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MANAGEMENT DISCUSSION & ANALYSIS
BEEBNWE DN

CNNC International Limited (the “Company”) is a member of China
National Nuclear Corporation (“CNNC"), which is an enterprise solely
owned by the State and the only People’s Republic of China (the “PRC")
enterprise offering a complete range of nuclear-technology industries. As
the major investor and owner of nuclear power stations in China, CNNC
is a supplier of nuclear power designs, nuclear fuel and nuclear
technology equipment. The Company and its subsidiaries (collectively the
“Group”) are engaged in investment and expansion of overseas uranium
leveraging business, and vertical integration of die casting.

MARKET OVERVIEW

The development of clean energy is gaining pace in the PRC, with nuclear
power emerging as an area for major development. On the back of
CNNC's leadership and solid experience in the uranium leveraging
business, the Group is actively expanding its overseas uranium leveraging
business to answer the demand for uranium resources created by the
development of nuclear power generation.

For the six months ended 30th June, 2009 (the “Period”), inventory clear-
up has been the order of the day in a die casting market succumbed by
the global economic downturn, as demand fell sharply after new projects
had been either shelved or cancelled altogether. Nevertheless, the difficult
situation was slightly alleviated by tax incentives plans launched by
governments around the world, which had the effect of boosting
production.

BUSINESS REVIEW

Turnover and cost of sales for the Period were mainly derived from the
die casting business. Owing to the lacklustre performance of the
automotive and construction industries, which historically accounted for
a substantial amount of our orders in the die casting business, turnover
of the Group for the Period dropped 49.3% to approximately
HK$54,769,000 as compared to the same period last year. The decline in
selling prices was in line with the decline in material costs during the
Period, as selling prices and material costs are linked to each other. While
the Group had endeavoured to lower its cost of sales, turnover generated
was not sufficient to offset fixed production costs such as rents, electricity
fees and depreciation, resulting in a gross loss of approximately 8.0%.
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MANAGEMENT DISCUSSION & ANALYSIS (CONTINUED)
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BUSINESS REVIEW (Continued)

Other income for the Period benefited from the tax refund policy
increased by approximately 93.3% to approximately HK$3,049,000.
Selling and distribution expenses decreased by approximately 37.4% to
approximately HK$2,441,000 in line with the decrease in turnover. Our
uranium leveraging business, which was started towards the end of last
year, was still in its investment stage. Administrative expenses increased
by approximately 68.2% to approximately HK$11,515,000 when
compared to the same period last year.

On 5th November, 2008, the Company issued a three-year convertible
note with a principal amount of HK$106,200,000 and a coupon rate of
2% per annum to CNNC Overseas Uranium Holding Limited, its
controlling shareholder. The interest element in the finance cost for the
Period arising from the convertible note was calculated with reference to
an estimated effective interest rate of 11.58%. While no interests were
payable in respect of the portion of effective interest rate in excess of the
annual coupon rate, the amount in respect of such portion was required
to be charged to the income statement and be reversed and credited to
reserves upon redemption under Hong Kong Accounting Standards. As a
result, the finance cost for the Period increased to approximately
HK$4,791,000 (first half 2008: approximately HK$442,000).

As a result of the combined effect of the foregoing, loss after taxation for
the Period increased to approximately HK$20,096,000 (first half 2008:
loss of approximately HK$4,872,000).

OPERATIONAL REVIEW

On 29th June, 2009, the Group acquired 69.5% equity of Western
Prospector Group Ltd. (“Western Prospector”) which was then a
company listed in Canada. Upon approval of the privatization proposal by
the shareholders of Western Prospector at its special shareholders’
meeting held on 14th August, 2009, Western Prospector became an
indirect wholly-owned subsidiary of the Company. The principal business
activity of Western Prospector is acquiring, exploring and developing
mineral properties. All of Western Prospector’s mineral property interests,
consisting of various uranium and coal properties, are located in
Mongolia. All of the relevant licences have been obtained by the indirect
wholly-owned subsidiaries of Western Prospector in Mongolia. The Group
will obtain direct access to exploration facilities and licenses of Western
Prospector which allows the Group to share the future growth prospect
in uranium industry. The exploration licenses of Western Prospector were
suspended for three months starting from 10th July, 2009 by the Mineral
Resources Authority of Mongolia due to certain non-compliance issues.
The Group has properly addressed the non-compliance and an application
has been made for the restoration of the licenses.
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MANAGEMENT DISCUSSION & ANALYSIS (CONTINUED)
BEE R 2 ()

COST CONTROL

The Group is committed to strengthening cost control. In the die casting
business, ongoing technological improvements were made to boost
efficiency and quality, outsourced workers were hired according to
production schedules to increase flexibility, departments were
consolidated to save costs, the workforce was realigned to match the
requirements of customers’ orders, and procurements were reviewed on
a quarterly basis with a view to more stringent control over cost and
inventory.

PLACING AND SUBSCRIPTION OF SHARES

The Company completed the top-up Placing and Subscription of an
aggregate of 50,000,000 ordinary shares of HK$0.01 each (representing
approximately 13.2% of the issued share capital of 379,168,308 Shares
of the Company before the Placing) at a subscription price of HK$8.78
on 9th July, 2009 and 20th July, 2009, respectively. Gross proceeds from
the Placing amounted to approximately HK$439,000,000; and net
proceeds after expenses amounted to approximately HK$427,000,000.
The amount will be used for the future business development and the
general working capital of the Group.

FUTURE STRATEGIES

Looking ahead, the Group will continue to develop its existing business
of the production and trading of metal die-casting products, while
seeking to identify new business and investment opportunities in uranium
projects globally. The outlook of the uranium business is very promising
as global demand for natural uranium is expected to increase given the
number of new nuclear power reactors being planned for or under
construction. As such, the Company expects its new business initiatives
to benefit from the strong fundamentals underlying the uranium industry.

HUMAN RESOURCES MANAGEMENT

As at 30th June, 2009, the Group employed approximately 1,340 fulltime
employees. The Group’s remuneration package is determined with
reference to the experience and qualifications of the individual's
performance. The Group also ensures that all employees are provided
with adequate training and continued professional opportunities
according to their needs.
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MANAGEMENT DISCUSSION & ANALYSIS (CONTINUED)
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LIQUIDITY AND FINANCIAL RESOURCES

The Group recorded a net cash outflow of approximately
HK$176,694,000 during the Period, which was mainly for investment
purpose, resulting in cash-on-hand and bank balances of approximately
HK$223,453,000 as at the balance sheet date.

Due to the decline in turnover, stock turnover days increased to 96 days,
compared with a yearly average of about 68 days for the previous year.
Debtors’ turnover days decreased from 77 days as at 31st December,
2008 to 72 days as at 30th June, 2009.

The Group's financial position remained healthy. In respect of its gearing
position, which is represented by the ratio of total debts to total assets,
the ratio stood at 0.22 (as at 31st December, 2008: 0.23).

The working capital of the Group was generally financed by internally
generated cash flows from its operation and existing banking facilities.
As at 30th June, 2009, the Group’s cash-on-hand and bank balances
amounted to approximately HK$223,453,000 (as at 31st December,
2008: HK$400,150,000) and unsecured bank loans which was due
within one year amounted to approximately HK$16,000,000 (as at 31st
December, 2008: HK$16,000,000). The Group's net current assets and
current liabilities amounted to HK$288,262,000 (as at 31st December,
2008: HK$433,855,000) and HK$56,118,000 (as at 31st December,
2008: HK$56,564,000) respectively as at 30th June, 2009.

Total shareholders’ funds decreased from HK$469,640,000 as at 31st
December, 2008 to HK$449,397,000 as at 30th June, 2009, as a result
of HK$20,243,000 total recognized loss incurred for the Period.

ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES
AND ASSOCIATED COMPANIES

Save from the acquisition of Western Prospector mentioned above, there
were no material acquisitions and disposals of subsidiaries and associated
companies for the six months ended 30th June, 2009.
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MANAGEMENT DISCUSSION & ANALYSIS (CONTINUED)
BEEE R 2 ()

EXPOSURE TO FOREIGN EXCHANGE RISK

The Group’s income, expenditure of raw materials, manufacturing,
investment and borrowings are mainly denominated in USD, CAD, HKD
and RMB. Fluctuations of the exchange rates of RMB against foreign
currencies could affect the operating costs of the Group. Currencies other
than RMB were relatively stable during the Period, the Group did not
expose to significant foreign exchange risk. The Group currently does not
have a foreign currency hedging policy. However, management will
continue to monitor foreign exchange exposure and will take prudence
measure to minimize the currency translation risk. The Group will
consider hedging significant foreign currency exposure should the need
arise.

CAPITAL STRUCTURE

There has been no significant change in the capital structure of the
Group since 31st December, 2008, apart from the Placing and
Subscription of 50,000,000 ordinary shares of HK$0.01 each mentioned
above.

CHARGE ON ASSETS

There was no charge on the Group’s assets during the six months ended
30th June, 2009 (at 31st December, 2008: Nil).
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SUPPLEMENTARY INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30th June, 2009, none of the directors and chief executives of the
Company, or any of their associates, had any interests and short positions
in the shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO")), 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 (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies.

DIRECTORS' AND CHIEF EXECUTIVES' RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

At no time during the Period was the Company or any of its subsidiaries
a party to any arrangements to enable the directors and chief executives
of the Company to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate, and
neither the directors nor the chief executives had any right to subscribe
for the securities of the Company, or had exercised any such right.

SHARE OPTIONS

The Company’s share option scheme (the “Scheme”) was adopted for a
period of ten years commencing from 11th December, 2002 pursuant to
a written resolution of all shareholders passed on 11th December, 2002.
Particulars of the Scheme have been summarized in the 2008 Annual
Report of the Company.

Up to the date of approval of this interim report, no options have been
granted under the Scheme.
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SUPPLEMENTARY INFORMATION (CONTINUED)

HRER @

SUBSTANTIAL SHAREHOLDERS

At 30th June, 2009, the register of substantial shareholders maintained
by the Company pursuant to section 336 of the SFO shows that, the
following persons had notified the Company and the Stock Exchange of
relevant interests and short positions in the issued share capital of the

Company under the SFO.

Long positions

Ordinary shares of HK$0.01 each of the Company

FERR

ji g

ZENFRNA=ZTH ERARAFIR

BREFEAEGIEBERAEFELTE
BEZEZMAEE  UTATERIEF

EHEGRIMEARARB RBIAEEEAR
REICBITRATES ZHEER AR -

wR

B/ R ETEEI0.01 T2 ZiER

AR

Number of  Percentage of the

issued ordinary issued share capital

shares held of the Company

Name of shareholder Capacity e #1T HARRFE
REREA 56 ZEREE BITREBDL
CNNC Overseas Uranium Holding Limited Corporate interest 266,372,273 70.25%
hRZEIEERARA NSIL 3
China Uranium Corporation Limited Corporate interest 266,372,273 70.25%

(Formerly known as China Nuclear International

Uranium Corporation)
PREIBZEINEEBRAR NEER

(R 7 B B Az g o B IR B 3 R 7))
China National Nuclear Corporation Corporate interest 266,372,273 70.25%
PRI TEEBE QA NE SR
Shine Top Limited (Note) Corporate interest 14,219,622 3.75%
Shine Top Limited (47:%#) NGIE-
China Top Limited (Note) Corporate interest 14,219,622 3.75%
China Top Limited (47 %) NS X
Thomas Lau, Luen-hung (Note) Personal and 23,494,622 6.20%

B80s (K i)

Corporate interest

(ERNISFNGIE: £

Note: These securities are registered in the name of and beneficially owned by Shine

Top Limited, a company incorporated in the British Virgin Islands. The entire
issued share capital of Shine Top Limited is beneficially owned by China Top
Limited, a company incorporated in the British Virgin Islands and is ultimately
owned by Mr. Thomas Lau, Luen-hung. Accordingly, Mr. Thomas Lau, Luen-hung
was deemed to be interested in 14,219,622 shares held by Shine Top Limited

under the SFO as at 30th June, 2009.
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SUPPLEMENTARY INFORMATION (CONTINUED)
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SUBSTANTIAL SHAREHOLDERS (Continued)

Long positions (Continued)
Ordinary shares of HK$0.01 each of the Company (Continued)

Other than as disclosed above, the Company has not been notified of
any other relevant interests or short positions in the issued share capital
of the Company as at 30th June, 2009

INTERIM DIVIDEND

The Board of Directors (the “Board”) does not recommend the payment
of an interim dividend for the six months ended 30th June, 2009 (six
months ended 30th June, 2008: Nil).

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY?'S LISTED SECURITIES

During the six months ended 30th June, 2009, neither the Company nor
any of its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with the code provisions laid down in the
Code on Corporate Governance Practices (the “CG Code”) as set out in
Appendix 14 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) throughout the six months ended 30th
June, 2009.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in Appendix 10 Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) of the Listing Rules.
Having made specific enquiry of all directors, all directors confirmed that
they have complied with the required standard set out in the Model Code
and the code of conduct regarding securities transactions by directors
adopted by the Company.
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SUPPLEMENTARY INFORMATION (CONTINUED)
1 X & (4

AUDIT COMMITTEE

An Audit Committee has been established by the Company for the
purpose of reviewing and providing supervision on the financial reporting
process and internal control of the Group. The Audit Committee
comprises three independent non-executive directors namely, Mr. Cheong
Ying Chew Henry, Mr. Cui Liguo and Mr. Zhang Lei, and one non-
executive director namely Mr. Huang Mingang. Mr. Cheong Ying Chew
Henry is the Chairman of the Audit Committee. The Group’s interim
report for the six months ended 30th June, 2009 as well as the
accounting principles and practices have been reviewed by the Audit
Committee and the independent auditor, Deloitte Touche Tohmatsu.

REMUNERATION COMMITTEE

In accordance with the requirements of the CG Code, a Remuneration
Committee has been established by the Company to consider the
remuneration of directors of the Company. The Remuneration Committee
comprises three independent non-executive directors namely Mr. Cheong
Ying Chew Henry, Mr. Cui Liguo and Mr. Zhang Lei, one executive
director namely Mr. Han Ruiping and a non-executive director namely Mr.
Huang Mingang. Mr. Han Ruiping is the Chairman of the Remuneration
Committee.

APPRECIATION

The Board would like to take this opportunity to thank our shareholders,
the management and our staff members for their dedication and support.

On behalf of the Board

CNNC International Limited
Chairman

Qiu Jiangang

Hong Kong, 23rd September, 2009
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

TP B ERERRE

Deloitte.
=)

TO THE BOARD OF DIRECTORS OF CNNC INTERNATIONAL LIMITED
PEEER D A

(incorporated in Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 15
to 44, which comprises the condensed consolidated statement of
financial position of CNNC International Limited (the “Company”) and its
subsidiaries as of 30th June, 2009 and the related condensed
consolidated statement of comprehensive income, statement of changes
in equity and statement of cash flows for the six-month period then
ended and certain explanatory notes. The Main Board Listing Rules
governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34 “Interim Financial Reporting”
("HKAS 34") issued by the Hong Kong Institute of Certified Public
Accountants. The directors of the Company are responsible for the
preparation and presentation of this interim financial information in
accordance with HKAS 34. Our responsibility is to express a conclusion on
this interim financial information based on our review, and to report our
conclusion solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review of interim
financial information consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than
an audit conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION (CONTINUED)

P B ERFRRE (#)

CONCLUSION

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information is not prepared, in all
material respects, in accordance with HKAS 34.

Without qualifying our review conclusion, we draw attention to the fact
that the comparative condensed consolidated statement of
comprehensive income, the condensed consolidated statement of
changes in equity and the condensed consolidated statement of cash
flows for the six-month period ended 30th June, 2008 and the relevant
explanatory notes disclosed in the interim financial information have not
been reviewed in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed
by the Independent Auditor of the Entity”.

In addition, note 9 to the interim financial information explains that
subsequent to the six months ended 30th June, 2009, certain of the
Group's exploration licenses were suspended because the Group was
claimed to have breached various laws in Mongolia according to notices
issued by the state inspector of Mongolia (the “Inspector”). In response
to the suspension, the Group has replied to the relevant Mongolian
authority in respect of the alleged breaches. The Group’s independent
Mongolian legal counsel has indicated that the Group’s response is
reasonable and comprehensive and that it would be reasonable for the
Inspector to conclude that the Group had addressed all of the breaches
raised in the report to the Inspector's satisfaction and if the Inspector
accepts the response, they will notify the Mineral Resources Authority of
Mongolia (“MRAM") and MRAM will be obligated to terminate the
suspension. The interim financial information does not include any
adjustments that would result from the failure to remove the suspension
of the licenses as the ultimate outcome of the matter cannot presently be
determined.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
23rd September, 2009
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
GE A e

For the six months ended 30th June, 2009
BE—FZENFNA=F+HIEANEA

Six months ended 30th June,
BZEANA=THLAEA

2009 2008
“EBENF —ZETNF
HK$’000 HK$'000
BT T BT T
Notes (unaudited) (unaudited)
Htat (REEEFZ) (REgEZ)
Revenue U =5 3 54,769 108,054
Cost of sales 38 & B AN (59,149) (103,629)
Gross (loss) profit (E8)EF (4,380) 4,425
Other income H A YA 3,049 1,577
Selling and distribution costs $HE Ko HK AR (2,441) (3,902)
Administrative expenses THAX (11,515) (6,848)
Finance costs Bh & pK AR 4 (4,791) (442)
Loss before taxation b T AT ET IR (20,078) (5,190)
Income tax (expense) credit Frigii (M) &% 5 (18) 318
Loss for the period, attributable to RAATERFEA
owners of the Company FEGEIRE B 6 (20,096) (4,872)
Other comprehensive income Htg2mB A
Exchange differences arising on BEEEZ
translation PE 3 =% (147) 603
Fair value gain on an available-for-sale AIHEEREY
investment NEERE = 13
Other comprehensive (expense) income  HIW H b 2 m (B X) Yk A
for the period (147) 616
Total comprehensive expense for the KNANRIEZRIBAA
period, attributable to owners of the FEHEARN 2 mH X A%
Company (20,243) (4,256)
Basic loss per share FRERNEE 7 (HK5.3 centsi&All)  (HK2.2 centsi& L)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B &R & B 5K R 3R

At 30th June, 2009
R-ZFFANFNA=FH

30th June, 31st December,
2009 2008
R-BEELE RZZEZENF
RXA=+H +=ZA=+—8
HK$'000 HK$'000
BET T BT
Notes (unaudited) (audited)
ik (RBEZ) (B %z)
Non-current assets RBEE
Property, plant and equipment ME - - BENEZE 8 153,939 116,004
Exploration and evaluation assets WE LT EEE 9 154,633 —
Prepaid lease payments FENHEKIEA 5,954 6,020
Deposits paid on acquisition of Uy B8 4 % JE:?;ZF‘% PG
property, plant and equipment Bzl & 663 1,070
315,189 123,094
Current assets REEE
Inventories FE 28,805 38,848
Trade and other receivables and ﬁﬂ&%%%ﬁ&ﬁ@ﬁ%
prepayments FIE LA R FET FRIE 10 91,345 51,081
Prepaid lease payments i ﬁ HERIE 133 133
Investments held for trading BIEEERE 644 207
Bank balances and cash WITHERER S 223,453 400,150
344,380 490,419
Current liabilities REBEE
Trade and other payables and BB 5 BR K & E b FE AT
accruals RIEA R EST R 11 40,114 40,549
Taxation payable FE S FRIE 4 15
Unsecured bank loan wholly repayable  ZBR —E R B (EE 2 &
within one year HIHSERITER 12 16,000 16,000
56,118 56,564
Net current assets REEETE 288,262 433,855
Total assets less current liabilities BEERREBAERE 603,451 556,949




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

AR S M # AR 2R ()

At 30th June, 2009
RZFFANFNA=1H

30th June, 31st December,
2009 2008
R-BEALE RIZEZNF
RXA=+H +=ZA=+—8H
HK$'000 HK$'000
BT T BB T T
Notes (unaudited) (audited)
ik (REZX) (EER)
Non-current liabilities kRBEE
Convertible note ER N 86,958 83,284
Deferred tax liability EEFIEAE 4,025 4,025
90,983 87,309
Net assets EEFE 512,468 469,640
Capital and Reserves BAEARHE
Share capital A& 7 13 3,792 3,792
Reserves RE1E 445,605 465,848
Equity attributable to owners of RRAFERTAA
the Company eI = 449,397 469,640
Minority interests LPEREESR 63,071 —
Total equity EHZEHR 512,468 469,640
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BLEN NS

For the six months ended 30th June, 2009
BE—FEZENFNA=+HIEANEA

Attributable
Investments Non- General Convertible to owners
Share Share revaluation distributable ~ Merger  reserve note equity Translation Accumulated of the Minority
capital premium reserve reserve  reserve fund reserve reserve profits Company interests Total
]
RE A7 - RRE ENGE £ L8
RE RGEE ERHE 2SREE ARG REEE  RARE ERRE REER RBEARMG RRER af
HK$'000  HK$'000 HK$'000 HK$'000  HK$'000  HK$'000 HK$°000 HK$'000 HK$°000 HK$'000  HK$'000  HK$'000
EETT BT AT BT BT E¥Tr  BETR E¥TT  BET ERTT BT A%
(note 13) (note i) (note i) (note iii)
(Hrit13) (Briti)  (Hai) (B atii)
At 1st January, 2008 R-ZENF
(audited) —A—-8
(BER) 2,200 39,352 (17) 16,584 127 7,002 — 5,163 119,263 189,674 — 189,674
Loss for the period BAEE - - - - - - - - (4872) (4872) - @8
Exchange difference BEEEY
arising on translation ERE®R — — — — — — — 603 — 603 — 603
Fair value gain on an AfRHEREZ
available-for-sale AT EYR
investment — — 13 — — — — — — 13 — 13
Total comprehensive BR2EEA
income for the period 48 %8 - — 13 - - - - 603 (43872) (4256) — (4269
At 30th June, 2008 i%:3
(unaudited) =+A
(REER) 2,200 39352 @ 16,584 127 7,002 — 5,766 114,391 185,418 — 185418
Loss for the period HRER — - - - - - - - (14,845) (14,845) = (14845)
Exchange difference BHEEY
arising on translation [N =8 — — — — — — — 226 — 226 — 226
Fair value gain on an AEHEREY
available-for-sale AT EYR
investment — — 31 — — — — — — 31 — 31
Investment revaluation L EBRRIEAE
reserve released on kA
disposal — — @27) — - - - - - @) - @1
Total comprehensive HR2EEA
income for the period @ — — 4 — — — — 226 (14,845) (14,615) — (14,615)
[ssue of new shares BITH K 1,592 280,136 — — — — — — — 281,728 — 281,728
Share issue expenses BORMBAZ —  (3261) — — - - - - - (3.261) - G20
Recognition of equity BRURREE
component of the BRAEH S
convertible note — — — — — — 24,395 — — 24,395 —  243%
Deferred tax liabiltyon B A £BZ
recognition of equity MR ARER D AL
component of ZEEREEE
convertible note — — — — — — (4,025) — — (4,025) — (4,025)
Transfer LF — - - - - 204 - - (204) - - -
At 31t December, 2008 A -2 E/\F
(audited) +-A=+-8
(B&%) 3792 316,227 — 16,584 127 7,206 20,370 5992 99,342 469,640 — 469,640
Loss for the period HAEE - — - - - - - - (20,09) (20,09) — (2009
Exchange difference BREELCER
arising on translation 2] — — — — — — — (147) — (147) — (147)
Total comprehensive AR ON L
income for the period — — — — — — — (147) (20,096) (20,243) —  (20,243)
Acquisition of subsidiaries 4§ 8 Fff & 2 &)
(note 16) (Hist16) — — — — — — — — — — 63,071 63,071
At 30th June, 2009 R-B2hE
(unaudited) ~A=t+A
(REER) 3,792 316,227 — 16,584 127 7,206 20,370 5,845 79,246 449,397 63,071 512,468




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
ERAGRESELRB IR (@)

For the six months ended 30th June, 2009
BE—FZENFNA=F+HIEANEA

Notes:

(ii)

(iii)

The non-distributable reserve represents the aggregate amount of the share
premium of the subsidiaries as at the time of a group reorganisation effected on
13th December, 2002 (the “Group Reorganisation”).

The merger reserve represents the difference between the aggregate nominal
amount of the share capital of the subsidiaries and the nominal amount of the
Company’s shares issued in exchange thereof pursuant to the Group
Reorganisation.

As stipulated by the relevant laws and regulations in the People’s Republic of
China (the “PRC"), subsidiaries established in the PRC (the “PRC subsidiaries”)
are required to maintain a general reserve fund which is non-distributable.
Appropriations to this reserve fund are made out of profit for the year of the PRC
subsidiaries’ PRC statutory financial statements which are prepared in accordance
with the accounting principles generally accepted in the PRC. The amount and
allocation basis are decided by the board of directors of the PRC subsidiaries
annually and is not less than 10% of the profit for the year of the PRC
subsidiaries for that year. The general reserve fund can be used for expanding the
capital base of the PRC subsidiaries by means of capitalisation issue.

(ii)

(iii)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BHHGEHEETRER

For the six months ended 30th June, 2009
BE—FEZENFNA=+HIEANEA

Six months ended 30th June,
BZEANA=THLAEA

2009 2008
—EEBNF —ETNF
HK$°000 HK$'000
BEET T BT IT
Notes (unaudited) (unaudited)
igza (REEZ) (REEEZ)
Net cash from operating activities REREEBK RS FE 5,065 10,210
Net cash used in investing activities:  F{ERB/EEN 2 IR & F % :
Acquisition of subsidiaries W B B B A A 16 (117,540) —
Deposits paid for the acquisition WENB AR ZHRES N 10
of the entire equity interest ZE®
in subsidiaries (61,967) —
Purchase of property, plant and BEWE BENLKE
equipment (1,564) (4,448)
Other investing cash flows HWRERETE 429 (3,104)
(180,642) (7,552)
Net cash used in financing activities: Rt G /EEN 2 IR & F 50 ¢
Other financing cash flows Etm@mEReRE (1,117) 2,224
New bank loan raised MELRTER = 5,000
Repayment of bank loans BEIRTTER — (11,000)
(1,117) (3,776)
Net decrease in cash and BekReEEBYRFR
cash equivalents (176,694) (1,118)
Cash and cash equivalents —A—BZHERBREEED
at 1st January 400,150 18,807
Effect of foreign exchange rate SN DEE R B) » L&
changes 3) 331

Cash and cash equivalents at
30th June, represented by
bank balances and cash

RAZTRZBSRRELEEY
BERTTAESR RIS EX

223,453 18,020




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GLENCE I E e R

For the six months ended 30th June, 2009
BE—FZENFNA=F+HIEANEA

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure requirements
of Appendix 16 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
and with Hong Kong Accounting Standard 34 “Interim Financial
Reporting”.

SIGNIFICANT ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis, except for certain financial
instruments, which are measured at fair values.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the year
ended 31st December, 2008. In addition, the following accounting
policies were adopted in current period.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, are capitalised as part of the
cost of those assets. Capitalisation of such borrowing costs ceases
when the assets are substantially ready for their intended use or
sale. Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Exploration and evaluation assets

Exploration and evaluation assets are recognised at cost on initial
recognition. Subsequent to initial recognition, exploration and
evaluation assets are stated at cost less any accumulated
impairment losses.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCE R R e

For the six months ended 30th June, 2009
BE—FEZENFNA=FHIEANEA
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Exploration and evaluation assets (Continued)

Exploration and evaluation assets include the cost of exploration
rights and the expenditures incurred in the search for natural
resources as well as the determination of the technical feasibility
and commercial viability of extracting those resources.

When the technical feasibility and commercial viability of extracting
natural resources become demonstrable, previously recognised
exploration and evaluation assets are reclassified as either
intangible assets or property, plant and equipment. These assets
are assessed for impairment before reclassification, and any
impairment loss is recognised in profit or loss.

Impairment loss on exploration and evaluation
assets

The carrying amount of the exploration and evaluation assets is
reviewed annually and adjusted for impairment in accordance with
HKAS 36 Impairment of Assets whenever one of the following
events or changes in circumstances indicate that the carrying
amount may not be recoverable (the list is not exhaustive):

o the period for which the Group has the right to explore in
the specific area has expired during the period or will expire
in the near future, and is not expected to be renewed;

. substantive expenditure on further exploration for and
evaluation of mineral resources in the specific area is neither
budgeted nor planned;

o exploration for and evaluation of mineral resources in the
specific area have not led to the discovery of commercially
viable quantities of mineral resources and the Group has
decided to discontinue such activities in the specific area; or

. sufficient data exist to indicate that, although a development
in the specific area is likely to proceed, the carrying amount
of the exploration and evaluation asset is unlikely to be
recovered in full from successful development or by sale.

An impairment loss is recognised in profit or loss whenever the
carrying amount of an asset exceeds its recoverable amount.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S B IS 3R Y &

For the six months ended 30th June, 2009
BE—FZNFNA=+HIEANEA

SIGNIFICANT ACCOUNTING POLICIES (continued)

In the current interim period, the Group has applied, for the first
time, the following new and revised standards, amendments and
interpretations (“new and revised HKFRSs"”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA"),
which are effective for the Group’s financial year beginning on 1st

January, 2009.
HKAS 1 (Revised 2007) Presentation of Financial Statements
HKAS 23 (Revised 2007) Borrowing Costs

HKAS 32 & 1 (Amendments) Puttable Financial Instruments and Obligations

HKFRS 1 & HKAS 27
(Amendments)

HKFRS 2 (Amendment)

HKFRS 7 (Amendment)

HKFRS 8

HK(IFRIC) — Int 9 &
HKAS 39 (Amendments)

HK(IFRIC) — Int 13

HK(IFRIC) — Int 15

HK(IFRIC) — Int 16

HKFRSs (Amendments)

HKFRSs (Amendments)

Arising on Liquidation

Cost of an Investment in a Subsidiary, Jointly
Controlled Entity or Associate

Vesting Conditions and Cancellations

Improving Disclosures about Financial
Instruments

Operating Segments

Embedded Derivatives

Customer Loyalty Programmes

Agreements for the Construction of
Real Estate

Hedges of a Net Investment in a Foreign
Operation

Improvements to HKFRSs issued in 2008,
except for the amendment to HKFRS 5
that is effective for annual periods
beginning or after 1st July, 2009

Improvements to HKFRSs issued in 2009
in relation to the amendment to
paragraph 80 of HKAS 39

2.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCE R R e

For the six months ended 30th June, 2009

B E

—EFENFNA=FHIUSNEAR

SIGNIFICANT ACCOUNTING POLICIES (continued)

HKAS 1 (Revised 2007) has introduced a number of terminology
changes, including revised titles for the condensed consolidated
financial statements, and has resulted in a number of changes in
presentation and disclosure. HKFRS 8 is a disclosure standard that
requires the identification of operating segments to be performed
on the same basis as financial information that is reported
internally for the purpose of allocating resources between
segments and assessing their performance. The predecessor
standard, HKAS 14 “Segment Reporting”, required the
identification of two sets of segments (business and geographical)
using a risks and returns approach. In the past, the Group’s primary
reporting format was business segments.

The application of HKFRS 8 has resulted in a redesignation of the
Group's reportable segments as compared with the primary
reportable segments determined in accordance with HKAS 14 (see
note 3). The adoption of the new and revised HKFRSs has had no
material effect on the reported results and financial position of the
Group for the current or prior accounting periods. Accordingly, no
prior period adjustment has been recognised.

2.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S B IS 3R AR Y &

For the six months ended 30th June, 2009
BE_FENFNA=FHIANEA

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Group has not early applied the following new or revised
standards, amendments or interpretations that have been issued
but are not yet effective:

HKFRSs (Amendments) Amendment to HKFRS 5 as part of
Improvements to HKFRSs issued in 2008’

HKFRSs (Amendments) Improvements to HKFRSs issued in 20092

HKAS 27 (Revised in 2008) Consolidated and Separate Financial
Statements’

HKAS 39 (Amendment) Eligible Hedged Items!

HKFRS 1 (Amendment) Additional Exemptions for First-time Adopters?

HKFRS 2 (Amendment) Group Cash-settled Share-based Payment

Transactions?

HKFRS 3 (Revised in 2008) Business Combinations'
HK(IFRIC) — Int 17 Distributions of Non-cash Assets to Owners'
HK(IFRIC) — Int 18 Transfers of Assets from Customers?

! Effective for annual periods beginning on or after 1st July, 2009.

2 Amendments that are effective for annual periods beginning on or after
1st July, 2009 or 1st January, 2010, as appropriate.

3 Effective for annual periods beginning on or after 1st January, 2010.

4 Effective for transfers on or after 1st July, 2009.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCE R R e

For the six months ended 30th June, 2009

B E

—EFENFNA=FHIUSEAR

SIGNIFICANT ACCOUNTING POLICIES (continued)

The adoption of HKFRS 3 (Revised 2008) may affect the Group’s
accounting for business combinations for which the acquisition
dates are on or after 1st January, 2010. HKAS 27 (Revised 2008)
will affect the accounting treatment for changes in the Group’s
ownership interest in a subsidiary.

The directors of the Company anticipate that the application of
other new and revised standards, amendments or interpretations
will have no material impact on the results and the financial
position of the Group.

SEGMENT INFORMATION

The Group has adopted HKFRS 8 “Operating Segments” with
effect from 1st January, 2009. HKFRS 8 requires operating
segments to be identified on the basis of internal reports about
components of the Group that are regularly reviewed by the chief
operating decision maker, the Group’s Executive Directors, in order
to allocate resources to segments and to assess their performance.
In contrast, the predecessor standard (HKAS 14 “Segment
Reporting”) required an entity to identify two sets of segments
(business and geographical) using a risks and returns approach,
with the entity’s “system of internal financial reporting to key
management personnel” serving only as the starting point for the
identification of such segments. In the past, the Group’s primary
reporting format was business segments. The application of HKFRS
8 has resulted in a redesignation of the Group's reportable
segments as compared with the primary reportable segments
determined in accordance with HKAS 14.

In prior years, primary segment information was analysed on the
basis of the types of goods sold by the Group’s operating divisions
(i.e. aluminium, zinc, magnesium and others). However,
information reported to the Group’s Executive Directors for the
purposes of resource allocation and performance assessment
focuses more specifically on the principal activities of the Group.
The operation of the Group is mainly carried by several subsidiaries
which are considered as operating segments. Based on similarities
in economic characteristics, the operating segments are aggregated
into two reportable segments which are exploration of mineral
properties and manufacture and distribution of die casting part.

2.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G ECE I E e R

For the six months ended 30th June, 2009
BE—FZNFNA=F+HIEANEA

SEGMENT INFORMATION (continued)

Accordingly, the Group's reportable segments are redesignated
under HKFRS 8.

. Exploration of mineral properties — exploration of uranium
and coal
o Manufacture and distribution of die casting parts —

manufacture and distribution of aluminium, zinc and
magnesium die casting parts

During the period ended 30th June, 2008, the Group was
organised into one operating segment, namely the “Manufacture
and distribution of die casting parts”. As set out in note 16, the
acquisition of the segment of exploration of mineral properties was
completed on 29th June, 2009. Hence, there are two reportable
segments during the period ended 30th June, 2009. Yet, the
exploration of mineral properties segment does not generate any
segment result to the Group for the period.

Information regarding the above segment is reported below.
Amounts reported for the prior year have been restated to conform
to the requirements of HKFRS 8.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCE R R e

For the six months ended 30th June, 2009
BE—FEZENFNA=+HIEANEA

3. SEGMENT INFORMATION (Continued) 3. ZEER @
The following is an analysis for the Group’s revenue and results by AEE WS REBNERERRKREE
operating segment for the periods under review: DWW

Six months ended 30th June, 2009
BE-_ZEZAEARA=THILAEA
Manufacture

Exploration of and distribution
mineral  of die casting

properties parts Consolidated
BhER HERDH
WEWE REBAH e
HK$'000 HK$'000 HK$°000
BET T BT T BEET T
REVENUE I %% — 54,769 54,769
RESULTS ES
Segment loss o EBE 1A — (15,334) (15,334)
Change in fair value of BIEEEHREZ
investments held for trading NEEEH 205
Interest income B A 419
PRC tax refund on capital PEEAREAR
investment in a subsidiary B R 2,214
Central administration costs AR 1T AR AR (2,791)
Finance costs ERZ Wi (4,791)
Loss before taxation K 5 A AT 18 (20,078)
Income tax expense 8’ f = (18)
Loss for the period BN 5 18 (20,096)




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S B IS 3R AR Y &

For the six months ended 30th June, 2009
BE—FZENFNA=F+HIEANEA

3. SEGMENT INFORMATION (continued)

72 E E @

Six months ended 30th June, 2008

BHE_ZZNFXXA=1THIEREA

Manufacture
and distribution
of die casting

parts Consolidated
SLERDH
[RS8 4R 14 ey
HK$'000 HK$'000
BB T BB T T
REVENUE Uk 108,054 108,054
RESULTS -
Segment loss D EBEE (5,330) (5,330)
Dividend income from available-for-sale AHHEREY
investments & S WA 15
Dividend income from investments BIEEEKREZ
held for trading & B4 A 10
Change in fair value of investments HIEEBEREZ
held for trading NEEEZE (189)
Interest income M B A 49
PRC tax refund on capital investment FEMEARIER
in a subsidiary WERB 1,503
Central administration costs Hr R AT B R (806)
Finance costs B & AR (442)
Loss before taxation W 30 Al & 1R (5,190)
Income tax credit FrigtiE % 318
Loss for the period BN & 18 (4,872)

Segment loss represents the loss incurred by each segment without
allocation of change in fair value of investments held for trading,

dividend income from available-for-sale investments/investments
held for trading, interest income, PRC tax refund on capital
investment in a subsidiary, central administrative costs and finance
costs. This is the measure reported to the Group’s Executive

Directors for the purposes of resource allocation and performance

assessment.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRR e

For the six months ended 30th June, 2009
BE—FEZENFNA=+HIEANEA

3. SEGMENT INFORMATION (continued)

The following is an analysis of the Group’s assets by operating

segment:

72 E E @

REBEERZENMZOMMT

2009 2008

ZBEEhF ZETNF

HK$'000 HK$'000

BT T BT

Exploration of mineral properties MREEY 2 231,166 —
Manufacture and distribution of RiE Ko HEREA N

die casting parts 195,972 224,553

427,138 224,553

4. FINANCE COSTS

(=N

Six months ended 30th June,
BZ/X<A=1tHIAEA

2009 2008
—EEhE —ETNF
HK$'000 HK$'000
BEET T PRET T

Interest on bank borrowings wholly EARAEARNBHES ==
repayable within 5 years 2 B 55 442

Effective interest expenses on AMREREERFEMRX

convertible note 4,736 —
4,791 442




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S B IS 3R AR Y &

For the six months ended 30th June, 2009
BE_FENFNA=FHINEA

5. INCOME TAX EXPENSES (CREDIT)

PR < (E%)

Six months ended 30th June,
BZAA=1tHIKEAR

2009 2008
—EENF —EEN\F
HK$'000 HK$'000
BT T BETT
(unaudited) (unaudited)

(REER) (RigE=Z)

Current tax RNERTL 1A
Hong Kong Profits Tax BEHEFEH — -
Other jurisdictions HhalxiER 18 209
18 209

Deferred taxation IR IE R IE
Current period N EAfE = (527)
18 (318)

No provision for Hong Kong Profits Tax has been made in the
financial statements as the Group had no assessable profit for both
periods.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the respective jurisdictions.

R 7S S B 0 R B R 3 4 R SR B s
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ikt o

Hi R E R 2 HADREEBRE
BRZBTHESHE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCE R R e

For the six months ended 30th June, 2009
BE—FEZENFNA=+HIEANEA

6. LOSS FOR THE PERIOD 6. HREIE

Six months ended 30th June,
BZEANA=1THIEAREA

2009 2008
—EERE —EENF
HK$'000 HK$'000
BET T BETT
Loss for the period has been arrived at after B EEENGR GTA)
charging (crediting) the following items: T5EE :
Depreciation of property, plant and equipment  ¥1% - [ E RREZITE 8,346 8,772
Dividend income from available-for-sale AHEEREZ
investments B A = (15)
Dividend income from investments BIEEEKREZ
held for trading AR B A = (10)
Change in fair value of investments BIEEEREZ
held for trading NEEES (205) 189
Gain on disposal of property, HEWE - BER
plant and equipment B2 Was = (60)
7. LOSS PER SHARE 7. BREE
The calculation of the basic loss per share attributable to the ARBEEEEARESRERNERE
owners of the Company is based on the following data: THRBE T OB E
Six months ended 30th June,
BEANA=tTHLEAREA
2009 2008
—EENEF ZEENFE
HK$'000 HK$'000
BT T BETT
Loss for the period attributable to AAREZFAEA
owners of the Company FEiH AR E B (20,096) (4,872)




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G ENCE R E e R

For the six months ended 30th June, 2009
BE—FZENFNA=F+HIEANEA

7.

LOSS PER SHARE (continued)

7.

BREE @

Six months ended 30th June,
BZEANA=1THIEAREA

2009 2008
ZBENF —EENFE
‘000 ‘000
TR T
Number of shares: BREEAE :
Weighted average number of ordinary shares TESRELREEZ
for the purpose of basic loss per share o E R A g B 379,168 220,000

No diluted loss per share for the period ended 30th June, 2009 is
presented as the conversion of convertible note and the exercise of
outstanding share options of a subsidiary would result in a decrease
in loss per share.

No diluted loss per share for the period ended 30th June, 2008 is
presented as there was no potential dilutive ordinary shares
outstanding during the period.

MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT

During the period, the Group spent approximately HK$1,564,000
(six months ended 30th June, 2008: HK$4,448,000) on acquisition
of property, plant and equipment in the PRC in order to upgrade its
manufacturing capabilities. In addition, upon the acquisition of
Western Prospector Group Ltd. (“Western Prospector”) and its
subsidiaries (together known as the “Western Prospector Group”)
as set out in note 16, the Group's property, plant and equipment
was increased by approximately HK$44,405,000. Western
Prospector is a company incorporated in Canada with its shares
listed on the Toronto Stock Exchange Venture Exchange (“TSX").

A R AT R R A AT B R )
R R AT 52 2 i P A F) 2 B AR R 1R R
L BAUEZINBE_ZTTNF A
=tRIESMzEREEESE -

HREBEE_ZZENFRA=THILH
A WEBRTEABEHIWNEZE
B MY EE2 LA HE 2 B R
SBEE -

NE -BMERREEZE

REIA - A& B 3 A 478 %1,564,000
THEHEZZZNFNA=Z+THIER
& A : 7 ¥%4,448,0007T) 42 iE 1 B #)
¥ MEMSKE WRAEEESRD-
It S - I B Western Prospector Group
Ltd. ([FEFAED REMBRE AT
FiE I QA R EDE R
6 AEBZWE BEL&KE
¥ 0 #) 7 #544,405,0007T © 78 5 2 A
RERMERTMKLZ AR A
BRONRZHEBLFRDMBIER SR
(EZ2:ES S )=
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCE R R e

For the six months ended 30th June, 2009
BE—FEZENFNA=+HIEANEA

9.

EXPLORATION AND EVALUATION ASSETS

The Group’s exploration and evaluation assets was wholly arising
from the acquisition of Western Prospector Group as set out in
note 16. Exploration and evaluation assets include the cost of
exploration licenses and the expenditures incurred in the search of
natural resources as well as the determination of the technical
feasibility and commercial viability of extracting those resources.

On 13th April, 2009, before the acquisition made by the Group,
two out of eleven of the Western Prospector Group’s uranium
exploration licenses were suspended because the Western
Prospector Group was claimed not in compliance with Law on
Minerals, Land Law and Law on Radiation Safety of Mongolia
according to a report issued by the inspector of Mongolia (the
“inspector”) of the Mineral Resources Authority of Mongolia
("MRAM").

Details of the abovementioned non-compliance are summarised as
follows:

. The Western Prospector Group did not conduct a detailed
environmental impact assessment, which was to be used to
formulate an environmental protection plan and the
environmental protection plan should be approved and
report its implementation.

. Qualification assurance on land was not made by a
professional organisation.

. Permits were not attained from the radiation inspection
authority when transporting radioactive mineral samples.
Transportation indexes are not established and recorded, and
the caution mark for dangerous substances were not placed
on the badges.

. No radioactive waste management program was developed,
reviewed or approved.

. There had been cases where employees working in the
underground mine without radon protection masks. The
supply of personal radiation protection equipment and the
actions to reduce the risk of internal exposure to radiation
were inadequate.

9.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30th June, 2009

B =

—EEAFNA=SHIUNEAR

EXPLORATION AND EVALUATION ASSETS 9.

(Continued)

. The average unit activity rate of radioactive Radii-226 isotope
is 9.33Bk/I in the water samples taken which is 4.7 times
higher than the acceptable content of the radioactive
isotope.

The Western Prospector Group provided a written reply to the
MRAM to address each of the above alleged non-compliance cited
by the Inspector and the suspension was lifted in early July 2009.

On 10th July, 2009, the Group received notices from the Inspector
stating that all of the Group’s uranium exploration licenses have
been suspended due to purported breaches of various laws of
Mongolia. The allegations set out in the 10th July, 2009 letters are
different from those set out in the letter dated 13th April, 2009.
Details of the abovementioned non-compliance are summarised as
follow:

o Failed to have approved the results of exploration work by
the Mineral Professional Council of the State Minerals
Reserve Committee of Mongolian government.

o Failed to register reserve of mineral with the state unified
registry.
o Failed to maintain no less than 10% of the shares of Western

Prospector on The Mongolian stock exchange.

o Issue of a reserve estimate report based on inappropriate
standards.
. Use of the deposit without execution of agreement.

o Transfer of a mineral license to its group company.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30th June, 2009

B E
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EXPLORATION AND EVALUATION ASSETS

(Continued)

Based on the legal advice from the Group’s Mogolia legal advisers,
in the opinion of the directors, the allegations made by MRAM are
not applicable to the Group. The Western Prospector Group had
submitted the necessary reserve estimate reports in accordance
with Mongolian standards to MRAM in June 2008, and has been
waiting for further discussion and approval. The Western
Prospector Group has not concluded any execution agreement
without having the proper approval from the relevant authorities,
where it is required by law. In addition, the Western Prospector
Group only holds some uranium exploration licenses but not any
uranium mining licenses. The alleged breaches of several mining
laws are not applicable to the Western Prospector Group.
Moreover, only companies with uranium mining licenses are
required to have no less than 10% of the shares of the companies
be listed on the Mongolian stock exchange. The Group holds
uranium exploration licenses only. As a valid holder of uranium
exploration licenses, the Group has the right to transfer the
uranium exploration license or partial transfer of the area covered
by the uranium exploration license. The Western Prospector Group
did transfer part of the area in prior years with the transferred area
already been registered under a new license number under the
new license holder.

In response to the suspension, the Group has replied to MRAM in
respect of the alleged breaches. The Group's independent
Mongolian legal counsel has indicated that the Group's response is
reasonable and comprehensive and that it would be reasonable for
the Inspector to conclude that the Group had addressed all of the
breaches raised in the report to the Inspector's satisfaction and if
the Inspector accepts the response, they will notify MRAM and
MRAM will be obligated to terminate the suspension.

On 12th and 13th August, 2009, the Group received letters from
the relevant authorities regarding the new laws on nuclear energy
("New Laws"), which will become effective on 15th August, 2009.
Under the requirements of the New Laws, the Group needs to re-
register with the relevant local authorities about their exploration
licenses held. The New Laws do not provide grounds for refusal of
re-registration. The whole purpose of re-registration is to separate
radioactive mineral licenses from the rest of the mineral licenses
and imposing new requirements on the former. The re-registration
of the Group’s exploration licenses is in progress.

9.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G ENCE I E e R

For the six months ended 30th June, 2009
BE_FZNFNA=F+HIEANEA

10. TRADE AND OTHER RECEIVABLES AND 10. BERE ZRA R HMBEW
PREPAYMENTS FROIE DK TR A+ RROE
The Group generally allows credit periods ranging from 30 days to AEB-—RETHESEFP30BE90
90 days to its trade customers. The following is an analysis of trade HeGEEH REZRE2IZ2EKE
receivables by age, presented based on the invoice date net of SERHBREREB) 2RI
allowance for doubtful debts: ™~

30th June, 31st December,

2009 2008
RZBEAE RZZTZTN\F
AA=+A +ZA=+—H
HK$°000 HK$'000
BB T T BB
Trade receivables FEWE Z R
0 to 30 days 0H Z30H 9,678 15,821
31 to 60 days 31H £60H 6,664 15,999
61 to 90 days 61H ZE90H 3,059 6,070
91 to 120 days 91H £120H 741 4,036
Over 120 days HiE120H 1,344 2,123
21,486 44,049
Other receivables H b e W SRR
Deposits paid for the acquisition of KT A ﬂ SEEN
Western Prospector Group (Note) Za1 & (BfaE) 61,967 —
Deposits paid EffiT& 3,120 3,973
Others H 2,500 2,184
67,587 6,157
Prepayments TE RIE 2,272 875
91,345 51,081
Note: The initial deposit paid to a Canadian share register during the period was Mat: RERRMERNRNDELEL D
intended for an acquisition of the entire equity interest in Western TR RABERBERSIAAEE S
Prospector Group. As only shareholders with an aggregate shareholding DA - A R A IRIE 42 5869.5% 2 IX
of 69.5% agreed to sell their shares to the Group, the remaining balance RABAAEBHERSZ ZRM B
of HK$61,967,000 at 30th June, 2009 was returned to the Company ZTETINFARA=Z+TANEREE
subsequent to the end of the interim period. 61,967,000 E R HEHAZ B &R

EAR A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCR R R e

For the six months ended 30th June, 2009
BE—FEZENFNA=FHIEANEA

11. TRADE AND OTHER PAYABLES AND N BRESZRAREMENS
~ = =
ACCRUALS MIEU K BTt R
The following is an analysis of trade payables by age, presented REZAZI2ENESERZER
based on invoice date: DITIAE :
30th June, 31st December,
2009 2008
R-BEAFE RKRIZTZTN\F
NA=+HA +=—A=+—H
HK$°000 HK$'000
BEET T BT T
Trade payables ENESER
0 to 30 days 0H £30H 3,766 10,456
31 to 60 days 31H £60H 820 872
61 to 90 days 61H £90H 26 352
91 to 120 days 91H Z=120H 85 17
Over 120 days HBiE120H 517 289
38
5,214 11,986
N
= Other payables H b FE I 5R1E
= Accruals fE 5t R 3R 30,587 12,354
o} Other payables H th JE < 5RIE 1,977 12,094
§ Deposits received BT & 2,336 4,115
S
Q
E 34,900 28,563
3.
o 40,114 40,549
+H
7
i
at
i
P>

=




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R B4R & B IS 3R AR Y &

For the six months ended 30th June, 2009
BE—FEENFNA=FHINEA

12. UNSECURED BANK LOAN WHOLLY REPAYABLE
WITHIN ONE YEAR

During the period, the Group did not obtain any new bank loan (six
months ended 30th June, 2008: HK$5,000,000). The unsecured
bank loan carries an effective interest rate of approximately 1.9%
per annum (2008: 2.9%).

12.

AR—FRBBEECE
BERBITERK

RER REB I EETHFBITE
REEZFEENFNAZ+THLER
1 A : 7 #5,000,0007T) » & K IR 17
BERZEBRENEHNIIE(ZZEEN
F:29E) -

13. SHARE CAPITAL 13. B
Number of
ordinary
shares Amount
ZEREE S5
‘000 HK$'000
Fh& BT T
Ordinary shares of HK$0.01 each FREES¥.01 T E B
Issued and fully paid: EEITEAR
At 1st January, 2008 and RZZEENF-—HA—ABR
30th June, 2008 —ZEENEFERA=TH 220,000 2,200
Issue new shares BATHTR 159,168 1,592
At 31st December, 2008 and RZEENF+A=+—HE
30th June, 2009 —EFAFXNAZ=TH 379,168 3,792
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCR R R e

For the six months ended 30th June, 2009
BE—FEZENFNA=FHIEANEA

14. CAPITAL COMMITMENTS 14, EXREPE

30th June, 31st December,
2009 2008
R-BBAE RZZTTNF
AHA=+HB +ZA=+—H”

HK$'000 HK$'000
BET T BB T
Capital expenditure in respect of MUKEDE BEAREBEZ
acquisition of property, plant and BARRY :
equipment:
Authorised but not contract forinthe  ZEEEKRFTLH R
condensed consolidated financial FARERGE VSRR BE
statements 1,167 1,167
Contracted for but not provided in EETHEARRERERE
the condensed consolidated BE 7S Rk B
financial statements 16,833 16,833
40 18,000 18,000
~ 15. OPERATING LEASE COMMITMENTS 15. KREHE AL
=
ff\ At the period end date, the Group had outstanding commitments REAEE  REBRBEHREEWER L
'r'jo' for future minimum lease payments under non-cancellable ZARAIREEERE R T A FEE
3 operating leases for rented premises which fall due as follows: HE Nz REE B % &IEHESFRIER
§. EWMT
o
5. 30th June, 31st December,
= 2009 2008
- R-BBAE R-TT &
B AA=+HE +-A=t+—8
g HK$°000 HK$'000
5 BT T BT T
.
pzii)
> Within one year —&FR 6,112 6,241
a In the second to fifth year inclusive Fo_FRERF(RIEEEMSE) 7,050 11,353
13,162 17,594
Operating lease payments represent rentals payable by the Group RETHEDNEEAEFBGREETHA
for certain of its office premises and factory land and buildings. The EMEULEFE T EEFENN A
average lease term is 3 years. Rentals are fixed and no S FTHHMEFHAFE -FHE TS
arrangements have been entered into for contingent rental FBEERIABSNRETLEMNR

payments. o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R B4R & B IS 3R AR Y &

For the six months ended 30th June, 2009
BE_FZNFNA=F+HIEANEA

16. ACQUISITION OF SUBSIDIARIES 16.

As set out in note 8, the Group acquired approximately 69.5% of
the issued share capital of Western Prospector Group from
independent third parties for an aggregate consideration of
approximately HK$143,589,000. This acquisition has been
accounted for as acquisition of assets and liabilities as the only
activity of the Western Prospector Group is the holding of
exploration licenses in radioactive minerals in Mongolia.

The net assets acquired in the transaction are as follows:

Wy B B B 2 ]

AN S E - AEE R BEILE =
FTREASAAEEE FTRAL
69.5% ' X {E & £ 4975 143,589,000
T BRARBRAANEBEZE—XEBAR
REGHEESTEBRY 2 EBEFA
FOBMEBREKEEERBEAR-

RXGBBEZEEFENT

HK$'000
BEET T
Property, plant and equipment W WEKERE 44,405
Exploration and evaluation assets BR KA R B E 154,633
Other receivables and prepayments H i JIE U FR B N FB A FOE 3,220
Bank balances and cash RITHHB LIRS 28,982
Other payables and accruals H i & A< R K B ET RO (6,688)
224,552
Minority interests LR EE = (63,071)
Net assets acquired Friig c EEFE 161,481
Consideration satisfied by: ATF A AFRE :

Cash B& 143,589
Transaction costs incurred FTEEZRZHA 17,892
161,481

Net cash outflow arising from acquisition:  WEMEE 2R &R H FEE -
Cash consideration paid ENRENRE (143,589)
Transaction costs paid EENEE NN (2,933)
Bank balances and cash acquired FrielEg 2 tRITA R IR & 28,982

117,540
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BLCENCR R R e

For the six months ended 30th June, 2009
BE—FEZENFNA=FHIEANEA

17. RELATED PARTY TRANSACTIONS

0)

Remuneration of directors and other
members of key management

The remuneration of directors and other members of key
management during the period are as follows:

17. BEBREALTRS

ESERHEMETEEER
BB M

HNEEREMEIBEEER
B2B&WT

Six months ended 30th June,
BZEANA=1THIEAREA

2009 2008

—EEhE —ETNF

HK$'000 HK$'000

BETT BT T

Short-term benefits KR T 4,570 2,438
Post-employment benefits RIK1EAEF 29 24
4,599 2,462

The remuneration of directors and key executives is
determined by the remuneration committee having regard to
the performance of individuals and market trends.

On 3rd December, 2008, Mr. Tsang Chiu Wai and Mr. Kong
Cheuk Luen Trevor, former directors and existing
shareholders of the Company, had entered into new service
agreements with the Company for two years until 3rd
December, 2010. Pursuant to the agreed terms of the service
agreements, each of Mr. Tsang and Mr. Kong shall be
entitled to a fixed salary of HK$3,500,000 per annum plus
potential 15% profit bonus and 5% discretionary profit
bonus. It is also a term of the service agreements that both
Mr. Tsang and Mr. Kong shall guarantee on United Non-
Ferrous (Overseas) Limited, a wholly owned subsidiary of the
Company, and its subsidiaries’ consolidated net asset value
of not less than the sum of HK$189,674,000 as at 3rd
December, 2010. Otherwise, each of Mr. Tsang and Mr. Kong
shall be liable to pay half of such shortfall to the Group.

FMZESEREETRETET
BABEBERRMHBER
EEREZHM-

RZTFEENFF+ZA=ZH &K
NREMAESERBEAERRE MR
BEERIBRILEERARRA
RN HE RERE &
—TE—ZTF+_AZHLR
BREBEZBEMERR Bt
ERIKEEHAERSBEE
3,500,0007T 2 [& 5 F ¥ &
15% i Fl) 7€ AT %25% B 1% & ) 7€
HoHAPp—BERBHBEBERR
EEEERMIAEBERE
RZE-—ZE+-_A=H" &
A Az & B KB 2 dUnited
Non-Ferrous (Overseas) Limited }&2
ENB ARG EEFES
> B A 189,674,000 - &
Bl @AEAERIEESTEBZAMR
REBSZNFEERE-



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
G ENCE I E e R

For the six months ended 30th June, 2009
BE_FZNFNA=F+HIEANEA

17. RELATED PARTY TRANSACTIONS (Continued)

(I) Transactions and balances with other state-

controlled entities in the PRC

The Group itself is part of a larger group of companies under
China National Nuclear Corporation (“CNNC") which is
controlled by the PRC government. Apart from an interest
expense in relation to the convertible note of approximately
HK$4,736,000 to its immediate holding company, CNNC
Overseas Uranium Corporation (“CNNC Overseas”), during
the period, the Group has not conducted business with other
state-controlled entities.

In addition, the Group has entered into various transactions,
including deposits placements with certain banks and
financial institutions which are state-controlled entities in its
ordinary course of business. In view of the nature of those
banking transactions, the directors of the Company are of
the opinion that separate disclosure would not be
meaningful.

18. EVENTS AFTER THE END OF THE INTERIM
PERIOD

0

(ii)

Details of the suspension of the Group’s exploration licenses
are set out in note 9.

On 8th July, 2009, the Company entered into a placing
agreement with a placing agent to subscribe up to
50,000,000 new shares at a price of HK$8.78 per placing
share (the “Placing”). On 20th July, 2009, the transaction
was completed and the gross proceeds from the Placing of
approximately HK$439 million was received and will be used
for the future business developments and the general
working capital of the Group.

17. BEBEEA T

(1

X5 @

AR E EMmEREHE
%5 RS

REBXREEFBEBFZESZ
FREZIESEAR(PEZE

EDETRAREEQRRZEHD -
BRARBANREEEERA AT
N EEBRERAQR([H
%8 5D A #9 7 14,736,000
TZARBEEREEMNERAX
G AN R B 7 A B b B R 4%
HIEEEETER -

AN REBER -REBKBRE
TEETEEREZEFNEREZR
TheMBEBILZHERS
BREFEFR - ERZFRT
XHUE KARREERR 5
THREEET K-

18. AP HIHIBEA&E R REE

@)

(ii)

AEBRBHFAUBZ2EEFEB
N R

RZZEZNFEANB AA
RIEEEREBII L TRE RS -
EH&@EEH§1’73?%¢%58787_52F
1% » 38 8% & %50,000,0000% 1 f%
Wr@a%n CHRHGRZEEN
FLAZ+AEK BEEME
FRIB 4B A 49745 % 439,000,0007T
HIEAEBAREBHBER K —
MEBEBES 2B -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30th June, 2009
BE—FEZENFNA=FHIEANEA

18. EVENTS AFTER THE END OF THE INTERIM
PERIOD (Continued)

(iii)

On 14th August, 2009, after a special shareholders meeting
held by Western Prospector, the shareholders of Western
Prospector voted for a complete taken-over by the Group
and the Group will pay Canadian dollar (“CAD") 0.56 for
each share held by the minority shareholders. The amount
paid to minority shareholders amounted CAD9,357,755
(equivalent to approximately HK$63,071,000).

Western Prospector then became a wholly-owned subsidiary
of the Group and the ordinary shares of Western Prospector
were delisted from the TSX at the close of business on 18th
August, 2009.

18. AP HHNEEEHRER

(%)

(iii)

RZZEZAFNATEA B
BEARBTZHAIKRAE

B ABRARZIREKREEK
AEBTHKBWBAILAE M
REEBRLPBRERABFEZ
B B 19 2 1505640 st (T A0
T mMABBRERMEZA &8
49,357,755 7T (A E R 4B K&
63,071,0007T) °
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CNNC International Limited
b iZEIFEARAT

www.chncintl.com

Unit 2809, 28th Floor
China Resources Building
26 Harbour Road, Wanchai
Hong Kong

FEEfT
BEE2REFKE
28#£2809=

Tel: (852) 2598 1010
Fax: (852) 2598 6262
Email: info@cnncintl.com

ER5: (852) 2598 1010
B E: (852) 2598 6262
EH: info@cnncintl.com
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