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I would like to present to the shareholders the audited consolidated
results of Hoifu Energy Group Limited (the “Company”) together with
its subsidiaries (the “Group”) for the year ended 31 December 2015.

For the year ended 31 December 2015, loss attributable to owners of
the Company amounted to approximately HK$36,480,000
(2014: HK$37,756,000) equivalent to loss per share HK$0.0225
(2014: HK$0.0249).

After the acquisition of 55% equity interest in Hebei Panbao Zeolite
Technology Co., Ltd. (A1t & #H A RHZER A F]), the gross profit
of the Group for the year ended 31 December 2015 increased
approximately to HK$71 million from approximately HK$18 million for
the year ended 31 December 2014. This remarkable improvement is
due to the result of the brilliant market strategies adopted by the
management of the Group. To fuel future growth, the Group
continues to strengthen its expansion plan with more merger and
acquisition activities in order to broaden the spectrum of its
businesses.

PROSPECTS

Looking ahead, the Board is dedicated to bring the best return and to
enhance the shareholders’ value in the long run. The group will
continue to strive for advancement in both quantity and quality of
earnings and expansion of business by all means, including merger,
acquisition or establishment of business ventures.
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APPRECIATION

Last but not least, | wish to express my sincere appreciation to the
shareholders, customers and business partners for their unwavering
support and trust over the years. | would also like to extend my
heartfelt gratitude to my fellow directors and our employees for their
dedication.

For and on behalf of the Board
Dr. Hui Chi Ming, GB.S., J.P.
Chairman

30 March 2016
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Management Discussion and Analysis

RESULTS

During the financial year, the total revenue for the Group was
approximately HK$171,996,000 (2014: HK$313,127,000). LoSS
attributable to owners of the Company was approximately
HK$36,480,000 (2014: HK$37,756,000). The improvement was mainly
due to (i) the increase in other gains from gain on bargin purchase
results from completion of the acquisition of 55% equity interest in
Hebei Panbao Zeolite Technology Co., Ltd ((AIib 2 & # AR AR A
A]) ("Hebei Panbao”); and (ii) additional revenue and profits being
generated from the business of a newly acquired subsidiary, which is
Hebei Panbao.

Even though the overall gross profit ratio in 2015 was approximately
41.5% which is much higher than that of 2014, (2014: 5.6%). The
improvement in results has been offset by (i) goodwill impairment
due to withdrawal of Beibuwan Yuchai Energy Project; (i) loss on
disposal of subsidiaries; and (iii) increase in provision of allowance
bad and doubtful debts.

FINANCIAL REVIEW
Revenue

The Group's consolidated revenue for the year was approximately
HK$172 million (2014: HK$313.1 million) representing a decrease of
45.1% as compared to the last year.

Although the revenue generated from financial business recorded a
material increase from HK$25,432,000 in 2014 to HK$38,329,000 in
2015, which represents approximately 50.7% increase of this
segment revenue compared with the prior year, the revenue of the
Group dropped substantially mainly because the management of the
Group had decided to suspend the trading business of sales of coal
which had a lean profit margin due to the weak demand for products
traded.

On 11 February 2015, the Group completed the acquisition to acquire
55% equity interest in Hebei Panbao. The principal activities of Hebei
Panbao are mining and production of zeolite, which is the main raw
material for the production of lightweight orthopedics materials, far
infrared materials, large solar energy storage materials, building
materials, catalytic materials and micro and nano materials, and
related products.
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This newly acquired business of Heibei Panbao posted a much
higher profit margin ratio and boosted the profitability of the Group
even though the Group recorded a decrease in overall revenue due
to the suspension of trading business of sales of coal.

Administration expenses

Administration expenses, which represented approximately 37.8%
(2014: 18.5%) of the Group's revenue, increased by approximately
12.3% to approximately HK$65 million for the year ended 31
December 2015 from approximately HK$58 million for the year ended
31 December 2014. The increase was mainly attributable to the
increases in the rents of offices, as well as legal and professional
fees on acquisitions during the financial year.

Other gains and losses

During the financial year, the Group recorded other losses of
approximately HK$3.3 million (2014 other gains of approximately
HK$0.9 million), even there was a one-off gain on bargain purchase
of approximately HK$30.50 million resulted from the completion of
the acquisition of 55% equity interest in Hebei Panbao during the
year.

However, such gain was partially offset by (i) written off of other
receivables of approximately HK$11.23 million (2014: Nil) and
disposal of fixed assets of approximately HK$6.22 million which
arising from withdrawal of the Beibuwan Yuchai Energy Project; (ii)
fair value change on profit guarantee of approximately HK$7.5 million
because the net profit of Heibei Panbao Zeolite Technology Co., Ltd.
OTdtEEH AR BR A R]) (“Heibei Panbao”) met the annual net
profit of RMB20,000,000 as set out in the Agreement dated 8 October
2014, (iii) increase in provision of bad and doubtful debts of
approximately HK$6.3 million (2014: Reversal of allowance for bad
and doubtful debts HK$1.44 million) ;and (iv) loss on disposal of Karl
Thomson Energy Limited in March 2015 for approximately HK$5.9
million.
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BUSINESS REVIEW
Mining and production of zeolite business

On 8 & 31 October 2014 the Group entered into agreements to
acquire 55% equity interest in Hebei Panbao Zeolite Technology Co.,
Ltd. L2 E# AR AR Q) (“Heibei Panbao”). The acquisition
was completed on 11 February 2015.

The principal activities of Hebei Panbao are mining and production of
zeolite, which is the main raw material for the production of
lightweight orthopedics materials, far infrared materials, large solar
energy storage materials, building materials, catalytic materials and
micro and nano materials, and related products. Hebei Panbao has
obtained the mining license of zeolite from the Bureau of Land and
Resources of Zhangjiakou Municipal for the period from 23 April 2014
to 23 February 2017 in a zeolite mine located in Chicheng County,
Zhangjiakou City, Hebei Province, the PRC with a total area of
approximately 0.135 square kilometers and mining depth ranged
between 1,450 meters and 1,300 meters. The Group intends to
restructure the capital funding of Hebei Panbao to increase Renminbi
(“RMB") 30,000,000 into the capital of Hebei Panbao, of which
RMB15,000,000 is intended to be used for the expansion of the
production plant and facilities and the remaining RMB15,000,000 is
intended to be used for general working capital. Upon completion of
the expansion, the production capacity of the mine is expected to
reach or exceed 300,000 tons per annum.

Oil and gas and mineral mining business

The Group owns 100% of the exploration, exploitation and operation
rights as well as the profit sharing right of Madagascar Oilfield Block
2101 which is an onshore site with total area of 10,400 square
kilometers in the northern part of Madagascar. Pursuant to the
exploration, exploitation and oil and gas production sharing contract
and depending on the rate of liquid petroleum production of
Madagascar Qilfield Block 2101, the Group will share the remaining
petroleum profit after government royalty and recovery of petroleum
costs according to the sharing ratios in the range of 40% to 72.5% as
set out in the profit sharing right.
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In March 2015, the Group disposed Karl Thomson Energy Limited
which holds the interest in oil and gas concession agreement in
relation to West Esh El Mallaha area in Egypt (the "WEEM"). Given the
continual unrest in Egypt, the Group has decided to pull out of the
country and the Directors are of the view that this disposal is in the
best interest of the Group.

The Group owns 65% interest in the rights granted under the Licence
253 in respect of Kenya Mine 253, an area of approximately 1,056
square kilometers situated in Kitui District Eastern Province, Kenya,
and the Licence 341 in respect of Kenya Mine 341, an area of
approximately 417 square kilometers situated in Nandi County,
Kenya. Pursuant to the Licence 253 and relevant provisions of the
Mining Act of Kenya, the Group is authorized to prospect, explore
and mine industrial minerals (including but not limited to copper) in
Kenya Mine 253. The Group was also granted the Licence 341 for
prospecting and exploration of gold, iron ore and non-precious
minerals in Kenya Mine 341. Both Licence 253 and 341 have renewed
during the year and the latest expiry dates are 14 April 2016 and 2
January 2016 respectively.

During the year, a wholly-owned subsidiary of the Group, entered
into a contracting agreement for mining and stripping of copper and
gold deposits with China Energy Guangxi Power Engineering
Construction Co., Ltd. Pursuant to the Agreement, Guangxi Power
Engineering shall be responsible for the engineering construction for
mining and processing of Kenya Copper Mine 253 and Kenya Gold
Mine 341, including the provision of management personnel,
equipments and other facilities. The contracting fee shall be settled
by cash, ordinary shares of the Company or convertible notes to be
issued by the Company or any combination of the above.
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Petrochemical Business

The Group has completed the acquisition of 65% equity interest of
Beibuwan Yuchai Energy Chemical Co., Limited with total
considerations of RMB128,172,000 by payment of RMB97,672,200 in
cash and RMB30,499,800 by issuing 19,426,624 consideration shares
at a price of HK$2 (approximately RMB1.57) in 2014. The Board was
informed by Beibuwan Yuchai Energy that the environmental
assessment of the Beibuwan Yuchai Energy Project which was then
designed, planned and approved cannot satisfied the conditions of
the current environmental regulations imposed by the relevant
authority in the PRC and as a result, the relevant land requisition and
land use permit in relation to the Beibuwan Yuchai Energy Project
cannot be obtained. After careful discussions, the board of directors
of Beibuwan Yuchai Energy has decided not to proceed the
Beibuwan Yuchai Energy Project further. The Group therefore has
recorded approximately total HK$43.4 million loss for the year 31
December 2015. The management considered that the impairment
loss has limited effect on the Group’s cashflow position as the Group
is entitled to recover of cash obtained from the withdrawal of the
investment of total RMB99,775,000.

Financial Business

The revenue of financial business of the Group generated from
securities, futures and options broking business, underwriting
commission, advisory for financial management business and
interest income from securities margin loan portfolio.

The performance for the financial division of the Group during the
past year ended with marginal loss as the business environment
turned negative drastically in the second half of the review year.
Followed the second-half stock market collapse in the PRC, the Hang
Seng Index slid to the year low of 18,280 with turnover falling to near
HK$50 billion daily and experienced short lived weak rebounds
thereafter. As a result of the gloomy market conditions, the level of
bad debts provision increased substantially and lead to the marginal
loss of financial division of the Group.
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MAJOR ACQUISITION
Oilfield Block 3112

On 4 August 2015, the Group entered into an agreement to acquire
the entire issued share capital of Oriental Bliss Holdings Limited (the
“Target"), for a total consideration of HK$750,000,000 which will be
satisfied as to HK$50,000,000 by payment of cash and
HK$700,000,000 by the issue of new share of the Company
("Consideration Shares”) at an issue price of HK$1.2 per
Consideration Share. The major assets of the Target are 5% equity
interest in Madagascar Southern Petroleum Company Limited
(“Madagascar Southern Petroleum”), a company which owns 100%
interest of the exploration, exploitation and operation rights as well
as the profit sharing rights of Qilfield Block 3112, an onshore block of
land of approximately 9,290 square kilometers in the southwest part
of Madagascar.

On 12 October 2006, Madagascar Southern Petroleum entered into a
production sharing contract with OMNIS (a state-owned agency of
Madagascar commissioned to manage and oversee the national
petroleum and mineral resources of Madagascar) in respect of
Oilfield Block 3112 (the “Production Sharing Contract”). Pursuant to
the Production Sharing Contract, Madagascar Southern Petroleum is
vested with the relevant rights to engage in oil and gas exploration
for 8 years (with possible extensions of 2 years and 5 years for il
and gas respectively) and exploitation and operation of oil for 25
years (with possible extension of 5 years) and gas for 35 years (with
possible extension of 10 years) at Qilfield Block 3112. Depending on
the production volume of petroleum and gas production of Qilfield
Block 3112, Madagascar Southern Petroleum will share the remaining
petroleum and gas profit after government royalty and recovery of
petroleum and gas exploitation costs according to the sharing ratios
in the range of 40.0% to 72.5% as set out in the Production Sharing
Contract.
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Madagascar Southern Petroleum has completed the exploration
work obligations required under the Production Sharing Contract.
With the resources contributed by Madagascar Southern Petroleum
to the exploration, development and operation of Qilfield Block 3112
for years, satisfactory oil and gas exploration results have been
discovered and achieved and Oilfield Block 3112 is now ready to
produce and supply oil and gas. Qilfield Block 3112 started its
production in January 2015 and is currently supplying natural gas at a
rate of 2,800 cubic meters per hour. The natural gas produced in
Oilfield Block 3112 is currently supplied to the power plant built by
Madagascar Southern Petroleum for power generation and other
local customers.

The aforesaid transaction is still in the process of preparing the
respective circular which is subject to the approval of The Stock
Exchange of Hong Kong Limited.

New Praise

On 10 April 2015, the Group entered into an agreement to acquire
the entire equity interest in the New Praise International Limited
("New Praise”) at the consideration of HK$150 million. The principal
asset of New Praise is the 100% interest in the commercial and
residential building comprising 68 rooms and located at Lot 472 ME,
Mandrosoa Ivato — Antananarivo, Madagascar (the “Property”). The
Property is an integrated commercial and residential property
offering rooms for commercial and residential usage featuring 3-star
hotel function. The Property is located in Antananarivo, the capital of
Madagascar. The Property has total land area of approximately 4,200
square meters with a land use right of 99 years, of which
approximately 1,834 square meters has been used for development,
total gross floor area of approximately 6,500 square meters,
comprising 5 floors and 1 basement level. The Property currently
offers 68 rooms, including 4 deluxe rooms and 64 standard rooms.
The Property is also equipped with various facilities, such as meeting
room, fitness centre, restaurants, bar, shop, swimming pool and
outdoor car-parking facilities. Remaining land area of approximately
2,366 square meters, currently used as an ancillary park, can be
used for development. The acquisition was completed on 2 July
2015.
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BEENWNE DN

PROSPECT

The global economy remains challenging and volatile. The Group will
persist to focus on the strategy of driving higher profit margin growth
with continuing cost improvement. It has been the Company’s
business strategy to make investments that have earning potentials
for the Group to expand its existing operations and to diversify its
business. Looking ahead, the Board is dedicated to bring the best
return and to enhance the shareholders’ value in the long run. The
group will continue to strive for advancement in both quantity and
quality of earnings and expansion of business by all means, including
merger, acquisition or establishment of business ventures.

LIQUIDITY, FINANCIAL RESOURCES AND
FUNDING

As at 31 December 2015, the Group had shareholders’ funds of
approximately HK$520,406,000 (31 December 2014: HK$365,148,000).
The net current assets of the Group were HK$280,311,000 (31
December 2014: HK$143,158,000), which consisted of current assets
of HK$638,352,000 (31 December 2014: HK$359,451,000) and current
liabilities of HK$358,041,000 (31 December 2014: HK$216,293,000),
representing a current ratio of approximately 1.78 (31 December
2014: 1.66).

The Group's capital expenditure, daily operations and investment are
mainly funded by cash generated from its operations, financial
institutions and equity financing. During the year, the Group obtained
a short-term bank borrowing which is mainly facilitating the margin
to client for the application of Initial Public Offering and daily
operations and investments. As at 31 December 2015, the Group has
cash and cash equivalent (excluding the pledged fixed deposits of
general accounts) of HK$50,390,000 (31 December 2014:
HK$78,015,000).
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EXCHANGE RATE RISK

The Group undertakes certain operating transactions in foreign
currencies, which expose the Group to foreign currency risk, mainly
to the risk of fluctuations in the Hong Kong dollar and U.S. dollar
against RMB. We have not used any derivative contracts to hedge
against its exposure to currency risk. The management manages the
currency risk by closely monitoring the movement of the foreign
currency rates and considering hedging significant foreign currency
exposure should such need arise.

CONTINGENT LIABILITIES

The Company has given guarantee to bank in respect of the
securities margin financing facilities granted to subsidiary. As at 31
December 2015, no such facilities were utilised by the subsidiary to
facilitate daily operation (31 December 2014: nil).

CHARGE ON ASSETS

The Group held banking facilities from various banks as at 31
December 2015. The Group's banking facilities were secured by
guarantees given by the Group’s bank deposits and the Company. As
at 31 December 2015, bank deposits amounting to approximately
HK$5,216,000 (31 December 2014: HK$5,204,000) were pledged to
secure banking facilities granted to a subsidiary.

CAPITAL STRUCTURE

As at 31 December 2015, the total number of issued ordinary shares
of the Company was 1,650,238,601 of HK$0.10 each (31 December
2014: 1,514,788,000 shares of HK$0.10 each).
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HUMAN RESOURCES

As at 31 December 2015, the Group employed a total of 212 staff
(2014: 105) of which 40 were commission based (2014: 28) and the
total related staff cost amounted to HK$31,127,000 (2014
HK$34,123,000). The Group's long term success rests primarily on
the total integration of the company core value with the basic staff
interest. In order to attract and retain high caliber staff, the Group
provides competitive salary package and other benefits including
mandatory provident fund, medical schemes and bonus. The future
staff costs of the sales will be more directly linked to the
performance of business turnover and profit. The Group maintained
organic overhead expenses to support the basic operation and
dynamic expansion of its business enabling the Group to respond
flexibly with the changes of business environment.

SHARES PLACEMENT

Pursuant to a subscription agreement dated 6 February 2015 entered
into between Mr. Zhu Yongwen (“Subscribers”) and the Company,
Subscribers subscribed for 30,000,000 new shares of HK$0.10 in the
Company at a price of HK$1.23 per share. The issue price of HK$1.23
per share represents (i) a premium of approximately 0.82% to the
closing price of HK$1.22 per Share as quoted on the Stock Exchange
on the Last Trading Day; (i) a discount of approximately 4.50% to the
average closing price of HK$1.288 per Share for the last five trading
days immediately prior to and including the Last Trading Day; (iii) a
discount of approximately 3.61% to the average closing price of
HK$1.276 per Share for the last ten trading days immediately prior to
and including the Last Trading Day, and (iv) a premium of
approximately 507.63% to the net asset value of approximately
HK$0.20 per Share. The Subscription Shares will be issued under the
general mandate granted to the Directors at the annual general
meeting of the Company held on 20 June 2014. All the issued shares
rank pari passu in all respects with other shares in issue. Details of
the subscription have been disclosed in the announcement dated on
6 February 2015.

The gross proceeds from the Subscription will be HK$36,900,000 or
an equivalent amount in RMB and the net proceeds from the
Subscription, after deduction of related expenses of approximately
HK$200,000, is estimated to be approximately HK$36,700,000, which
is intended to be used for general working capital.
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Pursuant to a subscription agreement dated 9 February 2015 entered
into between Ms. Zhou Yang (“Subscribers”) and the Company,
Subscribers subscribed for 30,000,000 new shares of HK$0.10 in the
Company at a price of HK$1.2 per share. The issue price of HK$1.2
per share represents (i) no premium nor discount to the closing price
of HK$1.2 per Share as quoted on the Stock Exchange on the Last
Trading Day; (i) a discount of approximately 3.69% to the average
closing price of HK$1.246 per Share for the last five trading days
immediately prior to and including the Last Trading Day; (iii) a
discount of approximately 7.12% to the average closing price of
HK$1.292 per Share for the last ten trading days immediately prior to
and including the Last Trading Day; and (iv) a premium of
approximately 492.81% to the net asset value of approximately
HK$0.20 per Share, calculated based on the consolidated net asset
attributable to owners of the Company of approximately
HK$310,645,000 as at 30 June 2014 and the total number of issued
Shares of 1,534,602,601 as at the date of the Subscription
Agreement. The Subscription Shares will be issued under the general
mandate granted to the Directors at the annual general meeting of
the Company held on 20 June 2014. All the issued shares rank pari
passu in all respects with other shares in issue. Details of the
subscription have been disclosed in the announcement dated on 9
February 2015.

The gross proceeds from the Subscription will be HK$36,000,000 and
the net proceeds from the Subscription, after deduction of related
expenses of approximately HK$200,000, is estimated to be
approximately HK$35,800,000, which is intended to be used for
general working capital.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

During the financial year, the Company has adopted the Model Code
under Appendix 10 to the Listing Rules as its code of conduct
regarding Directors’ securities transaction. All Directors of the
Company have confirmed, following specific enquiry by the Company
that they have complied with the required standard set out in the
Model Code and the Code during the financial year.
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FINAL DIVIDEND

The Board does not recommend payment of any final dividend for
the year ended 31 December 2015 (2014 Nil).

CORPORATE GOVERNANCE

The Company is aware of the importance that complying with the
relevant statutory and regulatory requirements and maintaining good
corporate governance standards are important to the effective and
efficient operation of the Company. The Company has, therefore,
adopted and implemented relevant measures to ensure that the
relevant statutory and regulatory requirements are complied with
and that a high standard of corporate governance practices is
maintained.

In the opinion of the Directors, the Company has complied with the
Code on Corporate Governance Practices (the “Code”), as set out in
Appendix 14 of the Listing Rules, throughout the accounting period
covered by the annual report except for the deviation from code
provision A.4.2. of the Code which every Director, including those
appointed for a specific term, should be subject to retirement by
rotation at least once every three years. However, according to Bye-
laws of the Company, the Chairman or Managing Director are not
subject to retirement by rotation or taken into account on
determining the number of Directors to retire. As continuation is a
key factor to the successful implementation of any long-term
business plans, the Board believes that the roles of Chairman and
Managing Director provides the Group with strong and consistent
leadership and allow more effective planning and execution of long-
term business strategies, that the present arrangement is most
beneficial to the Company and the shareholders as a whole.
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HONORARY CHAIRMAN AND SENIOR
CONSULTANT

Dr. Hatoyama Yukio, aged 69, was appointed the Honorary
Chairman and a senior consultant of the Company on 21 March
2013. With the amicable relationship with renowned global energy
groups from Japan, China and Africa, as well as the successful
experience and leadership in cooperative development and
operation of international energy projects, Dr. Hatoyama is deeply
confident of participating and guiding the Group’s energy
development business.

Dr. Hatoyama, first elected to the House of Representatives of Japan
in 1986. He held office as a member in the House of Representatives
for the eighth consecutive term. Hatoyama became the President of
Democratic Party of Japan, the main opposition party in Japan, in
May 2005. He then led the party to victory in the August 2009 general
election and was appointed as the 93th Prime Minister in September
2009. Dr. Hatoyama graduated with a Bachelor of Engineering from
the University of Tokyo in 1969 and received a PhD in Industrial
Engineering from Stanford University in 1976.
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DIRECTORS

Executive Directors

Dr. Hui Chi Ming G.B.S., J.P., aged 51, was appointed the Chairman
and an executive director on 15 November 2012 of the Company. He
is responsible for the implementation of the overall strategic planning
and development of the Group. Dr. Hui received a Doctor Honoris
Causa in Economics and IFES Doctoris Honoris Causa from the
Institute of Far Eastern Studies, The Russian Academy of Sciences in
2002. The Department of Social Sciences of The Russian Academy of
Sciences had also awarded Dr. Hui the scientific degree of Doctor
Honoris Causa in 2005. Dr. Hui had over 10 years of experience in
the investment, exploration and exploitation of oil and gas business.
He has been the chairman of the board of over 20 companies such
as Hoifu Petroleum Group Limited GlEAMEBEABR R A),
Madagascar Southern Petroleum Company Limited (553 h087A0E 75
AimAREAR]) and Madagascar Northern Petroleum Company
Limited (F53Z hNHTANIE 75 A Jd AR 2 &). From 2004 to 2010, Dr. Hui
was the chairman and an executive director of Sino Union Energy
Investment Group Limited, which was subsequently re-named as
Yanchang Petroleum International Limited, a company whose shares
are listed on the main board of the Stock Exchange (stock code: 346)
and engaged in the investment, exploration and exploitation of oil
and gas business. Dr. Hui was a member of the 9th, 10th, 11th and
12th National Committee of the Chinese People’s Political
Consultative Conference. He is the chairman of the Confucian
Academy of Hong Kong, a standing committee member of the All-
China Federation of Industry & Commerce, the honorable president
of the Beijing Federation of Industry & Commerce, a standing
committee member of the Chinese General Chamber of Commerce,
the president of Hong Kong Xian Trade Association Limited, the
president of the Hong Kong General Association of International
Investment and the chief president of the Federation of Hong Kong
Guangdong Community Organisation. Dr. Hui is also the Honorary
Consul in Hong Kong of the Republic of Madagascar. All these years,
Dr. Hui has been actively participating in promoting poverty
alleviation and charity, and he has been awarded the China Glory
Society Medal for Poverty Alleviation (B¢ BB #8E) and
accredited as China Top Ten Poverty Alleviation Contributor (2 &+
KEKEAIT) by the government of the PRC. In recognition of the
outstanding contribution of Dr. Hui to poverty alleviation, the
International Minor Planet Naming Committee (BB NMTE®GHREE
@) approved permanently naming the minor planet No. 5390 as “Hui
Chi Ming Planet”.
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DIRECTORS (Continued)

Executive Directors (Continued)

Mr. Neil Bush, aged 61, was appointed the Deputy Chairman and
an executive director on 15 November 2012 of the Company. He is
responsible for the implementation of the overall strategic planning
and development of the Group. Mr. Bush graduated from Tulane
University with a bachelor’s degree in International Economics and
from the Tulane University Freeman School of Business with a
master’s degree in Business Administration. Mr. Bush had over 30
years of experience in energy related businesses and international
business development. He formed oil companies which explored oil
resources in various states in the United States of America and
overseas. Mr. Bush has engaged in various international business
development activities with a focus on the PRC and Middle East.
Since 1975, Mr. Bush has traveled to the PRC over 100 times and
worked with numerous entities on a variety of projects including real
estate development, energy, automobile parts, sheet rock
manufacturing and paint production. From 7 December 2010 to 20
July 2012, Mr. Bush was a non-executive director of China Resources
and Transportation Group Limited, a company of which the shares
are listed on the Stock Exchange (stock code: 269). Mr. Bush serves
on the board of Singhaiyi, a Singapore based real estate company.
He is also the Chairman of the Points of Light Institute, a national
charitable organisation formed by President George H.W. Bush in
1989 that promotes citizen service through volunteerism in
communities all across America and increasingly overseas, and
serves as Chairman of the Barbara Bush Houston Literacy
Foundation, and on the boards of the Houston Salvation Army and
the Bush School of Government and Public Service.

Dr. Chui Say Hoe, aged 67, was appointed as the Managing
Director and an executive director of the Group. He is responsible for
overall strategic planning and operations and in charge of the
execution and further development of the Group’s expansion plan.
He has been the executive director and general manager of Sun Hoe
Company Limited, a company engaged in medicine distribution and
trading business, since 1978. Dr. Chui is also a director of the
Honourable Mr. Tsui Sze Man (GBM) Foundation For the
Development of Technology and Education in Myanmar Ltd., since
2000. He is also a director of the Mirror Post Cultural Enterprises Co.,
Ltd., since 2009. Before joining Sun Hoe Company Limited, Dr. Chuli
worked in commercial bank in Hong Kong for about 5 years. Dr. Chui
has more than 30 years experience in commerce and general
business management. He was granted Honorary Doctorate of
Management from Morrison University, Nevada, U.S.A.. Dr. Chui was
a member of Post-Release Supervision Board, HKSAR, from
November 2005 to November 2007. He was an adjudicator of the
Registration of persons Tribunal from June 2007 to June 2013. Dr.
Chui was awarded The World Outstanding Chinese Award by World
Outstanding Chinese Association. Dr. Chui was an executive director
of Sino Union Energy Investment Group Limited (Stock code: 346,
currently known as Yanchang Petroleum International Limited) from
2 November 2004 to 6 October 2010.
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DIRECTORS (Continued)

Executive Directors (Continued)

Mr. Hui Ngok Ka, aged 27, was appointed as an executive director
on 1 January 2016. He graduated from Institute of International
Relations of Moscow University in 2014 with an expert degree. He is
currently the general manager of Siberian Energy Group, Inc. (#Fa{8F
aegEREEE), the general manager of Far East Oil Group Limited (i&
R AHEEEARAR) and the general manager of Africa Resources
Group Limited (FEMERER AR A F]). Mr. Hui is currently the vice
president of Hong Kong International Foundation for Poverty
Alleviation (BB BB E £ g), and head of the Youth Committee
of Hong Kong General Association of International Investment (&7
B 4% B 48 75 =), In recent years, he has played an active role in
professional investments in a number of deals in various sectors
such as oil and chemical, metal mining and financial securities, as
well as negotiations and decision making in merger and acquisition,
equity participation and controlling deals. As a result, he is fully
equipped with relevant professional knowledge and operating
experiences. Mr. Hui is fluent in English, Russia, Mandarin and
Cantonese. He is very familiar with oil and gas businesses between
Russia and the international market. Mr. Hui is the son of Dr. Hui Chi
Ming, the Chairman of the Company. He has been appointed as an
Administration Manager of the Company since 1 September 2014.

Mr. Cao Yu, aged 37, was appointed as an executive director on 1
January 2016. He graduated from CERAM Sophia Antipolis with a
master degree in management. Mr. Cao has been the project
manager for listed companies and he was specialized in the
operation and coordination of the drilling and seismic engineering
projects with famous petroleum companies in China. Meanwhile, he
was also responsible for identifying suitable investors to establish
joint venture company for petroleum exploration projects. He has
also worked in the world’s largest energy efficiency management
company and was responsible for providing energy efficiency
strategy in China region for the group. Besides, Mr. Cao was the
analyst in the headquarter of BNP Paribas in France. His main duty
was to provide financial and strategic advice in the area of energy
technology and he was responsible for the merger and acquisition
activities as well as financial planning service. Mr. Cao has been
engaged in management and analytical work for many years and
possesses the appropriate and professional experience. He has been
the manager of the development department of the Company since
September 2012.
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Mr. Lam Kwok Hing, aged 52. Mr. Lam is the founder of the Group.
He has extensive experience in the securities, futures, options, fund
management and financial advisory industry. He is the Chairman,
Executive Director and Managing Director of ATNT (Stock Code: 679).
He is the brother of Mr. Nam Kwok Lun.

Mr. Nam Kwok Lun, aged 57. He is a co-founder of the Group and
is in charge of the stockbroking, futures and options broking,
securities margin financing business, fund management and financial
advisory business. Mr. Nam has extensive experience in the
securities, futures and options, securities margin financing, fund
management and financial advisory industry. He has been a member
of the Hong Kong Securities and Investment Institute. Mr. Nam is also
the Deputy Chairman and Executive Director of ATNT (Stock Code:
679). He is the brother of Mr. Lam Kwok Hing.

Independent Non-Executive Directors

Mr. Chen Wei-Ming Eric, aged 52, is a director of several general
trading companies in Hong Kong. Mr. Chen holds a Bachelor of
Science degree in Business Administration from the Boston
University in Massachusetts, USA and is engaged in the food import
business. Mr. Chen was appointed as Independent Non-Executive
Director since September 2000.

Mr. Kwan Wang Wai Alan, aged 53, holds a Bachelor degree in
Engineering Science and a Master of Arts degree from the University
of Oxford and has over 20 years of experience in the consumer
electronics field. Mr. Kwan is also an Independent Non-Executive
Director of ATNT (Stock Code: 679). He was appointed as an
Independent Non-Executive Director since September 2004,

Mr. Ng Chi Kin David, aged 54, is a professional accountant with
over 20 years of professional experience and is a fellow member of
the Hong Kong Institute of Certified Public Accountants, member of
CPA Australia, the Hong Kong Institute of Chartered Secretaries and
the Institute of Chartered Secretaries and Administrators in the
United Kingdom. Mr. Ng is also an Independent Non-Executive
Director of ATNT (Stock Code: 679). He was appointed as
Independent Non-Executive Director of the Company since
September 2000.
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COMPANY SECRETARY

Mr. Fu Wing Kwok, Ewing, aged 47, is the Chief Financial Officer
and Company Secretary. He is responsible for the financial and
secretarial affairs of the Group. Mr. Fu joined the Company in
December 2012. He holds a bachelor degree in science with major in
accounting of Bemidji State University, USA and is a member of both
American Institute of Certified Public Accountants and Hong Kong
Institute of Certified Public Accountants. He has over 20 years of
experience in auditing and accounting field.

SENIOR MANAGEMENT

Mr. Chan Lap Kwan, aged 42, is the Director of Karl-Thomson
Securities Company Limited and is responsible for the daily
operations and implementation of the internal control procedures of
the Kwun Tong branch. He holds a Bachelor of Business (Banking
and Finance) degree from University of South Australia. He has
extensive experience in the securities, futures and options industry.
He joined the Group in July 1997.

Mr. Sung Wing Yiu, aged 59, is the Director of Karl-Thomson
Securities Company Limited. He is responsible for the management
and development of internet trading services, securities, futures and
other derivatives business of the Group. He holds a Bachelor of
Social Science degree in Government & Public Administration from
the Chinese University of Hong Kong and a Master of Business
Administration degree from the University of Hong Kong. He is also
an associate member of the Institute of Chartered Secretaries and
Administrators in the United Kingdom. Mr. Sung has extensive
experience in the securities and futures industry and held senior
positions in regional financial institutions in Hong Kong. He joined the
Group in February 2001.
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INVESTMENT BANKING GROUP

Mr. Chow Ka Wo Alex, aged 49, is the Director of Karl Thomson
Financial Advisory Limited. He is responsible for the operation of the
Group’s investment banking business since joining the Group in
March 2002. Prior to joining the Group, Mr. Chow had worked at
various international investment banks. He holds a Bachelor of Arts
degree in Applied Mathematics and Economics from the University
of California at Berkeley and a Master of Arts degree in Economics
from the Cornell University in the USA. Mr. Chow was an Executive
Director of Sino Katalytics Investment Corporation (stock code: 2324)
and he is now an Executive Director of Shenyang Public Utility
Holdings Company Limited (stock code: 0747). He is also currently a
visiting professor of Guang Xi College of Foreign Languages.
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The Directors would like to present to shareholders their annual
report (“Annual Report”) and the audited consolidated financial
statements for the year ended 31 December 2015.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the Group include petrochemical production, oil and gas
exploration and production, mineral mining business and provision
of financial services. Particulars of the principal subsidiaries of the
Company are set out in note 43 to the consolidated financial
statements.

RESULTS

The results of the Group for the year ended 31 December 2015 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 57 of the Annual Report.
FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group
for the past five financial years ended 31 December 2011, 2012,
2013, 2014 and 2015 is set out on page 160 of the Annual Report.

FIXED ASSETS

Movements in the fixed assets of the Group during the year are set
out in note 18 to the consolidated financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 33 to
the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2015 and 2014, the Company had no reserves
available for distribution to the shareholders.
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DIRECTORS

The Directors of the Company during the year and up to the date of
this annual report were as follows:

Executive Directors:

Dr. Hui Chi Ming, G.B.S., J.P. (Chairman)

Mr. Neil Bush (Deputy Chairman)

Dr. Chui Say Hoe (Managing Director)

Mr. Hui Ngok Ka (appointed on 1 January 2016)
Mr. Cao Yu (appointed on 1 January 2016)

Mr. Lam Kwok Hing

Mr. Nam Kwok Lun

Independent non-executive Directors:

Mr. Chen Wei-Ming Eric
Mr. Kwan Wang Wai Alan
Mr. Ng Chi Kin David

In accordance with Bye-laws 99 and 102 of the Company'’s Bye-laws,
one-third of the Directors for the time being shall retire from office
by rotation (save any Director holding office as Chairman or
Managing Director) at each annual general meeting and any
additional Director so appointed shall hold office only until the next
following annual general meeting of the Company and shall then be
eligible for reelection at the meeting. Therefore, Mr. Lam Kwok Hing,
Nam Kwok Lun, Mr Hui Ngok Ka and Mr. Cao Yu retire from office
and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting.

Pursuant to A.4.3 of the Corporate Governance Code, any further
appointment of an Independent Non-Executive Director in excess of
nine years should subject to a separate resolution to be approved by
shareholders. Therefore, Mr. Chen Wei-Ming, Mr. Kwan Wang Wai
Alan and Mr. Ng Chi Kin David retire from office and, being eligible,
offer themselves for re-election at the forthcoming annual general
meeting.

Each of the Independent Non-Executive Directors has signed a letter
of appointment for a term of three years until terminated by not less
than three months’ notice in writing served by the Independent Non-
Executive Director on the Company or in accordance with the terms
set out in the respective letters of appointment. Each of the
Independent Non-Executive Directors is entitled to a director’s fee.
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DIRECTORS (Continued)

The Director being proposed for re-election at the forthcoming
annual general meeting does not have a service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation (other than
statutory compensation).

The Company has received from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing of Securities
(“Listing Rules”) on the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The Company considers all of the Independent
Non-Executive Directors are independent.

DIRECTORS AND SENIOR MANAGEMENT
BIOGRAPHIES

Biographical information of the Directors of the Company and the
senior management of the Group are set out on pages 19 to 25 of
the Annual Report.

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service contract
with the Company for a three-year term commencing from 1
September 2000 which is not determinable within one year without
payment of compensation. These service contracts shall continue
thereafter unless and until terminated by either party with not less
than three months’ prior written notice.

DIRECTORS’ REMUNERATION

The remuneration committee of the Board considers and
recommends to the Board the remuneration of all Directors is
subject to regular monitoring by the remuneration committee to
ensure that the levels of their remuneration and compensation are
appropriate. Details of the Directors’ remuneration are set out in
note 14 to the financial statements.
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DIRECTORS’ INTERESTS IN SHARES

At 31 December 2015, the interests of the Directors and their
associates in the shares of the Company and its associated
corporations (with the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ")), as recorded in the register
maintained by the Company pursuant to Section 352 of the SFO, or
as otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (“Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies (the
“Model Code”) in the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), were as follows:

1. Long positions in the ordinary shares of
HK$0.10 each of the Company

Name of Directors Capacity

EEHE 54

Dr. Hui Chi Ming (Note 1) Interest of controlled corporation
FEsE T (i) RIEFNER 2 R
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Percentage
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Number of issued share capital

ordinary shares held of the Company
EAR AT
FFERTEEREA ERTRAEI

920,591,143 55.79%

Note 1:The shares are registered in the name of and beneficially owned as to
838,163,143 shares by Triumph Energy Group Limited (“Triumph”),
74,018,000 shares by Taiming Petroleum Group Limited (“Taiming”) and
8,410,000 shares by Wisdom On Holdings Limited (“Wisdom On"). The
entire share capital of Triumph is beneficially and indirectly owned as to
82.80 % by Dr. Hui Chi Ming through three BVI companies, Taiming, AMA
Energy Group Limited and Simply Superb Holdings Limited respectively.
The entire share capital of Taiming is wholly-owned by Dr. Hui Chi Ming,
AMA Energy Group Limited is directly owned as to 91.70% by Dr. Hui Chi
Ming and 8.3% by Taiming and Simply Superb Holdings Limited is owned
as to 9.7% by Taiming. Wisdom On is wholly owned by Hoifu Petroleum
Group Investment Holding Limited, which is wholly owned by Dr. Hui Chi
Ming.
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|3 Hoifu Petroleum Group Investment Holding
Limited (RFE#E T2 EHE) 2EHH -

29



HOIFU ENERGY GROUP LIMITED « SlEfREBEERA A

Report of the Directors

EEEHG

DIRECTORS’ INTERESTS IN SHARES (Continued)

2.

Ordinary shares in subsidiaries which are
wholly-owned

One of the Directors has non-beneficial personal equity
interests in certain subsidiaries held for the benefit of the
Company.

Save as disclosed above, at 31 December 2015, none of the
Directors of the Company, chief executive or their associates
had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352
of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

SHARE OPTIONS

Particulars of the Company's share option scheme in the Company
are set out in note 37 to the consolidated financial statements.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the share option scheme disclosed above, at no time
during the year was the Company, its ultimate holding company or
any subsidiaries of its ultimate holding company a party to any
arrangements to enable the Directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.
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CONNECTED TRANSACTIONS AND
DIRECTORS' INTERESTS IN CONTRACTS OF
SIGNIFICANCE

(@  During the year, the Group received commission income and
other securities dealing income from securities dealing of
approximately HK$172,000 (2014: HK$183,000) from close
family members of two Directors, Messrs. Lam Kwok Hing and
Nam Kwok Lun.

(b)  During the year, the Group received commission income and
other income from securities dealing of approximately
HK$62,000 (2014: HK$16,000) from ATNT, in which two
Directors, Messrs. Lam Kwok Hing and Nam Kwok Lun, have
controlling interests.

(c) At 31 December 2015, an executive Director, Mr. Nam Kwok
Lun, advanced approximately HK$88,936,000 (2014:
HK$86,969,000) to the Group. During the year, the Group paid
finance costs of HK$3,896,000 (2014: HK$3,721,000) to the
executive Director, Mr. Nam Kwok Lun.

(d)  During the year ended 31 December 2015, the Group made
minimum lease payments under operating leases in respect of
office premises of approximately HK$2,300,000 (2014:
HK$2,160,000) to Gahood Holding Company Limited, a
company indirectly wholly-owned by Dr. Hui Chi Ming, an
executive Director of the Company. The transaction also
constitutes a continuing connected transaction under Appendix
14A of the Listing Rules.

Other than as disclosed above, there was no other transaction which
need to be disclosed as a connected transaction in accordance with
the requirements of the Listing Rules and no contract of significance
to which the Company, its ultimate holding company or any
subsidiaries of its ultimate holding company was a party and in
which a Director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year.
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CONTINUING CONNECTED TRANSACTION

On 31 May 2013, an indirect wholly-owned subsidiary of the
Company, Shiny Future Holdings Limited (“Shiny Future”), entered
into the tenancy agreement with Gahood Holding Company Limited
(“Gahood”) in respect of the leasing of office units 9 (portion), 10, 11
and 12 on the 19th Floor of China Merchants Tower, Shun Tak
Centre, 168-200 Connaught Road Central, Sheung Wan, Hong Kong,
with a total gross floor area of approximately 2,789 square feet for
two years commencing from 1 June 2013 and expiring on 31 May
2015 (“Tenancy Agreement”).

Such agreement has been renewed for further two years expiring on
31 May 2017 (“Extended Tenancy Agreement”). The Extended
Tenancy Agreement is an arm'’s length transaction which was valued
by an independent valuer and in the usual and ordinary course of
business of the Company and on normal commercial terms which
are fair and reasonable and in the interests of the Company and the
Shareholders as a whole.

The annual cap amount for each of the financial years ended/ending
31 December 2015, 2016, and 2017 are HK$1,400,000, HK$2,400,000,
and HK$1,000,000 respectively. The total amount of the transactions
for the year ended 31 December 2015 was HK$2,300,000 (2014:
HK$2,160,000).

Gahood is indirectly wholly-owned by Dr. Hui Chi Ming, an executive
Director of the Company. Therefore, Gahood is a connected person
of the Company under the Listing Rules.

According the Tenancy Agreement between Gahood and Shiny
Future constitutes continuing connected transactions for both
Gahood and Shiny Future under Chapter 14A of the Listing Rules. As
the relevant percentage ratios for the Tenancy Agreement calculated
on an annual basis were more than 5% but the percentage ratio is
less than 25% and the consideration is less than HK$10 million, in
accordance with Rule 14A.34 of the Listing Rules, the Tenancy
Agreement was subject to the reporting, announcement and annual
review requirements pursuant to Rule 14A.34 of the Listing Rules,
but is exempted from the independent shareholders’ approval
requirement.
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CONTINUING CONNECTED TRANSACTION
(Continued)

The Company had accordingly published an announcement in
respect of the aforesaid continuing connected transactions on 31
May 2013.

Pursuant to Rule 14A.38 of the Listing Rules, the Board of Directors
engaged the auditor of the Company to perform certain agreed upon
procedures in respect of the continuing connected transactions of
the Group. The auditor has reported the factual findings on these
procedures to the Board of Directors. The Independent Non-
executive Directors of the Company have reviewed the continuing
connected transactions pursuant to Rule 14A.37 of the Listing Rules
and confirmed that the transactions have been entered into:

(1) inthe ordinary and usual course of business of the Company;

(2)  on normal commercial terms or, on terms no less favourable
to the Company than terms available to or from (as
appropriate) independent third parties; and

(3) inaccordance with the relevant agreement governing them on
terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The Company’s auditor was engaged to report on the above
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants.

The auditor has issued unqualified letter containing findings and
conclusions in respect of the continuing connected transactions
disclosed above by the Group in accordance with Rule 14A.38 of the
Listing Rules.
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SUBSTANTIAL SHAREHOLDERS FERR

As at 31 December 2015, the register of substantial shareholders W=—Z—FE+—_A=+—H ' BIEXAQFIRE
maintained by the Company pursuant to Section 336 of the SFO A5 R EIEIENEIB6EFE 2 F BR BB L MFT
shows that the following shareholder had notified the Company of  z24% - %I JRE 2 @A AN B i A AN A 7 2 2%

relevant interests in the issued share capital of the Company. TR 2 HERARESS -

Long positions in the ordinary shares of HK$0.10 REATDERAEELIOEAEERZE

each of the Company B

Number of issued Percentage of the share
Name of shareholder Capacity ordinary shares held capital of the Company
REEH &4 FIEHERTEEREE HAEARRAET D
Triumph Beneficial owner 838,163,143 50.79%
FlI5EaREIR Em#EAA
(Note 1 ffzE 1)
Taiming Beneficial owner 74,018,000 4.49%
=k Em#EAA
(Note 2 ffzt2)
Wisdom On Beneficial owner 8,410,000 0.51%
(Note 3 ff#£3) EmEAA

Note 1. The entire issued share capital of Triumph is beneficially and indirectly owned [z 7 SVE#EEZ 2 MO BITRAHTFEHELORES
as to 82.80% by Dr. Hui Chi Ming through three BVI companies, Taiming, AMA — BB R ZES R A % AMA Energy Group
Energy Group Limited and Simply Superb Holdings Limited respectively. Limited & Z8 FEIE IR B IR A Al 5 B = 5 82.80% 1 a4 ©

Note 2:  The entire issued share capital of Taiming is beneficially owned by Dr. Hui Chi  ff3F2 : HF#2 2 BB B TRAHFLHIELERES -
Ming.

Note 3: The entire issued share capital of Wisdom On is beneficially owned by Hoifu A3 : Wisdom On .z 2 &8 2 277 #% 7% i Hoifu Petroleum Group
Petroleum Group Investment Holding Limited, which is wholly owned by Dr. Hui Investment Holding Limited (A& #E+2EHEF) &
Chi Ming. R °

Save as disclosed above, no person (other than the Directors of the B EXFEEEI BARAFZZR(HEZH#FD
Company whose interests are set out under the heading “Directors’ FHR EX [EZSRRKM =] A) o0 - BEEA
Interests in Shares” above) had an interest or a short position in the — +RARA TR BB RN h A AN RE
shares and underlying shares of the Company that was required to &% R HI S K6 E 336 6 FE 2 & Mk
be recorded under Section 336 of the SFO. Ok E °
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DIRECTORS’ INTEREST IN COMPETING
BUSINESS

As at 31 December 2015, none of the Directors or their respective
associates had any business or interests in business, apart from the
business of the Group, which competes or is likely to compete, either
directly or indirectly, with the business of the Group.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications
and competence.

The emoluments of the Directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to
Directors and eligible employees, details of the scheme are set out in
note 37 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws or the laws of Bermuda which would oblige the Company
to offer new shares on a pro rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2015.

RETIREMENT BENEFITS SCHEME

Details of the Group’s retirement benefits scheme are set out in
note 38 to the consolidated financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS

The Group's top five customers accounted for approximately 58% of
the total sales. The top five suppliers accounted for approximately
55% of the total purchases for the year.

In addition, the Group's largest customer accounted for
approximately 27% of the total sales and the Group's largest supplier
accounted for approximately 26% of the total purchases for the year.
At no time during the year have the Directors, their associates or any
shareholders of the Company (which to the knowledge of the
Directors own more than 5% of the Company’s share capital) had
any interest in these major customers and suppliers.

PURCHASE, REDEMPTION OR SALE OF THE
COMPANY'S SECURITIES

Save for the company’s purchases of its own shares on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”) as disclosed
below, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s shares on the
Stock Exchange during the year ended 31 December 2015.

FERFRHER

AEBAAREPHEHEXNS8% - A AXHERNG
FRERBEL55% °

SN REBEZRAFEPIEREEN27%  MAE
EHEAHEHEFRRRBEN2% RFAMT
MEE MEEE REZBBEAIKNRFER
BER(BEEMA - HEARFBASR A L) RZ
EXBEPRHEEPHA TR -

BA - BOSEHAQAES

BRTXHABEBERARARREEHARIABRAA
(TR BREAS ZBMDIN  AARREE
MMBARRBE _T—AF+_A=+—H1t
FEMERBIABEA  EHBEEIAART
Befn o

Aggregate
Number of consideration
shares paid (before
repurchased Purchase consideration expenses)
EEE per share T ENRE
R B SREBEAE (NBRBAZAT)
Highest Lowest
RS RIX
HKS HKS
BIT BIT
April mA 322,000 1.02 N/A A3 A 328,440
May hA 30,000 1.18 N/A A3 A 35,400
August AV 8,012,000 1.19 0.90 8,439,200
8,364,000 8,803,040
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices of the Company is set out in the “Corporate
Governance Report” on pages 38 to 54.

AUDITOR

A resolution will be submitted to the forthcoming annual general
meeting to the Company to re-appoint Elite Partner CPA Limited as
auditor of the Company.

By Order of the Board
Dr. Hui Chi Ming, G.B.S., J.P.
CHAIRMAN

Hong Kong, 30 March 2016
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The Company recognizes that good corporate governance is vital to
the success of the Group and sustains development of the Group.
The Company is committed to maintaining good corporate
governance standard and practices with an emphasis on integrity,
transparency and independence. The board of directors (the “Board”)
believes that good corporate governance is essential to the success
of the Company and the enhancement of shareholders’ value.

CORPORATE GOVERNANCE PRACTICES

During the financial year of 2015, the Company has complied with
most of the code provisions set out in the Corporate Governance
Code (the “"Code”) as contained in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”), save for the following:

1. The Chairman of the Board and the Managing Director of the
Company is not subject to retirement by rotation pursuant to
Byelaw 99 of the Company’s Bye-laws.

The Company periodically reviews its corporate governance
practices to ensure they continue to meet the requirements of the
Code during the year of 2015. The key corporate governance
principles and practices of the Company are summarised in this
report.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 to the Listing Rules as its code of conduct
regarding Directors’ securities transaction.

To the specific enquiry by the Company, all Directors have confirmed
that they had complied with the Model Code throughout the year
ended 31 December 2015.

THE BOARD
Responsibilities

As at the date of this annual report, the Board comprises of seven
Executive Directors, being Dr. Hui Chi Ming (Chairman), Mr. Neil Bush
(Deputy Chairman), Dr. Chui Say Hoe (Managing Director), Mr. Lam
Kwok Hing and Mr. Nam Kwok Lun, Mr. Hui Ngok Kai (appointed on 1
January 2016), Mr. Cao Yu (appointed on 1 January 2016); three
Independent Non-Executive Directors, being Mr. Chen Wei-Ming Eric,
Mr. Kwan Wang Wai Alan and Mr. Ng Chi Kin David. Biographical
details, which include relationships among members of the Board,
are provided in the “Directors and Senior Management” section of
the Annual Report. The composition of the Board is well balanced
with the Directors having sound industry knowledge, extensive
corporate and strategic planning experience and/or expertise
relevant to the business of the Group. The Executive Directors and
Independent Non-Executive Directors bring a variety of experience
and expertise to the Company.

There is a clear division of responsibilities between the Board and
the management. The Board is responsible for providing high-level
guidance and effective oversight of management while day-to-day
management of the Group is delegated to the management team of
each respective subsidiary. Generally speaking the Board is
responsible for:

o Formulating the Group’s long term strategy and monitoring the
implementation thereof

o Approval of interim and year end dividend
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THE BOARD (Continued)

Responsibilities (Continued)

Reviewing and approving the annual and interim reports

o Ensuring good corporate governance and compliance

o Monitoring the performance of the management

o Reviewing and approving any material acquisition and assets
disposal

o Developing and reviewing the Group’s policies and practices
on corporate governance

The Board delegates the authority and responsibility for
implementing day-to-day operations, business strategies and
management of the Group'’s businesses to the Executive Directors,
senior management and certain specific responsibilities to the Board
committees. The Board is committed to making decisions in the best
interests of both the Company and its shareholders.

The Board acknowledges its responsibility for preparing the financial
statements of the Company and the Group which give a true and fair
view of the Group's affairs in accordance with statutory requirements
and applicable accounting standards. The statement by the auditor
of the Company about its reporting responsibilities for the financial
statements of the Company is set out on pages 55 to 56 in the
Independent Auditor’s Report.

All Directors have full and timely access to all relevant information as
well as the advice and service of the Company Secretary to ensure
Board procedures and all applicable rules and regulations are
followed.
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THE BOARD (Continued)
Composition

The Board has in its composition a balance of skills and experience
necessary for independent decision making and fulfilling its business
needs.

As at the date of this annual report, the Board comprised ten
members, including seven Executive Directors and three
Independent Non-executive Directors, as follows:

Executive Directors:
Dr. HUI Chi Ming, G.B.S., J.P. (Chairman)
Mr. BUSH Neil (Deputy Chairman)
Dr. CHUI Say Hoe (Managing Director)
Mr. Hui Ngok Ka (appointed on 1 January 2016)
Mr. Cao Yu (appointed on 1 January 2016)
Mr. LAM Kwok Hing
Mr. NAM Kwok Lun

Independent Non-Executive Directors:
Mr. CHEN Wei-Ming Eric
Mr. KWAN Wang Wai Alan
Mr. NG Chi Kin David

Biographical details of the Directors are set out on pages 19 to 25.

During the year ended 31 December 2015, the Board complied with
the Rules 3.10(1) and (2) of the Listing Rules relating to the
appointment of at least three independent non-executive directors
and one of the independent non-executive directors has appropriate
professional qualifications or accounting or related finance
management expertise. All three Independent Non-Executive
Directors are appointed for a specific term of three years. They are
subject to retirement by rotation and re-election provisions of the
Bye-laws.

The Company has received written annual confirmation from each
Independent Non-executive Director of his independence pursuant
to the requirements of the Listing Rules. The Company considers all
Independent Non-executive Directors to be independent in
accordance with the independence guidelines set out in the Listing
Rules.
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THE BOARD (Continued)
Composition (Continued)

The Bye-laws of the Company requires that one-third (if the number
is not a multiple of three, the number nearest to but not less than
one-third) of the Directors (including executive and non-executive
directors) shall retire by rotation each year. The Directors to retire by
rotation shall include any Director who wishes to retire and not to
offer himself for re-election and those of the other Directors who
have been longest in office since their election or re-election. A
retiring Director is eligible for re-election. Any Director appointed by
the Board to fill a casual vacancy shall hold office until the first
general meeting of members after his appointment and be subject to
re-election at such meeting and any Director appointed by the Board
as an addition to the existing Board shall hold office until the next
following annual general meeting and be eligible for re-election. Any
Director appointed pursuant to the aforesaid Bye-law shall not be
taken into account in determining which particular Directors or the
number of Directors who are to retire by rotation.

Under the code provisions A.4.2. of the Code, every Director,
including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years. However,
according to Bye-Laws of the Company, the Chairman or Managing
Director are not subject to retirement by rotation or taken into
account on determining the number of Directors to retire. This
constitutes a deviation from code provision A.4.2. of the Code. As
continuation is a key factor to the successful implementation of any
long-term business plans, the Board believes that the roles of
Chairman and Managing Director provide the Group with strong and
consistent leadership and allow more effective planning and
execution of long-term business strategies, that the present
arrangement is most beneficial to the Company and the
shareholders as a whole.
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THE BOARD (Continued)
Board Meetings and General Meeting
During the year ended 31 December 2015, sixteen Board meetings

and one general meeting ("GMs") was held with details of the
Directors’ attendance set out below:
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EEg(H)

EEEERRRRAE
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Board Meeting
Exggl

Number of meetings

Executive Directors: HiTES -
Dr. HUI Chi Ming (Chairman) ERET(EE)
Mr. BUSH Neil [ERR o fft k4
(Deputy Chairman) = e
Dr. CHUI Say Hoe RitFIE L
(Managing Director) (BEFpiHE)
Mr. LAM Kwok Hing ERELE
Mr. NAM Kwok Lun ERfmEE
Independent Non-Executive Directors: B~/ JESTE S ¢
Mr. CHEN Wei-Ming Eric WE{E R S A
Mr. KWAN Wang Wai Alan BRERE
Mr. NG Chi Kin David HERELE

16

12/16 11
0/16 0/1
16/16 1Al
5/16 0/1
5/16 01
9/16 01
5/16 0/1
6/16 1Al

Directors’ Training

The Directors are encouraged to participate in continuous
professional development to develop and refresh their knowledge
and skills. The Company would provide a comprehensive
introduction package covering the summary of the responsibilities
and liabilities of a director of a Hong Kong listed company, the
Company'’s constitutional documents and the Guides on Directors’
Duties issued by the Companies Registry to each newly appointed
Director to ensure that he/she is sufficiently aware of his/her
responsibilities and obligations under the Listing Rules and other
regulatory requirements.

The Company Secretary reports from time to time the latest changes
and development of the Listing Rules, corporate governance
practices and other regulatory regime to the Directors with written
materials, as well as organizes seminars on the professional
knowledge and latest development of regulatory requirements
related to director’s duties and responsibilities.
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THE BOARD (Continued)
Directors’ Training (Continued)

During the year of 2015, there were one in-house seminars
conducted covering the topics of director’s duties under Appendix
10 and Appendix 14 of the Listing Rules under the Listing Rules. All
Directors attended the seminars.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The positions of the Chairman of the Board and the Chief Executive
Officer are held separately by two individuals to ensure their
respective independence, accountability and responsibility. The
Chairman is responsible for overseeing the function of the Board and
formulating overall strategies and policies of the Company. The
Managing Director is responsible for managing the Group's business
and overall operations. The day-to-day running of the Company is
delegated to the management with divisional heads responsible for
different aspects of the business.

The Chairman shall ensure that all Directors are properly briefed on
issues arising at Board meetings.

The Chairman is responsible for ensuring that Directors receive
adequate information, which must be complete and reliable, in a
timely manner.

DELEGATION BY THE BOARD

The Directors are aware of their collective and individual
responsibilities to the shareholders for the wellbeing and success of
the Company.

To enhance the effectiveness of the management of the Company,
the Board has established three committees, namely, the Audit
Committee, the Nomination Committee and the Remuneration
Committee to oversee corresponding aspects of the Company’s
affairs. All Board committees of the Company have defined written
terms of reference.
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BOARD COMMITTEES

Audit Committee

The Audit Committee was established on August 2000 and comprises
three Board members, all of whom are Independent Non-executive
Directors. The Audit Committee has adopted the same term of
reference, which describes the authority and duties of the
committee, as quoted under code provision C.3.3 of the Code. The
written terms of reference which describe the authority and duties of
the Audit Committee were adopted on August 2000 and revised on 1
March 2012 to conform to the provisions of the Code, a copy of
which is posted on the Company's website and the Stock Exchange.

The Audit Committee is primarily responsible for the following duties:

o to make recommendation to the Board on the appointment,
reappointment and removal of the external auditor, and to
approve the audit fees and the terms of engagement of the
external auditor, and any questions of their resignation or
dismissal;

o monitor the external auditor’'s independence and objectivity
and the effectiveness of the audit process in accordance with
applicable standards, and to discuss with the external auditor
the nature and scope of the audit and reporting obligations
before the audit commences;

o to monitor integrity of the Company’s financial statements,
annual report, accounts and the half-year report, and to review
significant financial reporting judgments contained in them,

o to oversee the Company’s financial reporting system and
internal control procedures; and

o to review compliance with regulatory and legal requirements
by the Company.
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BOARD COMMITTEES (Continued)
Audit Committee (Continued)

The Audit Committee will meet at least four times each year. In 2015,
the Audit Committee met four times which include considering the
annual results of the Group for the financial year ended 31 December
2014 and the interim results of the Group for the 6 months ended 30
June 2015, discussing on the latest amendments issued by the Stock
Exchange regarding disclosure of information on risk management in
accordance to the latest Corporate Governance Code and discussing
with the Company’s auditor on the existing internal control and the
re-appointment of the external auditor. The Audit Committee also
provides in important link between the Board and the Company’s
auditors in matters coming within the scope of its terms of reference
and keeps under review the independence and objectivity of the
auditors.
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There were four meetings held during the year under review, details REIEFE @ BEXEEe QRO AIes 0 HFE
of attendance are set out below: HEHL T
Number of meetings SEXE 4
Audit Committee members: BEZEZEENKE -
Mr. KWAN Wang Wai Alan BAEEE
(Chairman of Audit Committee) (BRZESE/E) a/4
Mr. CHEN Wei-Ming Eric BRIZEA S & a/4
Mr. NG Chi Kin David hEEREAE a/4
Nomination Committee REEZES

The Nomination Committee of the Company (the “Nomination
Committee”) was established on 27 March 2012 and is composed of
one executive director and two independent non-executive directors,
namely Dr. Hui Chi Ming (Chairman of the Nomination Committee),
Mr. Chen Wei-Ming Eric and Mr. Ng Chi Kin David.

In order to comply with the Code, the Board adopted terms of
reference of the Nomination Committee on 27 March 2012 and the
terms of reference of the Nomination Committee are available on the
websites of the Company and the Stock Exchange.
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BOARD COMMITTEES (Continued)
Nomination Committee (Continued)

The primary duties of the Nomination Committee are to review the
structure, size and composition (including the skills, knowledge and
experience) of the Board and make recommendations on any
proposed changes to the Board to complement the Company’s
corporate strategy; to identify and nominate qualified individuals for
appointment as additional directors or to fill Board vacancies as and
when they arise, and to make recommendations to the Board on
matters relating to the appointment or re-appointment of directors
and succession plan for directors, in particular the Chairman and the
Chief Executive Officer.

The Nomination Committee shall meet at least once per year
according to its terms of reference. One Nomination Committee
meeting was held during the year under review, details of attendance
are set out below:

TEERHRE

REZBGZEZRANRITETINRRE - A
SN ARk (B - AR R &R E) Mk E
MEESRLER  UNBRARERERE V6
ERAEERTEIESENAL  ARBBHEA
IRFTREFINFEREFESTSER - kit
EERAUBNZAENREST(LEREIFERITR
RE)BIEFENEREERNESTSRLES -

RERZZBEEMHFTCBERE R2EES
ARIBFRIT-REH RELZEECREEA
FRABITIRGH  HEFBRIWT

Number of meeting SBRE 1
Nomination Committee members: RBREBEGHKE -
Dr. HUI Chi Ming, G.B.S., J.P. 84181, GBS, JP.
(Chairman of the Nomination Committee) (1REZEEE/E) 11
Mr. CHEN Wei-Ming Eric BRIZBASE & 11
Mr. NG Chi Kin David AEREE 1”1

During the year under review, the Nomination Committee had
reviewed the structure, size and composition of the Board of
Directors of the Company and the retirement and re-appointment
arrangement of the Directors in the Company’s forthcoming annual
general meeting.
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47



HOIFU ENERGY GROUP LIMITED « SlEfREBEERA A

Corporate Governance Report

RE R

BOARD COMMITTEES (Continued)
Remuneration Committee

The Company established the Remuneration Committee on 28 July
2005 with terms of reference substantially the same as those
contained in paragraph B.1.3 of the Code. The written terms of
reference which describe the authority and duties of the
Remuneration Committee were adopted on 28 July 2005 and revised
on 1 March 2012 to conform to the provisions of the Code, a copy of
which is posted on the Company’s website and the Stock Exchange.
A majority of the members of the Remuneration Committee is
Independent Non-executive Directors and members of the
Committee are listed as below.

In determining the emolument payable to directors, the
Remuneration Committee takes into consideration factors such as
salaries paid by comparable companies, time commitment and
responsibilities of the directors, employment conditions elsewhere in
the Group and the desirability of performance-based remuneration.

The Remuneration Committee is primarily responsible for the
following duties:

o to determine the policy for the remuneration of executive
directors, assessing performance of executive directors and
approving the terms of executive directors’ service contracts;

o to make recommendations to the Board on the Company’s
policy and structure for all remuneration of directors and
senior management and on the establishment of a formal and
transparent procedure for developing policy on such
remuneration and to place recommendations before the Board
concerning the total remuneration and/or benefits granted to
the Directors from time to time;

o to review and approve the senior management’s remuneration
proposals with reference to the corporate goals and objectives
resolved by the Board from time to time;

o to performs an advisory role to the Board and to make
recommendations to the Board on the remuneration packages
of individual executive directors and senior management, with
the Board retaining the final authority to approve executive
directors’ and senior management’'s remuneration;
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BOARD COMMITTEES (Continued)
Remuneration Committee (Continued)

o to make recommendations to the Board on the remuneration
on independent non-executive directors;

o to review and approve the compensation payable to executive
directors and senior management in connection with any loss
or termination of their office or appointment to ensure that
such compensation is determined in accordance with relevant
contractual terms and that such compensation is otherwise
fair and not excessive; and

o to review and approve compensation arrangements relating to
dismissal or removal of directors for misconduct to ensure that
such arrangements are determined in accordance with
relevant contractual terms and that any compensation
payment is otherwise reasonable and appropriate.

The overriding objective of the remuneration policy is to ensure that
the Company is able to attract, retain, and motivate a high-calibre
team which is essential to the success of the Company.

The Remuneration Committee will meet at least once each year.
During the year under review, one meeting was held to consider and
approve the remuneration of all Directors and senior management.
One Remuneration Committee meeting was held during the year
under review, details of attendance are set out below:
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Number of meeting SRRH 1
Remuneration Committee members: FTWEEEKE :
Mr. NG Chi Kin David AERLEE
(Chairman of the Remuneration (FNZESE/E)
committee) 11
Mr. CHEN Wei-Ming Eric BRIZBASE A& ”n
Dr. Chui Say Hoe Rt FNIE L 11

During the year under review, the Remuneration Committee
reviewed the existing remuneration policies of the Company.

REBEFE  FMEZEECENARRZERH
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for determining the policy for the corporate
governance of the Company and performing the corporate
governance duties as below:

(iif)

To develop and review the Group's policies and practices on
corporate governance and make recommendations;

To review and monitor the training and continuous professional
development of directors and senior management;

To review and monitor the Group’s policies and practices on
compliance with all legal and regulatory requirements (where
applicable);

To develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the employees and
directors of the Group; and

To review the Group's compliance with the code of corporate
governance and disclosure requirements in the Corporate
Governance Report.

During the year under review, the Board approved the terms of
reference of the Board and the revised terms of reference of the
Audit Committee, the Nomination Committee and the Remuneration
Committee, the shareholder communication policy, shareholder
enquiry procedures and special request procedures.

AUDITOR’'S REMUNERATION

During the year ended 31 December 2015, the remuneration paid/
payable to the external auditors of the Group, Elite Partners CPA
Limited, is set out as follow:

Services Rendered
FriR AR 75

Audit services EiH RS
Other assurance services H M RB AR
Non assurance services FEIRE AR TS
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COMPANY SECRETARY

Mr. Fu Wing Kwok Ewing, the secretary of the Company whose
biography details are set out in the section headed “Directors and
Senior Management” in this annual report, confirmed that he had
attained no less than 15 hours of relevant professional training
during the year ended 31 December 2015.

LIABILITY INSURANCE OF DIRECTORS AND
SENIOR MANAGEMENT

The Company has appropriate directors and officers liability
Insurance in place for its Directors and senior management, in order
to safeguard them from any legal and compensation liabilities arising
in the course of discharging their duties.

DIRECTOR’S RESPONSIBILITIES FOR THE
FINANCIAL STATEMENT

The Board acknowledges that it is their responsibilities for:

(i)  overseeing the preparation of the financial statements of the
Group with a view to ensuring such financial statements give a
true and fair view of the state of affairs of the Group, and

(i) selecting suitable accounting policies and applying the selected
accounting policies consistently with the support of reasonable
and prudent judgement and estimates.

A statement by the auditor about his reporting responsibilities is set
out on pages 55 to 56 of this Annual Report.
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INTERNAL CONTROLS

The Board and senior management are responsible for establishing,
maintaining and operating an effective system of internal control.
The internal control system of the Group comprises a well-
established organisational structure and comprehensive policies and
standards. The Board has clearly defined the authorities and key
responsibilities of each business and department to ensure adequate
checks and balances.

The internal control system has been designed to safeguard the
Group's assets against l0ss and misappropriation; to maintain proper
accounting records for producing reliable financial information; to
provide reasonable, but not absolute, assurance against material
fraud and errors. Policies and procedures are established to ensure
compliance with applicable laws, regulations and industry standards
and as the on-going process for identifying, evaluating and managing
the significant risks faced by the Group and this process includes
updating the system of internal controls when there are changes to
business environment or regulatory guidelines.

Systems and procedures are also established to identify, measure,
manage and control different risks arising from different businesses
and functional activities. Risk management policies and major control
limits are established and approved by the Board. Significant issues
in the management letters from external auditors and reports from
regulatory authorities will be brought to the attention of the Audit
Committee to ensure that prompt remedial action is taken. All
recommendations will be properly followed up to ensure they are
implemented within a reasonable period of time.

The Board is of the view that the system of internal controls in place
for the year under review and up to the date of issuance of the
annual report and consolidated financial statements is sound and is
sufficient to safeguard the interests of shareholders, customers and
employees, and the Group's assets.
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SHAREHOLDERS' RIGHTS
Making Enquiry to the Board

Shareholders should direct their questions about their shareholdings
to the Company’s branch share registrar, Tricor standard Limited at
Level 22, Hopewell Centre, 183 Queen'’s Road East, Hong Kong.

Shareholders and the investment community may at any time make
a request for the Company’s information to the extent such
information is publicly available.

Shareholders may send written enquiries, either by post, by
facsimiles or by email, together with his/her contact details, such as
postal address, email or fax, addressing to the head office of the
Company at the following address or facsimile number or via email:

By email to pat@hoifuenergy.com

By letter to the Company’s registered address: Units 1910-12, 19/F
China Merchants Tower, Shun Tak Centre, 168-200 Connaught
Road Central, Sheung Wan, Hong Kong

By fax to (852) 2587 7807

All enquiries shall be collected by the Company Secretary who shall
report to the Executive Directors periodically on the enquiries
collected. The Executive Directors shall review the enquiries and
assign different kinds of enquiries to appropriate division head/
manager for answering. After receiving the answers of all enquiries
from the relevant division head/manager, the Company Secretary
will collect the answers for the Executive Directors’ review and
approval. The Company Secretary shall then be authorized by the
Executive Directors to reply all enquiries in writing.
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INVESTOR RELATIONS

The Company recognises its responsibility to explain its activities to
those with a legitimate interest and to respond to their questions. In
addition, questions received from the general public and individual
shareholders are answered promptly. In all cases great care is taken
to ensure that no price-sensitive information is disclosed selectively.

SHAREHOLDERS COMMUNICATION POLICY

The Board is responsible for ensuring shareholder communications
are adequate and appropriate and based on transparency and sound
corporate governance principles. The Company adopted a
Shareholders Communication Policy on 1 March 2012 which aims to
present a clear, balanced and comprehensive assessment of our
financial position and operational status by providing shareholders
and other stakeholders with information in a timely and transparent
manner. The Company will communicate to shareholders through
written information and electronic communication as follows:

Annual and interim reports

o Disclosures made to the Hong Kong Stock Exchange

e Notice and circular of general meetings

o Annual general meeting, where the external auditor is available
to answer questions about the audit

o Corporate website: www.hoifuenergy.com

o Direct enquiry sent to the Company
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Independent Auditor’s Report

BATLE 18 s HER R AT A R 6)
ELITE PARTNERS CPA LIMITED

‘ ) Certified Public Accountants
TO THE SHAREHOLDERS OF HOIFU ENERGY GROUP LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Hoifu
Energy Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 57 to 159,
which comprise the consolidated statement of financial position as
at 31 December 2015, and the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and a summary of significant accounting
policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

AUDITOR'’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. We conducted our audit in accordance
with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’'s preparation of
consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2015,
and of its financial performance and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Elite Partners CPA Limited
Certified Public Accountants
Hong Kong, 30 March 2016

Yip Kai Yin
Practising Certificate Number P05131

10th Floor

8 Observatory Road
Tsim Sha Tsui
Kowloon, Hong Kong
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

meESmREMEERER

For the year ended 31 December 2015 HE-—T—RAF+-_A=+—HILtFE

2015
—E—hF
HK$'000
F#&T
Revenue Ug %5 8 171,996 313,127
Cost of goods sold and direct cost EVEER A R EER A (100,645) (295,548)
Gross profit ES| 71,351 17,579
Other income =N 3,156 3,972
Other gains or losses HE s sk B 1B 9 (3,298) 946
Selling and distribution expenses HEMDHEER (2,512) -
Administrative expenses THER (65,060) (57,951)
Impairment loss on exploration and R R AT EEREBE
evaluation assets 20 (593) (294)
Impairment loss on goodwill HEREEE (25,950) -
Loss from operation K EsE (22,906) (35,748)
Finance costs Bi5E A 11 (5,685) (3,726)
Loss before taxation BREBIESIE (28,591) (39,474)
Taxation IR 12 (5,783) 721
Loss for the year FEBE 13 (34,374) (38,753)
Other comprehensive expenses EfermET T
ltems that may be reclassified HigngEmsEisEn
subsequently to profit or 10ss: 2IER :
Exchange differences arising MEEAZIERER
on translation (50,917) (4,854)
Other comprehensive expenses FREMEES T
for the year (50,917) (4,854)
Total comprehensive expenses FREAEX TR
for the year (85,291) (43,607)
Loss for the year attributable to: ELFEEBRE -
Oowners of the Company ZIN/NETEZ 2= N (36,480) (37,756)
Non-controlling interests FEFE R 2,106 (997)
(34,374) (38,753)
Total comprehensive expenses B 2ME H4E%E -
attributable to:
Owners of the Company RNARIER A (84,278) (41,633)
Non-controlling interests IR RE 2 (1,013) (1,974)
(85,291) (43,607)
Loss per share FikEE
— Basic — AKX 16 HK$(0.0225)#&7t  HKS(0.0249) /7T
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Consolidated Statement of Financial Position

e PR R

At 31 December 2015 R-ZZE—HE+-_A=+—H

NOTES
By E

2015
—E—-hF

HK$'000
FET

2014

—E—NNF

HK$'000
T

Non-current assets FREBEE
Fixed assets EEEE 18 176,953 8,528
Intangible assets B EE 19 51,414 8,609
Exploration and evaluation assets MERGETEE 20 4,889 5,482
Deposits paid for acquisition of WE—RNB AR 25T &
a subsidiary 42 - 34,134
Deposit paid for acquisition of I T F RS 25T
land use rights 22 - 137,456
Deposit paid for acquisition of WIEEFEES N 2] ®
fixed assets 8,730 -
Goodwill R 21 - 25,950
Statutory deposits EEESE 24 4,276 4,125
Loans receivable FEWE 25 655 288
Prepaid land leases Jaft S 26 7,169 =
254,086 224,572
Current assets REBEE
Inventories FE 1,100 -
Prepaid land leases LS 180 =
Accounts receivable FEMER K 27 147,346 108,410
Loans receivable FEME R 25 589 2,445
Other receivables, prepayments and HEhEWERR - FENRENRIES
deposits 28 345,322 76,741
Pledged fixed deposits (general BHEBEBRTFR(—RER)
accounts) 29 5,216 5,204
Bank balances (trust and segregated RITHETF (EERBULERS)
accounts) 29 88,209 88,636
Bank balances (general accounts) RITEF (—REP) KRE
and cash 29 50,390 78,015
638,352 359,451
Current liabilities =R
Accounts payable FEfSRRER 30 126,380 109,908
Other payables and accrued expenses EAh IR R IERTE A 31 48,918 19,416
Amounts due to Directors BN ESRIA 32 174,877 86,969
Tax payable PRI 7.866 -
358,041 216,293
Net current assets REBEEFE 280,311 143,158
Total assets less current liabilities EEHABERABERS 534,397 367,730
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Consolidated Statement of Financial Position

e PR R

At 31 December 2015 R-ZZE—HE+=-A=+—H

Non-current liability FkRBAE
Deferred tax liability EEFRIBE & 23 13,991 2,582
Net assets EEFE 520,406 365,148
Capital and reserves R #E

Share capital A& 33 165,024 154,345

Reserves #E 215,080 165,940
Equity attributable to owners RARHEE AELER

of the Company 380,104 320,285
Non-controlling interests R 34 140,302 44,863
Total equity SR 520,406 365,148

The consolidated financial statements on pages 57 to 159 were
approved and authorised for issue by the Board of Directors on
30 March 2016 and are signed on its behalf by:

Dr. Hui Chi Ming, G.B.s., J.P.
FE#E L eBs., )P
DIRECTOR
EF

FES7TAEVANEEMBHRENR_FT—NRF=
A=+HEEFSHERRETE  IHUATR
REE

Dr. Chui Say Hoe
#ittFE T
DIRECTOR
EF
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HOIFU ENERGY GROUP LIMITED « SlEfREBEERA A

Consolidated Statement of Changes In Equity
meERBER

For the year ended 31 December 2015 HE-ZT—AF+_A=+—HILFE

Attributable to owners of the Company
KAREEAERE
Capital Share Share  Currency Non-
Share Contributed redemption  repurchase option translation Accumulated controlling
premium surplus reserve reserve reserve reserve losses  Sub-total interests

RiER BARG AABERE ROBERE IRERRE NERERR 23R Nt FERES

HK§'000 HK§'000 HK§'000 HK§'000 HK§'000 HKS'000 HKS$'000 HKS'000 HK$'000

AL FEL BT AL 7 T T TR
(note 3)

At 1 January 2014 WZF-MF-A—-H 148,810 161,773 311,544 74 = 4,784 33,6% (369.729) 290912 (28,092 262,820
Loss for the year EEEE - - - - - - - (37,756) (37,756) (997) (33,753)
Exchange differences ERZE - - - - - - (3877) - (3877) 977) (4,854)
Total comprehensive expenses for the year  £R2E X HEE - - - - - - (3877) (37,756) (41,633) (1.974) 43,607)
Effect of share options AhELZE 3000 314 - - - (4,748 - - 1400 - 0400
Share repurchase and cancelled ROBE RS (2,325) (34,969) - 2305 - - - (2.329) (37,294) - (37,294)
Share repurchase and pending for BRABERBAZS

cancellation - - = - (8,807) - = - (8,807) = (8807)
Acquisition of subsidiaries WENBAT 4,860 70847 - - - - - - 75,707 74,929 150436
At 31 December 2014 R_F-MmE

+=A=1-8 A5 0795 3SH 239 (6807 - VY9 L9810 30285 WeEs 35148

Loss for the year FEFE = = = = = = = (36,480) (36,480) 2,106 (34,374)
Exchange differences ERER = = = - - - (15,361) - (15,361) (3119 (18,480)
Release Upon disposal of subsidiary HEME AR R - - - - - - (32,437) - (32,437) - (32.437)
Total comprehensive expenses for the year  ER2E X H8% - - - - - - (47,798) (36,480) (84,278) (1,013) (8529
Sharesissued BERH 6,000 6689 - - - - - - 7289 - 72899
Effect of share options IRETE - - - - - - - - - - -
Share repurchase and cancelled RINBE R 1721 (15,888) - 1721 8,307 - - (1.721) (8,802 - (8,802
Share repurchase and pending ROBEREATH

for cancellation - - - - - - - - - - -
Acquisition of subsidiaries KENBAR 6,400 73,600 - - - - - - 80,000 52879 132879
Disposal of subsidiaries HEMBAR = = = = = = = = = 3573 3573
At 31 December 2015 RIE-1%

+-A=1-H 165,024 365,406 311,544 4120 = = 17,979) (448,011) 380,104 140,302 520,406

Note: Bist

(@  Capital redemption reserve has been set up and is dealt with on repurchases and @ BEAEEIREE R - ARERARF B F B 2B

cancellations of the Company’s own shares. The application of the capital KL §$7ﬁ§@f§g1ﬁz}f§ﬁﬁmg%§*n)\*¢ﬂa
redemption reserve is governed by Section 42A of the Companies Act 1981 of RE AR BB RE -

Bermuda (as amended).
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Consolidated Statement of Cash Flows
HERERER

For the year ended 31 December 2015 HE-_T—RAF+-_A=+—HILFE

2015
—E-HF

HK$'000
THExT

2014

—E—OF

HK$'000
TET

Operating activities BEEE
Loss before taxation BRELATE IR (28,591) (39,474)
Adjustments for: TS IBEL A -

Provision/(Reversal) of allowance for bad RIBIREE(BERE)

and doubtful debts 319 (1,443)

Interest income MEHA (494) (6,635)

Depreciation e 5,903 848

Amortisation B 3,837 2,402

Impairment loss on goodwill R EEE 25,950 -

Finance costs Wi5E A - 2,257

Impairment loss on exploration and SRR AT EEREBE

evaluation assets 593 294

Loss on disposal of a subsidiary HE—HHBRARZEE 5,888 -

Gain on bargain purchase HEBE W (30,497) =

Fair value change of profit guarantee mAREZ AT EES) 7,542 -
Operating cash flows before movements &#EZLE# B2 ELRE

in working capital RE (9.550) (41,757)
Increase in inventories BNEFE (352) -
Increase in statutory deposits HINEE RS (151) (18)
Decrease/(increase) in loans receivable B (HEhn) EURE SR 1,489 (1,911)
Increase in accounts receivable 12N FE U BR 5K (33,369) (9,591)
Decrease/(increase) in other receivables, (B hn) B A e URBREFR

prepayments and deposits TR RIE MR (145,620) 39,473
Decrease/(increase) in bank balances (trust and ygi 4> (3&n) 8174517 (5335 %

segregated accounts) BURF) 427 (13,437)
Increase in accounts payable AN FE T BR 5K 14,713 16,689
Increase/(decrease) in other payables 0GRl ) B b pE R BR R

and accrued expenses FEEtER 33,683 (9,027)
Cash used in operations REMARE (138,730) (19,573)
Interest paid BFE - (2,257)
Interest received BUHE - 6,425
Tax paid EfFIE (639) (1,851)
Net cash used in operating activities BETEFTAESTE (139,369) (17,256)
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Consolidated Statement of Cash Flows

GERTRER

For the year ended 31 December 2015 HE-ZT—AF+_A=+—HILFE

2014
—T-lmF
HK$'000
FAT
Investing activities RETH
Purchase of fixed assets BERETAE (2,593) (1,137)
Proceeds on disposal of fixed assets HE EEE EMSRIE 6,312 -
Refund for deposit paid for acquisition of iR B USEE T RES N 2514
land use right 12,449 -
Deposit paid for acquisition of fixed assets WHEEEEES M 254 (9,105) -
Receipt/(payment) for acquisition of g 1) =Y v
subsidiaries (Note 37) Wk, (30 (ME3E37) 69 (97,553)
Proceeds on disposal of a subsidiary HE—FEH B AR TSR 2,723 =
(withdrawal)/placement in pledged fixed —(3£ER) 17 & 2 K IH
deposits (general accounts), gross THFER(—RERF) @58 (12) 2,339
Interest received on bank deposits IRITFRBEUWF) B 494 210
Net cash used in investing activities R&EEZEFTARE T 10,337 (96,147)
Financing activities MEEE
Advance from a Director —HREEI 37,908 21,091
Proceeds from issue of shares BITR G AT 5RIE 72,900 41,400
Payment on repurchase of shares BRI AR{D 2 RT3k (8,803) (46,101)
Net cash generated from REEEMELERESTE
financing activities 102,005 16,390
Net decrease in cash and ReREFREERZ
cash equivalents WA R (27,027) (97,007)
cash and cash equivalents FHzEeRERBEELER
at beginning of the year 78,015 177,839
Effect of foreign exchange rate changes — HNES[E Sk o gk » g4 (598) (2,817)
cash and cash equivalents FR2ESRERBESLER
at end of the year 50,390 78,015
Analysis of balances of cash and RERZERRELEE
cash equivalents Ao
Bank balances (general accounts) wITREF (—RERP) KRR ®
and cash 50,390 78,015
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Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2015 HE-_T—RAF+-_A=+—HILFE

GENERAL

The Company is an exempted company incorporated under
the Companies Act 1981 of Bermuda (as amended) and its
shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). Its ultimate and
immediate holding company are Taiming Petroleum Group
Limited and Triumph Energy Group Limited, both are
incorporated in the British Virgin Islands (“BVI”).

The consolidated financial statements of the Group for the year
ended 31 December 2015 comprise the Company and its
subsidiaries (together the “Group”). The Company is an
investment holding company. The principal activities of the
Group are (1) the trading of natural resources and
petrochemicals; (2) mineral mining, oil and gas exploration and
production; and (3) the provision of financial services.

The consolidated financial statements are presented in Hong
Kong dollars, which is the same as the functional currency of
the Company and most of its subsidiaries.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs") and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") and the disclosure requirements of
the Hong Kong Companies Ordinance. The consolidated
financial statements also comply with the applicable disclosure
requirements of the Rules Governing the Listin