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CORPORATE PROFILE

SHOUGANG FUSHAN RESOURCES GROUP LIMITED
is one of the most sizable integrated coking coal corporations in
CENTRAL-WESTERN CHINA.

Taking Shanxi Province as its major investment base, it is principally
engaged in MINING OF COKING COAL, PRODUCTION
AND SALES OF RAW AND CLEAN COKING COAL.

The Group has three premium operating coking coal mines and three
coal preparation plants.
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DIRECTORS’ BIOGRAPHIES

Mr. Li Shaofeng, aged 48, holds a bachelor degree in Automation from University of Science and Technology
Beijing. Mr. Li was appointed an Executive Director and the Chairman of the Company in October 2011
and is the chairman of each of the Executive Committee and the Nomination Committee and a member
of the Remuneration Committee of the Company. He joined Shougang Corporation, the ultimate holding
company of Shougang Holding (Hong Kong) Limited (“Shougang Holding”), in 1989 and is the vice chairman
and managing director of Shougang Holding, the managing director of Shougang Concord International
Enterprises Company Limited (“Shougang International”) and a director of each of Ultimate Capital Limited
(“Ultimate Capital”) and Fine Power Group Limited (“Fine Power”). Each of Shougang Holding, Shougang
International, Ultimate Capital and Fine Power is a substantial shareholder of the Company within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFQO”). Mr. Li is the chairman of each of
Shougang Concord Grand (Group) Limited (“Shougang Grand”), Global Digital Creations Holdings Limited
(“GDC”) and Shougang Concord Century Holdings Limited (“Shougang Century”), and an executive director
of BeijingWest Industries International Limited. He is also a non-executive director of China Dynamics
(Holdings) Limited (formerly known as Sinocop Resources (Holdings) Limited) (“China Dynamics”), a Hong
Kong listed company. Mr. Li is a non-executive director of Mount Gibson Iron Limited, a company listed on
the Australian Securities Exchange. He was an executive director and the chairman of Shougang Concord
Technology Holdings Limited (“Shougang Technology”) from May 2010 to March 2014, and a non-executive
director and the chairman of Shougang Technology from March 2014 to December 2014. Mr. Li has extensive
experience in management of, and investments in, listed companies, sino-foreign joint ventures and steel

industry.

A service contract was entered into between Mr. Li and a wholly-owned subsidiary of the Company
commencing on 20 October 2011. Under the service contract, Mr. Li is entitled to a monthly salary of
HK$350,000 or such other salary and discretionary bonus as may be determined by the board of directors
of the Company (the “Board”) from time to time. For the financial year ended 31 December 2014, Mr. Li’s
monthly salary is HK$450,000. Such salary was determined with reference to the then prevailing market
conditions as well as Mr. Li’s individual performance.
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DIRECTORS' BIOGRAPHIES

Mr. Ding Rucai, aged 50, senior engineer in professor grade. He was graduated from the School of
Metallurgical and Ecological Engineering of the University of Science and Technology Beijing with a master
degree in ferrous metallurgy. Thereafter, he studied senior business administration in The University of
Warwick, United Kingdom. Mr. Ding obtained a doctor of philosophy in ferrous metallurgy from the School
of Metallurgical and Ecological Engineering of the University of Science and Technology Beijing. He has
acted as deputy general manager of the Company from August 2014. Mr. Ding was appointed an Executive
Director and the Vice-chairman and Managing Director of the Company in September 2014 and is a member
of the Executive Committee of the Company. He joined Shougang Corporation, the ultimate holding company
of Shougang Holding, in 1989 and thereafter held various senior positions in the groups of Shougang
Corporation and Shougang International. Mr. Ding is an executive director and the deputy managing director
of Shougang International, a director and deputy managing director of Shougang Holding and a director
of each of Ultimate Capital and Fine Power. Each of Shougang International, Shougang Holding, Ultimate
Capital and Fine Power is a substantial shareholder of the Company within the meaning of Part XV of the
SFO. He has extensive experience in production management of steel industry, project management, import

of iron ore, import trading of coking coal resources and shipping management.

A service contract was entered into between Mr. Ding and a wholly-owned subsidiary of the Company
commencing on 1 September 2014. Under the service contract, Mr. Ding is entitled to a monthly salary of
HK$260,000 or such other salary and discretionary bonus as may be determined by the Board from time to
time. For the period from 1 September 2014 (the date of appointment of Mr. Ding as an Executive Director of
the Company) to 31 December 2014, Mr. Ding’s monthly salary is HK$260,000. Such salary was determined
with reference to the then prevailing market conditions as well as Mr. Ding’s individual performance.

Mr. Wong Lik Ping, aged 54. Mr. Wong was appointed an Executive Director and the Chairman of the
Company in September 2001 and was re-designated as the Vice-chairman of the Company in March 2009.
He is a member of each of the Executive Committee and the Nomination Committee of the Company.
Mr. Wong is the chairman and an executive director of each of Theme International Holdings Limited (“Theme
International”’) and PME Group Limited, both are listed companies in Hong Kong. He is also a member of
The National Committee of the Chinese People’s Political Consultative Conference. Mr. Wong has extensive
experience in trading business, financial industry and investments in a wide range of businesses including
mine industry in the People’s Republic of China (the “PRC”).

A service contract was entered into between Mr. Wong and a wholly-owned subsidiary of the Company
commencing on 1 January 2010. Under the service contract, Mr. Wong is entitled to a monthly salary of
HK$350,000 or such higher salary and discretionary bonus as may be determined by the Board from time to
time. For the financial year ended 31 December 2014, Mr. Wong’s monthly salary is HK$350,000. Such salary
was determined with reference to the then prevailing market conditions as well as Mr. Wong’s individual

performance.
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DIRECTORS’ BIOGRAPHIES

Mr. So Kwok Hoo, aged 61, holds bachelor degrees in applied science with major in chemical engineering
and business administration in Canada. Mr. So was appointed an Executive Director of the Company in
March 1998 and was re-designated as a Deputy Managing Director of the Company in January 2010. He is a
member of the Executive Committee of the Company. Mr. So is a non-executive director of APAC Resources
Limited, a listed company in Hong Kong. He has extensive experience in marketing of electrochemical and

industrial products sales in Asia Pacific Region together with property investment experience in Hong Kong.

A service contract was entered into between Mr. So and a wholly-owned subsidiary of the Company
commencing on 1 January 2010. Under the service contract, Mr. So is entitled to a monthly salary of
HK$250,000 or such higher salary and discretionary bonus as may be determined by the Board from time
to time. For the financial year ended 31 December 2014, Mr. So’s monthly salary is HK$250,000. Such
salary was determined with reference to the then prevailing market conditions as well as Mr. So’s individual

performance.

Mr. Chen Zhaogiang, aged 47, graduated from Jiaozuo Mining Institute with a bachelor degree majoring
in mining engineering and obtained a master degree in management science from Huazhong University of
Science & Technology and a finance executive masters of business administration degree from Shanghai
Advanced Institute of Finance of Shanghai Jiao Tong University. Mr. Chen was appointed an Executive
Director and Deputy Managing Director of the Company in January 2010. He is also a member of the
Executive Committee of the Company. Mr. Chen had engaged in many important posts in coal mining
industry, including in Pingdingshan Coal Co. Ltd., Henan Pingbao Coal Co. Ltd., and Henan Company for
Coal Seam Gas Development & Application. He has extensive experience in coal mining industry including
in the areas of production safety management for coal mining, purchase and logistics management, mineral

resources development and coal trading.

A service contract was entered into between Mr. Chen and a wholly-owned subsidiary of the Company
commencing on 1 January 2010. Under the service contract, Mr. Chen is entitled to a monthly salary of
HK$220,000 or such higher salary and discretionary bonus as may be determined by the Board from time
to time. For the financial year ended 31 December 2014, Mr. Chen’s monthly salary is HK$220,000 and
his discretionary bonus is HK$440,000. Such salary and bonus were determined with reference to the then
prevailing market conditions, the performance of the Company as well as Mr. Chen’s individual performance.
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DIRECTORS’ BIOGRAPHIES

Mr. Liu Qingshan, aged 56, graduated from Shanxi University of Finance and Economics Department of
Accounting and obtained a master of business administration from Capital University of Economics and
Business. Mr. Liu was appointed an Executive Director of the Company in November 2008 and was re-
designated as a Deputy Managing Director of the Company in January 2010. He is a member of the Executive
Committee of the Company. Before joining the Group, Mr. Liu worked as chief financial controller in Fortune
Dragon Group Limited and in other sizable energy resources companies in the PRC. He has extensive
experience in the fields of accounting and finance in the mining industry in the PRC.

A service contract was entered into between Mr. Liu and a wholly-owned subsidiary of the Company
commencing on 1 January 2010. Under the service contract, Mr. Liu is entitled to a monthly salary of
HK$200,000 or such higher salary and discretionary bonus as may be determined by the Board from time
to time. For the financial year ended 31 December 2014, Mr. Liu’s monthly salary is HK$200,000 and his
discretionary bonus is HK$400,000. Such salary and bonus were determined with reference to the then

prevailing market conditions, the performance of the Company as well as Mr. Liu’s individual performance.

Mr. Leung Shun Sang, Tony, aged 72, holds a bachelor degree of commerce from The Chinese University of
Hong Kong and a master degree in business administration from New York State University. Mr. Leung was
appointed a Non-executive Director of the Company in March 2009 and is a member of the Remuneration
Committee of the Company. He is a non-executive director of Shougang International, a substantial
shareholder of the Company within the meaning of Part XV of the SFO. Mr. Leung is also a non-executive
director of each of Shougang Century, Shougang Technology, Shougang Grand and GDC. Mr. Leung had
worked in Citibank N.A. and W.I. Carr Sons & Co. (Overseas) in his early years and he was the managing
director of CEF Group. He has over 40 years of experience in securities and banking business, investment,
financial markets, corporate strategy and corporate management.

An engagement letter was entered into with Mr. Leung for a term of three years commencing on 1 January
2013. Under the engagement letter, Mr. Leung is entitled to a director's fee as may be determined by the
Board from time to time. For the financial year ended 31 December 2014, the director’s fee of Mr. Leung
is HK$420,000. For the financial year ending 31 December 2015, the director’s fee of Mr. Leung will be
HK$420,000 for a full year which will be paid in proportion to the actual length of services provided by
Mr. Leung. Such director’s fees were determined with reference to Mr. Leung’s experience and duties as well
as the then prevailing market conditions.
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DIRECTORS’ BIOGRAPHIES

Mr. Zhang Yaoping, aged 47, attended Party School of the Central Committee of C.P.C. in the PRC where
he studied economic management. Mr. Zhang was appointed a Non-executive Director of the Company in
January 2010. He was an officer of the board of directors’ office of a coal mining company in Shanxi Province,
the PRC and currently is the chairman of board of secretary as well as a member of the board of directors
and the vice president of administration of such company. Mr. Zhang has extensive experience in the field of
energy resources industries and steel trading in the PRC.

An engagement letter was entered into with Mr. Zhang for a term of three years commencing on 1 January
2013. Under the engagement letter, Mr. Zhang is entitled to a director’'s fee as may be determined by the
Board from time to time. For the financial year ended 31 December 2014, the director’s fee of Mr. Zhang
is HK$420,000. For the financial year ending 31 December 2015, the director’s fee of Mr. Zhang will be
HK$420,000 for a full year which will be paid in proportion to the actual length of services provided by
Mr. Zhang. Such director’s fees were determined with reference to Mr. Zhang’s experience and duties as well
as the then prevailing market conditions.

Mr. Xiang Xu Jia, aged 45, graduated from the Department of Information Science and Electronic
Engineering of Zhejiang University with a bachelor degree in electrical engineering. He obtained a master
of laws degrees from Southwest University of Political Science and Law. Mr. Xiang was appointed a Non-
executive Director of the Company in September 2013. He is the general manager of the asset management
center of Funde Sino Life Insurance Co., Ltd. (formerly known as Sino Life Insurance Co., Ltd.) (“Funde
Sino Life”), a director of each of Life Insurance Assets Management Co., Ltd., Funde Asset Management
(Hong Kong) Company Limited (formerly known as Sino-Life Asset Management (Hong Kong) Company
Limited) and Fund Resources Investment Holding Group Company Limited. Funde Sino Life is a substantial
shareholder of the Company within the meaning of Part XV of the SFO. Mr. Xiang was qualified as a lawyer
in the PRC and had been a practicing lawyer for over 7 years. He has extensive experiences in securities and

finance, corporate governance and risk management.

An engagement letter was entered into with Mr. Xiang for a term commencing on 1 September 2013 and
expiring on 31 December 2015. Under the engagement letter, Mr. Xiang is entitled to a director’s fee as
may be determined by the Board from time to time. For the financial year ended 31 December 2014, the
director’s fee of Mr. Xiang is HK$420,000. For the financial year ending 31 December 2015, the director’s fee
of Mr. Xiang will be HK$420,000 for a full year which will be paid in proportion to the actual length of services
provided by Mr. Xiang. Such director’s fees were determined with reference to Mr. Xiang’s experience and
duties as well as the then prevailing market conditions.
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DIRECTORS’ BIOGRAPHIES

Mr. Kee Wah Sze, aged 67, holds a Master Degree in Chinese and Comparative Law from the City University
of Hong Kong and a Master Degree in Law from the People’s University of the PRC. Mr. Kee was appointed
an Independent Non-executive Director of the Company in April 1997 and is a member of each of the Audit
Committee, the Nomination Committee and the Remuneration Committee of the Company. He is also an
independent non-executive director of Theme International, a listed company in Hong Kong. Mr. Kee was an
executive director of Goldbond Group Holdings Limited, a listed company in Hong Kong, during the period
from January 2003 to December 2012. He is a partner of Messrs. Michael Cheuk, Wong & Kee and has been
a practicing solicitor in Hong Kong for over 30 years specialized in both the commercial and conveyancing
fields. Mr. Kee is a Notary Public of Hong Kong and a China Appointed Attesting Officer.

An engagement letter was entered into with Mr. Kee for a term of three years commencing on 1 January 2013.
Under the engagement letter, Mr. Kee is entitled to a director's fee as may be determined by the Board from
time to time. For the financial year ended 31 December 2014, the director’s fee of Mr. Kee is HK$420,000.
For the financial year ending 31 December 2015, the director’s fee of Mr. Kee will be HK$420,000 for a full
year which will be paid in proportion to the actual length of services provided by Mr. Kee. Such director’s
fees were determined with reference to Mr. Kee’s experience and duties as well as the then prevailing market

conditions.

Mr. Choi Wai Yin, aged 56, holds a Master Degree of Science in Finance from the City University of Hong
Kong, a Bachelor Degree in Business Administration from The Chinese University of Hong Kong and a
Bachelor Degree in Law from the Peking University. Mr. Choi was appointed an Independent Non-executive
Director of the Company in July 2004 and is the Chairman of the Audit Committee and a member of each
of the Nomination Committee and the Remuneration Committee of the Company. He was also appointed an
executive director of a company which is the investment manager of a Hong Kong listed company. Mr. Choi is
an investment adviser registered under the SFO. He has over 25 years of experience in the fields of finance

and fund management.

An engagement letter was entered into with Mr. Choi for a term of three years commencing on 1 January
2013. Under the engagement letter, Mr. Choi is entitled to a director's fee as may be determined by the
Board from time to time. For the financial year ended 31 December 2014, the director’s fee of Mr. Choi
is HK$420,000. For the financial year ending 31 December 2015, the director’s fee of Mr. Choi will be
HK$420,000 for a full year which will be paid in proportion to the actual length of services provided by
Mr. Choi. Such director’s fees were determined with reference to Mr. Choi’s experience and duties as well as
the then prevailing market conditions.
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DIRECTORS’ BIOGRAPHIES

Mr. Chan Pat Lam, aged 66. Mr. Chan was appointed an Independent Non-executive Director of the
Company in December 2004 and is a member of each of the Audit Committee, the Nomination Committee
and the Remuneration Committee of the Company. He is also an independent non-executive director of
Theme International, a listed company in Hong Kong. Currently, Mr. Chan is the consultant of a private
company, which is engaged in acting as an international container shipping agency in the Western region of
Pearl River Delta. He is also the business advisor of a commercial bank in Macau and a partner of another
private company which is engaged in trading and wholesaling of grocery items. Mr. Chan has over 35 years
of experience in the field of international banking industry in Hong Kong, Macau and California.

An engagement letter was entered into with Mr. Chan for a term of three years commencing on 1 January
2013. Under the engagement letter, Mr. Chan is entitled to a director's fee as may be determined by the
Board from time to time. For the financial year ended 31 December 2014, the director’s fee of Mr. Chan
is HK$420,000. For the financial year ending 31 December 2015, the director’s fee of Mr. Chan will be
HK$420,000 for a full year which will be paid in proportion to the actual length of services provided by
Mr. Chan. Such director’s fees were determined with reference to Mr. Chan’s experience and duties as well
as the then prevailing market conditions.

Mr. Chan Chung Chun, aged 55, holds a Bachelor Degree in Commerce from James Cook University of
North Queensland and a Master Degree in Commerce from University of New South Wales in Australia.
Mr. Chan is a fellow member of The Hong Kong Institute of Certified Public Accountants and an associate
member of The Australian Society of Certified Practising Accountants. He was appointed an Independent
Non-executive Director of the Company in July 2012 and is the chairman of the Remuneration Committee and
a member of each of the Audit Committee and the Nomination Committee of the Company. Mr. Chan is also
an independent non-executive director of each of Shougang Century and GDC. Currently, he is the deputy
chairman and executive director of China Dynamics, a listed company in Hong Kong. Mr. Chan had worked for
the audit department of Ernst & Young for about 7 years and has extensive experience in the accounting and
commercial fields, particularly in the manufacturing, marketing and retailing of consumer products in Hong
Kong and the PRC.

An engagement letter was entered into with Mr. Chan for a term of three years commencing on 1 January
2013. Under the engagement letter, Mr. Chan is entitled to a director's fee as may be determined by the
Board from time to time. For the financial year ended 31 December 2014, the director’s fee of Mr. Chan
is HK$420,000. For the financial year ending 31 December 2015, the director’s fee of Mr. Chan will be
HK$420,000 for a full year which will be paid in proportion to the actual length of services provided by
Mr. Chan. Such director’s fees were determined with reference to Mr. Chan’s experience and duties as well
as the then prevailing market conditions.
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DIRECTORS’ BIOGRAPHIES

Mr. Japhet Sebastian Law, aged 63, graduated from the University of Texas at Austin with a doctor of
philosophy degree in mechanical/industrial engineering in 1976. Mr. Law was appointed an Independent Non-
executive Director of the Company in September 2013 and is a member of each of the Audit Committee,
the Nomination Committee and the Remuneration Committee of the Company. He joined The Chinese
University of Hong Kong in 1986 and retired in August 2012. Before retirement, Mr. Law was a professor in the
Department of Decision Sciences and Managerial Economics. He was the associate dean and subsequently
the dean of the Faculty of Business Administration of The Chinese University of Hong Kong from 1993 until
2002. Prior to returning to Hong Kong, Mr. Law was a director of Operations Research at the Cullen College
of Engineering and a director of Graduate Studies in Industrial Engineering at the University of Houston and
was also involved with the U.S. Space Program in his career with McDonnell Douglas and Ford Aerospace
in the United States. He acts as a consultant for various corporations in Hong Kong and overseas. Mr. Law
is active in public services and serves as a member of the Provisional Regional Council of the Hong Kong
SAR Government and various other committees. He is active on the boards of profit, non-profit and charitable
organisations in Hong Kong and overseas. Mr. Law currently serves as an independent non-executive director
of each of GDC, Tianjin Port Development Holdings Limited, Beijing Capital International Airport Company
Limited, Binhai Investment Company Limited, Regal Hotels International Holdings Limited, Tianjin Binhai
Teda Logistics (Group) Corporation Limited and Shanghai La Chapelle Fashion Co., Ltd., all of which are
listed companies in Hong Kong. He was an independent non-executive director of Cypress Jade Agricultural
Holdings Limited, a listed company in Hong Kong, during the period from December 2011 to July 2013.

An engagement letter was entered into with Mr. Law for a term commencing on 1 September 2013 and
expiring on 31 December 2015. Under the engagement letter, Mr. Law is entitled to a director’s fee as may
be determined by the Board from time to time. For the financial year ended 31 December 2014, the director’s
fee of Mr. Law is HK$420,000. For the financial year ending 31 December 2015, the director’s fee of Mr. Law
will be HK$420,000 for a full year which will be paid in proportion to the actual length of services provided by
Mr. Law. Such director’s fees were determined with reference to Mr. Law’s experience and duties as well as
the then prevailing market conditions.
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MAIN OPERATIONAL STRUCTURE

THE MAIN OPERATIONAL STRUCTURE OF THE GROUP AS AT 31 DECEMBER 2014 WAS AS

FOLLOWS:

Offshore

100%

Thechoice
Finance (HK)
Ltd.

Hong Kong

PRC 65%

Shanxi Liulin
Xingwu Coal
Co., Ltd.
(“Xingwu Coal Mine”)
(Coking Coal Mine and
Coal Preparation Plant)

* The unofficial English translation

100%

100%

Worldman

Industrial (HK)

Ltd.

65%

Shanxi Liulin
Jinjiazhuang
Coal Co., Ltd.
(“Jinjiazhuang Coal Mine”)
(Coking Coal Mine and
Coal Preparation Plant)

35%

The Company

(Stock Code: 639.HK)

100% 100% 100%
:,rlldg Benefit
Ltd Rich Ltd.
15.02%
Mount Gibson
Iron Ltd.
(stock code: MGX.AX)

100% 100% 15.60%
Gumpert . APAC
Industries 26.61% Resources Ltd.
(H K) Ltd (stock code: 1104.HK)

95% 94.17%

Shanxi Liulin

Zhaiyadi Coal
Co., Ltd.
(“Zhaiyadi Coal Mine”)

(Coking Coal Mine and
Coal Preparation Plant)

65%

Liulin Luenshan
Coking
Co., Ltd.*

is for identification purpose only.

ANNUAL REPORT 2014 1



FINANCIAL HIGHLIGHTS

For the year ended 31 December Percentage
(HK$’000) 2012 2013 2014 change
Revenue 5,650,590 4,268,232 3,254,861 -24%
Gross profit 3,585,802 2,173,016 1,304,153 -40%
Gross profit margin 63% 51% 40%
Non-cash impairment loss on goodwill - - (823,964)
Before non-cash impairment loss on
goodwill:
Operating profit 2,975,573 1,829,895 739,753 -60%
Profit for the year 2,150,240 1,299,239 463,032 -64%
Profit attributable to owners of the
Company (“Owners”) 1,800,367 1,115,066 398,662 -64%
After non-cash impairment loss on goodwill:
Operating profit/(loss) 2,975,573 1,829,895 (84,211)
Profit/(Loss) for the year 2,150,240 1,299,239 (360,932)
Profit/(Loss) attributable to Owners 1,800,367 1,115,066 (425,302)
EBITDA! 3,504,439 2,395,667 1,270,346 -47%
Basic earnings/(loss) per share (HK cents) 33.80 21.03 (8.02)
Dividend per share (HK cents) 15 10.5 3.7 -65%
— Interim (HK cents) 5 2.7 1.0 -63%
— Final (Proposed) (HK cents) 10 7.8 2.7 -65%
As at 31 December Percentage
(HK$’000) 2012 2013 2014 change
Total assets 26,820,521 26,870,908 23,999,978 -11%
of which: Cash and cash equivalents and
time deposits with original
maturity over three months 4,674,014 5,588,217 5,403,386 -3%
Unpledged bill receivables 1,165,620 854,801 990,566 +16%
Total liabilities (5,958,538) (5,211,743) (4,430,378) -15%
of which: Total borrowings (1,075,448) (580,009) (73,899) -87%
Total borrowings (exclusive of
asset-backed financing) (197,160) (2,286) - -100%
Gearing ratio? 5.16% 2.68% 0.38% -86%
Adjusted gearing ratio® 0.95% 0.01% 0.00% -100%
Total equity 20,861,983 21,659,165 19,569,600 -10%
of which: Equity attributable to Owners 19,223,684 19,927,383 17,926,535 -10%
Net assets per share attributable
to Owners (HK$) 3.63 3.76 3.38 -10%

Notes:

12
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Gearing ratio is computed from total borrowings divided by total equity.

EBITDA is defined as operating profit/(loss) plus impairment loss on goodwill, depreciation and amortisation.

Adjusted gearing ratio is computed from total borrowings (exclusive of asset-backed financing) divided by total equity.




FINANCIAL HIGHLIGHTS

PROFIT & LOSS SUMMARY

Revenue Gross profit
HK$'000 HK$'000
5,650,590
6,000,000 ! !
4,000,000 3,585,802
5,000,000 4,268,232
3,000,000
4,000,000 ‘3,254,861
2,173,016
3,000,000 2,000,000 ‘
1,304,153
2,000,000
1,000,000
1,000,000
0 0
2012 2013 2014 2012 2013 2014
Before non-cash impairment loss on goodwill:
Profit for the year Profit attributable to Owners
HK$'000 HK$'000
2,500,000 2,000,000
2,150,240 1,800,367
2,000,000 1,500,000
1,500,000 1,299,239 1,115,066
‘ 1,000,000 ‘
1,000,000
463,032 500,000 398,662
500,000
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Net assets Adjusted gearing ratio & current ratio
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%
25,000,000 21,659,165 4.0 3.55 4
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0.95%
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5000000 B B e Adjusted gearing ratio
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OPERATING MINES

XINGWU COAL MINE

6 km south of Liulin County and the mining right area
extended over 11.6 sq. km and spans 4.5 km east to west
and 4.5 km north to south

Operation commenced in 1968

Annual designed raw coking coal production capacity:
2.1 million tonnes

Operate a coal preparation plant with annual designed
input processing capacity of 1.2 million tonnes (put into

operation in October 2002)

Mainly production of hard coking coal

JINJIAZHUANG COAL MINE

14 km south of Liulin County and the mining right area
extended over 6.35 sq. km and spans 6.8 km east to west
and 3.4 km north to south

Operation commenced in 1996

Annual designed raw coking coal production capacity:
2.1 million tonnes

Operate a coal preparation plant with annual designed
input processing capacity of 3.0 million tonnes (put into

operation in June 2009)

Mainly production of hard coking coal

ZHAIYADI COAL MINE

14

16 km southwest of Liulin County and the mining right
area extended over 13.9 sq. km and spans 5.5 km east to
west and 5.0 km north to south

Operation commenced in 1988

Annual designed raw coking coal production capacity:
2.1 million tonnes

Operate a coal preparation plant with annual designed
input processing capacity of 2.1 million tonnes (put into

operation in the 4th quarter of 2010)

Mainly production of semi-hard coking coal

SHOUGANG FUSHAN RESOURCES GROUP LIMITED




OPERATING MINES

COAL CHARACTERISTICS

[ | Located within the Lishi-Liulin mining area of Hedong coalfield, one of China’s key reserve areas for

high-quality hard coking coal.

| Regarded as “panda coal” because of its scarcity and high economic value.

] The Group’s coking coal is of particularly good quality due to its high calorific value and caking index

but low ash and sulfur content, characteristics that are highly desirable for coke and steel making.

Operating Mines

Coal Quality Characteristic Basic Xingwu Jinjiazhuang Zhaiyadi
Seam No. 4 No. 5 No. 3 No. 4 No. 9
Moisture (%) Ad 0.9 0.3 0.6 0.7 0.7
Ash (%) D 11.3 10.1 6.3 11.0 10.4
Sulfur Total (%) D 0.36 0.85 0.32 0.47 1.65
Volatile Matter (%) Daf 21.6 23.4 21.3 22.4 18.7
Fixed Carbon (%) Ad 68.6 67.0 73.1 68.4 72.1
Calorific Value (Kcal./kg) Gr.v.d 7,500 7,200 7,920 7,520 7,540
Caking Index (G) 86 75 49 77 72

Source:

J.T. Boyd report as of 31 December 2007

These test results indicate that the test samples from Xingwu Coal Mine and Jinjiazhuang Coal Mine meet the international

definition for hard coking coal. Zhaiyadi Coal Mine sample test results indicate that its coal meets international definition for

semi-hard coking coal.
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OPERATING MINES

OPERATING DATA
Resources and Reserves/Output

Operating Mines

Xingwu Jinjiazhuang Zhaiyadi Total

Resources and Reserves
In-Place Resources as of 31 December 2007 (Mt) 63.23 64.18 78.34 205.75
Recoverable Reserves as of 31 December 2007 (Mt)

— Proven reserves 11.11 20.78 13.32 45.21

— Probable reserves 35.23 23.02 38.89 97.14
Total proven and probable recoverable reserves

as of 31 December 2007 (Mt) 46.34 43.80 52.21 142.35
Less: Total raw coking coal output in 2008 to 2014 (Mt) (11.93) (12.64) (17.46) (42.03)
In-Place Resources as of 31 December 2014 (Mt) (NB) 51.30 51.54 60.88 163.72
Recoverable Reserves as of 31 December 2014 (Mt) (NB) 34.41 31.16 34.75 100.32

NB:  Resources and reserves have taken into account the coal reserves prepared by John T. Boyd Company, an independent
mining and geological consultant, as of 31 December 2007, in accordance with the JORC Code, after deduction of the
total raw coking coal output for the period from 1 January 2008 to 31 December 2014.

Raw coking coal output
Total raw coking coal output in 2013 (Mt) 1.706 1.816 2.605 6.127

Total raw coking coal output in 2014 (Mt) 1.754 1.663 2.263 5.680

Clean coking coal output
Total clean coking coal output in 2013 (Mt) 0.636 1.105 0.929 2.670

Total clean coking coal output in 2014 (Mt) 0.671 1.262 1.079 3.012
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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors of Shougang Fushan Resources Group Limited (“Shougang Resources” or
the “Company”), | am hereby delighted to present the 2014 annual report of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended 31 December 2014 (the “Review Year”), and to
report to all shareholders on the Group’s performance for the Review Year.

In 2014, global economy slowed down and China’s economy was under downward pressure as well. Steel
and steel related industries suffered with difficulties though China’s GDP grew at a rate of 7.4% year-on-year
(“YOY”). According to the National Bureau of Statistics, in 2014, domestic crude steel production volume was
823 million tonnes with YOY increase of 0.9%, which is the lowest growth rate since 1982. Pig iron output
was 712 million tonnes, increased by 0.5% YOY. Coke production was 477 million tonnes, which remained
the same as last year. In 2014, supply of coking coal in China was in a surplus status. Domestic coking coal
production decreased YOY, meanwhile import volume of coking coal dropped by 17.4% to 62.33 million
tonnes. Since demand was significantly weak, apparent consumption of coking coal decreased accordingly.
It is expected that the situation of oversupply would continue. Fixed asset investment in the iron and steel
industry was RMB525 billion, decreased by 5.4% YQY, of which investments in iron and steel manufacturing
declined by 32% and 10.4% respectively. As of 31 December 2014, China crude steel capacity reached 1.16
billion tonnes; utilisation rate however was only 71%, which clearly indicated overcapacity of the industry. In
this situation, prices of iron and steel products remained at low level, and profit margin of the industry was
only 0.9%. Confronting such tough market situation, management of the Group took proactive actions and
focused on safety and environmental friendly operation, strengthened cost controls, promoted the application
of new technologies, and emphasised on strategy of expanding in clean coking coal sales. As a result, our
three operating coal mines operated smoothly in the Review Year. Production volume of raw and clean coking
coal was 5.68 million tonnes and 3.01 million tonnes respectively, representing a drop of 7% and an increase
of 13% YOY. Although competition was keen in the market, management had made every effort to keep good
relationship with our existing key clients, and endeavored to extend the sales networks. In the meantime,
management also well-used of the railway and road transportation to adjust the production mix according to
the market needs.
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CHAIRMAN'S STATEMENT

During the Review Year, prices of clean coking coal in both overseas and domestic markets fell by 22%
and 24% YQY respectively. Accordingly, average selling prices (inclusive of VAT) of raw and clean coking
coal of the Group was RMB494/tonne and RMB844/tonne respectively, both with a YOY decline of 22%. As
a result, gross profit of the Group decreased 40% YOY to HK$1.3 billion in the Review Year from HK$2.17
billion in 2013, and gross profit margin was approximately 40%. Under such circumstances, together with
the government’s policies to reduce burdens of coal companies, we managed to control cost tightly. The
operating profit of our Group before Impairment in the Review Year was approximately HK$740 million with
YOY decrease of 60%; net profit of the Group before Impairment was approximately HK$460 million. Profit
attributable to owners of the Company before Impairment was approximately HK$400 million. Due to weak
coal market, the Group had to make a non-cash Impairment loss on goodwill of approximately HK$820 million
(“Impairment”) in accordance with the relevant Hong Kong Financial Reporting Standards in 2014. Therefore,
the loss attributable to owners of the Company after Impairment was approximately HK$430 million. This
Impairment is a non-cash item, and therefore, will not have any material impact on the financial soundness of

the Group.

OUTLOOK FOR 2015

China has entered into a period of new-normal growth. The economic environment will continue to be
complicated and volatile in 2015. On one hand, there is strong support for the steady growth of the economy.
With the implementation of a series of national strategic development plans such as “One Belt and One
Road”, Beijing-Tianjin-Hebei Collaborative Development, Yangtze River economic belt, large scale of
infrastructure investment would come along to support economic growth. Policies like relieving house
purchasing limits, easing mortgage and decreasing interest rate would improve the real-estates market
situation and thus stimulate steel demand. Steel makers in China also actively seek to upgrade technology,
expand in the international market, and increase steel utilisation rate. All of these would stimulate the
demand of coking coal. On the other hand, there are a lot of uncertainties in China’s economy. Industries
and manufactures grow at merely moderate rate and the export is weakening. Slowing down of the growth
rate of steel production, eliminating outdated crude steel production capacity and strengthening environment
protection would also impact on the domestic coking coal demand. Moreover, the current production capacity
of coking coal still needs to be digested and the competition from imported coking coal would exist. Hence,
2015 will be a year full of challenges.

In the long run, with more concerns on the environmental protection by Chinese government and the
enforcement of China’s new “Environmental Protection Law”, the needs for energy saving, emission reduction
and more environmental protection requirements in steel industry would be further emphasised, which in turn
would benefit premium coking coal resources with less pollution and better strength quality. In addition, as the
premium coking coal resources in China become more and more scarce, its value would be more and more
precious. Therefore, the demand of premium coking coal will restore gradually in the future.
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CHAIRMAN'S STATEMENT

In 2015, we will continue to maximise shareholders’ interests and make full use of our competitive advantages
and to strengthen our core competence and ensure sustainability of our current business and sustainable
development. We will continue to enhance production management and cost control, as well as strengthen
the research and promotion of new techniques in order to further lower the cost. At the same time, we
maintain good cooperative relationship with our major clients. In addition, based on our experience of the
market and the industry for years together with our sound financial position, we are looking prudently to
source for possible acquisitions both in mainland China and abroad to enhance our resources and reserve
and expand production capacity. We will make effort to create great investment return for our shareholders.

To reward the continual support and great kindness of our shareholders, the Board of Directors of Shougang
Resources had proposed a final dividend of HK2.7 cents per ordinary share.

Last but not least, on behalf of the Board of Directors of Shougang Resources, | would like to express my

heartfelt gratitude to our shareholders, management team, staff and business partners for all their continued

support to the Group over the past years.

Li Shaofeng

Chairman

Hong Kong, 26 March, 2015
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The key operational data of our three premium operating coking coal mines in Liulin County, Shanxi Province
(Xingwu Coal Mine, Jinjiazhuang Coal Mine and Zhaiyadi Coal Mine) for the year ended 31 December 2014
(the “year under review”) together with that of the same period of 2013 is summarised as follows:

For the year ended Change
31 December Quantity/
Unit 2014 2013 Amount Percentage

Production volume:
Raw coking coal Mt 5.68 6.13 -0.45 -7%
Clean coking coal Mt 3.01 2.67 +0.34 +13%
Sales volume:
Raw coking coal Mt 1.01 1.96 -0.95 -48%
Clean coking coal Mt 3.00 2.53 +0.47 +19%
Average realised selling price

(inclusive of VAT):
Raw coking coal RMB/tonne 494 632 -138 -22%
Clean coking coal RMB/tonne 844 1,076 -232 -22%

For the year ended 31 December 2014, the Group produced
approximately 5.68 million tonnes (“Mt”) (2013: approximately
6.13 Mt) of raw coking coal, representing a year-on-year
decrease of 7% and also produced approximately 3.01 Mt (2013:
approximately 2.67 Mt) of clean coking coal, representing a year-
on-year increase of 13%.

Notwithstanding the impact of the economic slowdown in the

Mainland China, the sales volume of clean coking coal increased by 19% even though sales volume of raw
coking coal dropped by 48% during the year under review. We continued to make effort to expand our clean
coking coal business. This falls in line with the Group’s long term strategy to shift our sales mix from raw
coking coal to clean coking coal and hence both production and sales volume of clean coking coal increased
by 13% and 19% respectively during the year under review.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (continued)

For the year ended 31 December 2014, the Group’s average realised selling price (inclusive of value added
tax “VAT”) of raw coking coal dropped by 22% to Renminbi (“RMB”) 494/tonne when compared with that of
the same period of 2013 (2013: RMB632/tonne) and the Group’s average realised selling price (inclusive of
VAT) of clean coking coal dropped by 22% to RMB844/tonne when compared with that of the same period
of 2013 (2013: RMB1,076/tonne). The decline in average realised selling prices of our coal products were in
line with the slump in market coal prices. In terms of its sales volume, sales of No.4 and No.9 raw coking coal
accounted for 63% and 37% (2013: 53% and 47%) of the total raw coking coal sales volume respectively for
the year ended 31 December 2014. In addition, sales of No.1 and No.2 clean coking coal accounted for 53%
and 47% (2013: 62% and 38%) of the total clean coking coal sales volume respectively for the year ended 31
December 2014.

FINANCIAL REVIEW

For the year ended 31 December 2014, the Group recorded a turnover of approximately Hong Kong Dollars
(“HK$”) 3,255 million, representing a decrease of approximately HK$1,013 million or 24% as compared with
that of approximately HK$4,268 million for the same period of 2013. The reduction in turnover was mainly
attributable to the drop in average realised selling prices of both raw and clean coking coal by 22% for the
year under review. It was also attributable to the substantial drop in the sales volume of raw coking coal
by 48% under the current weak coal market situation, the impact of which has overridden the impact of the
increase of sales volume in clean coking coal by 19% for the year under review. In terms of turnover, sales of
raw and clean coking coal accounted for 16% and 84% of the Group’s turnover respectively for the year ended
31 December 2014. They accounted for 31% and 69% respectively for the year ended 31 December 2013.

For the year ended 31 December 2014, the total turnover to the top five customers accounted for 62% (2013:
59%) of the Group’s turnover. Of which, the total turnover to the largest customer accounted for 18% (2013:
20%) of the Group’s turnover.

For the year ended 31 December 2014, gross profit margin was 40% while 51% for the same period in 2013.

Decrease in gross profit margin was mainly due to the drop in realised selling prices as explained above under
“Business Review”. Gross profit was dropped by approximately HK$869 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)

For the year ended 31 December 2014, the Group recorded an operating loss of approximately HK$84
million while an operating profit of approximately HK$1,830 million for the same period of 2013. The Group
recorded net loss of approximately HK$361 million and loss attributable to the owners of the Company (the
“Owner”) of approximately HK$425 million in 2014 eventually. Such turnaround from profit to loss in 2014 is
primarily attributable to (i) substantial drop in gross profit by HK$869 million as explained above; (ii) the non-
cash impairment loss made on goodwill of approximately HK$824 million mainly arising from the continuous
downturn in the coal market; and (iii) due to the depreciation in RMB, the Group suffered an unrealised related
foreign exchange loss of approximately HK$96 million (“the Foreign Exchange Loss”) mainly arising from re-
translation of its monetary assets (mainly cash) denominated in RMB into HK$ as at 31 December 2014.

During the year under review, basic loss per share was HK8.02 cents (2013: basic earnings per share was
HK21.03 cents).

Excluding such non-cash impairment loss on goodwill and the Foreign Exchange Loss, the Group would
record net profit of approximately HK$559 million for the year ended 31 December 2014, representing
a substantial decrease of approximately HK$740 million or 57% as compared with that of approximately
HK$1,299 million for the same period of 2013. In addition, the Group would record profit attributable to the
Owners of approximately HK$495 million, representing a substantial decrease of approximately HK$620
million or 56% as compared with that of approximately HK$1,115 million for the same period of 2013.

Cost of Sales

During the year under review, cost of sales was approximately
HK$1,951 million, representing a decrease of approximately
HK$144 million or 7%, as compared with that of approximately
HK$2,095 million for the same period of 2013. The decrease
in cost of sales was mainly due to the decrease in actual
usage volume of raw coking coal for sales and the drop in
unit production costs as stated below during the year under

review.

Included in cost of sales, amortisation of mining rights was approximately HK$261 million for the year ended
31 December 2014, representing a decrease of approximately HK$20 million or 7%, as compared with that of
approximately HK$281 million for the same period of 2013. The decrease in amortisation of mining rights was
mainly due to the decrease in usage of raw coking coal for sales during the year under review.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)
Cost of Sales (continued)
The unit production costs are summarised as follows:

For the year ended

31 December Change
Unit 2014 2013 Amount Percentage
Production cost of raw coking coal RMB/tonne 248 260 -12 -5%
of which, depreciation and amortisation RMB/tonne (63) (62) +1 +2%
Processing cost for clean coking coal RMB/tonne 48 53 -5 -9%
of which, depreciation RMB/tonne (10) (11) -1 -9%

Although the production volume of raw coking coal was dropped by 7%, its unit production cost was
decreased by 5%. The decrease was attributable to the strengthen cost control and implementation of certain
relief policies by the government, such as (a) the reduction in staff costs and material costs by approximately
HK$69 million and approximately HK$37 million respectively; (b) the reduction on levy of continuous
development fund amounted to approximately HK$21 million as the levy is decreased by RMBS3 per tonne;
and (c) the decrease in mine resources compensation fee which is charged at 1% of the realised selling price
of raw coking coal by approximately HK$16 million.

Gross Profit and Gross Profit Margin

As a result of the reasons above, gross profit was approximately HK$1,304 million for the year ended 31
December 2014, representing a decrease of approximately HK$869 million or 40% as compared with that
of approximately HK$2,173 million for the same period of 2013. During the year under review, gross profit
margin was 40% compared with 51% for the same period of 2013. The drop in gross profit margin was
mainly due to the drop in average realised selling prices by 22% for the year ended 31 December 2014 when
compared with that in the same period of 2013 as explained above under “Business Review”.

Other Operating Income

During the year under review, other operating income was approximately HK$296 million, representing a
significant decrease of approximately HK$89 million or 23% as compared with approximately HK$385 million
of the same period in 2013. Nevertheless bank interest income was increased sharply by HK$46 million
or 36%, other operating income was still significantly decreased as no such 2013 net exchange gain of
approximately HK$122 million recognised in 2014.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)

Selling and Distribution Expenses

During the year under review, selling and distribution expenses were approximately HK$301 million,
representing a significant increase of approximately HK$159 million as compared with that of approximately
HK$142 million for the same period of 2013. The increase was mainly as a result of the substantial increase in
transportation costs arising from the significant increase in sales volume of clean coking coal at C&F prices by
approximately 480,000 tonnes from approximately 183,000 tonnes in 2013 to approximately 663,000 tonnes
in 2014.

General and Administrative Expenses

During the year under review, net exchange loss of approximately HK$54 million (after net-off exchange gain
of approximately HK$35 million generated from the cash management) includes in general and administrative
expenses. Such net exchange loss was mainly arose from re-translation of the Group’s current assets
(mainly cash) denominated in RMB to HK$ as at 31 December 2014 as a result of the depreciation of RMB
by approximately 2% as at 31 December 2014 compared with that as at 31 December 2013. On the other
hand, it was recorded net exchange gain of approximately HK$122 million in other operating income for the
same period of 2013 as a result of the appreciation of RMB by approximately 2% as at 31 December 2013.
Excluding such net exchange loss, general and administrative expenses would be approximately HK$257
million in 2014, representing a significant decrease of approximately HK$62 million or 19% as compared with
approximately HK$319 million for the same period of 2013. The significant decrease was resulted from (i) the
effective cost control; and (ii) the decrease in directors’ remuneration by approximately HK$17 million during

the year under review.

Impairment Loss on Goodwill

Due to the continuous downturn in the coal market and low market coal prices, the Group incurred a non-cash
impairment loss of approximately HK$824 million made on goodwill after assessment during the year under
review. Details of which are disclosed in Note 20 to the financial statements.

Other Operating Expenses

During the year under review, other operating expenses were approximately HK$249 million, which mainly
represented the committed 2014 annual payment of charitable donation of approximately HK$247 million
paid by the Group to the People’s Government of Liulin County, for the construction of modern schools and
provision of education facilities as disclosed in the financial statements of the Company for the year ended 31
December 2013.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)

Finance Costs

During the year under review, finance costs were approximately HK$11 million, representing a significant
decrease of approximately HK$13 million or 54% as compared with that of approximately HK$24 million for
the same period of 2013. The decrease in finance costs was due to the Group adopted short term financing
such as early redemption of bill receivables instead of long term bank borrowings. During the year under
review, no borrowing costs were capitalised in the construction in progress (2013: Nil).

Income Tax Expense

During the year under review, income tax expense was approximately HK$222 million (2013: approximately
HK$531 million), of which approximately HK$20 million (2013: approximately HK$82 million) represented the
provision of withholding tax of 5% on the dividend declared from the Group’s major subsidiaries incorporated
in the People’s Republic of China (“PRC”) (“major PRC Subsidiaries”) in accordance with the relevant tax
regulations in the PRC. The enterprise income tax rate for the Group’s major PRC subsidiaries is 25%. The
substantial decrease in income tax expense was in line with the substantial drop in profits arising from the
major PRC subsidiaries during the year under review.

Owner’s Attributable Loss

By reasons of the foregoing, the loss attributable to the Owners during the year under review was
approximately HK$425 million while the profit attributable to the Owners was approximately HK$1,115 million
for the same period of 2013.

Material Investments and Acquisitions
During the year ended 31 December 2014, the Group had no material investments and acquisitions.

Material Disposals
During the year ended 31 December 2014, the Group had no material disposals.

Safety Production and Environmental Protection
The Group has always been paying great attention to =&

production safety and environmental protection while
achieving stable coal production. Thus, the Group makes
great efforts in promoting safety management and
strengthening measures for environmental protection, aiming
to build itself into a safety-oriented and environmentally-
friendly enterprise. During the year under review, all coal
mines of the Group operated smoothly.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)
Charges on Assets
As at 31 December 2014, save for disclosed below, none of the Group’s assets was charged or subject to any

encumbrance.

Bank deposits of approximately HK$104 million and bill receivables of approximately HK$257 million were
used for securing bills facilities of approximately HK$352 million.

Contingent Liabilities
As at 31 December 2014, there were no guarantees given to any banks or financial institutions by the Group.

Gearing Ratio

As at 31 December 2014, gearing ratio of the Group, computed from the Group’s total borrowings divided by
the total equity, was approximately 0.4%. Other than the early redemption of bill receivables amounting to
approximately HK$74 million, the Group had no other borrowings.

Exposure to Fluctuations in Exchange Rates

As at 31 December 2014, other than assets and liabilities denominated in RMB and Australian Dollars
(“AUD”), the Group had no material exposure to foreign exchange fluctuations. As at 31 December 2014,
RMB and AUD were depreciated by approximately 2% and approximately 8% respectively, when compared
to that as at 31 December 2013. As the net assets value denominated in RMB represented approximately
72% of the Group’s total net assets value as at 31 December 2014, the depreciation in RMB led to other
exchange loss of approximately HK$223 million (other than the Foreign Exchange Loss recognised in profit
or loss) recognised in the other comprehensive income upon translation of financial statements of foreign
operations in the PRC during the year ended 31 December 2014. Also, the aggregate carrying amount of
assets denominated in AUD represented approximately 1% of the Group’s total net asset values as at 31
December 2014. Thus, such fluctuations in exchange rates are not expected to have any material impact on
the financial strength of the Group.

Liquidity and Financial Resources

As at 31 December 2014, the Group’s current ratio (current assets divided by current liabilities) was
approximately 3.5 times and the Group’s cash and bank deposits amounted to approximately HK$5,507
million, of which approximately HK$104 million was deposited to secure bills facilities of approximately
HK$104 million. The Group continued to maintain a healthy net cash balance.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)

Liquidity and Financial Resources (continued)

Included in trade and bill receivables, the Group has total bill receivables amounting to approximately
HK$1,431 million (of which approximately HK$184 million represented discounted or endorsed bill
receivables and approximately HK$257 million was used for securing bills facilities of approximately HK$248
million) as at 31 December 2014 that were readily convertible into cash, but would be subject to finance
cost upon conversion before the maturity. Taking into account for the free bill receivables of approximately
HK$990 million, the Group’s free cash resources would have approximately HK$6,393 million as at 31
December 2014.

Capital Structure
Total equity and borrowings are classified as capital of the Group. As at 31 December 2014, the amount of
capital was approximately HK$19,643 million.

From the commencement date of the new Hong Kong Companies Ordinance (i.e. 3 March 2014), the
Company has no authorised share capital and its shares have no par value. Accordingly, approximately
HK$14,627 million was transferred from share premium and capital redemption reserve to the share capital
of the Company upon abolition of par value. As at 31 December 2014, the share capital of the Company was
approximately HK$15,157 million, represented approximately 5,302 million shares in number. During the year

under review, there is no change in number of issued shares.

As at 31 December 2014, all borrowings of the Group are denominated in RMB and are asset-backed

financing.

EMPLOYEES

As at 31 December 2014, the Group had 29 Hong Kong employees and 6,244 PRC employees. The
remuneration packages of the employees are subject to annual review. The Group provides mandatory and
voluntary provident fund schemes for its employees in Hong Kong and the state-sponsored retirement plan
for its employees in the PRC. The Group has a share option scheme. During the year under review, no share
option was granted or exercised.
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MANAGEMENT DISCUSSION AND ANALYSIS

FUTURE PROSPECTS

China has entered into a period of new-normal growth. The economic environment will continue to be
complicated and volatile in 2015. On one hand, there is strong support for the steady growth of the economy.
With the implementation of a series of national strategic development plans such as “One Belt and One
Road”, Beijing-Tianjin-Hebei Collaborative Development, Yangtze River economic belt, large scale of
infrastructure investment would come along to support economic growth. Policies like relieving house
purchasing limits, easing mortgage and decreasing interest rate would improve the real-estates market
situation and thus stimulate steel demand. Steel makers in China also actively seek to upgrade technology,
expand in the international market, and increase steel utilisation rate. All of these would stimulate the
demand of coking coal. On the other hand, there are a lot of uncertainties in China’s economy. Industries
and manufactures grow at merely moderate rate and the export is weakening. Slowing down of the growth
rate of steel production, eliminating outdated crude steel production capacity and strengthening environment
protection would also impact on the domestic coking coal demand. Moreover, the current production capacity
of coking coal still needs to be digested and the competition from imported coking coal is still exist. Hence,
2015 will be a year full of challenges.

In the long run, with more concerns on the environmental protection by Chinese government and the
enforcement of China’s new “Environmental Protection Law”, the needs for energy saving, emission reduction
and more environmental protection requirements in steel industry would be further emphasised, which in turn
would benefit premium coking coal resources with less pollution and better strength quality. In addition, as the
premium coking coal resources in China become more and more scarce, the value of premium coking coal
would be more and more precious. Therefore, the demand of premium coking coal will restore gradually in the
future.

In 2015, we will continue to maximise shareholders’ interests and make full use of our competitive advantages
and to strengthen our core competence and ensure sustainability of our current business and sustainable
development. We will continue to enhance production management and cost control, as well as strengthen
the research and promotion of new techniques in order to further lower the cost. At the same time, we
maintain good cooperative relationship with our major clients. In addition, based on our experience of the
market and the industry for years together with our sound financial position, we are looking prudently to
source for possible acquisitions both in mainland China and abroad to enhance our resources and reserve
and expand production capacity. We will make effort to create great investment return for our shareholders.
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CORPORATE GOVERNANCE REPORT

The Company is committed to maintaining good corporate governance standard and procedures to safeguard
the interests of all shareholders and to enhance accountability and transparency.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the code provisions of the Corporate Governance Code (the “CG Code”) as
set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”) during the financial year ended 31 December 2014.

BOARD OF DIRECTORS

Composition

The Board currently comprises a total of fourteen Directors, being six Executive Directors, three Non-
executive Directors and five Independent Non-executive Directors. The list of Directors is set out in the
section headed “Report of the Directors” of this annual report. In addition, an updated list of the Directors and
their roles and functions is published on the websites of the Stock Exchange and the Company respectively.

The Board is characterised by significant diversity and has a balance of skills and experience appropriate for
the requirements of the business of the Company. The Directors’ biographical information is set out in the
section headed “Directors’ Biographies” of this annual report.

The Directors give sufficient time and attention to the affairs of the Company and its subsidiaries (the
“Group”). All Directors are required to disclose to the Company at the time of their appointment and annually
the number and the nature of offices held in public companies or organizations and other significant

commitments with an indication of the time involved.

Save for those as disclosed in the section headed “Directors’ Biographies” as set out on pages 3 to 10 of
this annual report, the Board members have no other financial, business, family or other material/relevant
relationships with each other.

The Board includes a balanced composition of Executive and Non-executive Directors (including Independent

Non-executive Directors) so that there is a sufficient independent element on the Board, which can effectively
exercise independent judgement.
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Composition (continued)
The Non-executive Directors are of sufficient number and calibre for their views to carry weight. The functions

of Non-executive Directors include:

J bringing an independent judgement at Board meetings;

o taking the lead where potential conflicts of interests arise;

o serving on Board committees if invited; and

J scrutinising the Company’s performance and monitoring performance reporting.

The Non-executive Directors (including Independent Non-executive Directors) have made a positive
contribution to the development of the Company’s strategy and policies through independent, constructive
and informed comments. They give the Board and the committees on which they serve the benefit of their
skills, expertise, varied backgrounds and qualifications through regular attendance and active participation.

Composition of the Board is disclosed, and the Independent Non-executive Directors are identified, in all
corporate communications to shareholders.

Board diversity

The Company adopted a board diversity policy (the “Board Diversity Policy”) on 28 August 2013 which sets
out its approach to achieve diversity on the Board with a view to achieving a sustainable and balanced
development of the Company.

The Company seeks to achieve Board diversity through the consideration of a number of factors, including
but not limited to gender, age, cultural and educational background, ethnicity, professional experience, skills,
knowledge and length of service. The Company will also take into account factors based on its own business
model and specific needs from time to time. The ultimate decision will be based on merit and contribution that
the selected candidates will bring to the Board.

The Board Diversity Policy is posted on the website of the Company.

Role and function of the Board and the management

The Board is responsible for overall strategic formulation and performance monitoring of the Group. It
delegates day-to-day operations of the Company to the Executive Committee and senior management within
the control and authority framework set by the Board. In addition, the Board has also delegated various
responsibilities to the Audit Committee, the Remuneration Committee and the Nomination Committee. Further
details of these committees are set out in this report.
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Board meetings

The Board meets regularly and holds at least four Board meetings a year. Additional meetings will be
arranged, if and when required. The Directors can attend meetings in person or through electronic means of
communication in accordance with the articles of association of the Company (the “Articles”).

The Company Secretary assists the Chairman in drawing up the agenda of each Board meeting. Draft
agenda of each regular Board meeting will be sent to all Directors for review before the agenda is issued and
all Directors may request for inclusion of other matters in the agenda. The Chairman will take into account
the matters proposed by the Directors and where appropriate, approve the inclusion of such matters in the
agenda of the Board meeting. Generally, at least 14-day notice of a regular Board meeting is given and the
Company aims at giving reasonable notice for all other Board meetings. The Company also aims at sending
the agenda and the accompanying board papers, which are prepared in a form and quality sufficient to enable
the Board to make informed decisions on matters placed before it, to all Directors at least 3 days before the
intended date of a Board meeting. Where queries are raised by Directors, prompt and full responses will be
given if possible.

There has been procedure in place to enable Directors to seek independent professional advice in
appropriate circumstances at the Company’s expenses. The Board shall resolve to, upon reasonable request,
provide separate independent professional advice to Directors to assist them perform their duties to the
Company.

The Company Secretary is responsible for taking minutes of Board meetings and Board committee meetings,
draft and final versions of which would be sent to Directors for comments and records respectively, within
a reasonable time after each meeting. Minutes are recorded in sufficient detail the matters considered and
decisions reached, including any concerns raised by Directors or dissenting views (if any) expressed. Minutes
of Board meetings and Board committees meetings are kept by the Company Secretary and are open for
inspection by any Director/committee member.

If a substantial shareholder or a Director has a conflict of interest in a matter (including material transaction
with connected persons) which the Board has determined to be material, the matter will be dealt with by a
physical Board meeting, rather than a written resolution. Independent Non-executive Directors who, and
whose close associates, have no material interest in the transaction should be present at that Board meeting.

Except for those circumstances permitted by the Articles and all applicable laws, rules and regulations, a
Director shall not vote on any Board resolution approving any contract or arrangement or any other proposal
in which he or any of his close associates (or associates where the transaction or arrangement is a connected
transaction under Chapter 14A of the Listing Rules) has a material interest nor shall he be counted in the
quorum present at the meeting.
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Attendance records

During the financial year ended 31 December 2014, the Directors have made active contribution to the affairs
of the Group and four physical Board meetings were held to consider, among other things, various projects
contemplated by the Group and to review and approve the interim results and annual results of the Group.

Details of the Directors’ attendances in 2014 are as follows:

Number of meeting(s) attended/eligible to attend

Executive Directors

Li Shaofeng (Chairman) 4/4
Ding Rucai (appointed with effect from 1 September 2014) 2/2
Wong Lik Ping 1/4
So Kwok Hoo 4/4
Chen Zhaogiang 4/4
Liu Qingshan 4/4
Chen Zhouping (resigned with effect from 1 September 2014) 2/2

Non-executive Directors

Leung Shun Sang, Tony 4/4
Zhang Yaoping 4/4
Xiang Xu Jia 4/4

Independent Non-executive Directors

Kee Wah Sze 4/4
Choi Wai Yin 4/4
Chan Pat Lam 4/4
Chan Chung Chun 4/4
Japhet Sebastian Law 4/4
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Access to information

The Board is supplied with sufficient explanation and information by the management to enable the Board to
make an informed assessment of financial and other information put before it for approval. The management
provides all Board members with monthly updates which give a balanced and understandable assessment of
the Company’s performance, position and prospects in sufficient details to enable the Board as a whole and
each Director to discharge their duties. Where any Director requires more information than is volunteered by
the management, each Director has the right to separately and independently access to the Company’s senior
management to make further enquiries if necessary.

Appointment and re-election of Directors

Appointment of new Directors is a matter for consideration by the Nomination Committee. The Nomination
Committee will give adequate consideration to the Board Diversity Policy and review the profiles of the
candidates and make recommendations to the Board on the appointment, re-appointment and nomination of
Directors.

According to the Articles, any Director so appointed by the Board shall hold office, in the case of filling a
casual vacancy, only until the next following general meeting of the Company or, in the case of an addition to
their number, until the next following annual general meeting of the Company who shall then be eligible for re-
election at such general meeting. Every Director is subject to retirement by rotation at least once every three
years.

All Non-executive Directors have entered into letters of engagement with the Company for a term of not more
than three years.

Independent Non-executive Directors
Pursuant to Rules 3.10(1) and 3.10(2) of the Listing Rules, the Company has appointed five Independent
Non-executive Directors and two of them have appropriate professional qualifications or accounting or related

financial management expertise.

Pursuant to Rule 3.10A of the Listing Rules, the number of Independent Non-executive Directors of the
Company represents more than one-third of the Board.

The Company has received from each of its Independent Non-executive Directors an annual confirmation
of independence pursuant to Rule 3.13 of the Listing Rules and the Company considers that all of the
Independent Non-executive Directors are independent.

Any re-election of an independent non-executive director who has served the board for more than nine years,

his further appointment should be subject to a separate resolution to be approved by shareholders.
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Independent Non-executive Directors (continued)

Mr. Chan Pat Lam, who will retire and, being eligible, offer himself for re-election at the forthcoming annual
general meeting of the Company, has served as an Independent Non-executive Director of the Company
for more than 9 years. As an Independent Non-executive Director with extensive experience and knowledge
and in-depth understanding of the Company’s operations and business, Mr. Chan has expressed objective
views and given independent guidance to the Company over the past years, and he continues demonstrating
a firm commitment to his role. The Nomination Committee and the Board consider that the long service of
Mr. Chan would not affect his exercise of independent judgement and are satisfied that Mr. Chan has the
required character, integrity and experience to continue fulfilling the role of an Independent Non-executive
Director. The Company will state in a circular which will contain, among other things, the notice convening
the forthcoming annual general meeting of the Company the reasons why the Nomination Committee and the
Board consider Mr. Chan is still independent and the recommendation to shareholders to vote in favor of the
re-election of Mr. Chan as a Director.

Insurance for directors’ and officers’ liability
Appropriate insurance cover on directors’ and officers’ liabilities has been in force to protect the Directors and
officers of the Group from their risk exposure arising from the businesses of the Group.

Directors’ training and professional development

Every newly appointed Director will be given an introduction of regulatory requirements. Directors are
continually updated on the latest development of the Listing Rules, legal and other regulatory requirements
to ensure compliance and upkeep of good corporate governance practice. Directors are also encouraged to
participate in continuous professional development to develop and refresh their knowledge and skills. The
Company Secretary facilitates induction and professional development of Directors and the Company is
responsible for arranging and funding suitable training for the Directors.
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