per annum
interest rate quoted by the People’s Bank of China in
respect of three-year borrowings and (i) 30% up on the
per annum interest rate quoted by the People’s Bank of
China in respect of five-year borrowings.

18 ERRMEE(E)

(i)

AR#E712,325,000T( =& —
ZHEF+-ZA=+—H: AR¥
259,991,0007T ) 2 BN EA A K 47
RITERRIBITRRG A Lt
BEERERINIE —RHE
FREER (R 24(0)) ©

R—ZE——FA=+8H"
AEBEEBFRMAMERD
RHARTEERARE
399,353,000t( = & — T
F+-ZA=1+—H: AR%
506,062,000 7T) °

AEEERREBTALELER
BHNRBEE AR AEEMER
T8R - RRER - AEE (&
WE ZEERMERRE] & [/
REKEE THRITRER] B
EHRERERIRSSHEN
HEREFTIS SRR

R_ZT——FA=+H" 3
BNER A B RITE R B ARE
EA AR%218,602,0007T (=
Z—ZFF+-_A=+—H: A
R # 235,026,000 7T ) H) ) 2 -
BB R AEERILTEE
EREREEERAGMESR
B RR 2 PR A T B I 2 IR R
FLABEIR (R HIRE 24(0)) ©

RZZTE——FNA=+8" 3
BUER A M RITE IR AT F
AR —F B ¢ () fmEIRTT
REFEM1% @ (i) PHARIE
TR =FHEEFNETZ
10% K (i) F B A RIRITFT 8
FHEEF AR £)F30% °
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AREERTR B R E M

18 LOANS AND BORROWINGS (continued) 18 ERREE(E)
(i)  The Group’s non-current bank loans were repayable as (i) AEBERERHRITEFIET
follows: (continued) HIEARREE « (&)

At 30 June At 31 December
2011 2010
R=ZB——F R-Z-TF
AA=+H +ZHA=+—H
RMB’000 RMB’000
ARBTT ARBFIT

Within 1 year —FR 287,983 143,987
Over 1 year but within 2 years —ELLETEEME 0 217910 240821
Over 2 years but within 5 years FELA BN EBEEAF 500,000 495,000
717,910 735,321
1,005,893 879,308
19 TRADE AND OTHER PAYABLES 19 ENEZRRREMENRE

At 30 June At 31 December
2011 2010
R=2——F RIZ-TF
ARA=+H +ZHA=+—H
RMB’000 RMB’000
AR®TT ARETTT

Trade and bill payables BB SRR R IEN R 276,590 477,147
Other taxes payable HAb IR 166,150 139,961
Receipts in advance T FIE 203,893 61,217
Construction cost payables FETIERRA AR 74,549 =
Accrued expenses FEETRISZ 31,463 59,151
Other miscellaneous payables HAth TR R~ 5RIE 63,493 41,024

816,138 778,500

m China Qinfa Group Limited FERZE#&EEAR QT
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S

B IERE M

19

20

TRADE AND OTHER PAYABLES (continued) 19 ERESERREAENSREE)
Credit terms granted to the Group by its suppliers ranged from AREBHEREFE T AEERNEEHH
0 to 30 days. An ageing analysis of trade and bills payable of ZE=FTHI E - AKENENES
the Group is as follows: R R ENEENRE ST ¢
At 30 June At 31 December
2011 2010
R-B——F R —ZF
ARA=+H +=—A=+—AH
RMB’000 RMB’000
AR¥T ARETIT
Within 1 month —fE@AA 187,303 428,772
Over 1 month but within 3 months —(E A B EBm=1EA 82,157 29,638
Over 3 months but within 6 months =@ A A EBETEBNEA 7,130 18,737
276,590 477,147

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.

20 BREZSEUROGAERNMTRK

(@) BRAFEERERES

REE-—BRRR_ZTAEFXR
At-—RBBNEERER
ARBRAERAFAEENE
gt 8 (T BERARABEEMB
PRt ) - Bt - AERE1
HITESMBREEERTR
AR R HORER o

BAE B XA 2 S AT BB AR RE %
R BRI A R B T B A T
B 1T B B% 1D 42 2 48,400,000
5 RER —_ZZALF KA
+TZHEE REEAEER
25277 °
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AREERTR B R E M

20 EQUITY-SETTLED SHARE-BASED PAYMENTS
(continued)

(@)

Pre-IPO Share Option Scheme (continued)

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 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.

During the six months ended 30 June 2011, 60,000
share options (six months ended 30 June 2010: Nil)
under the Pre-IPO Option were exercised for the same
number of shares at an exercise price of HKD2.52 per
share.

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.
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REBEZRP B R E M

20 EQUITY-SETTLED SHARE-BASED PAYMENTS
(continued)

(b)

Share Option Scheme (continued)

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
2011 (six months ended 30 June 2010: Nil).

21 CAPITAL, RESERVES AND DIVIDENDS

(@)

Share capital

During the six months ended 30 June 2011, 60,000
share options under the Pre-IPO Option (see Note 20(a))
(six months ended 30 June 2010: Nil) were exercised
for the same number of shares at an exercise price
of HKD 2.52 per share. All issued shares have been
fully paid. The proceeds of HKD6,000 (equivalent to
RMB5,000) representing the par value, were credited to
the Company’s share capital. The remaining proceeds of
HKD145,000 (equivalent to RMB122,000) were credited
to the share premium account. HKD48,000 (equivalent
to RMB40,000) has been transferred from the share-
based compensation reserve to the share premium
account in accordance with the Group’s accounting
policies.

Dividends

The directors do not recommend any interim cash
dividend for the six months ended 30 June 2011 (six
months ended 30 June 2010: Nil).
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AREERTR B R E M

21 CAPITAL, RESERVES AND DIVIDENDS (continued) 21 EBEXR -  #HERRE(Z)
(b)  Dividends (continued) ) BB (&)
On 26 August 2011, the directors proposed a bonus RZE—FNAZ=Z+/"8 "
issue of one share for every one existing share held by BEgminN = —%+ A
the shareholders whose names are on the register of +HRYBRREMOBRRES
members on 10 October 2011. The proposed bonus NERRIR AR ERE —IREE
issue is pending for shareholders’ approval. HEITAIRREETT - BEAIIREETT
AR HLAE ©
22 CAPITAL COMMITMENTS 20  BEAREE
Capital commitments outstanding as at the period end but not FABA S 3 o 7 o BB 7 SR s SR R 4
provided for in the interim financial report are as follows: HIRBITERAENT -

At 30 June At 31 December
2011 2010
R=B——F R_T-TF
ANA=tH +=ZA=+—8H
RMB’000 RMB’000
ARYT T ARET T

Contracted for =EIE:S) 1,574,894 1,078,739
23 OPERATING LEASES 23 RKR&EHE
(@) Leases as lessee @ 1ERAMEAZES
At 30 June 2011, the total future minimum lease R=ZF——FNA=+H" &
payments of the Group under non-cancellable operating SERBE AL EML
leases in respect of land and buildings are payable as T RIEFREMSH B ERER
follows: EFIBBRENT

At 30 June At 31 December
2011 2010
R-ZB——F RZT-TF
ANA=+H +=ZA=1+—8H
RMB’000 RMB’000
AR¥T AREFIT

Within 1 year —FRN 32,778 87,351
After 1 year but within 5 years —FRERFA 18,289 18,977
After 5 years AFE 2,418 3,701

53,485 110,029
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REBEZRP B R E M

23 OPERATING LEASES (continued) 23 RKEHEE)
(b) Leases as lessor ) EALBEAZEE
The Group leases out its vessels under operating leases AEEREBELEHYEHEESE
and the future minimum lease income under non- M - AR IR T AT A 2 A 4
cancellable operating leases are receivable as follows: HBEKERERALT

At 30 June At 31 December
2011 2010
R=B——F R-ZT—-F
ARA=+H +=ZA=+—A”
RMB’000 RMB’000
AR%T T ARBT T

Within 1 year —FNRN 3,827 4,809

24 MATERIAL RELATED PARTY TRANSACTIONS 24 ERBEIRS

Other than the transactions with Huameiao Energy as AN EE 11 PRIk EE Y BEAEE 2 BR AR IR AT

disclosed in Note 11, the Group has conducted the following Z90 REERBEZT—F<H

transactions during the six months ended 30 June 2011. =T RERERARETTIATRS -

Mr. Xu Jihua (“Mr Xu”) is the shareholder of Fortune Pearl HREZELE((REE]D BAEE R

International Limited, the ultimate controlling party of the AR5 Fortune Pearl International

Group. Limited #9A%ER °

(@  Amounts due from a related party @ FEMEERIE

At 30 June At 31 December
2011 2010
R=B——F RZZT-TF
AA=t+H +=—A=+—H
RMB’000 RMB’000
AR¥T T ARET T

Huameiao Energy HEEHEER 62,656 =
The above balance represents the deposit for the LSRR ERENIZS -
investment in coal mines. The balance is non-interest ZEREBRTFT B BEERE K
bearing and repayable on demand. 81& -
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KRBT HA B IS R Y =

24 MATERIAL RELATED PARTY TRANSACTIONS (continued) 24 EXBEARES (E)

(b)  Guarantees issued by related parties (b) REBEFIRMEAER

At 30 June At 31 December
2011 2010
R-®——F N-T-TF
ANA=+tH +=—A=+—H
RMB’000 RMB’000
AR¥T AREFIT

Guarantees issued by Mr. Xu BRIuTE T BEMER
- RMB = ANEEE 1,440,000 1,140,000
— HK Dollars —BTT 700,000 320,000
— US Dollars -7 56,670 23,580
(©) Key management personnel remuneration ) MHEREEEALHE
Key management personnel are those persons holding BREREEALARESERE
positions with authority and responsibility for planning, SEET 8 BERIEHIARE
directing and controlling the activities of the Group, EENERE ) KRB AR B R
directly or indirectly, including the Group’s directors. Key AT BEAEEESREAN-
management personnel remuneration are as follows: FAREEEATHOMSET ¢
Six months ended 30 June
BEARA=1+THLEXMEA
2011 2010
—EB——F —E-TF
RMB’000 RMB’000
ARET T AREFTT
Directors’ fees =ik 282 242
Salaries, allowances and e - R
benefits in kind NEWiER| 4,713 3,205
Contributions to retirement RIRERFTBIEFR
benefit schemes 26 24
Discretionary bonuses E)IEIEAL 2,721 8,048
Share-based payments VARG (7 B ERERY SR 342 693
8,084 12,212
25 SUBSEQUENT EVENTS 25 HEEE
On 26 August 2011, the directors proposed a bonus issue. RZZFE—FN\AZ+"8 EF&
Further details are disclosed in Note 21(b). RALARERAT o E— D EFBERMIEE21(b)

WEE -
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REVIEW OF THE INTERIM REPORT

The Group’s interim report for the six months ended 30 June 2011
has not been audited but has been reviewed by the audit committee
of the Board and auditors of the Company, KPMG.

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

As at 30 June 2011, 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 “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 for Securities Transactions by Directors of Listed Companies
(the “Model Code”) contained in Appendix 10 to the Listing Rules
were as follows:

FB P WS

AEBHE—_FT——FRNA=THILAE
AzHHHmET REEZ  EEAARA
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FHEME RSP o
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Other Information

1.

Interests in the Company

Approximate percentage
of issued share capital
of the Company (%)

Number of shares EARRATEBITRA
BB ZBA B DL (%)

Long Short Long Short
Name of Director  Nature of interest positions positions positions positions
EEnE EEME #E B HE KB
Mr. XU Jihua* Corporate 593,000,000 (Note 1) Nil 57.2 Nil
REERE NG| 593,000,000 (Fft&E1) = 57.2 £
Ms. WANG Jianfei Beneficial Owner 50,000,000 (Note 2) Nil 4.8 Nil
EFRIRL L BEHEEAA 50,000,000 (Hf{7F 2) = 4.8 i
Mr. WENG Li Beneficial Owner 3,000,000 (Note 3) Nil 0.3 Nil
fUkE EmEAA 3,000,000 (Pf3E3) = 0.3 =
Ms. LIU Xiaomei Beneficial Owner 600,000 (Note 4) Nil 0.1 Nil
ZlEilg Lt BHEEAA 600,000 (Ffi7E 4) i 0.1 m
Notes: PEE
1. The Shares are held directly by Fortune Pearl International 1. &% % W& {5 HFortune Pearl

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.

Ms. WANG holds 15,000,000 Shares and the remaining
Shares are held under the trust scheme adopted by Fortune
Pearl on 13 June 2009 (the “Trust Scheme”).

Mr. WENG holds 900,000 Shares and the remaining Shares
are held under the Trust Scheme.

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.
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H&#

Interests in associated corporations

Name of
Name of associated
Director corporations Capacity
EEpA HESEE AR 14
Mr. XU Jihua Fortune Pearl Beneficial owner
REELE Fortune Pearl EnEEA

Save as disclosed above, as at 30 June 2011, 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.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN THE SHARE CAPITAL OF THE
COMPANY

As at 30 June 2011, 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:—

2. RAEBOEE R
Number of Percentage of

shares issued shares (%)
BEE ERITROE DL (%)
1 100
1 100

B EXXCRIEEN  RZTE——F R

A=1H  ARAEFAZSTHA
BRI EN AR E R EA A HE X
(EEREHFMIMEEXVED) 2B -
ERERR D HEFTHE (a) RIEBEFEF N
HIEGRPIEXVEBRT7 RE DR AME
RRAT R (BREREFRIER S
REIGROIA BRI E (FRARIER
Bz EmfORR) ¢ 2(b) BE MR
R P55 352 1615 E B RCE M A R A7
FERCMA + 2 (o) RIBFLESTRIZEA
SANRA R s SRR ©

FERRRADBAREAP 2 EBR KR

RoF——#XA=+A - FHAL(BA
AREEREBTRARIN NAAAZR
B RAMRAT - AHREESRME R
bI%E 336 (51 B 2 M B R M ATIC e 2 2t
Rsh : —
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Other Information

Hit &R
Ordinary shares of HK$0.10 each of the Company ARAREFREEO.10E Tz LAk
Approximate percentage
of issued share capital
of the Company (%)
Number of shares EARRATEBITRAR
RHEHER ZBA B DL (%)
Long Short Long Short
Name of shareholder positions positions positions positions
RERM A L3} RE HE KB
Fortune Pearl (Note 1) 593,000,000 Nil 57.2 Nil
Fortune Pearl (Fff7E1) 593,000,000 i 57.2 £
Equity Trust (HK) Limited (Note 2) 109,900,000 Nil 10.6 Nil
BIEEERE (F8) BRAF (MiF2) 109,900,000 = 10.6 =
Mr. XU Da (Note 3) 100,000,000 Nil 9.6 Nil
fRERAE (H5E3) 100,000,000 i 9.6 s
Mr. CHEAH Cheng Hye (Note 4, 6) 73,738,000 Nil 7.1 Nil
B EEAE (T4 - 6) 73,738,000 i 7.1 £
Ms. TO Han Yin (Note 4) 73,738,000 Nil 74 Nil
M98 2+ (fiFE4) 73,738,000 i 7.1 i
Heng Seng Bank Trustee 73,738,000 Nil 74 Nil
International Limited
(“HSBTIL”") (Note 4)
EERITEEBRER AR 73,738,000 it 7.1 i
(MBAEEFED (KMiEE4)
Cheah Company Limited (“CCL”) (Note 5) 73,738,000 Nil 71 Nil
Cheah Company Limited ([CCL) (Ft3+5) 73,738,000 i 71 =
Cheah Capital Management 73,738,000 Nil 74 Nil
Limited (“CCML”) (Note 6)
Cheah Capital Management 73,738,000 it 7.1 i
Limited (CCMLJ) (H{z£6)
Value Partners Group Limited 73,738,000 Nil 71 Nil
(“VPG”) (Note 7)
Value Partners Group Limited 73,738,000 i 7.1 i
(VPG (K5t 7)
Value Partners Limited (“VPL”) 783,738,000 Nil 7.1 Nil
Value Partners Limited ([VPL]) 73,738,000 i 7.1 i
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Notes:
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 109,900,000 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 holds 30,000,000 Shares, and the remaining Shares are
held under the Trust Scheme.

4. HSBTIL holds 100.00% direct interest in CCL and is accordingly
deemed to have an interest in the Shares in which CCL is deemed
to be interested, HSBTIL is a company incorporated in Bahamas,
a trustee for a discretionary trust, the discretionary objects of
which include Mr. CHEAH Cheng Hye and certain members of his
family. Ms. TO Hau Yin is the spouse of Mr. CHEAH Cheng Hye.

5. CCL holds 100.00% direct interest in CCML and is accordingly
deemed to have an interest in the Shares in which CCML is
deemed to be interested.

6. CCML and Mr. CHEAH Cheng Hye hold 28.69% and 31.96%
direct interest in VPG, respectively and are accordingly deemed
to have an interest in the Shares in which VPG is deemed to be
interested.

7. VPG holds 100.00% direct interest in VPL and is accordingly
deemed to have an interest in the Shares held by VPL.

Save as disclosed above, as at 30 June 2011, 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.

Fortune Pearl RIg T ELEZEHA ©
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MRz d -~ RIESLE - S E - 2IAE L
EREBD L) MFEAER RS
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R % A #57 30,000,000 AR AR 1 T 84 T A%
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{84 {27545 % CCL 100.00% B
IR B CCLIAR B A =M H
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SFMKYMAR) A—HEREETLNTZ
A MZEETNZEAREHEEL
EREETREKE - HHBL L A#HE
I ER RS o
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RAEEERNORG P EGER -

VPG VPL 100.00% B E#EZ - FItE
BRVPLEGMR DR HEEEE °

BREXPHEEN R_F——F KA
=tH #MBEEFNAL(TEEARRES
ERHTHAR) MIEARRBERARFR
R T - BEREZES RHERK
IS XVEREE 2 M6 30 B0 A RE GRS » AR
NREBRZREIORE  KARERZF N
HIERPIZE 336 IRFCEM AR BIFEZERC
iz sk E -

Interim Report 2011 =& ——Fhifisks _



Other Information

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than the Pre-IPO Share Option Scheme and the Share Option
Scheme detailed in note 20 to the unaudited interim financial report,
at no time during the period ended 30 June 2011 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 granted under the Pre-IPO Share Option
Scheme) to subscribe for 600,000 Shares, 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.

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.
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Save for the options which have been granted under the Pre-IPO BRIBEE AN ARESRBRETSERE
Share Option Scheme, no further options will be offered or granted MERFESS BT e2RIEH XN AREER
under the Pre-IPO Share Option Scheme, as the right to do so IR — S H PR DA RE -
has been terminated upon the listing of the Shares on the Stock ZEFBERART RO EB T EmiE

Exchange. 4 F o
Set out below is further information on the outstanding options MAREBE  BIESXAFHEERNER
granted under the Pre-IPO Share Option Scheme as at the date of HETE M RITENE R HNERENE—F
this report: SEIBEEAINT -
Approximate
Number of options Outstanding  percentage
BREZE as at of issued
30 June share capital
Granted at Exercised Lapsed Cancelled 2011 of the
31 December 2010 during during during R=Z——%  Company
R=Z—Z%  theperiod theperiod the period ~A NG
Name +=ZA=1+-H Rk RER RER =1+H EBRITREHN
#E By 1 X% e HARITE  BNEIH
%
Director =
LIU Xiaomei gl 600,000 - - - 600,000 0.06
Employees Es 7,400,000 (60,000) (140,000 ~ 7,200,000 0.69
8,000,000 (60,000) (140,000) - 7,800,000 0.75
Notes: PitsE
1. Each option granted under the Pre-IPO Share Option Scheme 1. SHRBEXARBERIERETEImE
has a vesting period of one to three years commencing from EHERESBERA—E=F(HRNHK
3 July 2009, being the listing date of the Shares on the Stock BT FT BT NAF L A=HE
Exchange. The Company has no legal or constructive obligation to ) e RARWMETESEERME - UB
repurchase or settle the option in cash. SR LB IERE -
2. All options under the Pre-IPO Option Scheme were granted on 12 2. BRAFREENERESZETOMBEE
June 2009 at an exercise price of HK$2.52 per Share. EHER —EENENA+-RIREKR2.52

AITITTEERS -
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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
o 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.

m China Qinfa Group Limited FERZE#&EEAR QT

3.  BHRBREBAERAFESENERETSIER

THREREOZARA 61

@ BLTR#MHAFZARLATE
BRERBEMAD Z2=1

b BLmR#RMASZARERTE
BRiEREMASZ=T R

© EBELTEER=AFZBRITRE
BiigERBmE s 20+ -

RIBERAFEEANBRESIRONGE
PR R AR ETRA [ —BABREEER
BIEE -

BAZBERNE2HAER :

o EEMPOITRE - FF3.029% ;

o TERIRERIE—56% : &

e FEAIKRBWGZER -BF1.50% °
BIELR I —EXNERETERR | N
ABE AEDHBBIZZEZNF XA
F+TZR)HMARTENERELAAES
7,649,893 7T, ©

“IEABREEBEL | R B RE
“fﬁfﬁﬁﬁ: EZEREFEBEREAR
BENERETEREATRASERAES-
BREEBEIURNREBONE TREMmZE
HEEE - R AERNEMESn] Y
BEEAREMEENEATE -



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, the Company and to enable
the 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 day; (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 2011.

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

During the six months ended 30 June 2011, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any listed
securities of the Company.
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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 Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) throughout the six months ended
30 June 2011.

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 2011.
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