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Chairman’s Statement
EREHE

On behalf of the Board, | would like to thank all the shareholders and investors for their
support of North Asia Resources Holdings Limited and its subsidiaries (the “Group”). It
is my pleasure as the Chairman to present the Annual Report on the Group’s business
activities for the year ended 31st December, 2010. In particular, this Report sets out
the work the Group has undertaken over the past year to develop our new portfolio of
businesses in the mining sector.

On the capital front, the Group has managed to achieved several milestones during the
year, including a successful placement in February 2010 and subsequently securing the
financial support from China Construction Bank International Limited last September by
way of a convertible bond issue. This has provided the Group with the financial impetus
to move ahead in its mining operation.

2010 has been a challenging year for the Group’s operation attributed to the
exceptionally cold winter in Mongolia for the first and second quarter of 2010 and

the prolonged production schedule due to the additional time needed to obtain the
necessary approval of water usage from the local government for the required scale

of operation. However, the Group has been able to continue to explore and develop its
iron ore mine (the “Oyut Ovoo Mine”). During the year, the Group has seen the initial
blasting at the Oyut Ovoo mine and the trial production of its alluvial gold. Furthermore,
through our excellent networking in Mongolia, we had the opportunity to invest in an
attractive and exciting coal trading business.
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Our Banking and finance systems integration services business continued to decline

as compared with previous years as a result of the highly competitive conditions in the
self-service equipment sector. In view of the continuing challenging environment in the
future, the Group will closely monitor and assess this division’s prospects and viability.

As China’s GDP continue to grow on a year-on-year basis, steaming with industrial
demands and rapid urbanization, we remain confident of the mineral resources and
mining sectors across the North Asia region. The Group will continue to proactively
seek potential mergers and acquisition opportunities, in particular in these sectors that
would be in the interests of the Company and the shareholders as a whole.

| would like to take this opportunity to thank the management and staff of the Group,
especially our dedicated staff stationed in Mongolia for their loyalty and support under
such challenging environment. | would also like to thank all our stakeholders, especially
our shareholders and business partners for their trust and confidence in the Group’s
management.

2011 will continue to be a year of challenges for the Group, but with our concerted
effort and experience gained from the past year, | believe we will be able to deliver on
our promises. | am looking forward to reporting more positive news to our shareholders
in the coming months.

Tse Michael Nam
Chairman

Hong Kong, 28th March, 2011
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Management Discussion & Analysis
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The Group’s continuing operations delivered a turnover of approximately
HK$31,922,000 for the year ended 31st December, 2010 (2009: approximately
HK$51,705,000), which was mainly contributed by the banking and finance systems
integration businesses. The 38.3 % year-on-year decrease in turnover was mainly
attributed to intense price competition in the market during the year.

As a result, the gross profit from continuing operations decreased by 15.6% year on
year to approximately HK$10,144,000 (2009: approximately HK$12,019,000) for the
year to 31st December, 2010. However, there was an improvement in the gross profit
ratio which increased from 24% to 32% due to the exercise of better control on costing
during the year in review.

The Group recorded a loss attributable to equity holders of approximately
HK$3,009,777,000 mainly as a result of the impairment of goodwill amounting to
HK$2,653,767,000 and an impairment loss recognized in respect of mining right for
iron of approximately HK$287,500,000 as a result of the decrease in the business
enterprise value of Golden Pogada LLC (“Golden Pogada”). The fair value of the
business of Golden Pogada was based on the valuation report issued by Greater China
Appraisal Limited (“Greater China”), an independent professional valuer. The decision
to impair the carrying amounts of the goodwill and mining right was made by the Board
after taking into consideration Greater China’s report and the challenges encountered
by the mining operation during the year as a result of prolonged production schedule
due to the additional time needed to obtain the necessary approval of water use from
the local government for the required scale of production. This represents an increase
of 16.2 times as compared to a loss of approximately HK$186,108,000 last year.

Loss per share for the year to 31st December, 2010 was HK438.10 cents, compared
with a loss per share of HK70.81 cents for 2009.

During the year in review, the mining business has commenced a trial production but not
yet generated any income.

The Directors do not recommend the payment of a final dividend for the year ended
31st December, 2010 (2009: Nil).
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Iron ore mining

In April 2010, the Group further consolidated its interests in the Oyut Ovoo mine (the
“Oyut Ovoo Mine”) through the acquisition of an additional 9.999% equity interest

in Golden Pogada LLC (“Golden Pogada”) by way of the issue of new shares in the
Company to China Railway Mongolia Investment LLC (“CRMI”), a subsidiary of China
Railway Resources Group Co., Ltd. The Company now holds a 99.990% interest in
Golden Pogada.

The first and second quarters of 2010 were exceptionally cold in Mongolia which posed
some challenges on the operation of the Oyut Ovoo Mine. In September 2010, after the
successful completion of the mine design and dry processing equipment installation,
the Oyut Ovoo Mine saw the initial blasting of 20,000 tonnes of iron ore ready for trial
production, paving the way for scaled iron ore production expected to commence in

the first half of 2011. During the financial year in review, the iron ore mine has not yet
generated any income.

Since the Group has repositioned its focus on resources development in Mongolia,
transportation solution has become the main emphasis for the Group because it is

a critical element to the success of mining and developing bulk mineral resources in
Mongolia. As part of this solution, the Group has secured an international throughput
quota with CRMI for the transportation of iron ore products from Mongolia through to
China. CRMI is also at the stage of completing the overall construction of a transit

and loading dock, which is located in close proximity to the train station of Choir,
Govisumber aimag in Mongolia. Choir is a transportation hub along the Trans-Mongolian
Railway closest to the Oyut Ovoo Mine. The construction of a rail extension line linking
the dock to the main rail line of the Choir station is near completion.
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In end of April 2010, the Group completed the acquisition of the entire interest in Dadizi
Yuan LLC* (“Dadizi Yuan”). Dadizi Yuan holds mining and exploration licenses in respect
of two alluvial gold mines located in Khar Yamaat (the “Gold Mines”), Khongor and
Sharin Gol Soum of Darkhan Uul aimag, Mongolia.

The Gold Mines have a total mining area of approximately 20.03 sq km on which 35
drill holes with total drilling of 1,500 m covering a 1.5-sq-km area were completed.

A ground breaking ceremony for the Gold Mines was held in June 2010 in the presence
of local government officials and community members. For the second half of the

year, the majority of the effort has been spent on removing top soil in order to reach
the alluvial gold strata. Towards the end of the year, the Group has commenced and
successfully recovered approximately 1,200 grams of raw alluvial gold from the licensed
area. The Group is positioned to commence commercial production of its alluvial gold
after the winter months.

Furthermore, as the windfall tax on gold in Mongolia is to be lifted from 1st January
2011, the Group is in a position to better capture this revenue source in the near
future.

During the financial year in review, the Gold Mines has not yet commence generating
any income for the Group.

As part of the Group’s strategy to become a gateway for resources between China and
Mongolia, the Group decided to expand into the coal trading business, leveraging on the
transportation strength of CRMI. Together, we established a jointly invested company in
December 2010. Under the shareholders’ agreement governing the establishment and
operations of the jointly invested company, CRMI is responsible for procuring sufficient
transportation and throughput quota for 2011 from the Lin-Ce Railway Co., Ltd. to be
allocated to the jointly invested company. Furthermore, the Group has signed a coal
supply agreement with SouthGobi Sands LLC, a subsidiary of SouthGobi Resources
Ltd., for the purchase of 450,000 tonnes of coal in 2011. The Group is currently in
discussion with other coal mining companies to diversify its supply source. The scale of
this business segment is expected to grow significantly once the Group has established
long-term relationships with the coal suppliers.

The Management expects this business segment to contribute a healthy cash-flow to
the Group in 2011 and beyond.

*  For identification purpose only
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Management Discussion & Analysis
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Agricultural Businesses

In consideration of the unsatisfactory and slower-than-expected pace of development
of the agro-conservation and bio-energy businesses, and in order to focus on the new
resources businesses, the Group disposed of the agro-conservation and bio-energy
operations in March 2010.

Banking and finance systems integration services Businesses

The banking and finance systems integration services businesses of the Group
is carried out by its wholly-owned subsidiary, Topasia Computer Limited and its
subsidiaries (“TopAsia Group”).

Affected by the monetary easing measures implemented across the world, the PRC
experienced asset price and labor cost hikes, increasing pressure of inflation and
severe business environment in 2010. Against such backdrop, the TopAsia Group’s
performance from its operation of the banking and finance systems integration services
businesses continued to decline as compared to previous years. Competition within
the industry led to a drop in the maintenance cost per machine. On the other hand,
the renewal of maintenance contracts was affected by the replacement of obsolete
equipment by the customers. Furthermore, equipment manufacturers flocked to the
after-sales market for better return as the profit from sales of hardware has diminished,
further intensifying existing competition. These factors presented major threats to the
business of the TopAsia Group.

The outlook for the TopAsia Group for 2011 remains uncertain. The main goals for the
TopAsia Group will be to continue with its costs control measures and maintain its long
term clients.

OUTLOOK

The Board expects 2011 to be an exciting year for the resources business as the Group
shifts from the preparation stage to the production stage for both of the Group’s mines.
Through the trials and challenges that were experienced in 2010, the Group is confident
of commencing scaled production for both the Oyut Ovoo Mine and the Gold Mines in
the second quarter of 2011.

Once the rail extension line linking the dock to the main rail line of the Choir station has
been completed, the Group intends to fully utilize facility for the transportation of the
minerals from its mine to Choir station.
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The Group’s newly invested coal trading business is an exciting project that will

help to diversify its revenue stream and also strengthen the Group’s position as an
international supplier of primary steelmaking resources to China. China’s demand for
steel will very likely continue to increase, which will continue to generate strong demand
for the two main feedstocks, iron ore and coking coal. The coal trading and iron ore
business synergism will enhance services for its end consumers and generate greater
returns for its shareholders.

The Board remains confident in the prospects of the mining and resources businesses,
while it acknowledges the challenges and difficulties of operating in this sector. By
expanding into other businesses such as coal trading, the Group strives to maintain a
diversified income stream, while positioning itself to maximize shareholders’ return by
continuing to be active in identifying other attractive investment opportunities.

At 31st December 2010, the Group recorded total assets of approximately
HK$1,716,600,000 (2009: approximately HK$4,442,141,000), which were financed by
liabilities of approximately HK$488,885,000 (2009: HK$663,014,000) and equity of
approximately HK$1,227,715,000 (2009: HK$3,779,127,000). The Group’s net asset
value as at 31st December 2010 decreased by 66.30% to HK$1,227,285,000 as
compared to approximately HK$3,642,297,000 as at 31st December 2009.

The Group had total cash and bank balances of approximately HK$259,086,000 as

at 31st December 2010 (2009: HK$27,049,000). The net cash balance as at 31st
December 2010 was approximately HK$259,086,000 (2009: HK$27,049,000), as the
Group does not have any bank borrowings (2009: nil).

As explained in the “Subsequent Events” section of this report, the Group has
breached certain convertible loan notes conditions which would entitle the subscriber
of the convertible loan notes to request for early redemption of the convertible loan
notes with total principal amount outstanding of approximately HK$335,400,000 and
respective unpaid accrued interest. The Group has net cash balance of approximately
HK$259,086,000 as at 31st December 2010. The Group is confident that by accepting
and fulfilling the additional conditions requested by the subscriber of the convertible
loan notes, it will be able to achieve a successful outcome on its ongoing negotiations
with the subscribers of the convertible loan note. The Group may also seek appropriate
external resources providers to bring in funds and/or viable assets into the Group.
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As at 31st December 2010, the current ratio was 5.75 (2009: 2.27) and gearing ratio
was 0.24 (2009: 0.01) which was defined as the Group’s convertible loan notes over
its equity attributable to equity holders of the Company.

Charges on assets

At 31st December 2010, the entire issued shares of Green Paradise Enterprises
Ltd. was pledged to convertible loan noteholders. At 31st December 2009, no fixed
deposits were pledged to banks to secure banking facilities.

Treasury policies

The Group generally finances it operations with internally generated resources, proceeds
from the disposal of its available-for-sale-investments, from equity fund raising activities
and from raising convertible loan notes. All financing methods, including equity, debt
and other means, will be considered so long as such methods are beneficial to
shareholders as a whole. Subsidiaries in the PRC and Mongolia use internally generated
resources to finance their working capital requirements. Bank deposits are mainly in
Hong Kong dollars (“HK$”), Renminbi (“RMB”) and United States dollars (“US$”).

Contingent liabilities and capital commitments
The Group had no material contingent liability as at 31st December, 2010.

The Group had capital commitments for the acquisition of plant and machinery which
were contracted but not provided for totaling HK$18,453,000 (2009: nil) and other
commitments for an investment in a cooperation project which were contracted but not
provided for totaling HK$6,552,000 (2009: HK$21,034,000).

Forcign cxchunge exposure

For the year ended 2010, the Group mainly earns revenue in Renminbi and incurs costs
in HK$, RMB and US$. Although, the Group currently does not have any foreign currency
hedging policies, it does not foresee any significant currency exposure in the near future
since the HK$ and US$ are pegged. However, any permanent or significant changes

in the pegged system or the exchange rates of RMB against HK$, may have possible
impact on the Group’s results and financial positions.

Employee and remuneration policies

As at 31st December 2010, the Group employed approximately 240 full time staff in
the Mainland China, Hong Kong and Mongolia. The Group remunerates its employees
based on their performance, working experience and the prevailing market price. Other
employee benefits include mandatory provident fund, insurance and medical coverage,
training programs and share option scheme.
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After the year end, the Company issued a circular to Shareholders dated 2 February
2011 (the “First Circular”) in relation to, among others, the alterations of the terms
of the US$30m convertible loan notes (the “US$30m Convertible Loan Notes”), the
proposed specific mandate to be granted to the Directors to allot and issue up to
178,846,153 shares, being the total number of shares which may be issued upon
conversion of the US$30m Convertible Loan Notes and the convening of a special
general meeting on 23 February 2011 to vote on the resolutions. Please refer to the
First Circular for further details.

Subsequent to the despatch of the First Circular, the Company has on 9th February
2011 received a letter (the “Letter”) from the subscriber (the “Subscriber”) of the
US$30m Convertible Loan Notes and the US$10m convertible loan notes (together, the
“Convertible Loan Notes”) notifying the Company of the alleged breach of the terms and
conditions (the “Conditions”) of the Convertible Loan Notes.

Both Mr. King and Mr. Chan resigned from the directorship of the Company with effect
from 27th January 2011 (the “Resignation”). It was alleged by the Subscriber that the
Resignation had constituted a breach of and an event of default under, the Conditions,
which would entitle the Subscriber to give notice to the Company that each of the
Convertible Loan Notes is due and payable at its principal amount. In addition, it was
further alleged by the Subscriber that the resignation of Mr. King had also constituted a
change of control event as defined in the Conditions, which would entitle the Subscriber
to require the Company to redeem all or some of the Convertible Loan Notes.

However, as a gesture of goodwill and support to the Company, the Subscriber stated
in the Letter that it may not exercise its right to give notice to the Company that each
of the Convertible Loan Notes is due and payable at its principal amount or the right to
require the Company to redeem all or some of the Convertible Loan Notes until 31st
December 2011 (or a later time as the Subscriber and the Company will mutually agree)
on the following conditions:

(i) the Company shall notify the Subscriber immediately on each occasion after the
Company has withdrawn US$1,000,000 or more out of the bank account (the
“Account”) where proceeds from the Convertible Loan Notes are credited; and

(i) the Company shall submit to the Subscriber a copy of the bi-weekly electronic
bank statements in relation to the Account within 3 business days after the end
of each of the aforesaid reporting period.

On 10th February 2011, the Company decided to accept the above conditions. On 18th
February 2011, the Company announced its decision to adjourn the special general
meeting and to issue a supplemental circular (the “Supplemental Circular”) to provide
Shareholders with further information on the change of circumstances. Please refer

to the announcements of the Company dated 10th February 2011 and 18th February
2011 and the Supplemental Circular for further details.
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BOARD OF DIRECTORS
Executive Directors
Mr. Tse Michael Nam (Chairman and acting Chief Executive Officer)
Mr. Yang Xiaoqi
(appointed 22nd October 2010)

Non-executive Director
Mr. Wu Chi Chiu (Deputy Chairman) (appointed 22nd October 2010)

Independent Non-executive Directors
Mr. Lim Yew Kong, John

Mr. Mak Ping Leung

Mr. Leung Po Wing, Bowen Joseph, GBS, JP

COMPANY SECRETARY
Ms. Ng Jenna Bee Ching (appointed 24th March 2011)

REGISTERED OFFICE
Clarendon House

2 Church Street

Hamilton HM 11

Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
Units 2001-2, 20th Floor, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

PRINCIPAL BANKERS

Standard Chartered Bank (Hong Kong) Limited
5th Floor Standard Chartered Bank Building
4-4A Des Voeux Road Central

Hong Kong

Bank of China (Hong Kong)
2A Des Voeux Road Central
Hong Kong

SOLICITORS
Michael Li & Co.

14th Floor, Printing House
6 Duddell Street, Central
Hong Kong
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AUDITOR

SHINEWING (HK) CPA Limited
43/F., The Lee Gardens,

33 Hysan Avenue,

Causeway Bay, Hong Kong
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TRANSFER OFFICE
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Bank of Bermuda Building

6 Front Street

Hamilton HM 11

Bermuda

HONG KONG BRANCH REGISTRAR AND
TRANSFER OFFICE

Tricor Tengis Limited

26th Floor, Tesbury Centre

28 Queen’s Road East

Hong Kong
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Boards’ and Management Profile

Y &8t YN =Rty

EXECUTIVE DIRECTORS

Mr. Tse Michael Nam, aged 53, is the current Chairman, acting Chief Executive Officer and
an Executive Director of the Company. Mr. Tse has over 25 years of experience in corporate
management in the agriculture, manufacturing, mining and M&A sectors. Mr. Tse was a
registered consultant to Asian Development Bank and has held key positions in several
Hong Kong listed companies such as being Executive Director of Asia Coal Limited (stock
code 835) and as the Vice Chairman and Managing Director of Asia Aluminum (a company
previously listed on the HKEx under stock code 930). Mr. Tse holds a Bachelor of Science
degree in Biological Science from the University of California, Berkeley and a Master of
Business Administration degree from the University of San Francisco.

Mr. Yang Xiaoqi, aged 51, is an Executive Director of the Company. Mr. Yang joined
the Group as an associate director in September 2010. Mr. Yang is also the General
Director of China Railway Mongolia Investment LLC (“China Railway Mongolia”). Mr.
Yang has over 20 years’ experience in the field of corporate management, railway
infrastructure and transportation. He first entered Mongolia in 2005 and established
China Railway Mongolia in 2007. Mr. Yang holds a Master of Business Administration
degree from the University of Science and Technology Beijing and an Executive Master
of Business Administration degree from Preston University.
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Boards’ and Management Profile

HRELEEANEEN

NON-EXECUTIVE DIRECTOR

Mr. Wu Chi Chiu, aged 48, is the Deputy Chairman and the Non-Executive Director
of the Company. Mr. Wu has been an executive director of China Motion Telecom
International Limited (stock code: 0989), a company listed on the Main Board of the
Stock Exchange, since February 2006 and the vice chairman and the chief executive
officer of the same company since March 2006 and is responsible for business
management of that group. He had been an independent non-executive director of
Sustainable Forest Holdings Limited (stock code: 0723) (formerly known as Bright
Prosperous Holdings Limited), a company listed on the Main Board of the Stock
Exchange, from August 2007 to August 2008. Mr. Wu holds a Bachelor of Science
degree from the University of Toronto, Canada.
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Mr. Lim Yew Kong, John, aged 49, is an Independent Non-Executive Director of the
Company. Mr. Lim is currently a director of AXIA Equity Pte Ltd, a Singapore based
Company involved in providing corporate advisory services. Prior to this and since 1991,
Mr. Lim was involved extensively in private equity investments, having managed several
private equity funds covering primarily the ASEAN region. Between 1984 and 1991, Mr.
Lim worked in Dowell Schlumberger in the United Kingdom and Arthur Andersen & Co.;
London. Mr. Lim is also currently an independent non-executive director of The Style
Merchants Limited (formerly known as Netelusion Limited), Karin Technology Holdings
Limited and Radiance Group Limited, all of which are companies listed on the Singapore
Stock Exchange. Mr. Lim graduated with a Bachelor’'s Degree in Economics from the
London School of Economics and Political Science in the United Kingdom. He is a
qualified chartered accountant from the Institute of Chartered Accountants in England
and Wales.

Mr. Mak Ping Leung, aged 61, is an Independent Non-Executive Director of the
Company. Mr. Mak is currently the Managing Director of Hong Kong Economic Times
Holdings Limited (“HKET”) and the Publisher of HKET. He is also the honorary advisor to
the Hong Kong Institute of Marketing and a Director of Hong Kong Copyright Licensing
Association Limited. Mr. Mak has over 30 years of extensive experience in the media
and publishing industry. Prior to the founding of HKET in 1987, he was the Bureau Chief
of Wen Wei Po, European Bureau in London, and was later promoted to the Deputy
General Manager of Wen Wei Po. Mr. Mak obtained his Bachelor of Arts degree from
The University of Hong Kong and had attended a journalism programme “Journalists

in Europe” in France. In 1988, he was elected as one of the Ten Outstanding Young
Persons of Hong Kong.

Mr. Leung Po Wing, Bowen Joseph (Gss, /), aged 61, is an Independent Non-Executive
Director of the Company. Mr. Leung is currently serving as an independent non-executive
director for two other companies listed on the Hong Kong Stock Exchange namely
Paliburg Holdings Limited and PYI Corporation Limited. Mr. Leung previously served as
the Director of the Office of the Government of the Hong Kong Special Administrative
Region in Beijing until his retirement in November 2005. During his tenure with the
Government, Mr. Leung has served in various senior positions including the Deputy
Secretary for District Administration (later re-titled as Deputy Secretary of Home Affairs),
Deputy Secretary for Planning, Environment and Lands, Private Secretary, Government
House, and Secretary for Planning Environment and Lands. Mr. Leung has extensive
experience in corporate leadership and public administration. Mr. Leung was conferred
with the Gold Bauhinia Star honour in 2004 and appointed as a Justice of Peace in
2007, for his very distinguished services to the Hong Kong community.
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Mr. David C. Owens, aged 57, is currently a technical and business development
consultant based in Singapore. Mr. Owens’ 32-year career in the mining industry, out
of which 17 years were in Asia, covers mineral exploration, mine operations, corporate
management, finance, business development and entrepreneurship. Mr. Owens has
been actively working in Mongolia since 2001. He acquired his core technical and
management skills working in large base metal mines in Arctic Canada during his 11-
year stint with a mining company. Subsequently, Mr. Owens founded and listed two
public mining companies, Asia Minerals and Asia Gold, to develop precious metal,
base metal and coal mining opportunities in China, Mongolia and Indonesia. Under his
leadership, Asia Minerals obtained the first State Council approved business license
for a foreign gold mining joint venture in China and a majority stake in Asia Gold was
acquired by Ivanhoe Mines to carry out the mining of a large coal deposit discovered

in the Gobi region of Mongolia. Mr. Owens is a graduate in Mining Geology from the
Imperial College, London University, holds a diploma in Canadian Financial Management
from the University of Toronto and is a registered Professional Geologist in the province
of British Columbia, Canada.

Mr. Sean Hinton, aged 44, has more than 22 years of experience in Mongolia and
speaks fluent Mongolian, having lived there from 1988 to 1995 and having served as
Mongolia’s Honorary Consul-General in Australia for four years from 1996. Mr. Hinton
founded a private company in 2007 to provide strategic and investment advisory
services in North Asia, and currently divides his time between Beijing and Ulaanbaatar.
He has experience in advising international companies on cross-border transactions
and IPQ’s, primarily in the energy and minerals sector in China, Mongolia, Australia and
Africa. He has also undertaken advisory work for the governments of Mongolia and
South Africa. In recent years he has advised on transactions of more than US$11.5
billion. Mr. Hinton’s recent roles include: Senior Independent Advisor to Goldman Sachs
(Asia) (ongoing); Special Advisor to the CEO of SOHO China on their IPO; and Chairman
of China Networks Ltd. a regional TV roll-up. Prior to the founding of the private
company, Mr. Hinton was a partner and principal at Media Entertainment Advisors, a
boutique investment bank in London, where he advised private investors and corporate
clients including public broadcasters, distributors, banks, hedge funds and government
agencies. He sat on the investment committee of the Creative Capital Fund, a London-
based venture-capital fund, and on the board of advisors of a number of online start-
up companies. Mr. Hinton started his career working with McKinsey & Company for 5
years from 1995, working in their Sydney and London offices. Mr. Hinton was trained at
the Guildhall School of Music and Drama (A.G.S.M.), University of Cambridge (M.Phil.
Ethnomusicology) and the MIT Sloan School of Management (Sloan Visiting Fellow).
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Mr. Chan Ka Kit, aged 36, is the Group’s Financial Controller. Mr. Chan has over 13
years of working experience in auditing and accounting in Hong Kong and People’s
Republic of China. Prior to joining the Company, he has worked for an international audit
firm for more than seven years. He previously held financial controller position in a
pharmaceutical group and as chief financial controller and company secretary position
in Spark Roll Group Limited (stock code: 970). Mr. Chan is a member of the Hong Kong
Institute of Certified Public Accountants and the Association of Chartered Certified
Accountant (UK). Mr. Chan holds a Bachelor of Arts (Hons) in Accountancy from The City
University of Hong Kong.

Mr. Zhou Zhiyong, aged 39, is the Group’s General Manager for the operations

in Mongolia. Mr. Zhou has over 17 years of experience in mining and geological
exploration, resources development and project management and has worked in Inner
Mongolia, China and Mongolia. Prior to joining to the Group, he has been the Deputy
General Manager, the mining project manager, the Chief Engineer and the head of
geological technician for the mining operations of Baotou Iron and Steel (Group) Co.,
Ltd, an iron and steel state-owned enterprise in Inner Mongolia, China. Mr. Zhou holds
a Bachelor of Engineering in Geology from The Northeast University at Qinhuangdao
Campus (RILKBREEHK).

Mr. Zhang Guohua, aged 46, is the Mine Manager of the Group’s Oyut Ovoo iron mine.
Mr. Zhang has over 20 years of experience in mining and geological exploration. Prior
to joining the Group, Mr. Zhang was the general manager and chief mine engineer of
Xinjiang Tumushuke Haitian Mining Xiaohaizi Iron Ore Mine ( 58 B/ & 52 /& KR 2/
/B F#7E) , and deputy general manager and mine manager of Western Mining Ximeng
Hunan Anhua Province Antimony Company Ltd ( 78 2B1E 2 78 5 & R1H R 1L EL B 0 8
X EPR7AF]). Mr. Zhang graduated in mine engineering in Shenyang College of Gold
Mining (V&P & & BRI 2.

Mr. Chen Bo, aged 44, is the Group’s Deputy Mine Director and Senior Mining
Engineer. Mr. Chen graduated from the Central South University specializing in open-

pit mining. Mr. Chen has over 20 years of experience in mining work, including over 8
years of managing experience of alluvial gold mines. Mr. Chen has worked as a mining
technician, mining engineer and supervisor/director of production safety and technology.
Prior to joining the Group, Mr. Chen has been the mining director of the Tukuzbuy gold
deposit (FEEHEKETE) of ¥TEMM R IETEETESE B R AT, as well as the deputy
manager of the Yuncaishan Iron Mine (ZE# 1L ###) of WL EREZEIL FEEBRAD
al.
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Reports of the Directors
S CE ey

The Board of Directors (the “Directors”) of the Company is pleased to present their
report and the Audited Financial Statements of the Company and its subsidiaries (the
“Group”) for the year ended 31st December 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. As discussed in the
Chairman’s Statement and the Management Discussion and Analysis sections of the
Company’s 2009 Annual Report, the Group entered into the new mining business

in Mongolia through the acquisition of North Asia Resources Group Limited and its
subsidiary on 16th December 2009 and disposed of its agro-conservation and bio-
energy businesses in early 2010. In May 2010, the Group further acquired 2 alluvial
gold mines. Details of the material activities of the Group’s principal subsidiaries are
set out in note 42 to the consolidated financial statements. Apart from the new mining
businesses, there were no other significant changes in the nature of the Group’s
principal activities during 2010.

RESULTS

The Group’s results for the year ended 31st December 2010 and the state of affairs of
the Company and of the Group at that date are set out in the Financial Statements on
pages 46 to 144.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published consolidated results and the assets,
liabilities and minority interests of the Group, prepared on the basis set out in the
notes to the consolidated financial statements. This summary does not form part of the
audited financial statements.
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N =3
RESULTS 3
2010
—E-Ef = .
HK$’000 HK$'000 HK$'000 HK$'000
THT FTHT THx oy FET
TURNOVER ¥R
Continuing operations BEGEER 31,922 51,705 109,154 66,635 58,740
Discontinuing operations BRIEER - - 569 5,617 -
31,922 51,705 109,723 72,252 58,740
LOSS BEFORE TAX BBLAIE R
Continuing operations BEGEER (3,038,980) (31,478) (32,935) (40,763) (11,633)
Discontinuing operations BRIEER 257 (156,250) (196,441) 4,715 -
(3,038,723) (187,728) (229,376) (36,048) (11,633)
TAX BE 28,486 (508) 30,053 (1,209) 1,642
LOSS BEFORE MINORITY INTERESTS Rt BRRERAER (3,010,237) (188,236) (199,323) (37,257) (9,991)
MINORITY INTERESTS DERRES 460 2,128 1,417 (422) -
NET LOSS ATTRIBUTABLE TO RRERZER
SHAREHOLDERS (3,009,777) (186,108) (197,906) (37,679) (9,991)
N, EI-__‘: D22,
ASSETS, LIABILITIES AND MINORITY INTERESTS HiE - AR A EIR RS
2010
—2-2F = )\! : =z
HK$’000 HK$'000 HK$’ HK$'000 HK$'000
THT FHT THT FHT TET
NON-CURRENT ASSETS FRBEE 1,400,130 4,175,616 274,583 406,367 48,880
CURRENT ASSETS REBEE 316,470 266,525 217,337 114,382 190,519
CURRENT LIABILITIES REEE (55,082) (117,320) (85,754) (77,732) (68,407)
NET CURRENT ASSETS RBEERE 261,388 149,205 131,583 36,650 122,112
TOTAL ASSETS LESS CURRENT LIABILITIES ¥E#ERABEE 1,661,518 4,324,821 406,166 443,017 170,992
NON-CURRENT LIABILITIES FRBEE (433,803) (545,694) (71,310) (117,667) -
MINORITY INTERESTS LPERRES (430) (136,830) (2,855) (2,555) -
1,227,285 3,642,297 322,001 322,795 170,992
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PLANT AND EQUIPMENT

Details of movements in the plant and equipment of the Company and of the Group
during the year are set out in note 17 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital and share options during the
year, together with the reasons for such movements, are set out in notes 29 and 33,
respectively, to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and of the Group during the year
are set out in note 41 to the consolidated financial statements and in the consolidated
statement of changes in equity on page 50, respectively.

DISTRIBUTABLE RESERVES

At 31st December 2010, the Company had no retained profits available for cash
distribution or distribution in specie. Subject to the Companies Act 1981 of Bermuda
(the “Act”), the Company’s contributed surplus of approximately HK$458,561,000

is distributable. The contributed surplus and the Company’s share premium

account following a reduction thereof in compliance with the Act and the approval of
Shareholders of the Company, in the amount of approximately HK$3,940,400,000 at
31st December 2010, may be set off against the accumulated losses of the Company.
Thereafter, any balance in the share premium account of the Company may be
distributed in the form of fully paid bonus shares.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE AND REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased, redeemed or sold any of the
Company’s listed securities during the year.

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group’s five largest customers accounted for approximately 31% of the
Group's total sales in 2010.

Purchases from the Group’s five largest suppliers accounted for 95% of the total
purchases for in 2010 and purchases from the largest supplier included therein
amounted to 39% of the Group’s total purchases for the year.

None of the Directors, any of their associates, or any of the substantial shareholders
of the Company (which are disclosed to the Directors) had any beneficial interest in the
Group's five largest customers and suppliers.
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DIRECTORS

The Directors of the Company during 2010 and up to the date of this report were as

follows:

EXECUTIVE DIRECTORS

Mr. Tse Michael Nam (Chairman and acting Chief Executive Officer)
(resigned as Chairman on 1st January 2010,
resigned as Chief Executive Officer on 26th March 2010,
appointed as Deputy Chairman and acting Chief Executive Officer
on 22nd October 2010 and
re-designated as Chairman on 15th March 2011)

Mr. Yang Xiaoqi
(appointed on 22nd October 2010)

Mr. King Jun Chih, Joseph (Chairman)
(appointed on 1st March 2010 and
resigned from the Board on 27th January 2011)

Mr. Chan Kwan Hung (Deputy Chairman and Chief Executive Officer)
(appointed on 26th March 2010 and
resigned from the Board on 27th January 2011)

Mr. Puongpun Sananikone (Deputy Chairman and Executive Director)
(resigned from the Board 26th March 2010)

NON-EXECUTIVE DIRECTORS

Mr. Wu Chi Chiu (Deputy Chairman)
(appointed as the Non-Executive Director on 22nd October 2010 and
appointed as Deputy Chairman on 15th March 2011)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lim Yew Kong, John

Mr. Mak Ping Leung
(appointed on 1st March 2010)

Mr. Leung Po Wing, Bowen Joseph, GBS, JP
(appointed on 26th March 2010)

Mr. Albert Theodore Powers
(term of appointment expired 1st March 2010)

Mr. Pang Seng Tuong
(resigned from the Board 26th March 2010)
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In accordance with Bye-Law 111(A) of the Company’s Bye-Laws and the Code on RIBARRAR 2 ARMABIE11LA)VERES
Corporate Governance Practices (the “Code”) contained in Appendix 14 of the Rules AR SHAERAT ([BXAT])&EE L
(the “Listing Rules”) Governing the Listing of Securities on The Stock Exchange of Hong — M#R 8 ([ LR B ) k14 S 02T
Kong Limited (the “Stock Exchange”), Mr. Tse Michael Nam and Mr. Lim Yew Kong, JATHSFA) ([SPRI) - 3 %4 K Lim
John will retire by rotation at the forthcoming annual general meeting. In accordance Yew Kong, John 3t A= i 14 & g % B8 48 45 K
with Bye-Law 115, Mr. Yang Xiaoqi and Mr. Wu Chi Chiu will retire from their offices at BRESR BIBEQFMBIELLSHE 15
the forthcoming annual general meeting. Being eligible, each of Mr. Tse Michael Nam, BHESEARAEEEBRERERREA
Mr. Lim Yew Kong, John, Mr. Yang Xiaogi and Mr. Wu Chi Chiu will offer himself for re- FREEIR - FBFILE  Lim Yew Kong,
election as a Director. Johnse & - SRR A REAESIE AR B

NAERYTMEEREETRES-

DIRECTORS’ AND SENIOR MANAGEMENT’S HHREBREBRANRZIRE
BIOGRAPHIES
Biographical details of the current Directors and of the senior management of the Group  fEFfEEZHAEBESHREERAE ([EE
(the “Management”) are set out on pages 14 to 18 of this Annual Report. Bl BREENNEMREI4ZE18E °
DIRECTORS’ INTERESTS IN CONTRACTS HRR AR Z R
No Director had a material beneficial interest, either directly or indirectly, in any contract ~ #f & EE RN T sk H AR B 2 7%
of significance to the business of the Group to which the Company or any of its FANFBEREEHASEEREEATE Y
subsidiaries was a party during the year. At BEESHAERBERERER -
DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S W N AT BN B R
INTERESTS AND SHORT POSITIONS IN SHARES, JBe Ay ~ HH B A S fdi 27 2
UNDERLYING SHARES AND DEBENTURES WEAE SR
At 31st December 2010, the interests and short positions of the Directors and RZE—ZTF+-_A=+—H ARF=E
chief executives of the Company in the shares, underlying shares and debentures EREEITEABRAR T SHHEBEE
of the Company or its associated corporations (within the meaning of Part XV of the B(EEREBEHFRPEKI ([FH KD
Securities and Futures Ordinance (the “SFO")), as recorded in the register required to BEGI]) EXVER) 2 & - B G RE
be kept by the Company pursuant to Section 352 of the SFO, or as otherwise notified FH AR RRRBEES KBS K
to the Company and the Stock Exchange pursuant to the Model Code for Securities FE352FBEFE 2 B MATALER - HARIE
Transactions by directors of Listed Companies (the “Model Code”), were as follows: FTTHRARESETESRR HHIEESTA]
(MZESFADEMEARRR RERZMZ
EmRKBWT
(i)  Long position in the shares i) BrziFa

Approximate

percentage of issued
share capital as at
31st December 2010

ER=ZZF—2F
Name of Director Nature of interest No. of shares held Position +=A=+—-H=2
EEpnE SR FmERGHE 5B ERTREBHNED L
Mr. Tse Michael Nam Beneficial owner 11,531,642 Long 1.35%
A BEmBEAA HE
Mr. Lim Yew Kong, John Beneficial owner 839,178 Long 0.10%
Lim Yew Kong, John’t & EmfEAA TR
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(ii)  Long position in the underlying shares Gi) HHBEABRGZHE

Approximate
percentage of issued

share capital as at
31st December 2010

No. of HR=Z—ZF
Name of Director Nature of interest underlying shares Position +=ZA=+—-H2
EEnR Rz tEE HEARGEE BR ERTREABNE I
Mr. King Jun Chih, Joseph Interest of spouse 100,000 (Note 1) Long 0.01%
eEzEE fe B = (Bist1) W&
Mr. Tse Michael Nam Beneficial owner 2,003,157 (Note 2) Long 0.235%
S EmlEE A (Ktit2) W&
Mr. Lim Yew Kong, John Beneficial owner 2,560,822 (Note 3) Long 0.301%
Lim Yew Kong, John’t 4 EmEAA (H1a£3) HE
Mr. Mak Ping Leung Beneficial owner 1,000,000 (Note 4) Long 0.11%
ERREE EmdEB A (Kista)  W1E
Mr. Leung Po Wing, Bowen Beneficial owner 1,000,000 (Note 5) Long 0.11%
Joseph (GBS, JP) EmEA A (Ht:t5) TR

R E ZE S (GBS, JP)

Notes: et
1. Ms. Kung Lui (“Ms. Kung”), the wife of Mr. King Jun Chih, Joseph (“Mr. King”), an 1. PrTESSEZEE([25%
Executive Director, held share options of the Company entitling her to subscribe for E)zETFERELL ([EL
100,000 Shares at a subscription price of HK$1.00 per Share. By virtue of the SFO, TDRBEARGERE B
Mr. King was deemed to be interested in those share options held by Ms. Kung. T LARREE B 5 R 12 19 1.0078
TLaRE100,0008% ik (5 © 1R %
BHREEIRG] - &5 AR
BREZITRHAZZEER
R
2. Mr. Tse Michael Nam, the Chairman and acting Chief Executive Officer, held share 2. FERRBITRERMEE
options of the Company entitling him to subscribe for 100,964 Shares, 902,193 SEERBAERARERE Bk
Shares and 1,000,000 Shares at a subscription price of HK$6.51, HK$2.40 and 2 B AR E (B & i 176.51
HK$2.34 per Share respectively. BIT 2,408 T M 2.34B TR
88100,964% + 902,193% &
1,000,000 f& 15 ©
3. Mr. Lim Yew Kong, John, an Independent Non-Executive Director, held share options 3. B IEMITEELim Yew
of the Company entitling him to subscribe for 60,822 Shares, 1,500,000 and Kong, John L A5 AR A BIfE
1,000,000 Shares at a subscription price of HK$3.55, HK$2.34 and HK$1.49 per i BREDBIAREE
Share respectively. % i% 193.557% It~ 2.3478 7T
121.497% TR HE60,8220%
1,500,000/% }21,000,0004%
&7 o
4. Mr. Mak Ping Leung, an Independent Non-Executive Director, held share options of the 4, BYERTESEMREE
Company entitling him to subscribe for 1,000,000 Shares at a subscription price of AR RERE  GHENUAR
HK$1.49 per Share. & BT RARML.49B TR
1,000,0000% &5 ©
5. Mr. Leung Po Wing, Bowen Joseph, an Independent Non-Executive Director, held 5. BUFMITEEREREE
share options of the Company entitling him to subscribe for 1,000,000 Shares at a FAARRQREARRE AR
subscription price of HK$1.49 per Share. BESRK7N1.4978 TR
1,000,0008% f& 15 ©
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In addition to the above, as at 31st December 2010, certain Directors have non-
beneficial personal equity interests in certain subsidiaries held for the benefit of the
Company solely for the purpose of complying with the minimum company membership
requirements.

Except as disclosed above, as at 31st December 2010, neither the Chief Executive
Officer nor any of the Directors of the Company had or was deemed to have any
interests or short positions in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part XV of the SFO) (i)
which were required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO); or (ii) which were
required, pursuant to section 352 of the SFO, to be entered in the register referred

to therein; or (iii) which were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Except as disclosed above and in note 33 to the consolidated financial statements, at
no time during the year were rights to acquire benefits by means of the acquisition of
shares in the Company granted to any of the Directors or their respective spouses or
children under 18 years of age, or were any such rights exercised by any of them; or
was the Company, or any of its subsidiaries a party to any arrangement to enable the
Directors to acquire such rights in any other body corporate.

SHARE OPTION SCHEMES

Concerning the share options granted during the year to the Directors and employees as
detailed above and in note 33 to the consolidated financial statements, the Directors
do not consider it appropriate to disclose any theoretical value of the options granted
because, in the absence of a readily available market value of the share options in

the ordinary shares of the Company, the Directors were unable to arrive at an accurate
assessment of the value of the share options.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

Persons who have an interest or short position which is discloseable
under Divisions 2 and 3 of Part XV of the SFO and Substantial
Shareholders

So far as is known to the Directors, as at 31st December 2010, the following persons
(not being Directors or the Chief Executive Officer of the Company) had, or were deemed
to have, interests or short positions in the shares or underlying shares which are
required to be disclosed to the Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO or who were directly or indirectly interested in
10% or more of the nominal value of any class of share capital carrying rights to vote in
all circumstances at general meetings of any member of the Group:

(i) Interests in the shares and underlying shares

No. of shares
and/or underlying

Name of substantial Nature of

Interest

SR

shareholder

TERRHE BB

Mr. Yu Tsung Chin, William Interest of controlled 1,954,300,373
(Note 1) corporation
TRESAE (M) RiEE S 765,605,736

Interest of controlled
corporation

X I/f.%ﬁn

Mr. Zhang Wei (Note 1)
SRBSEAE (Hiat1)

Beneficial owner

EREAA

Mountain Sky Resources
(Mongolia) Limited
KRR (R ) BARAF
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shares held
FiERGAR %
HERGHAE

1,954,300,373

765,605,736

1,095,411,737

765,605,736

JIBe B e Al N 7 SR Ay
lﬁ*ﬁ bR BB A 2 2 S IR

AT ZE L5 8 7 S B Ak 2R
XVHER 582 K355 43 58 Z M 2
KRB Z AL R EERR
BEERM RN-_T-TE+-_A=+—
H: TOAL (WIERRAREELITERE
)ROSR AR - BB SR A
HEERIEEF LG EAIEXVEHE2%3
D EBE A MA A 7] R B A2 A R 2 M
HARA  NEEXEEREEHAERR
RAEMIBREREBTREERF 2K
RARE KRR 2RI AE{EL10%K LA
iR

(1) IR 42 R AR B AR 47 2 #E ik

Approximate

percentage of issued

share capital as at
31st December 2010

HR=B—2F
Position +=—A=+—-RH=%=
= ERTRABNE D
Long 229.54%
HAE
Short 89.92%
we
Long 229.54%
HAE
Short 89.92%
we
Long 128.66%
HAE
Short 89.92%
we



Reports of the Directors

o e

Name of substantial
shareholder

TERRMEEEH

Ultra Asset International Ltd.
(Note 1)
Ultra Asset International Ltd.

(Btit1)

Extra Right Group Limited
(Note 1)

Extra Right Group Limited
(Htit1)

Great Metal Group Limited
Great Metal Group Limited

China Railway Mongolia
Investment LLC (Note 2)

PHERETEREERA
(HizF2)

Grandwin Enterprises Limited
Grandwin Enterprises Limited

Mr. Leung Pak To (Note 3)
RAnEE S & (H1513)

Business Ally Investments
Limited

Business Ally Investments
Limited

CCB International Asset
Management Ltd. (Note 4)

CCB International Asset
Management Ltd. ( #/24)

No. of shares

and/or underlying
shares held
RGO R =
ARG EE

Nature of
Interest

SR

Beneficial owner 858,888,636

BB A

Interest of controlled
corporation

5 KA

1,095,411,737

765,605,736

Interest of controlled 1,954,300,373
corporation

S EEER 765,605,736

Beneficial owner 50,690,000

EmfEB A
Interest of controlled 50,690,000
corporation

A i

Beneficial owner 67,595,764

Em#EB A
Interest of controlled 67,595,764
corporation

TR A

Beneficial owner 893,811,644

ERERAA

Interest of controlled 893,811,644
corporation

TR A

Approximate

percentage of issued

share capital as at

31st December 2010

HR=B—2F

Position +=ZA=+—-H2

= ERTRABANBE I

Long 100.88%
e

Long 128.66%
e

Short 89.92%
wa

Long 229.54%
HE
Short 89.92%
KA

Long 5.95%
HE

Long 5.95%
HE

Long 7.93%
HE

Long 7.93%

we

Long 104.98%

Long 104.98%
HE
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Name of substantial
shareholder

TERRHE BB

CCB International Asset

Management (Cayman) Ltd.

(Note 4)
CCB International Asset

Management (Cayman) Ltd.

(Ktit4)

CCB International (Holdings)
Limited (Note 4)

CCB International (Holdings)
Limited ( #/54)

CCB Financial Holdings
Limited (Note 4)

CCB Financial Holdings
Limited ( #/54)

CCB International Group Holdings

Limited (Note 4)

CCB International Group Holdings

Limited ( #77£4)

China Construction Bank
Corporation (Note 4)

PEIRZRRITIRDBR AR
(Biita)

Central Huijin Investment Ltd.

(Note 4)
PRESRERRETEAR
(Hist4)

Treerun Investments Ltd.
(Note 5)
Treerun Investments Ltd.

(Ktit5)

Mr. Fan Wenshuang (Note 5)
BX &S (HiE5)

No. of shares

and/or underlying
Nature of shares held
Interest FERGOR =
s HEERGEE

Interest of controlled 893,811,644
corporation
SmEE s

Interest of controlled 893,811,644
corporation

FHOREA R

Interest of controlled 893,811,644

corporation
RiEE S

Interest of controlled 893,811,644
corporation
Eob N L

Interest of controlled 893,811,644
corporation

FEE S

Interest of controlled 893,811,644

corporation
RimEE S

Beneficial Owner 163,889,345
EmBEBA

Interest of controlled 163,889,345
corporation
SR B
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Approximate

percentage of issued

share capital as at

31st December 2010
ER=Z—2F

Position +=A=+—-8%2
BR ERTREABSANEI L

Long 104.98%
oA

Long 104.98%
HA

Long 104.98%
HA

Long 104.98%
HA

Long 104.98%
HA

Long 104.98%
HA

Long 19.25%
HA

Long 19.25%
HE
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Notes:

Mountain Sky Resources (Mongolia) Limited (“MSR Mongolia”) beneficially owns
155,350,000 Shares and 827,254,327 Convertible Preference Shares (“CPS”)

(long position) and 673,733,049 CPS (short position) which are convertible into
940,061,735 Shares and 765,605,738 Shares, respectively. MSR Mongolia is
beneficially owned as to 81.19% by Ultra Asset International Limited (“UAI”). By virtue
of the SFO, UAI was deemed to be interested in the Shares and CPS held by MSR
Mongolia.

UAI beneficially owns 70,820,000 Shares and 693,500,400 CPS which are
convertible into 788,068,636 Shares. UAl is beneficially owned as to 60% by Extra
Right Group Limited (“ERG”) and as to 40% by Mr. Zhang Wei (“Mr. Zhang”). ERG is in
turn, wholly and beneficially owned by Mr. Yu Tsung Chin, William (“Mr. Yu”). By virtue
of the SFO, Mr. Yu, Mr. Zhang and ERG were deemed to be interested in the Shares
and CPS held by MSR Mongolia and UAI.

WRER(EH)BRA A

(TWXERKH] D ExEH

H155,350,0008% B 17 LA &
827,254,327 1% 7] ¥ i% 8 56
B (Tl @k mkl) (4
£ ) }673,733,0490% 7] i
REER (CKE) DRI
#4% 5940,061,7350% &
765,605,738 f% 15 > 1L
X BER 5 & A UItra Asset
International Limited ( [UAI | )
25 ¥ B 81.19%HE 25 1R 1%
FHHRBEED - VAR
z%ﬁmae BERE A FAZR
DRABRKRELERPEGRE

X o

m

UAI'E %5 # 570,820,000
fi% i% 15 % 693,500,400 %
ARBRELER ATERA
788,068,636 A% 17 ° UAI
% B HExtra Right Group
Limited ([ERG]) KR & %
& ([REE] BESEB60%
T 40%1E2% ° ERGRIf T 7
EE(TFEREDZEERSHE
Ao IREFSHREBEGN - F

oA R4 RERGIR AR
INREERS & R UARE A Z %
DRABRKRELERPEGRE

o
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Great Metal Group Limited (“GMG”) beneficially owns 50,690,000 Shares. GMG is
wholly and beneficially owned by China Railway Mongolia Investment LLC (“CRMI”). By
virture of the SFO, CRMI was deemed to be interested in the Shares held by GMG.

Grandwin Enterprises Limited (“GEL") beneficially owns 67,595,764 Shares. GEL is
wholly and beneficially owned by Mr. Leung Pak To (“Mr. Leung”). By virture of SFO, Mr.
Leung was deemed to be interested in the Shares held by GEL.

Business Ally Investments Limited (“BAl”) beneficially owns 893,811,644 Shares. BAI
is wholly and beneficially owned by CCB International Asset Management Ltd. (“CCB-
IAM”). By virture of the SFO, CCB-IAM was deemed to be interested in the Shares held
by BAI.

CCB-IAM, is in turn wholly and beneficially owned by CCB International Asset
Management (Cayman) Ltd. (“CCB-IAMC”"). By virture of the SFO, CCB-IAMC was
deemed to be interested in the Shares which CCB-IAM was interested.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZR & RIRRAR A A

Great Metal Group Limited
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50,690,000% i 7 © GMGE]
FEERHAEREEAR ([F
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BEFRAEE REEE
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BEHE-

Grandwin Enterprises
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CCB-IAMC is in turn wholly and beneficially owned by CCB International (Holdings)
Limited (“CCB-IH"). By virtue of the SFO, CCB-IH was deemed to be interested in the
Shares which CCB-JAMC was interested.

CCB-IH is in turn wholly and beneficially owned by CCB Financial Holdings Limited
(“CCB-FH"). By virture of the SFO, CCB-FH was deemed to be interested in the Shares
which CCB-IH was interested.

CCB-FH is in turn wholly and beneficially owned by CCB International Group Holdings
Limited (“CCB-IGH”). By virtue of the SFO, CCB-IGH was deemed to be interested in
the Shares which CCB-FH was interested.

CCB-IGH is in turn wholly and beneficially owned by China Construction Bank
Corporation (“CC Bank”). By virtue of the SFO, CC Bank was deemed to be interested
in the Shares which CCB-IGH was interested.

CC Bank is in turn wholly and beneficially owned by Central Huijin Investment Ltd.
(“Central Huijin”). By virtue of the SFO, Central Huijin was deemed to be interested in
the Shares which CC Bank was interested.

Treerun Investments Ltd. (“Treerun”) beneficially owns 144,222,624 CPS which are
convertible into 163,889,345 Shares. Treerun is wholly and beneficially owned by
Mr. Fan Wenshuang (“Mr. Fan”). By virtue of the SFO, Mr. Fan was deemed to be
interested in the Shares and CPS held by Treerun.
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(ii) Interests in shares of associated corporations of the Company

Class and

Name of subsidiary

WEAREE

Name of entity

BEREEE

no. of securities

HEERIRHE

(ii) RARQ B ZE RS
ZrER

Percentage
shareholdings

RET D

BMC Software (China) Ltd.

BMC Software (HK) Ltd.

1 ordinary share of HK$1 (L)

10%

1R EELS T2 EimAR(L)

L: represents a long position in the securities

Except as disclosed above and so far as the Directors are aware, as at 31st December
2010, no other party had any interest or short position in the shares, the underlying
shares or debentures of the Company which would be required to be disclosed to the
Company under provisions of Division 2 and 3 of Part XV of the SFO, or which would be
required, pursuant to Section 336 of the SFO, to be entered in the register referred to
herein.

CORPORATE GOVERNANCE

Throughout the year ended 31st December 2010, the Company has complied with
the code provisions and recommended best practices of the Code, except for certain
deviations. Details of corporate governance are set out in the section headed
“Corporate Governance Report” in this Annual Report.

AUDIT COMMITTEE

The Company established an audit committee (the “Audit Committee”) on 12 June
1999 with clear written terms of reference. For the year ended 31st December

2010 and as at the date of this report, the Audit Committee was comprised of three
members, all of whom were Independent Non-Executive Directors. The composition

of the Audit Committee as at the date of this report was Mr. Lim Yew Kong, John,
(Chairman of the Audit Committee), Mr. Mak Ping Leung and Mr. Leung Po Wing, Bowen
Joseph, GBS, JP Mr. Lim Yew Kong, John, the Chairman of the Audit Committee is a
qualified chartered accountant from the Institute of Chartered Accountants in England
and Wales. None of the members of the Audit committee is a partner or former partner
of SHINEWING (HK) CPA Limited, the Company’s external auditors.
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The Audit Committee meets at least twice a year to review the annual and interim
results and the accompanying auditor’s reports, the accounting policies and practices
adopted by the Company, and the financial and internal control systems of the
Company.

The Audit Committee has reviewed the Group’s audited financial statements for the year
ended 31st December 2010, including the auditor’s report thereon, and has submitted
its views to the Board.

AUDITORS

The audited financial statements of the Company for the year ended 31st December
2010 have been audited by SHINEWING (HK) CPA Limited, who will retire and being
eligible, offer themselves for reappointment as auditors at the forthcoming annual
general meeting of the Company.

ON BEHALF OF THE BOARD
Mr. Tse Michael Nam
Chairman

Hong Kong, 28 March, 2011
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The Board of Directors (the “Board”) and Management of the Company are highly
committed to maintaining good corporate governance practices and transparency
in fulfilling their corporate responsibility and accountability to the Company’s
Shareholders. The Board and Management recognize that the maintenance of good

corporate governance practices is an essential factor in achieving financial success and
enhancing shareholder value.

COMPLIANCE WITH THE CODE ON CORPORATE

GOVERNANCE PRACTICES

(a) Corporate Governance Practices
Throughout the year ended 31st December 2010, the Company has complied
with the code provisions and recommended best practices of the Code except
for certain deviations as set out below. The Board will continue to review and
monitor the Company’s corporate governance practices to ensure compliance
with the Code.

(b)  Director’s Securities Transactions
The Model Code has been adopted as the code for Directors’ securities
transaction for the Company. After having made specific enquiry of all the
Directors, each of the Directors confirms that he has complied with the Model
Code for the year ended 31st December 2010.

(©) Board of Directors
Currently, the Board is composed of six members comprising two Executive
Directors (including the Chairman), one non-Executive Director who is also
the Deputy Chairman and three Independent Non-Executive Directors. The
biographical details of the current members of the Board are set out on pages
14 to 16 of the Annual Report.

For approximately two and half months during the year ended 31st December
2010, there were eight board members comprising four Executive Directors
(including the Chairman and Deputy Chairman), one non-Executive Director and
three Independent Non-Executive Directors.

Save for being a Director, each of the Director do not have any other relationship

with each other, senior management or substantial or controlling shareholders

(as defined in the Rules (the “Listing Rules”) governing the Listing of Securities

on the Stock Exchange) of the Company.
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The Board is tasked with the responsibility of directing and supervising the
Company’s businesses and affairs and promoting its success and growth.
The Board is collectively responsible for the management and operations

of the Company and is responsible for directing and supervising the overall
management of the Company with regards to the implementation and
maintenance of internal control procedures and ensuring compliance with
relevant statutory requirements, the Stock Exchange Listing Rules and other
rules and regulations.

The day to day management of the Company is the responsibility of the
Management of the Company.

The Board meets regularly. During the year, four regular Board meetings were
held. Notices for regular Board meetings were given to all Directors at least 14
days prior to the meetings.

Prior to each Board meeting (for regular meetings, at least 3 days prior), the
Chairman, with the support of the Company Secretary, ensures that every
Director has been properly briefed on issues and provided with the agenda and
accompanying Board papers containing adequate information to enable them
to make informed decisions at the meeting. Every member of the Board has
an opportunity to propose matters in the agenda for discussion at each Board
meeting.

Minutes of Board meetings and meetings of committees are taken by the
Company Secretary and maintained at the Company’s premises. Minutes of
the Board and committee meetings record in sufficient detail the matters
considered by the Board or committee and decisions reached, including any
concerns raised by the Directors or dissenting views expressed. Drafts and
final versions of minutes are sent to all Directors for their comments within a
reasonable time after the Board meetings are held. Every member of the Board
is entitled to inspect Board papers and related materials and has unrestricted
access to the advice and services of the Company Secretary to ensure that
Board procedures, and all applicable rules and regulations, are followed. Where
queries are raised by any of the Directors, responses are provided as promptly
and fully as possible. The Directors may also seek independent professional
advice in appropriate circumstances, at the expense of the Company.

EEREBERERARAE
T R B DA 2 AR i 25 75 K Ty 1
E:é%é%ﬁ EHRABER

NRZERBNEE TEEHKM
WINPT BIRE ST
B AR E - B 52 BT £ T AR BI A
FEMBRAIRAEMNSE aEE
BRERARRNRIZEEER-

ARFIEREEEARRZAE

i

EEERBTA(JIgAR

D=KRF1)  EFERREWERE
T ERREREFHEREH
FEREEE®R BT
RERCERERRERNZESTEX
A ERE CIERAER
E-REBEREHBERENE
BEXRESEEE UHRAGRE
EEeRNme

EECSRRBTLECERIY
FRBHARWMERSR YEE
RAQNRBERN - EEEREE
ESER R LB FRIHE
EERZECERZFERM
ERE  BRIRERRL Z MM
B EREZREER -3
EEERREITARESTSEH
BB BAEHHANEREE
EUHRBEETE - EFSENE
HEERBEFENHREHN
BR WA RERERARME 2
ERRRE UAHMRBETEES
2 P DA K — 038 A 48 Al K 3R 1
HEMEEFEMELD T
BRATREE R TR R E 2 E E
B-EENAREEBRATEX
BUBEXER BREAAQEK

= o

Annual Report 2010 —ZE—ZFEHf 35



Corporate Governance Report

A % ATV $FX' W =\

PR BRI S
The attendance of each of the Directors at regular Board meetings and SEERFRBOTZESTEN
meetings of the Audit and Remuneration Committees held during the year is set g EREERERANRTNEES
out below:- FERLFEENT  —

No. of meetings attended/held
HEBITEERE

Audit Remuneration
Directors Committee Committee

B FEREER FMEESE

Executive Directors

HITES

Mr. Tse Michael Nam (Note 1) 4/4

A (AiE1)

Mr. King Jun Chih, Joseph (Note 2) 3/4 1/1
SEZEE (HiF2)

Mr. Chan Kwan Hung (Note 3) 2/4

BRI 96 5 & (#7773)

Mr. Yang Xiaoqi (Note 4) 1/4

BB k& (H1iF4)

Non-Executive Director

FHTES

Mr. Wu Chi Chiu (Note 5) 1/4
AR (A77E5)

Independent Non-Executive Directors

BYFHITES

Mr. Lim Yew Kong, John 4/4 2/2 1/1
Lim Yew Kong, John%t 4

Mr. Mak Ping Leung (Note 6) 3/4 2/2 1/1
ERREE (Bit6)

Mr. Leung Po Wing, Bowen Joseph (Note 7) 3/4 2/2 1/1
RELLE (W:F7)

Mr. Albert Theodore Powers (Note 8) 1/4

Albert Theodore Powers%t 4 (/#/3%8)

Mr. Pang Seng Tuong (Note 9) 1/4

Pang Seng Tuong5t 4 (#13+9)

Mr. Puongpun Sananikone (Note 10) 1/4

Puongpun Sananikone%t 4 (473#10)

Notes: Mt
1. Mr. Tse Michael Nam resigned as the Chairman of the Board with effect from 1st 1 HETFEEHEIREES T
March 2010. He also resigned as the Chief Executive Officer of the Company with F-Ba-—F-TF=A—H
effect from 26th March 2010. He was appointed as the Deputy Chairman and the RAER - WIEERANAT
acting Chief Executive Officer of the Company with effect from 22nd October 2010. TH#EE T —TF=A
ZANERRER - RERER
ARREEFFHRRIBITHAE
H BZT-TF+AZ=
HiedER e
2. Mr. King Jun Chih, Joseph was appointed as an Executive Director of the Company 2. EEZELEZEREAT
and Chairman of the Board with effect from 1st March 2010. HITESHREFS TR B

T EE=H—BRER-
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10.

Mr. Chan Kwan Hung was appointed as an Executive Director, the Chief Executive
Officer of the Company and the Deputy Chairman of the Board with effect from 26th
March 2010. He resigned as the Deputy Chairman and the Chief Executive Officer of
the Company with effect from 22nd October 2010 and was re-designated as a Non-
Executive Director of the Company with effect from 22nd October 2010.

Mr. Yang Xiaoqi was appointed as an Executive Director of the Company with effect
from 22nd October 2010.

Mr. Wu Chi Chiu was appointed as a Non-Executive Director of the Company with
effect from 22nd October 2010.

Mr. Mak Ping Leung was appointed as an Independent Non-Executive Director of the
Company with effect from 1st March 2010.

Mr. Leung Po Wing, Bowen Joseph was appointed as an Independent Non-Executive
Director of the Company with effect from 26th March 2010.

Mr. Albert Theodore Power’s term of appointment as an Independent Non-Executive
Director of the Company expired with effect from 1st March 2010.

Mr. Pang Seng Tuong resigned as an Independent Non-Executive Director of the
Company with effect from 26th March 2010.

Mr. Puongpun Sananikone resigned as the Deputy Chairman and an Executive Director
of the Company with effect from 26th March 2010.

There were four regular Board meetings held during the year of which two were
for the approval of the interim and annual results of the Company and the

others were to discuss and approve the entering into of material agreements

and transactions as well as to review the effectiveness of the financial and
internal control systems of the Company.

The Company has maintained an appropriate level of insurance cover in respect
of legal action against the Directors and officers of the Company and its
subsidiaries throughout the year ended 31st December 2010.

An updated list of the Company’s Directors and key Management members

including a description of their roles and functions is maintained on the
Company’s website.
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Under Code provision A.2.1, the roles of the Chairman and the Chief Executive
Officer (“CEQ”) should be separate and should not be performed by the same
individual. During the period from 1st January 2010 to 28th February 2010,
both roles were performed by Mr. Tse Michael Nam. On 1st March 2010, the
Board elected Mr. King Jun Chih, Joseph as the Chairman of the Company and
on 26th March 2010, Mr. Chan Kwan Hung was elected as the Chief Executive
Officer of the Company. On 22nd October 2010, Mr. Chan Kwan Hung resigned
as the Chief Executive Officer and Mr. Tse Michael Nam was appointed as the
acting Chief Executive Officer.

During the year, Mr. King fulfilled his responsibilities as the Chairman of the

Board, including ensuring that the Board operates effectively and discharges its

responsibilities, ensuring good corporate governance practices and procedures
are established, and providing effective communication with the Company’s
Shareholders and that, views of the Shareholders are communicated to the
Board as a whole.

During the year, the Company has been in compliance with Rules 3.10(1) and
(2) of the Listing Rules by having at all times at least three Independent Non-
Executive Directors on its Board and at least one who has the appropriate
professional accounting qualifications.

As at the date of this report, the Company is also in compliance with Rules
3.10(1) and (2) of the Listing Rules.

Each of the Independent Non-Executive Directors was appointed for an initial
term of not more than two years from the date of his appointment. Upon

the expiry of the initial term, the appointment may be renewed for another
term of not more than two years. In accordance with the Bye-Laws of the
Company, every Director of the Board (including the Independent Non-Executive
Directors) is subject to retirement by rotation and re-election by the Company’s
Shareholders at least once every three years.

Each of the Independent Non-Executive Directors meets the independence
guidelines set out in Rule 3.13 of the Listing Rules and the Company
considers each of them to be so. The Company has received from each of
the Independent Non-Executive Directors an annual confirmation as to his
independence.

The Non-Executive Director is appointed for a specific term and subject to

retirement by rotation and re-election at the general meeting of the Company
pursuant to the Bye-laws of the Company.
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The Company’s Remuneration committee (the “Remuneration Committee”) was
established in June 2005 with specific written terms of reference detailing the
Committee’s role and authority.

The Remuneration Committee is responsible for ensuring formal and
transparent procedures for developing remuneration policies and overseeing
the remuneration packages of the Directors and senior management and
making recommendations to the Board in respect of the same. In fulfilling

its functions, the Remuneration Committee takes into consideration factors
such as salaries paid by comparable companies, respective time commitment,
and responsibilities of the Directors and Management and whether the
remuneration packages are competitively attractive to retain the Executive
Directors and senior Management. The Remuneration Committee members
may consult the Chairman of the Board about their proposals relating to the
remuneration of the Executive Directors and have access to sufficient resources
including professional advice if considered necessary. No director can, however,
approve his own remuneration.

For the most part of the year ended 31st December 2010, the Remuneration
Committee was comprised of four members, three of whom were Independent
Non-Executive Directors and one Executive Director who was also the
Chairman of the Remuneration Committee. As at the date of this report, the
Remuneration Committee is also comprised of four members. The members of
the Remuneration Committee as at the date of this report are Mr. Tse Michael
Nam (Chairman of the Remuneration Committee), Mr. Lim Yew Kong, John, Mr.
Mak Ping Leung and Mr. Leung Po Wing, Bowen Joseph, GBS, JP

The Remuneration Committee meets at least once each year and it met

on 27th August 2010 to review and approve the remuneration package of

the proposed employment of a new Chief Executive Officer as well as the
remuneration packages of the other Directors and the senior management and
other related matters.
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Nomination Committee

The company did not establish a nomination committee. The Board considers
that the appointment and removal of Directors are the collective decision of the
Board and thus does not intend to adopt the recommended best practice under
Code A.4.4 to establish a nomination committee.

Where vacancies on the Board exist, the Board will carry out the selection
process by making references to the skill, experience, professional knowledge,
personal integrity and time commitments of the proposed candidate, including
the independence status in the case of an independent non-executive
Director, the Company’s needs and other relevant statutory requirements and
regulations.

During the year under review, there were four new appointments of Directors
which were duly reviewed and considered by the Board prior to their respective
appointments.

Auditor’s Remuneration
The auditor’s remuneration for the year ended 31st December 2010 was as
follows:

Nature of work

THHE

Audit services
FEIZ RIS
Non-audit services

FEZ RS

Audit Committee

The Company’s Audit Committee (the “Audit Committee”) was established in
June 1999 with clear written terms of reference. The primary duties of the audit
committee include making recommendations to the Board on the appointment,
reappointment and removal of the external auditors, approving the remuneration
and terms of engagement of the external auditors, reviewing and monitoring the
external auditors’ independence and objectivity and the effectiveness of the
audit process in accordance with applicable standards, monitoring the integrity
of the Company’s financial statements, annual report and accounts, half-year
report and accounting policies, as well as overseeing the Company’s financial
controls, internal control systems and risk management systems.
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For the year ended 31st December 2010 and as at the date of this report,

the Audit Committee was comprised of three members, all of whom were
Independent Non-Executive Directors. The composition of the Audit Committee
as at the date of this report was Mr. Lim Yew Kong, John (Chairman of the Audit
Committee), Mr. Mak Ping Leung and Mr. Leung Po Wing, Bowen Joseph, GBS, JP
Mr. Lim Yew Kong, John, the Chairman of the Audit Committee is a qualified
chartered accountant from the Institute of Chartered Accountants in England
and Wales. None of the members of the Audit Committee is a partner or former
partner of SHINEWING (HK) CPA Limited, the Company’s external auditors.

The Audit Committee has unrestricted access to the auditors of the Company,
the Directors, the Company’s financial controller, and other members of
Management and met with the auditors once during the year ended 31st
December 2010.

During the year, the Company reappointed Messrs. SHINEWING (HK) CPA
Limited as auditors of the Company.

The Audit Committee met twice during the year ended 31st December 2010 to
review the annual and interim results and the accompanying auditor’s report,
the accounting policies and practices adopted by the Company, and to review
the financial and internal control systems of the Company.

The Audit Committee has reviewed the Group’s audited financial statements for
the year ended 31st December 2010 including the auditor’s report thereon and
has submitted its views to the Board.
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Directors’ Responsibility for the Financial Statements ()
The Directors acknowledge their responsibility for the preparation of the

financial statements of the Company and that the financial statements are

prepared in accordance with statutory requirements and applicable accounting
standards. It is also the responsibility of the Directors to ensure the timely
publication of the financial statements of the Company.

The statement of the auditors of the Company, SHINEWING (HK) CPA Limited,
on their reporting responsibilities in respect of the financial statements of the
Company is set out on pages 43 and 45.

Internal Controls (k)
The Board acknowledges that it is responsible for ensuring a sound and

effective internal control system is maintained within the Company and its

subsidiaries so as to safeguard the Company’s assets and its Shareholders’
investments. The Directors conduct annual reviews of the effectiveness of the

system of internal controls as well as the adequacy of resources, qualifications

and experience of staff of the accounting and financial reporting functions, and

their training programmes and budget.

Pursuant to provision C.2.6 of the Code, the Board reviewed the need for an
internal audit function and considered it appropriate to outsource the function.
Accordingly, SHINEWING Risk Services Limited was engaged in December
2010 to carry out an internal audit review of the Company and its subsidiaries
for the financial year ended 31st December 2010. The review covered all
material controls including financial, operational and compliance controls and
risk management functions of the Company. SHINEWING Risk Services Limited
completed its internal audit review and reported its findings to the Board.
Their review did not uncover any significant areas of concern which may affect
Shareholders.

The Board considers the internal control systems of the Company effective and
the resources, qualifications and experience of the accounting and financial
reporting functions, adequate for the period in review.
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SHINEWING (HK) CPA Limited
43/F., The Lee Gardens

feikPAa

Shine‘ZOing

33 Hysan Avenue
Causeway Bay, Hong Kong

TO THE MEMBERS OF NORTH ASIA RESOURCES HOLDINGS LIMITED
(FORMERLY KNOWN AS GREEN GLOBAL RESOURCES LIMITED)
(incorporated in Bermuda with limited liability)

We were engaged to audit the consolidated financial statements of North
Asia Resources Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 46 to 144, which
comprise the consolidated statement of financial position as at 31 December
2010, and the consolidated income statement, the consolidated statement
of 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 notes.

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.

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.

Except as described in the basis for disclaimer of opinion paragraph, 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 as to whether the
consolidated financial statements are free from material misstatement.
However, because of the matters described in the basis for disclaimer of
opinion paragraph, we were not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion.
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The Group incurred a loss attributed to owners of the Company of
approximately HK$3,009,777,000 for the year ended 31 December 2010;
and the Group also had net operating cash outflow of approximately
HK$73,000,000 for the year ended 31 December 2010. In addition, as
explained in note 43 to the consolidated financial statements, subsequent

to the end of the reporting period on 31 December 2010, the Group has
breached the covenants of all the outstanding convertible loan notes issued
in 2010 (the “2010 Convertible Loan Notes”). Though the 2010 Convertible
Loan Notes are secured by the Group’s iron mine operation and convertible
preference shares, the convertible loan notes holders can request the
immediate repayment of the 2010 Convertible Loan Notes with principal
amount of approximately HK$335,400,000 and the respective unpaid accrued
interest. These conditions indicate the existence of material uncertainty
which may cast significant doubt on the Group’s ability to continue as a going
concern and therefore it may be unable to realise its assets and discharge its
liabilities in the normal course of business.

As explained in the basis of presentation of note 1 to the consolidated
financial statements, the consolidated financial statements have been
prepared on a going concern basis, the validity of which is dependent on

(i) the successful outcome of the Group’s ongoing negotiations with the
convertible loan notes holders and prospective external financial resources
providers to bring in viable assets and/or projects to restructure its defaulted
financial obligations, and to solve the Group’s solvency position at any point
of time (the “Negotiations”) and (ii) the Group’s ability to have adequate cash
flows to maintain its business. Due to the uncertainty of the outcome of the
Negotiations and the Group’s ability to maintain adequate future cash flows,
we were unable to ascertain whether the assumptions made by the directors
of the Company in preparing the consolidated financial statements on a going
concern basis are proper and appropriate.

Should the Group be not able to continue its business as a going concern,
adjustments would be necessary to reclassify all non-current assets and
liabilities as current assets and liabilities, write down the value of assets

to their recoverable amounts and to provide for further liabilities which may
arise. The consolidated financial statements have not incorporated any of
these adjustments. However, the uncertainty surrounding the outcome of

the Negotiations and the Group’s future cash flows raises significant doubt
about the Company’s ability to continue as a going concern. We consider
that appropriate disclosures have been made in the consolidated financial
statements concerning this situation, but we are unable to obtain adequate
evidence concerning the Group’s ability to meet any financial obligations as
when they fall due and we consider that this fundamental uncertainty relating
to whether the going concern basis is so extreme that we have disclaimed our
opinion.
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Because of the significance of the matters described in the basis for
disclaimer of opinion paragraph, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion. Accordingly
we do not express an opinion on the consolidated financial statements. In

all other respects, in our opinion the consolidated financial statements have
been properly prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Ip Yu Chak

Practising Certificate Number: PO4798

Hong Kong
28 March 2011
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Consolidated Income Statement

AW R

For the year ended 31 December 2010 &HZ - —TF+-A=+—HIFE

2010
—E2-=F
HK$’000
FET
Continuing operations FRESEEK
Turnover EER 8 31,922 51,705
Cost of sales and services rendered SHEMR A R ERHIRTS (21,778) (39,686)
Gross profit E A 10,144 12,019
Other operating income o i W e 8 1,874 507
Selling and distribution expenses HERDIHER (3,940) (3,542)
Administrative expenses TEREH (67,820) (30,436)
Other operating expenses Hihges (2,750) (4,997)
Change in fair value of derivative AMRE ?ﬁ(%‘%?ﬁ?ﬁi%ﬂﬁ
component of convertible loan notes NFEEE) 28 (2,832) =
Impairment loss recognised ERRAEERERE
in respect of goodwill 20 (2,653,767) -
Impairment loss recognised in respect of ERRRERRAERIE
mining rights 18 (287,500) -
Finance costs BE KA 9 (32,389) (5,029)
Loss before taxation bR BRI E 1B 10 (3,038,980) (31,478)
Income tax FriSHt 11 28,461 (508)
Loss for the year from continuing operations — ¥F/EK LXK 2 FEEIE (3,010,519) (31,986)
Discontinued operations BRIEEK 13
Profit (loss) for the year from discontinued BRIFER 2 FE A (FEiE)
operations 282 (156,250)
Loss for the year FEBR (3,010,237) (188,236)
Attributable to: AT AT RS -
Owners of the Company FiIN/N ﬂ wEA (3,009,777) (186,108)
Non-controlling interests FEPERR B 2 (460) (2,128)
(3,010,237) (188,236)
Loss per share BRER 14
Basic and diluted (HK cents) HAREE (B4)
— Continuing operations —BBCEER (438.18) (12.16)
— Discontinued operations —BRIEFES 0.08 (58.65)
From continuing and discontinued REFBELEEEB R
operations BRIEER (438.10) (70.81)
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Consolidated Statement of Comprehensive Income

o 2 T WA AR

For the year ended 31 December 2010 HE—Z—ZF+—_A=+—HItFE

2010 2009
—E-ZF ZZTNF
NOTES HK$’000 HK$’000
HeF FET FHET
Loss for the year FAEE (3,010,237) (188,236)
Other comprehensive (expenses) income HEmz2m (AX) K=
Exchange differences on translation of RMEBINEB 2 ER =R
foreign operations 340 -
Exchange reserve realised on disposal of HEMBARREER 2
subsidiaries P& 3 37 (1,677) =
Exchange reserve realised on S P B A A s 3R
deregistration of subsidiaries bE X R 38 - 1,851
Other comprehensive (expenses) income FREMEE () Kas -
for the year, net of tax MR IE (1,337) 1,851
Total comprehensive loss for the year, FAZHEEBEE NBRHRE
net of tax (3,011,574) (186,385)
Total comprehensive loss attributable to: ATATEMEEESBRE:
Owners of the Company RARER A (3,011,114) (184,257)
Non-controlling interests IEVERRE = (460) (2,128)
(3,011,574) (186,385)
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Consolidated Statement of Financial Position

f o BB IR DA

As at 31 December 2010 R=Z—TF+=_A=+—H

2010
—g-%f

HK$'000
TER

Non-current assets RBEE
Plant and equipment 5 M 17 82,965 3,058
Mining rights PRuE 18 1,264,392 1,518,791
Exploration and evaluation assets R EEE 19 7,645 =
Deposit for acquisition of a subsidiary WEEH B A R & 23,088 =
Deposit for acquisition of BEREREZHE
plant and equipment 22,040 -
Goodwill S 20 - 2,653,767
1,400,130 4,175,616
Current assets REBEE
Inventories FE 21 7,813 819
Trade and other receivables B 5 ME M REWGKIA 22 49,309 37,732
Amount due from a director R —RESRE 23 262 =
Bank balances and cash RITHEHR AR 24 259,086 27,049
316,470 65,600
Disposal groups held for sale BEHEZHEER 13 — 200,925
316,470 266,525
Current liabilities REBEE
Trade and other payables B 5 & E M ERIE 25 48,033 48,351
Amount due to a minority shareholder B — R D HARRFIE 26 306 306
Other borrowings EMEE 27 - 15,000
Convertible loan notes AMRERERE 28 — 23,082
Income tax liabilities FiSHiaE 6,743 6,738
55,082 93,477
Liabilities associated with disposal HEBEHEZHEER
groups held for sale fHzaE 13 - 23,843
55,082 117,320
Net current assets REBEEFE 261,388 149,205
1,661,518 4,324,821
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Consolidated Statement of Financial Position

e LR NS

As at 31 December 2010 R=Z—TF+=_A=+—H

2010
—g-%f

NOTES HK$’000

HiiE

FET

Capital and reserves BEAXR#E
Share capital A& 7R 29 8,514 3,315
Convertible preference shares A 48 S i 30 23,387 25,473
Reserves k] 1,195,384 3,613,509
Equity attributable to owners of the Company  ZKA BB A B AE2E 1,227,285 3,642,297
Non-controlling interests e R 2 430 136,830
Total equity B 1,227,715 3,779,127

Non-current liabilities FREBEE
Convertible loan notes AR EREE 28 295,950 =

Derivative component of AMRERERITER D

convertible loan notes 28 15,170 -
Promissory notes EAEE 31 - 394,261
Deferred tax liability BEERIBEAE 32 122,683 151,433
433,803 545,694
1,661,518 4,324,821

The consolidated financial statements on pages 46 to 144 were approved
and authorised for issue by the Board of Directors on 28 March 2011 and are

signed on its behalf by:

Tse Michael Nam

W
Director

EF

FBACEIAB 2 IR M BREN T ——F =1
ZtHNBEBEESERERETE WHENLTE

ERREE:
Yang Xiaoqi
EERH
Director
£
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2010 HE—Z—ZF+—_A=+—HItFE

Attributable to owners of the Company
ARARAARS
Convertible Exchange  Convertible Share  Statutory Non-
Share Share preference Contributed  translation bonds options surplus Special Accumulated controlling
capital  premium shares surplus reserve reserve reserve reserve reserve losses Total interests

Bl EifE TR ERBR

Bx  ROEE  EER  AAR# fff  REGE MBEGE ORERE WHER  RNER &3t FERER
HKS000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000  HKS000  HKS'000  HKS000  HKS000  HKS'000  HK$'000
TRn TRz TEx  TRn TRz TRz TRR TR TEx  TRR  TER  TEn

(Note a)
(Hita)
At 1 January 2009 WZEZNE-A-R 253485 526,100 - (19) 6,979 19,398 24975 850 - (499,767) 332,001 2855 334856
Loss for the year FREE = = = = = = = - - (186,108 (186,108) (2,128)  (188,236)
Other comprehensive income FREMRERE
for the year - - - - 1,851 - - - - - 1,851 - 1,851

Total comprehensive loss for the year  FAZEARELE - - - 1,851 - - - - (186,108) (184257)  (2,128)  (186,385)

Reduction on convertible loan notes to BJiS AT 2R EHZHHH

set off the profit guarantee payment ~ RERE(H - - - - - (13310) o = = 6633 (6731) - (67
Reduction of issued share capital & BFE AR RAHNR

through a cancellation of paid up BEARA (Hit29)

capital (Note 29) (250,950) - - 250,950 = = = = - - - - -
Cancellation of the share premium 3R (A E (Hzb)
(Note b) - (524,158 - 521158 - = = = o © - - -

Utilisation of the contributed surplus BV RBEEHZH
account to offset the accumulated 518 (#/é0)

losses (Note b) - - - (403271 - - - - - 403271 - - -
Issue of shares upon RUTSRETRG -
- exercise of share options - RE 150 24,195 - - - - (4,420) - - - 199% - 199%
- acquisiion of subsidiaries -BEREAR 630 3449732 25473 - - - - - - - 34758% - 34758%
Recognition of equitysettled share BB BRAEE NG5
based payments ERZAR - - - - - - 5,530 - - - 5530 - 5,530
Acquisition of a subsidiary BE-HHBAR - - - - - - - - - - - 136,103 136103
At 31 December 2009 RZBEAEZA=T-8 3315 3478869 25473 368818 8830 6028 26085 850 - (275971) 3642207 136830 3,779,127
At 1 January 2010 W-E-F-f-R 3315 3478869 25473 368818 8830 6,028 26,085 850 - (215971) 3642297 136830 3,779,127
Loss for the year FREE - - - - - - - - - (3,009,777) (3,009,777) (460) (3,010.237)
Other comprehensive expenses FREBZARR
for the year - - - -0 - - - - 1) -3
Total comprehensive loss for the year  FRZEFELEER - - - - (1,337) - - - - (3,009,777) (3,011,114) (460) (3,011,574
Isste of shares upon RNTEBEIRA
- placement of shares -RERH 2321 381,674 - - - - - - - - 389,99 - 389,995
~ conversion of convertile -RETERERR
preferred shares 2311 (285) (2,086) - - - - - - - - - -
~ acqisition of non-controlling -WE-EHELA
interest of a subsidiary FikER 507 87,187 - - - - - - 4819 - 135888 (135,889) -
- transaction costs attributableto  ~Z{TRAEEZ X BAA
issue of shares - (13,045) - - - - - - - - (13,045) - (13,04
Redemption of convertible loan notes  BEIFTAREHE - - - - - (6,028) - - - 6,028 - - -
Recognition of equity component of ~ BRATARERZEERTH
convertible loan notes - - - - - 29,631 - - - - 29,631 - 29,631
Recognition of equitysettled share MR ALE NG B
based payments ERZAR - - - - - - 3,460 - - - 3,460 - 3,460
Deemed disposal of partial interest &L EMBLFZ T ES
in subsidiaries - - - - - - - - (120) - (120) 432 312
Deemed contribution from equity EERSES -1
olders arisen from waiver of REEGREATE
promissory notes (note 31) (Hiit1) - - - 50293 - - - - - - 50293 - 50293
Disposal of subsidiaries HEWBAR - - - - - - - - - - n (484) (484)
At 31 December 2010 RZE-ZE+Zf=1-R 8514 3,940,400 23387 419,111 7,493 29,631 29,545 850 48,074 (3279,720) 1,227,285 430 1,227,715

Notes: HiaE:

(a) Subsidiaries in the People’s Republic of China have appropriated 10% of the profit (@) MAFEARLFEZHBAR RS EHEF Z10%E A
to the statutory surplus reserve which is required to be retained in the accounts of ETRBAEHE EEREERENHEA TR
the subsidiaries for specific purposes. BRNERERS-

(b) On 6 March 2009, there was a cancellation of approximately HK$521,158,000 (b) ZZETAF=ANA G AWEAARRZZEZNFERA
standing to the credit of the share premium account of the Company as at 30 June =+ B 2D (SR AR 58 49521,158,000/8 7T © it
2008. Moreover, the contributed surplus of the Company was utilised to offset SN RATARBRE A E REEE 2 30685
the entire balance of the accumulated losses. The details of the cancellation of AR EEBEREAKEEEEER ZHFBINAR T
share premium to offset the accumulated losses are set out in the Company’s HHA-ZEEAE—HA-_+—Bz2 %

announcement dated 21 January 2009.
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Consolidated Statement of Cash Flows
HEBemER

For the year ended 31 December 2010 #Z - —ZTF+-A=+—HIFE

2010
L Y

HK$’000
TEx

OPERATING ACTIVITIES F—E
Profit (loss) before taxation for: BE AR A (E5E)
Continuing operations R TS (3,038,980) (31,478)
Discontinued operations ERIEEB 257 (156,837)
(3,038,723) (188,315)
Adjustments for: T AR IEEY
Amortisation of intangible assets B & - 2,120
Depreciation e 2,903 4,034
Finance costs RhE Bk AR 32,389 5,355
Change in fair value of derivative TW’%E REBITE
component of convertible loan notes oA FEEE) 2,832 =
Transaction costs attributable to derivative ﬂ?ﬁﬂﬁ%mmﬁ% T
component of convertible loan notes o (R 2 RS A 1,054 =
Gain arising from changes in fair value EMBEZ ATEED
less estimated point-of-sale costs of A ETIHE B R A
biological assets FrEE 4 2 e - (12,217)
Loss on deregistration of —HWBARBHEEREE
a subsidiary, net 2 EEFEE - 595
Gain on disposal of plant and equipment HEBE RS EEE 2 WS - (93)
Loss on disposal of plant and equipment HEBERREEEZER - 5
Loss on written off of plant and equipment MEEMR S MR B E L 2 518 1,225 -
Impairment loss recognised in respect of R B R EREE
goodwill 2,653,767 -
Impairment loss recognised in respect of wREREEREREE
intangible assets - 6,269
Impairment loss recognised in respect of HREEEREREE
mining rights 287,500 -
(Reversal of) impairment loss recognised in (BE)ERRES L EMmE
respect of trade and other receivables WAz REEE (517) 2,484
Write off of other receivables i 85 H At U 5R 1B 2,739 5,692
Impairment loss recognised in respect of wRITFEREEE
inventories - 1,315
(Reversal of loss) loss on remeasurement (R EHMFTEAFER
to fair value less cost to sell HERARELEZBE 13 (1,952) 109,913
Interest income FEKA (171) (525)
Share-based payment expenses B R 3,460 5,530
Share of loss of a jointly controlled entity FEME — I RIEHIEEE 2
&8 - 3,139
Operating cash flows before movements KRir2BEEHAKE
in working capital BHeRE (53,494) (54,699)
Increase in inventories ﬁ% Ehn (4,138) (1,875)
(Increase) decrease in trade and other 5 R E b FE U GRTE
receivables ( ) m (12,570) 6,681
Decrease in trade and other payables H 5 K H A sRIER A (2,539) (4,225)
Cash used in operations RELEFTAES (72,741) (54,118)
PRC enterprise income tax paid BB EMREH (259) (432)
NET CASH USED IN OPERATING ACTIVITIES REEKMARESFE (73,000) (54,550)
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Consolidated Statement of Cash Flows
HEBemER

For the year ended 31 December 2010 #HZ - —TF+-A=+—HIFE

2010
—B-EF

NOTES HK$’000
HiE FiEr

INVESTING ACTIVITIES BETE
Proceed from disposal of subsidiaries (net HENB AR B KRIE (b

of cash and cash equivalents acquired) BEZRERREEEY) 177,140 -
Interest received B U F S 171 390
Acquisition of plant and equipment BERE &L (84,839) (2,388)
Acquisition of subsidiaries (net of cash and WEH B AR (FIBREBAZ
cash equivalents acquired) ReRREEEW) 35 (39,526) (15,407)
Deposit for acquisition of a subsidiary g —FHE B AR & (23,088) =
Deposit for acquisition of plant and BERERLE 2
equipment (22,040) -
Addition to mining rights NE R (2,527) =
Addition to exploration and evaluation assets A& Ehix L HEE (963) =
Advance to a director M—REEHR (262) =
Acquisition of intangible assets W RS M 28 B - (22,372)
Deposit for plantation expenditure TEE S'ZE% - (5,075)
Advance to a jointly controlled entity M — A 4 %U?\‘%% B3R - (1,995)
Payment of investment cost in S — FEJ/\ EHEEREA
a jointly controlled entity BN — (5)
Decrease in other time deposits with BARZHEBBE=EAZ
maturity of more than three months H th 7F BRI 1T ROR
when acquired - 34,964
Proceeds from disposal of plant and HEME KR BATERIEA
equipment - 93
NET CASH FORM (USED IN) INVESTING REETEME (A REFE
ACTIVITIES 4,066 (11,795)
FINANCING ACTIVITIES MEEE
Proceeds from issue of shares BTN TS FRIE 389,995 -
Issue of convertible loan notes BT BB ERER 335,400 -
Other borrowings raised %ﬁﬁ%ﬁi\fﬁﬁi% 8,000 15,000
Capital contribution from non-controlling IEERERERTE
interests 312 -
Repayment of promissory notes BEAHER (356,000) -
Repayment of convertible loan notes E%&—Hﬁﬂxgm%ﬁ B (24,750) -
Repayment of other borrowings BEEMEES (23,000) -
Transaction cost attributable to issue of ?é‘ﬁﬂ?@ﬁﬁ%%’\%‘fﬁﬁ%fﬁz
convertible loan notes RSB (16,770) -
Transaction cost attributable to issue of BITRD IR Z RS A
shares (13,045) -
Interest paid B A (454) (375)
Proceeds from exercise of share options T ERRERTIS R E - 19,925
Loan advanced from a minority shareholder & —Z L E R R BN 2 B3R - 306
NET CASH FROM FINANCING ACTIVITIES METHMEBRSFE 299,688 34,856
NET INCREASE (DECREASE) IN CASH AND RERBREEEYEM
CASH EQUIVALENTS (R2) 38 230,754 (31,489)
CASH AND CASH EQUIVALENTS FOZRERELEEY
AT BEGINNING OF THE YEAR 27,301 58,790
EFFECT OF FOREIGN EXCHANGE RATE IEERBE 2 HE
CHANGES 1,031 -
CASH AND CASH EQUIVALENTS FRZ2BAGRELEEY
AT END OF THE YEAR 24 259,086 27,301
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For the year ended 31 December 2010 HE T —TF+_A=+—HILFE

North Asia Resources Holdings Limited (the “Company”) is
incorporated in Bermuda as an exempted company with limited
liability. The shares of the Company are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The addresses of the registered office and principal place of business
of the Company are disclosed in the Corporate Information section to
the Annual Report.

Other than those subsidiaries established in the People’s Republic
of China (the “PRC”) whose functional currency is Renminbi (“RMB”),
the Company and the subsidiaries incorporated in Mongolia whose
functional currency is United States Dollars (“USD”), and the
functional currency of the other subsidiaries are Hong Kong dollars
(“HKS$").

As the Company is listed in Hong Kong, the directors of the Company
consider that it is appropriate to present the consolidated financial
statements in HK$. Since the majority of the operation of the
Company became the mining operation in Mongolia, where the USD
is the currency affecting the primary economic environments, the
functional currency of the Company changed to USD during the year.

The principal activity of the Company is investment holding. During the
year, the Company and its subsidiaries (the “Group”) were principally
involved in the distribution of information technology products, and
geological survey, exploration and development of iron, gold and other
mineral deposits (mining operation) and trading of iron ore and alluvial
gold.

In preparing the consolidated financial statements, the directors of
the Company have given consideration to the future liquidity of the
Group.

As explained in Note 43 and as details in the Company’s
announcements made on 9 February 2011, the Group breached the
covenants of all of its outstanding convertible loan notes issued

in 2010 (the “2010 Convertible Loan Notes”) after the end of the
reporting period. Accordingly the convertible loan notes holders have
the right to demand immediate payment of the 2010 Convertible Loan
Notes.
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Should the 2010 Convertible Loan Notes with principal amount of
approximately HK$335,400,000 be classified as current liability

in the consolidated financial statements, the Group would have

a net current liability of HK$74,012,000. The Group incurred

a loss attributed to owners of the Company of approximately
HK$3,009,777,000 for the year ended 31 December 2010; and
the Group also had net operating cash outflow of approximately
HK$73,000,000 for the year ended 31 December 2010. These
conditions indicate the existence of a material uncertainty which may
cast significant doubt on the Group’s ability to continue as a going
concern and therefore it may be unable to realise its assets and
discharge its liabilities in the normal course of business.

In addition, the management had estimated that the Group shall have
a cash outflow for the year ending 31 December 2011 based on a
cash flow forecast prepared with reference to the current business
and financing plans of the Group. Nevertheless, the directors of the
Company are of the opinion that the Group will be able to finance

its future working capital and financial requirements given that the
convertible loan notes holders have confirmed that they would not
request early redemption of the convertible loan notes.

Accordingly, the directors are of the opinion that it is appropriate to
prepare the consolidated financial statements for the year ended

31 December 2010 on a going concern basis, the validity of which

is dependent on (i) the successful outcome of the Group’s ongoing
negotiation with the convertible loan notes holders and prospective
external financial resources providers to bring in viable assets and/or
projects to restructure its defaulted financial obligations and to solve
the Group’s solvency position at any point of time (“Negotiation”) and,
(i) the Group’s ability to have adequate cash flows to maintain its
operations. Should the Group be unable to continue to operate as a
going concern, adjustments would have to be made to write down the
value of assets to their recoverable amounts, to provide for further
liabilities which might arise and to reclassify non-current assets

and non-current liabilities as current assets and current liabilities
respectively. The effect of these adjustments has not been reflected
in the consolidated financial statements.
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In the current year, the Group has applied 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”).

HKFRSs (Amendments)

HKFRSs (Amendments)

HKAS 27 (Revised)

HKAS 39 (Amendment)

HKFRS 1 (Revised)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HK - Interpretation (“Int”) 5

HK(IFRIC) - Int 17

Amendment to HKFRS5 as part of
Improvement to HKFRSs 2008

Improvements to HKFRSs 2009

Consolidated and Separate Financial
Statements
Eligible Hedged Items

First — time Adoption of Hong Kong
Financial Reporting Standards

Additional Exemptions from First-time
Adopters

Group Cash-settled Share-based
Payment Transactions

Business Combinations

Presentation of Financial Statements
— Classification by the Borrower
of a Term Loan that Contains a
Repayment on Demand Clause
Distributions of Non-cash Assets to
Owners

Except as described below, the application of these new and
revised HKFRSs had no material effect on the consolidated financial
statements of the Group for the current or prior accounting periods.
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The application of HKAS 27 (Revised 2008) has resulted in changes
in the Group’s accounting policies regarding increases or decreases
in ownership interests in subsidiaries of the Group. In prior years,

in the absence of specific requirements in HKFRSs, increases in
interests in existing subsidiaries were treated in the same manner as
the acquisition of subsidiaries, with goodwill or a bargain purchase
gain being recognised where appropriate. The impact of decreases

in interests in subsidiaries that did not involve loss of control (being
the difference between the consideration received and the carrying
amount of the share of net assets disposed of) was recognised

in profit or loss. Under HKAS 27 (Revised 2008), all increases or
decreases in such interests are dealt with in equity, with no impact on
goodwill or profit or loss.

In respect of the acquisition of further 9.999% equity interest in
Golden Pogada LLC (“GPL”") during the year, the impact of the change
in accounting policy has been that the difference of approximately
HK$48,194,000 between the consideration paid and the decrease

in the carrying amount of the non-controlling interests has been
recognised directly in equity. Had the previous accounting policy
been applied, this amount would have been recognised as gain on
bargain purchase in the condensed consolidated income statement.
Therefore, the change in accounting policy has resulted in increase
in loss for the year of approximately HK$48,194,000 and increase in
basic and diluted loss per share of HK$7.02 cents.

In respect of the deemed disposal of 39.8% equity interest in North
Asia Energy Group Limited (“NAEG”) during the year, the impact

of the change in accounting policy has been that the difference of
approximately HK$120,000 between the consideration received from
the issuance of ordinary shares and the increase in the carrying
amount of the non-controlling interests has been recognised directly in
equity. Had the previous accounting policy been applied, this amount
would have been recognised as loss on disposal in the condensed
consolidated income statement. Therefore, the change in accounting
policy has resulted in decrease in loss for the year of approximately
HK$120,000 and decrease in basic and diluted loss per share of
HK$0.02 cents.

When control of a subsidiary is lost as a result of a transaction, event
or other circumstance, the revised standard requires that the Group
derecognises all assets, liabilities and non-controlling interests at
their carrying amount. Any retained interest in the former subsidiary
is recognised at its fair value at the date the control is lost. A gain or
loss on loss of control is recognised in profit or loss as the difference
between the proceeds, if any, and these adjustments.
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For the year ended 31 December 2010 HE—Z—ZF+—-A=+—HILFE

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)

HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

HKFRS 7 (Amendments)

HKFRS 9

HKAS 12 (Amendment)

HKAS 24 (Revised)

HKAS 32 (Amendment)

HK(IFRIC) — Int 14

(Amendment)

HK(IFRIC) - Int 19

Improvements to HKFRSs 2010 except
for the amendments to HKFRS 3
(Revised in 2008), HKFRS 7, HKAS
1 and HKAS 28*

Limited Exemption from Comparative
HKFRS 7 Disclosures for First-time
Adopters?®

Severe Hyperinflation and Removal of
Fixed Dates for First-time Adopters®

Disclosures — Transfers of Financial
Assets®

Financial Instruments’

Deferred Tax: Recovery of Underlying
Assets®

Related Party Disclosures?

Classification of Rights Issues?

Prepayments of a Minimum Funding

Requirement?

Extinguishing Financial Liabilities with
Equity Instruments?®

B Effective for annual periods beginning on or after 1 July 2010
and 1 January 2011, as appropriate.

2 Effective for annual periods beginning on or after 1 February
2010.

J Effective for annual periods beginning on or after 1 July 2010.

& Effective for annual periods beginning on or after 1 January
2011.

2 Effective for annual periods beginning on or after 1 July 2011.

© Effective for annual periods beginning on or after 1 January
2012.

4 Effective for annual periods beginning on or after 1 January
2013.
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HKFRS 9 Financial Instruments issued in November 2009 and
amended in October 2010 introduces new requirements for the
classification and measurement of financial assets and financial
liabilities and for derecognition.

HKFRS 9 requires all recognised financial assets that

are within the scope of HKAS 39 Financial Instruments:
Recognition and Measurement to be subsequently measured
at amortised cost or fair value. Specifically, debt investments
that are held within a business model whose objective is to
collect the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and interest
on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. All other debt investments and equity investments
are measured at their fair values at the end of subsequent
accounting periods.

The most significant effect of HKFRS 9 regarding the
classification and measurement of financial liabilities relates
to the accounting for changes in fair value of a financial
liability (designated as at fair value through profit or loss)
attributable to changes in the credit risk of that liability.
Specifically, under HKFRS 9, for financial liabilities that are
designated as at fair value through profit or loss, the amount
of change in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability

is recognised in other comprehensive income, unless the
recognition of the effects of changes in the liability’s credit
risk in other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. Changes in fair
value attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Previously, under
HKAS 39, the entire amount of the change in the fair value of
the financial liability designated as at fair value through profit
or loss was recognised in profit or loss.

HKFRS 9 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted.
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The directors anticipate that HKFRS 9 that will be adopted in the
Group's consolidated financial statements for the annual period
beginning 1 January 2013 and that the application of the new
standard will have a significant impact on amounts reported in respect
of the Group's financial assets and financial liabilities. However, it is
not practicable to provide a reasonable estimate of that effect until a
detailed review has been completed.

The amendments to HKFRS 7 titled Disclosures — Transfers

of Financial Assets increase the disclosure requirements for
transactions involving transfers of financial assets. These
amendments are intended to provide greater transparency around
risk exposures when a financial asset is transferred but the
transferor retains some level of continuing exposure in the asset. The
amendments also require disclosures where transfers of financial
assets are not evenly distributed throughout the period.

The directors do not anticipate that these amendments to HKFRS
7 will have a significant effect on the Group’s disclosures regarding
transfers of trade receivables previously effected. However, if the
Group enters into other types of transfers of financial assets in the
future, disclosures regarding those transfers may be affected.

HKAS 24 Related Party Disclosures (as revised in 2009) modifies the
definition of a related party and simplifies disclosures for government-
related entities.

The disclosure exemptions introduced in HKAS 24 (as revised

in 2009) do not affect the Group because the Group is not a
government-related entity. However, disclosures regarding related party
transactions and balances in these consolidated financial statements
may be affected when the revised version of the Standard is applied
in future accounting periods because some counterparties that did
not previously meet the definition of a related party may come within
the scope of the Standard.

The amendments to HKAS 32 titled Classification of Rights Issues
address the classification of certain rights issues denominated in

a foreign currency as either an equity instrument or as a financial
liability. To date, the Group has not entered into any arrangements
that would fall within the scope of the amendments. However, if

the Group does enter into any rights issues within the scope of the
amendments in future accounting periods, the amendments to HKAS
32 will have an impact on the classification of those rights issues.
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HK(IFRIC)-Int 19 provides guidance regarding the accounting for

the extinguishment of a financial liability by the issue of equity
instruments. To date, the Group has not entered into transactions

of this nature. However, if the Group does enter into any such
transactions in the future, HK(IFRIC)-Int 19 will affect the required
accounting. In particular, under HK(IFRIC)-Int 19, equity instruments
issued under such arrangements will be measured at their fair value,
and any difference between the carrying amount of the financial
liability extinguished and the fair value of equity instruments issued
will be recognised in profit or loss.

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

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments, which
are measured at fair values, as explained in the accounting policies
set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) and by the Hong Kong Companies
Ordinance.

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(its subsidiaries). Control is achieved where the Company has the
power to govern the financial and operating policies of an entity so as
to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective date
of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those
used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Non-controlling interests in subsidiaries are presented separately from
the Group’s equity therein.
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Total comprehensive income and expense of a subsidiary is attributed
to the owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance. Prior to 1 January 2010, losses applicable to the non-
controlling interests in excess of the non-controlling interests in the
subsidiary’s equity were allocated against the interests of the Group
except to the extent that the non-controlling interests had a binding
obligation and were able to make an additional investment to cover
the losses.

Changes in the Group’s ownership interests in subsidiaries that

do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests are adjusted to
reflect the changes in their relative interests in the subsidiaries. Any
difference between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value of
any retained interest and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities of the subsidiary and any
non-controlling interests. When assets of the subsidiary are carried
at revalued amounts or fair values and the related cumulative gain
or loss has been recognised in other comprehensive income and
accumulated in equity, the amounts previously recognised in other
comprehensive income and accumulated in equity are accounted
for as if the Company had directly disposed of the relevant assets
(i.e. reclassified to profit or loss or transferred directly to retained
earnings). The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the fair
value on initial recognition for subsequent accounting under HKAS
39 Financial Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment in an
associate or a jointly controlled entity.

Business combinations that took place prior to

1 January 2010

Acquisition of businesses was accounted for using the purchase
method. The cost of the acquisition was measured at the aggregate
of the fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group

in exchange for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s identifiable
assets, liabilities and contingent liabilities that met the relevant
conditions for recognition were generally recognised at their fair value
at the acquisition date.
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Business combinations that took place prior to

1 January 2010 (continued)

Goodwill arising on acquisition was recognised as an asset and
initially measured at cost, being the excess of the cost of the
acquisition over the Group'’s interest in the recognised amounts of the
identifiable assets, liabilities and contingent liabilities recognised. If,
after assessment, the Group's interest in the recognised amounts of
the acquiree’s identifiable assets, liabilities and contingent liabilities
exceeded the cost of the acquisition, the excess was recognised
immediately in profit or loss.

The non-controlling interest in the acquiree was initially measured at
the non-controlling interest’s proportionate share of the recognised
amounts of the assets, liabilities and contingent liabilities of the
acquiree.

Goodwill arising on an acquisition of a business is carried at cost less
any accumulated impairment losses and is presented separately in
the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to

each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies of the
combination.

A cash-generating unit to which goodwill has been allocated is tested
for impairment annually, or more frequently when there is indication
that the unit may be impaired. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment

loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit on a pro-
rata basis based on the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit or loss in
the consolidated statement of comprehensive income. An impairment
loss recognised for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable

amount of goodwill capitalised is included in the determination of the
amount of profit or loss on disposal.
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Investments in subsidiaries are included in the Company’s statement
of financial position at cost less any identified impairment loss.

Plant and equipment are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of plant and
equipment other than construction in progress over their estimated
useful lives and after taking into account their estimated residual
value, using the straight-line method.

Construction in progress includes plant and equipment in the
course of construction for production or for its own use purposes.
Construction in progress is carried at cost less any recognised
impairment loss. Construction in progress is classified to the
appropriate category of plant and equipment when completed and
ready for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are
ready for their intended use.

An item of plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in the profit
or loss in the year in which the item is derecognised.
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Mining rights are stated at cost less accumulated amortisation and
accumulated impairment losses and are amortised on the units of
production method based on the total proven and probable reserves
of the mine or contractual period from the date of commencement of
commercial production which approximates the date from which they
are available for use.

Exploration and evaluation assets are stated at cost less impairment
losses. Exploration and evaluation assets include topographical and
geological surveys, exploratory drilling, sampling and trenching and
activities in relation to commercial and technical feasibility studies,
and expenditure incurred to secure further mineralisation in existing
one bodies and to expand the capacity of a mine. Expenditure
incurred prior to acquiring legal rights to explore an area is written
off as incurred. When it can be reasonably ascertained that a mining
property is capable of commercial production, exploration and
evaluation costs are transferred to mining rights and are amortised
based on the accounting policy as stated in “Mining rights” above.

If any project is abandoned during the evaluation stage, the total
expenditure thereon will be written off.

Bank balances and cash in the consolidated statement of financial
position comprise cash at banks and on hand. For the purpose of
the consolidated statement of cash flows, cash and cash equivalents
consist of cash as defined above.

Financial assets and financial liabilities are recognised on the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.
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Financial assets

The Group's financial assets are classified into loans and receivables.
All regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way purchases

or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or
convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial asset and of allocating interest income over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points
paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through the
expected life of the financial asset, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt
instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
trade and other receivables, amount due from a director and

bank balances and cash) are carried at amortised cost using the
effective interest method, less any identified impairment losses (see
accounting policy on impairment loss on financial assets below).

Impairment loss of financial assets

Financial assets are assessed for indicators of impairment at the
end of each reporting date. Financial assets are impaired where
there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets have been
affected.

Objective evidence of impairment could include:

significant financial difficulty of the issuer or counterparty; or

default or delinquency in interest or principal payments; or

it becoming probable that the borrower will enter bankruptcy
or financial re-organisation; or

the disappearance of an active market for that financial asset
because of financial difficulties
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Impairment loss of financial assets (continued)

For certain categories of financial asset, such as trade and other
receivables, assets that are assessed not to be impaired individually
are subsequently assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables could
include the Group's past experience of collecting payments, an
increase in the number of delayed payments in the portfolio past the
average credit period of 90 days, observable changes in national or
local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, an impairment loss is
recognised in profit or loss when there is objective evidence that the
asset is impaired, and is measured as the difference between the
asset’s carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
trade and other receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
When a trade and other receivables is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries of
amounts previously written off are credit to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
losses was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment not
been recognised.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group entity are
classified according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences a residual interest
in the assets of the group after deducting all of its liabilities. The
Group’s financial liabilities are generally classified as other financial
liabilities.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZR & RIRRAR A A

EMEERESSE (@)
HWELERZ SMEE MEHREME
W R T 3 B 0 4 T S 4 M B R B
{8 H 1k SABERE 5 5 ST A o FEWGERIEDR
BrEBEEOEASEBEKRER:
BB T 19 B2 R IR 00K 8 < 2K 2 e 834
o ERERERIEE R EREEERRE
WA AR > B S

HIRBHERAARZEREENS A
FEEEBRBNEERER R EBERE
AR WIREE 2 BREE R R KRR
ERERRERN KRR ZRERMZER

e

MEBRERRIMESREEZ RS
B EE S REMEEGURRSN HRE S
BIEBRERTE - BERZEESHR
HYPNREHR - BEH R EMEETR
AR SRR BT - AR B SRR A EE - 18
EMsH 2 2 RN H RO G AR -

HRBERAIRZeREEMS 1
FEREREIRE - RERBEEZRRL  mABER
LEE FREDREBEREEZENE
B - B 5T A O FE AR 2 B (BI85 1R 55 B 1R i
B - HEZBEERNRERREE R ZREE
PGB B e BRI (E 2 B AR

ERMEERKRAIA
MERRERTIEMABKBRATAT
RECTIZERAZKOATREADHEA
ERBATAZ EETUHHE-

BATAEERAEERMEMERERZ
BETHAENGEDS 2EMNAR AKHE
ZEMBE-ROBEREMEREE-



For the year ended 31 December 2010 HE T —TF+_A=+—HILFE

Financial liabilities and equity instruments (continued)
Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest expense over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life
of the financial liability, or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest basis, other
than those financial liability classified as at fair value through profit or
loss (“FVTPL”"), of which interest expense is included in net gains or
losses.

Other financial liabilities

Other financial liabilities including trade and other payables, amount
due to a minority shareholder and promissory notes are subsequently
measured at amortised cost, using the effective interest method.

Convertible loan notes

Convertible loan notes issued by the Group that contain liability,
conversion option and derivative (which is not closely related to

host liability component) components are classified separately into
respective items on initial recognition. Conversion option that will be
settled by the exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity instruments

is classified as an equity instrument. At the date of issue, both the
liability and derivative components are measured at fair value.

On initial recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the gross proceeds of the
issue of the convertible loan notes and the fair value assigned to
the liability and derivative components respectively, representing the
conversion option for the holder to convert the loan notes into equity,
is included in equity (convertible bonds reserve).
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Financial liabilities and instruments (continued)

Convertible loan notes (continued)

In subsequent periods, the liability component of the convertible loan
notes is carried at amortised cost using the effective interest method.
The derivative component is measured at fair value with changes in
fair value recognised in profit or loss.

The equity component, representing the option to convert the liability
component into ordinary shares of the Company, will remain in
convertible bonds reserve until the embedded option is exercised (in
which case the balance stated in convertible bonds reserve will be
transferred to share premium). Where the option remains unexercised
at the expiry date, the balance stated in convertible bonds reserve will
be released to the accumulated losses. No gain or loss is recognised
in profit or loss upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible loan notes
are allocated to the liability and equity components in proportion

to the allocation of the gross proceeds. Transaction costs relating

to the equity component are charged directly to equity. Transaction
costs relating to the liability component are included in the carrying
amount of the liability portion and amortised over the period of the
convertible loan notes using the effective interest method. Transaction
costs relating to the embedded derivative is charged to profit or loss
immediately.

Equity instruments
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Convertible preference shares

Convertible preference shares are classified as equity if it is non-
redeemable and any dividends are discretionary. Dividends on
convertible preference shares classified as equity are recognised as
distributions within equity.

Embedded derivatives

Derivative embedded in non-derivative host contracts are treated

as separate derivatives when their risks and characteristics are not
closely related to those of the host contracts and the host contracts
are not measured at fair value with changes in fair value recognised in
profit or loss.
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Derecoghnition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and rewards
of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the cumulative
gain or loss that had been recognised directly in equity is recognised
in profit or loss.

Financial liabilities are derecognised when the obligation specified

in the relevant contract is discharged, cancelled or expired. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in
profit or loss.

Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the first-in, first-out method.

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment
loss, if any.

Recoverable amount is the higher of fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as an expense
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset in prior years. A
reversal of an impairment loss is recognised as income immediately
in profit or loss.
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Disposal groups are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction
rather than through continuing use. This condition is regarded as
met only when the sale is highly probable and the disposal group is
available for immediate sale in its present condition. Management
must be committed to the sale, which should be expected to qualify
for recognition as a completed sale with one year from the date of
classification.

When the Group is committed to a sale plan involving loss of control
of a subsidiary, all of the assets and liabilities of that subsidiary are
classified as held for sale when the criteria described above are met,
regardless of whether the Group will retain a non-controlling interest in
its former subsidiary after the sale.

Disposal groups classified as held for sale are measured at the lower
of the disposal groups previous carrying amount and fair value less
costs to sell.

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods sold and
services provided in the normal course of business, net of discounts
and sales related taxes.

i) Sale of goods
Revenue from sales of goods is recognised on the transfer of
risks and rewards of ownership, which generally coincides with
the time when the goods are delivered to customers and title
has passed.

i) Service income/management fee income/consultancy service
income
Income is recognised when services are provided.

iiil) Interest income
Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount on initial recognition.
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Share options granted to employees

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed on
a straight-line basis over the vesting period, with a corresponding
increase in equity (share options reserve).

At the end of each reporting period, the Group revises its estimates of
the number of options that are expected to ultimately vest. The impact
of the revision of the original estimates, if any, is recognised in profit
or loss, with a corresponding adjustment to share options reserve.

At the time when the share options are exercised, the amount
previously recognised in share options reserve will be transferred

to share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the amount
previously recognised in share options reserve will continue to be held
in share options reserve.

Share options granted to business associates

Share options issued in exchange for services are measured at the
fair values of the services received, unless the fair value cannot be
reliably measured, in which case the services received are measured
by reference to the fair value of the share options granted. The fair
values of the services received are recognised as expenses, with

a corresponding increase in equity (share options reserve), when

the counterparties render services, unless the services qualify for
recognition as assets.

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching to
them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses the
related costs for which the grants are intended to compensate.

Government grants that are receivable as compensation for expenses
or losses already incurred or for the purpose of giving immediate
financial support to the Group with no future related costs are
recognised in profit or loss in the period in which they become
receivable.
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Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years and
it further excludes items that are never taxable or deductible. The
Group'’s liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the reporting
period.

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax base used in the computation
of taxable profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are recognised
for all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from goodwill or from
the initial recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and interests
in a jointly controlled entity, except where the Group is able to control
the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all or
part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period when the liability is settled or the
asset is realised, based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period.
The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or settle
the carrying amount of its assets and liabilities. Deferred tax is
recognised in profit or loss.
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In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on

the dates of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried at fair
value that are denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences on monetary items are recognised in profit or
loss in the period in which they arise except for:

exchange differences on foreign currency borrowings relating
to assets under construction for future productive use, which
are included in the cost of those assets when they are
regarded as an adjustment to interest costs on those foreign
currency borrowings;

exchange differences on transactions entered into in order
to hedge certain foreign currency risks (see the accounting
policies below); and

exchange differences on monetary items receivable from or
payable to a foreign operation for which settlement is neither
planned nor likely to occur (therefore forming part of the net
investment in the foreign operation), which are recognised
initially in other comprehensive income and reclassified from
equity to profit or loss on repayment of the monetary items.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of the Group (i.e. Hong
Kong dollars) at the rate of exchange prevailing at the end of the
reporting period, and their income and expenses are translated at the
average exchange rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive income and
accumulated in equity (the exchange translation reserve).
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Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessess. All other leases are classified as operating leases.

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the lease
term on a straight-line basis.

Payments to state-managed retirement benefit scheme and the
defined contribution schemes are charged as an expense when
employees have rendered service entitling them to the contributions.

All borrowing costs are recognised as and included in finance costs
in the consolidated income statement in the period in which they are
incurred.

In the application of the Group’s accounting policies, which are
described in Note 3, the directors of the Company are required to
make estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

The following are the key assumptions concerning the future, and
other key sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial
year.

Determining whether goodwill is impaired requires an estimation of
the value-in-use of the cash-generating units to which goodwill has
been allocated. The value-in-use calculation requires the Group to
estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate
the present value. Where the actual future cash flows are less
than expected, a material impairment loss may arise. During the
year ended 31 December 2010, an impairment of goodwill of
approximately HK$2,653,767,000 was made. Please refer to Note
20(b) for details.
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Under the full cost method of accounting for mining rights and
exploration and evaluation assets, such costs are capitalised by
reference to appropriate cost pools, and are assessed for impairment
when circumstances suggest that the carrying amount may exceed its
recoverable value. This assessment involves judgment as to (i) the
likely future commerciality of the asset and when such commerciality
should be determined; and (ii) future revenues and costs pertaining
to the asset in question, and the discount rate to be applied to such
revenues and costs for the purpose of deriving a recoverable value.
While conducting an impairment review of its assets, the Group makes
certain judgments in making assumptions about the future iron and
gold prices, reserves and future development and production costs.
Changes in these estimates may result in significant changes to the
consolidated income statement. At 31 December 2010, the carrying
amount of mining right is HK$1,264,392,000 (net of impairment loss
of HK$287,500,000 (31 December 2009: HK$ 1,518,791,000).

As at 31 December 2010, the carrying amount of exploration and
evaluation assets is HK$7,645,000 (31 December 2009: Nil).

When there is objective evidence of impairment loss, the Group takes
into consideration the estimation of future cash flows. The amount
of the impairment loss is measured as the difference between the
assets’ carrying amount and the present value of estimated future
cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate

(i.e. the effective interest rate computed at initial recognition). Where
the actual future cash flows are less than expected, a material
impairment loss may arise. As at 31 December 2010, the carrying
amount of trade receivable is HK$21,187,000 (net of allowance for
doubtful debts of HK$11,011,000) (31 December 2009: carrying
amount of HK$27,667,000, net of allowance for doubtful debts of
HK$11,528,000).

Engineering estimates of the Group’s mine reserves are inherently
imprecise and represent only approximate amounts because of the
subjective judgements involved in developing such information. There
are authoritative guidelines regarding the engineering criteria that
have to be met before estimated mine reserves can be designated
as “proven” and “probable”. Proven and probable mine reserve
estimates are updated on regular intervals taking into account recent
production and technical information about each mine. In addition,
as prices and cost levels change from year to year, the estimate of
proven and probable mine reserves also changes. This change is
considered a change in estimate for accounting purposes and is
reflected on a prospective basis in related depreciation rates.
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Despite the inherent imprecision in these engineering estimates,
these estimates are used in determining depreciation expenses
and impairment losses. The capitalised cost of mining rights is
depreciated over the estimated useful lives. The useful lives are
reviewed annually in accordance with the production plans of the
Group and the proven and probable reserves of the mines.

The Group is subject to income taxes in various jurisdictions.
Significant judgment is required in determining the provision for
income taxes. There are transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course of
business. The Group recognises liabilities for anticipated tax audit
issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters are different from the
amounts that were initially recorded, such differences will impact the
current and deferred income tax provisions in the period in which such
determinations are made.

The financial statements have been prepared on a going concern
basis, the validity of which depends upon the outcome of the Group’s
negotiation with the convertible loan notes holders and prospective
external financial resources providers to bring in viable assets and/
or projects to restructure its defaulted financial obligation. Details are
explained in Note 1 to the financial statements.

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
stakeholders through optimisation of the debt and equity balance. The
Group’s overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, which includes
convertible loan notes disclosed in note 28, promissory notes
disclosed in note 31, cash and cash equivalents and equity
attributable to equity holders of the Company, comprising issued
share capital, convertible preference shares and reserves. The
directors of the Company review the capital structure periodically. As
a part of this review, the directors of the Company consider the cost
of capital and the risks associates with each class of capital. Based
on the recommendations of the directors, the Group will balance its
overall capital structure through new share issues and share buy-
backs as well as issue of new debt or the redemption of existing debt.
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6.

FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

EREE

Financial assets

Loans and receivables (including cash

6.

Bk EA (B

ek T H

(a)

il TH2Z 7

2010 2009
—g-%f

—TTNEF
HK$’000
FHET

HK$'000
TEx

and cash equivalents) ReERRESEEY) 285,833 64,781
Financial liabilities SRIBE
Amortised cost B SR AR 331,560 481,000
FVTPL Derivative BATFERBREARKRZ
PTETA 15,170 =
Financial risk management objectives and policies (b) B )m\ B B H AR B R
The Group’s major financial instruments include trade and AEEZFEZSHTERIEES

other receivables, amount due from a director, bank balances
and cash, trade and other payables, convertible loan notes,
amount due to a minority shareholder, other borrowings and
promissory notes. Details of these financial instruments

are disclosed in respective notes. The risks associated with
these financial instruments include market risk (currency
risk and interest rate risk), credit risk and liquidity risk. The
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely
and effective manner.
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6. FINANCIAL INSTRUMENTS (continued)

(b)  Financial risk management objectives and policies
(continued)
Currency risk
The Group has transactional currency exposures. Such
exposures arise from sales or purchases by several
subsidiaries of the Company in currencies other than those
subsidiaries’ functional currencies. In addition, certain
portions of the financial assets are denominated in currencies
other than HK$.

6.

The following table shows the Group’s exposure at the end of
the reporting period to currency risk arising from transactions
or recognised assets denominated in a currency other than
the functional currency of the entity to which they relate.

As at 31 December 2010
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(“MNT”)'000
TREERER

33,295

RMB'000
ARBTR

175

AE

Assets

UsD'000

Txn

ST H @)
(b)

S 25 L i 7 B I A S BOSR
()

EMAR
AEBEHR S EERR - ZER
B 5K B A28 1 5 RV B 2 ) BA T
REZ RSN LR
BEBEL I SEEESTH
PDINBTLIASN A -

TRETRASEER IR E B REE A
ERAENEEEMUINEREE 2
RSGACHEREEMELEERE

B2 o

As at 31 December 2009
RN_FEAETZA=1-H

RMB'000
ARETT

- 11,601

USD'000
e

1,052

MNT 000

The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arise.

Sensitivity analysis
The Group is mainly exposed to the currency of MNT, RMB and
USD.

The following table details the Group’s sensitivity to a 5%
increase and decrease in HK$ against the relevant foreign
currencies. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and adjusts
their translation at the year end for a 5% change in foreign
currency rates. A positive number below indicates a decrease
in loss where HK$ strengthen 5% against the relevant
currency. For a 5% weakening of HK$ against the relevant
currency, there would be an equal and opposite impact on the
loss, and the balances below would be negative.

MINT
REERER

2010 2009

—2-%f ZTNE

HK$'000 HK$'000
i TEn

(10) r

HENBRZTE

Impact on loss for the year

$%@E%iﬁ%ﬁ%ﬁﬁ”%l
i - & IR FE B SME LR - IR
EH%FﬂﬁEK%Eﬂ“°

BRI
AEBETEMUREERER A
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TREAVIASE LB ARRINE
THE R 82 (B5% 2 B E « BURE 5
TEBEAIINEERE 2 E%IER
A A BE o B B)5%:08 B H 0 4 45 H

ZHE o T X IEBER R inE TR
BN THE S %S B 1R« B 7T

HABRASNE R [E5% 15 H BB
RESBZBRFE MATHE
HREH-

RMB
N

2010

—E-%F
HKS$'000
TR

(7)

2009
ZETNE
HK$'000
THT

2010
~2-%f
HK$'000
TER

(659) -

HK$'000
47

(410)
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Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to fixed-rate other borrowings (see Note 27 for
details), convertible loan notes (see Note 28 for details) and
promissory notes (see Note 31 for details).

The Group also exposed to cash flow interest rate risk relation
to variable-rate bank balances.

The Group currently does not have an interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest rate
exposure should the need arises.

Sensitivity analysis

The sensitivity analyses below have been determined based
on the exposure to interest rates for variable-rate bank
balances, the analysis is prepared assuming the bank
balances at the end of each reporting period was outstanding
for the whole year. The basis point increase or decrease

is used when reporting interest rate risk internally to key
management personnel and represents management’s
assessment of the reasonably possible change in interest
rates.

50 basis points have been used for variable rate bank
balances.

For variable-rate bank balances, if the interest rates had been
50 basis points (2009: 50 basis points) higher/lower and

all other variables were held constant, the Group’s loss after
tax and accumulated losses would increase/decrease by
approximately HK$1,297,000 (2009: HK$135,000).

This sensitivity analysis has been determined assuming that
the change in interest rates had occurred at 31 December
2010 and 2009 and had been applied to the exposure to
interest risk for financial investments in existence at those
dates. The analysis has been performed on the same basis
throughout the two years ended 31 December 2010.
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Credit risk

Credit risk refers to the risk that debtors will default on their
obligations to repay the amounts owing to the Group, resulting
in a loss to the Group. The maximum exposure to credit

risk in the event that the counterparties fail to perform their
obligations at end of the financial year in relation to each
class of recognised financial assets is the carrying amount

of those assets as stated in the consolidated statement of
financial position.

The Group has no significant credit risks as it has policies
in place to ensure that sales of products and services are
made to customers with appropriate credit history. The
Group has adopted a policy of only dealing with creditworthy
counterparties, where appropriate, as a means of mitigating
the risk of financial loss from defaults. The Group only
transacts with entities with good repayment history.

The Group has no significant concentration of credit risk
by customer, with exposure spreading over a number of
counterparties and customers.

The Group’s concentration of credit risk by geographical
locations is mainly in PRC with exposure spread over a
number of customers, which accounted for all of the trade
receivables for both years ended 31 December 2009 and
2010.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned by
international credit-rating agencies.
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For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

6.  FINANCIAL INSTRUMENTS (continued) 6. Axmh L H )
(b)  Financial risk management objectives and policies (b)  HAE R A B H AR K BUR
(continued) (%)
Liquidity risk RENE SRR
In the management of the liquidity risk, the Group monitors MEBERDECRERME @ A%
and maintains a level of cash and cash equivalents deemed ERRHREEERR R AN
adequate by the management to finance the Group’s AEEEB R RBREEEYD
operations and mitigate the effects of fluctuations in cash KFE - ARRIERERERE 2%
flows. 2,
The following table details the Group’s remaining contractual TRIZHEENEFI AN EEIELT
maturity for its non-derivatives financial liabilities based on ESBEBERT 2EREBER-
the agreed repayment terms. The table has been drawn up ZRBEASEREANRZAH
based on the undiscounted cash flows of financial liabilities RemBECRURBERES
based on the earliest date on which the Group can be 2 WREMNEREACHEERE
required to pay. The table includes both interest and principal
cash flows.
Liquidity risk tables B & %A g Sl 7
More than More than
1 year but 2 years but Total Carrying
Within 1 year less than less than undiscounted amount at
or on demand 2 years 5 years cash flows 31 December
W+=h
—ERE —FhE RENL AERRS Sar=
EZX BRAER BREER RESE A ik
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
T T T Tix T
2010 “Z-ZF
Non-derivative financial liabilities FiTERAR
Trade and other payables B 5 RAMENTE 35,304 - - 35,304 35,304
Amount due to a minority shareholder ER—2D8RERE 306 - - 306 306
Convertible loan notes THRERE 26,832 26,832 482,272 535,936 295,950
62,442 26,832 482,072 571,546 331,560
2009 ZITNE
Non-derivative financial liabilities FTESRAR
Trade and other payables BHREMENTE 48,351 - - 48,351 48,351
Amount due to a minority shareholder -2 8RENE 306 - - 306 306
Other borrowings HifE s 15,150 - - 15,150 15,000
Convertible loan notes MERERRE 24,750 - - 24,750 23,082
Promissory notes EAER - 8,845 451,115 459,960 394,261
88,557 8,845 451,115 548,517 481,000
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Liquidity risk (continued)

As explained in notes 28 and 43 to the consolidated financial
statements, the Company has breached certain covenant

of the convertible loan notes after the reporting date, as a
condition for the convertible loan notes holders in order not
to demand for redemption of the outstanding convertible loan
notes until 31 December 2011, the Company has agreed to
comply with the following additional terms:

i) The Company shall notify the holder of the convertible
loan notes immediately on each occasion after the
Company has withdrawn US$1,000,000 or more
out of the bank account where proceeds from the
convertible loan notes are credited; and

i) The Company shall submit to the convertible loan
notes holders a copy of the bi-weekly electronic
bank statements in relation to the account within 3
business days after the end of each of the aforesaid
reporting period.

The details are set out in the Company’s announcement on 9
February 2011.
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The directors of the Company consider that the carrying amounts of
financial assets and financial liabilities recorded at amortised cost
approximate their fair values due to their immediate or short-term
maturities.

The fair value of promissory notes for disclosure purposes is
estimated by discounting the future contractual cash flows at the
current market interest rate that is available to the Group for similar
financial instruments.

The fair value of the option of convertible loan notes is estimated
using option pricing model.

Fair value measurements recognised in the consolidated
statement of financial position

The following table provides an analysis of financial instruments that
are measured subsequent to initial recognition at fair value, grouped
into Levels 1 to 3 based on the degree to which the fair value is
observable.

Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities.

Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

As at 31 December 2010 and 2009, the only financial instrument
measured at fair value is being the derivative component of

convertible loan notes which belongs to level 3 financial instruments.
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For the year ended 31 December 2010 HE—Z—ZF+—_A=+—HItFE

6. FINANCIAL INSTRUMENTS (continued)
Fair value (continued)
Reconciliation of Level 3 fair value measurements of
financial liabilities

ST H @)

N1E ()
SRHEEE=EATEFEZY
AR

Derivative component of

Convertible loan notes

ARERERRBTETARSD

2010 2009

—E—EfF —TETAEF

RMB’000 RMB’000

ARBT T AREFIT

At 1 January n—H—H - =

Issued during the year FREIT 12,338 =
Total gains or losses: BB

— in profit or loss —srt A8z 2,832 =

At 31 December R+=-—A=+—H 15,170 -

There were no transfer into or out of level 3 during the reporting
period.

Of the total losses for the year included in profit or loss, approximately
HK$2,832,000 relates to derivative component of convertible loan
notes held at the end of the reporting period.

Significant assumptions used in determining fair value of
financial liabilities

Derivative component of convertible loan notes

The fair value of the derivative component of convertible loan notes is
determined by the inputs to option pricing model including spot price,
risk free rate, expected option period and expected volatility. Please
refer to Note 28 for the details of the inputs.
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The Group's operating segments, based on information reported
to the board of directors (being the chief operating decision maker
(“CODM”") for the purpose of resources allocation and performance
assessment are as follows:

Banking and finance - Provision of systems integration,
systems integration software development,
services engineering, maintenance
and professional outsourcing
services for the banking and
finance, telecommunications and

public sector clients

Software solutions for - Provision of software solutions
banks and the public for banks and public sectors
sector concentrating on the banking,
e-commerce and public sectors
with a business focus on
e-business operations and online

marketplaces

Mining operation - Geological survey, exploration and
development of iron, gold and
other mineral deposits (mining
operation) and trading of iron ore
and alluvial gold

The management of the Group monitors the operating results of

its business units separately for the purposes of making decisions
on resource allocation and performance assessment. Segment
performance is evaluated based on the operating profit or loss which
in certain respects, as explained in the table below, is measured
differently from the operating profit or loss in the consolidated income
statement. The Company’s financing (including finance costs and
finance revenue) and income taxes are managed on a group basis and
are not allocated to the operating segments.

For the purposes of monitoring segment performance and allocating
resources between segments, the CODM also reviews the segment
assets attributable to each operating segment, which comprise
assets other than head office’s plant and equipment, deposit for
acquisition of a subsidiary, bank balances and cash as these assets
are managed on a group basis.

The Group was also involved in the provisions of IT management and
support, agro-conservation and bioenergy. These operations were
discontinued on 23 March 2009 and 23 November 2009 respectively
(Note 13).
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SEGMENT INFORMATION (continued)
Segment revenues and results
The following is an analysis of the Group’s revenues and results by

reportable segments.

For the year ended 31 December EZ+-A=1—8

TURNOVER
Sales to external customers

RESULTS
Segment loss

Unallocated income
Unallocated expenses
Finance costs

Loss before taxation

HEE
xR
MINBEPIEL C HE

S
PEER

AAERA
AP
RARE

BRAER

Banking and finance
systems integration services

RIREMAL

RA
2010 2009
“F-8F k3

HKS'000
TiEn

HK$'000
T

S ERE R )

v LGN E S
TEHINET 2 HBH BHIT 2 AEBKA
R

Continuing operations

BESERR

Software solutions for
banks and the public sector
BAIRARBHRA
BRZBHBATE

2010 2009
ZB-BFf - £
HK$'000 HK$'000
TER Ti#n

Mining operation

FRER
2010 2009 2010
—E-%f F  ZE-BF
HK$'000 HK$'000 HK$'000
TER TET TER

HK$'000
TEL

31,584 51,035 338 470 o - 31,922 51,705
(1,218) (341) (20) 27)  (2966,315) (1825)  (2,967,553) (2,193)
172 385

(39,210) (24,641

(32,389) (5,029)

(3,038,980)  (3L478)

The accounting policies of the reportable segments are the same as

the Group’s accounting policies described in note 3. Segment loss

represents the loss from each segment without allocation of central

administrative expenses, directors’ emoluments, interest income
and finance costs. This is the measure reported to CODM for the

purposes of resource allocation and performance assessment.
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7. SEGMENT INFORMATION (continued) 7. SEER @)
Segments assets and liabilities 43 EB & E I BUAR
The following is an analysis of the Group’s assets and liabilities by TREBIIETERD LM ZAEEEE
reportable segments. REE&E-
Segment assets PHEE
2010 2009
—E—EfF —TETAE
HK$’000 HK$’000
FET FHT
Banking and finance systems integration RITRE MR EKRG
services 26,373 31,273
Software solutions for banks and BITRAASEARNERAZ
the public sector BRARAT R - 21
Mining operation PR S 75 1,403,077 4,175,956
Total segment assets BOEEE 1,429,450 4,207,250
Assets relating to discontinued operations BREBRIEERCEE - 200,674
Unallocated RO 287,150 34,217
Consolidated assets BEEE 1,716,600 4,442,141
Segment liabilities oHEE
2010 2009
—E-FF —ETNF
HK$’000 HK$’000
FET FHET
Banking and finance systems integration RITRE R EK ARG
services 38,332 41,519
Software solutions for banks and BITRAASBEARAAMNEAZ
the public sector BRERIR T 2R 33 55
Mining operation FRUE T 2,238 2,516
Total segment liabilities woyHaRE 40,603 44,090
Liabilities relating to discontinued operations ARIERIF¥E 2 BE - 24,045
Unallocated ROHEE 448,282 594,879
Consolidated liabilities FaAafl 488,885 663,014
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For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

7. SEGMENT INFORMATION (continued) 7. SrERER ()
Segments assets and liabilities (continued) SEEERAME @
For the purposes of monitoring segment performances and allocating MEESHERBEERRSHHEADEERM
resources between segments: EE
= all assets are allocated to reportable segments other = BRIBTTHRBKRIES  WEHEB AR
than bank balances and cash, deposit for acquisition of a e ZEE2H/YyBRERFEAZ
subsidiary, assets used jointly by reportable segments and EENMEFEHEZHEESRER
assets associated with disposal groups held for sale. B EEN FMBEEEADRER
2
= all liabilities are allocated to reportable segments other than = BREMEE BN —RLERE
other borrowings, amount due to a minority shareholder, FIE IR ERER FIEHA
convertible loan notes, income tax liabilities, deferred tax B REEREAG RELRE %
liabilities, promissory notes, liabilities for which reportable Br] 285 B HRAPEZ BEUK
segments are jointly liable and liabilities associated with HEFEREZHEEEEBE A
disposal groups held for sale. BN FIBEBEAPRERIZRS
# o
Other segment information H At 43 35 &R

Continuing operations
FESERE
Banking and finance Software solutions for
systems integration services  hanks and the public sector Mining operation Unallocated Consolidated

STRAAEHRAER 2

RARERERRARH HERRAR RREH
2010 2009 2010 2010 2010 2010
-8-%% -8-%f -8-%F -8-%F -R-%f
HKS'000 HKS000  HK$000  HK$000  HKS000  HKS'000 HKS'000  HK$000
Tén TERL Tt Thn TR Thn 7 TER Tt

For the year ended 31 December ~ BET-A=t+-ALEE
Amount included in the measure of  £F AitE A EREIEL
segment profitor loss or segment ~ BESHTEELE

assets:
Depreciation and amortisation TEREY 405 404 - - 1424 4 1,074 1,204 2,903 1,702
Loss on disposal of LERRRBEELZER

plant and equipment - - - - - - - 5 - 5
Loss on written off of HEBRREBELZER

plant and equipment - - - - - - 1,225 - 1,225 -
Addtion of non<current assets FEFNDEE

(excluding addition through (PapRkE

acquisition of subsidiaries) WEBAATE) 4 726 - - 84,273 - 4,009 526 88,329 1,252
Bad debts directly written off ERMEEE - - - - 2,739 - - 4,100 2,739 4100

Gain on disposal of plant and LERRRREEL 2 MA

equipment - 93 - - - - - - - (93)
Loss on deregistration of subsidiaries [ B2 7 A REL 2 BE - 897 - - - - - o - 897
Impairment loss recognised ERRERESE

in respect of goodwill - - - - 2,653,767 - - - 2,653,767 -

Impaiment loss recogrised P

in respect of mining rights - - - - 287,500 - - - 281,500 -
Reversal of impaiment loss BB RAMENFE

in respect of trade and HERE

other receivables (517) - - - - - - - (517) -
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7. SEGMENT INFORMATION (continued) 7. EBER
Geographical information Hb i R
The Group's revenue from continuing operations from external AEEBELCEEBREIINBRS ZBA
customers and information about its non-current assets by FIERBEERASEEEMEMEGE
geographical locations of the assets are detailed below. BN 2 BERFINWMT -

Hong Kong Elsewhere in the PRC Mongolia Consolidated
R HEAMBE EE) ga
2010 2010 2009 2010 2010

“%-%F  CITINF CR-%F F ZF-%F “B-%F
HKS'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
TR TETL TER TR TR TR TER TR

Segment revenue HEBA
Revenue from external RENMPEP ZMA
customers 338 470 31,584 51,235 - - 31,922 51,705
Non-current assets FRBEE 2,739 365 374 2314 1,397,017 4,172,937 1,400,430 4175616
Revenue from major product and services 2 2B i S IR 2 W
The following is an analysis of the Group’s revenue from continuing NTAREERERELEEBEEER
operations from its major products and services: KBRS 2 WA DT
2010 2009
—E-FF —ZEThE
HK$’000 HK$’000
F#ET T
Sale of goods HEEM 9,914 28,625
Rendering of computer technology services 12t & s H AT AR 7% 22,008 23,080
31,922 51,705
Information about major customers AREEREFZER
Revenues from customers of the corresponding years contributing RELAEERETELEELONA L2
over 10% of the total sales of the Group are as follows: P ZWANT :
2010 2009
—E—FfF —ETAFE
HK$’000 HK$’000
FET FHET
Customer Al EFEA * 10,551
Customer B? =FBt * 5,864
1 Revenue from banking and finance systems integration services 1 RERITRE @R FEKRE 2 WA
i Less than 10% * T210%
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For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

8.  TURNOVER AND OTHER OPERATING INCOME 8. & 3&%A K Hh &2 i 35

Turnover represents invoiced value of sales, net of discounts allowed EETIRHEE (BEMBRTINREER (1E
and sales taxes where applicable. Revenues recoghised during the ) ZBEZE - AFEBRBZWALT :

year are as follows:

2010
—E2-=F
HK$’000
FExT
Continuing operations BEREER
Turnover =E
Sale of goods HEEMm 9,914 28,625
Rendering of computer technology services  #21 S J& £ i1 IR 7& 22,008 23,080
31,922 51,705
Other operating income Hivge &z
Interest income B WA 171 379
Gain on disposal of plant and equipment HERE MEEEE Z WS = 93
Exchange gain, net FE H W s F 58 - 35
Reversal of impairment loss in respect of B0 E 5 rBGIERERE
trade receivables 517 -
Sundry income HEEA 234 -
Government grant (Note) B (KisE) 952 -
1,874 507
Total revenues A 33,796 52,212
Note:  Pursuant to the notices issued by the relevance government authorities, Kt  IRIEEERATEER L @M Hoh
its PRC subsidiaries were entitled to enjoy subsidies for provision of WEARZEREFRENRIBRE Z
specialised information technology services. There is no further condition HEE c AEBBEEEMANA Z G-

the Group need to be fulfilled.
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For the year ended 31 December 2010 HZE—Z—ZF+—_A=+—HItFE

9. FINANCE COSTS

Continuing operations

Interest expenses on borrowings wholly
repayable within five years:
— effective interest expense

9. B WA

2010
—g-%f

2009
—ETNEF
HK$’000
FHET

HK$'000
TEx
HREEEL

ARRAFABBEEZERZ
MEFR:
—ABREERREZER

on convertible loan notes (Note 28) MERZ (K1:728) 19,903 3,562
— interest expense on promissory notes —FEHEBRZMERY
(Note 31) (H12£31) 12,032 1,418
— other borrowings —HmhEE 454 49
32,389 5,029
LOSS BEFORE TAXATION 10. BB i 18

10.

Continuing operations

2010
—g-%F

2009
—ZEENF
HK$’000
FHT

HK$’000
TEx
BEEERE

Loss before taxation has been arrived at after B R EIEED G :

charging:
Auditor’s remuneration ZBUAD B 950 810
Costs of inventories sold EEHFEERA 10,092 26,001
Depreciation e 2,903 1,702
Directors’ emoluments (Note 16) EE2WE (Hat16) 9,649 8,092
Write off of other receivables i 5 H b FE U BRI 2,739 4,100
Loss on disposal of plant and equipment HEMmEMEBEEZEER - 5
Loss on deregistration of a subsidiary — M B D R s s

B4 EE - 897

Loss on written off of plant and equipment = MR EHE S 2 B8 1,225 -
Payments under operating leases BTt REFLEEERIR

in respect of land and buildings 4,660 1,710
Staff costs (excluding directors’ emoluments) BT A (TEEEEHE)

(Note 15) (Hiat15) 24,621 16,930
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For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

VA N
11. INCOME TAX 1. Frf3mi
2010 2009
—E-2F ZEENF
HK$’000 HK$’000
FTHET FHT
Continuing operations BEREEL
PRC Enterprise Income Tax PEBEMEH
— current — 7N A 268 467
— under—provision in previous years —BEFERETRE 21 41
289 508
Deferred tax (Note 32) RIETIA (fiE32) (28,750) -
Income tax (credit) expense FRisHi (%) X i (28,461) 508
(i) Pursuant to the rules and regulations of the Bermuda and BV, (i) KEARERKBRELES 2RI
the Group is not subject to any income tax in the Bermuda RO AEEEARBRERNK
and BVI. B B S MR 58 -
(i) No provision for Hong Kong Profits Tax has been made for (i) BHREEBR L ZHEB AR R MIE
subsidiaries established in Hong Kong as these subsidiaries FREALEEREGNEENEN
did not have any assessable profits subject to Hong Kong ZERBUEF MW EHRZENE
Profits Tax during both years. RAGHREBENEHEE -
(ii) Profits of the subsidiaries established in the PRC are subject (iii) AR BIRK L 2 B A R 2 s A5
to PRC income tax. MR Bl FTSH
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For the year ended 31 December 2010 HE—Z—ZTF+-_A=+—HItFE

11. INCOME TAX (continued)

The income tax expense for the year can be reconciled to the loss
before taxation per the consolidated income statement as follows:

11. BB om

BHERNT

2010
—g-%f

HK$’000
TEx

FAFE %Riiﬁéﬂi?éﬂﬂlmi%,z%ﬂﬁuﬁﬁ

2009
—ETNEF
HK$’000
FHET

Loss before taxation from continuing FECEER 2R AEE

operations (3,038,980) (31,478)
Tax credit at rates applicable to loss HEBRAEREIBERR R

in the jurisdictions concerned EJr%ZWE%fE% (478,867) (4,082)
Tax effect of income not subject to tax ARBMWAZ G2 (131) (4)
Tax effect of expenses not deductible T—J?D HAX BT E

for tax purpose 450,513 4,549
Tax effect of tax losses and deductible RIER 2 BIIEEE R AT

temporary differences not recognised TR ERoBBTE 3 4
Under-provision in previous years BEFERETR 21 41
Income tax (credit) expense for the year FRAEH (Ee) XL (BEE

(relating to continuing operations) KEXBER) (28,461) 508

12. DIVIDENDS 12. KE
No dividend was paid or proposed during both years ended 31 HETTZNFRZ-ZT—ZTF+=A

=+—H Jtif;jrﬁﬁﬁzﬁikﬁ/)iﬁi% =
S R AR IR SRR B AR

December 2009 and 2010, nor has any dividend been proposed since
the end of the reporting period.

13. DISCONTINUED OPERATIONS/DISPOSAL 13.
GROUPS HELD FOR SALE
On 23 March 2009, the Company completed the deregistration
of Acacia Asia Partners Limited (“Acacia PRC”) resulting in a gain
of approximately HK$302,000. Following the deregistration of the
operations of the IT management and support operating segment
was regarded as a discontinued operation during the year ended 31
December 2009.

OISR th i 2 il
ESL

RZZBTZNF=ZA=+=0 ARAITK
BE Egm nETAg R AR AR ([ L8
Bl A0 E7 1) 52 /- B i 8% 13 Uk &% £9302,000
oyl %ﬂﬂ&ﬂi&s‘z%@%ﬁﬁZ%iﬁ
BiHEME  ZEEREE_TTNF =
A=+ —HAIEFEHEACKEIEES-
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On 23 November 2009, the Company entered into a sale and
purchase agreement with Marigold Worldwide Group Limited
(“Marigold”), a company which is wholly and beneficially owned by
Mr. Yam Tak Cheung who is also the beneficial owner of Integrated
Asset Management (Asia) Limited, the controlling shareholder of

the Company, whereby the Company has conditionally agreed to sell
and Marigold has conditionally agreed to buy the entire interests in
Green Global Agro-Conservation Resources Limited and Green Global
Bioenergy Limited and their subsidiaries (hereinafter collectively
referred to as “Disposal Groups”) including the amounts owing by
the Disposal Groups to the Group excluding the Disposal Groups (the
“Remaining Group”) for a consideration of HK$180,000,000.

The disposal was approved by the shareholders of the Company in the
special general meeting held on 20 January 2010 and was completed
on 24 March 2010. The assets and liabilities attributable to the
business have been classified as disposal groups held for sale and
are presented separately in the consolidated statement of financial
position (see below). Impairment loss of HK$109,913,000 has been
recognised in the consolidated income statement.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZR & RiRARAFE

RZZZENF+—HAZ+=B " ARRHEE
mE LA (TNAARRA B RAR R Integrated
Asset Management (Asia) Limited < & 7=
BAN)EEEZ A 2 Marigold Worldwide
Group Limited ([Marigold |) 5] 32 B & #5
BB ARAEAKGERELEE M
Marigold2 £ {& {4 [fl E & B Green Global
Agro-Conservation Resources Limited ;2
Green Global Bioenergy Limited A 5 £} &
RNE (ATHBHEEE]) 2HER 8
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For the year ended 31 December 2010 HZE—Z—ZF+—_A=+—HItFE

C&ILER FEHEZH
()
HIPY, ERE R R Y ST

13. DISCONTINUED OPERATIONS/DISPOSAL 13.
GROUPS HELD FOR SALE (continued)

The results of discontinued operations for the period/year are as

follows:
IT management and support Agro-conservation Bio-energy Total
EAMNRERRXE BERE EMER @i
2010 2009 2010 2009 2010 2009 2010
—2-%% C-TTHNF -B-%F C-TThF -B-%% / ~2-%f 3
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT T THT T THx T THx Ti#n
Turnover 1 - - - - - - - -
Other operating income Hipfe g e - = 4,386 3 42 194 4,428 197
Gain arising from changes in fair £ AEATFEEE
value less estimated pointof-  JfEitHES
sale costs of biological assets ~ FLANE £ 2 Uiz - - - 12,217 - - - 12,217
Administrative expenses TRER = 1) (4,893) (29,854) (1,048) (15,954) (5,941) (45,829)
Other operating expenses HEEER - (92) (180) (1,500) - (2,485) (180) (4,077)
Loss from operations £BEE - (113) (687) (19,134) (4,006) (18,245) (1,693) (37,492)
Gain on deregistration of LGt Rl
a subsidiary Ef 7l - 302 - - - - - 302
Reversal of 10ss/(loss) on RESHHELTE
remeasurement to fair HEERAZER
value less cost to sell (EMEtEATER
HERKEE) - - 1,757 (97,913) 195 (12,000) 1,952 (109,913)
Impairment loss recognised in ~ EAEN EERESE
respect of intangible assets - - - - - (6,269) - (6,269)
Share of loss of a jointly EfE— AR
controlled entity EEBFE - - (2) (3,139) - - 2) (3,139)
Finance costs RERAK - - - (326) - - - (326)
Profit (loss) before tax from BRIEER 2 BHA
discontinued operations &l (E8) - 189 1,068 (120,512) (811) (36,514) 257 (156,837)
Income tax credit iEhES - - 25 98 - 489 25 587
Profit (loss) for the period/year A1,/ M7 (BE) - 189 1,093 (120,414) (811) (36,025) 282 (156,250)
Attributable to: IUTALRELR:
Owners of the Company RAAEAA = 189 1,093 (120,414) (534) (33,932) 559 (154,157)
Non-controlling interests RS = - = - (217) (2,093) (217) (2,093)
- 189 1,093 (120,414) (811) (36,025) 282 (156,250)
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For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

13.  DISCONTINUED OPERATIONS/DISPOSAL 13. C&ILER FEHEZ
GROUPS HELD FOR SALE (continued) BEEE )
Profit (loss) for the period/year from discontinued operations include BB 28/ FREs (BE) BET
the following: HI &K IA

IT management and support Agro-conservation Bio-energy
EANHEERE RERE ENRER
2010 2010 2009 2010 2009 2010

-2-%F F  ZB-%F ZTINF  C%-%F F ZF-%F
HKS'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
TR TET TER TR TR THT TER TR

Auditor’s remuneration [ GiliE - - - 245 8 205 8 450
Amortisation B - - - 393 - 1,727 - 2,120
Depreciation il - - - 14 - 2,318 - 2332
Written off of other receivables i35 & fti fE U IE - 92 180 1,500 - = 180 1,592
Staff costs BIMA
~ Wages and salary -I8Rk%He - - - - 180 206 180 206
~ Retirement benefits —~RINEFIE B
scheme contributions - - - - 3 11 3 11
Impairment loss recognised in AT S 2 HEESE
respect of inventories - - - - - 1,315 - 1,315
Impairment loss recognised RE 5 R AR
in respect of trade and ZREBE
other receivables - - - - - 2,484 - 2,484
Interest income FIEMA - - - 3 - 135 - 138
Payments under operating BT REFEE
leases in respect of REHE
land and buildings - - - 49 - - - 49
The cash flows of the discontinued operations was as follows: BERIEFERZBRESRENT :
2010 2009
—E-2F —TENF
HK$’000 HK$’000
FET FAT
Net cash inflow from operating activities WEEB 2B RAFEE 879 19,698
Net cash inflow (outflow) from BEEBZBEeRA ORL) F58
investing activities 2 (23,260)
Total cash inflow (outflow) BWemA OGR4 881 (3,562)
No income tax charge or credit arose from the gain (loss) on HERERE REVMRIRD DU RBIHE
the disposal of the Agro-conservation and Bio-energy, and the ABRERRIBREE D BAMEE 2K
deregistration of the IT management and support operating segments. = (BB YTEEEMSH T HSKIKE -
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For the year ended 31 December 2010 HE—Z—ZTF+-_A=+—HItFE

CRILERE FEREZH
EEE )
amﬁAw%%ﬁﬁﬁ+=w2ﬁ%%=

—ETAFI-A=t-BrTEAE
&EﬁmﬂWT-

13. DISCONTINUED OPERATIONS/DISPOSAL 13.
GROUPS HELD FOR SALE (continued)
The major classes of assets and liabilities of the Disposal Groups as
at 31 December 2009, which have been presented separately in the
consolidated statement of financial position, are as follows:

to fair value less cost to sell, which was calculated based on the
difference between the aggregate net asset value of the Disposal
Groups as at 31 December 2009 and the cash consideration of
HK$180,000,000 and estimated transaction cost directly attributable to
the transaction of approximately HK$3,679,000.

Annual Report 2010 =&

Agro-
conservation Bio-energy Total
BERBE E YRR @t
HK$’000 HK$’000 HK$’000
T T FHT
Goodwill kS - 7,800 7,800
Plant and equipment R = K 5% 4 8,041 8,045
Deferred plantation expenditure EIETEER Y 109,669 = 109,669
Deposit for plantation expenditure ~ EER LS 30,230 = 30,230
Biological assets EYEE 64,670 64,670
Intangible assets mpAE 14,115 58,794 72,909
Loan advanced to a minority mM—RIHRERHEER
shareholder - 721 721
Deferred tax assets RIEHIEEE = 489 489
Trade and other receivables B 5 & H M EIGRIE 15,963 20 16,053
Bank balances and cash RITHBRIAS 40 212 252
234,691 76,147 310,838
Remeasurement to fair value less  E T & A FE R 8 & KA
cost to sell (Note) (Het) (97,913) (12,000) (109,913)
Total assets reclassified as disposal EF D EABIEREZ HE
groups held for sale EEEEREAE 136,778 64,147 200,925
Interest in a jointly controlled entity KA TS R (1,139) - (1,139)
Other payables ﬁﬂﬁﬂ%ﬁmlﬁ (4,818) (6,275) (11,093)
Income tax liabilities FisHiaE - (8,082) (8,082)
Deferred tax liabilities RERIEEE (3,529) - (3,529)
Total liabilities associated with B ERECHESEBRZ
disposal groups held for sale BEETE (9,486) (14,357) (23,843)
Non-controlling interests of HESEEERER
Disposal Groups - 761 761
Note:  The amount of HK$109,913,000 represented the loss on remeasurement Kt 109,913,000/ T 2 A ENTER

FEBEHEXAZEE DHER_ZZ
NE+TZA=T—RAZHEEEEEF
B #8558 10 & X {§180,000,0007% 7T 2
MEF URRSGEERGZHARS
XA #93,679,000/8 5T & -

—z55H 97



Notes to the Consolidated Financial Statements

o o B 5 S T

For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

14.

98

LOSS PER SHARE 14. HBEHR
From continuing and discontinued operations REFEREEGE ROKIESE
%
The calculation of the basic and diluted loss per share attributable REERNDNREE ABGSRERAREE
to the owners of the Company for the year is based on the following BB TR A N 8RR E ¢
data:
2010 2009
—E2-=F —ZTTHhEF
HK$’000 HK$’000
FET FH&T
Loss 518
Loss for the year attributable to the owners — ZNA & A A JE(G A EE
of the Company (3,009,777) (186,108)

Number of shares &R
Weighted average number of ordinary shares LAzt E G E AR EIE 2
for the purpose of basic loss per share B INE F R 687,011,285 262,843,308
From continuing operations KB R R
The calculation of the basic loss per share from continuing operations AEERARREBARGREFELEE
attributable to the owners of the Company for the year is based on the B2 BREARNBBINRATEENE:

following data:

2010 2009
—%-%% —FENF

HK$’000 HK$’000
TR FTATT

Loss for the year attributable to owners of RRRHER ABEFRER

the Company (3,009,777) (186,108)
Less: profit (loss) for the period/year from W AREER ARGEARL
discontinued operation attributable to ¥ 28R EREF
owners of the Company (note 13) (B#8|) (Ki13) 559 (154,157)
Loss for the year for the purpose of BAUGTERBECEEBETR
basic loss per share EREEFEEE
from continuing operations (3,010,336) (31,951)
The denominators used are the same as those detailed above for A E AR ESREARGESR
basic loss per share. L EIE
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14.

15.

—FF+-A=t+—HLFE

LOSS PER SHARE (continued)

From discontinued operation

Basic earning per share for the discontinued operation was HKO.08
cents per share (2009: Loss per share of HK58.65 cents), based on
the profit for the year from the discontinued operation attributable
to the owners of the Company of approximately HK$559,000 (2009:
loss for the year from the discontinued operation attributable to the
owners of the Company of approximately HK$154,157,000) and the
denominators detailed above for basic loss per share.

The computation of diluted loss per share does not assume the
exercise of the outstanding share options, the conversion of the
convertible loan notes and the conversion of convertible preference
shares since their exercise would result in a decrease in loss per
share. The basic and diluted loss per share are the same.

STAFF COSTS (EXCLUDING DIRECTORS’
EMOLUMENTYS)

Continuing operations

14.

15.

JB B 1] (o)

KB O IEERE
BAARBAEABRHERIELEEBZEE
i 7 #9559,0008 7T (Z BT h4E : AQ
AEBABHERLEBZFEBEY
154,157,000/ 7T ) & £ X Frafilt GARE AR
BEMASEE CRIEEKCSRE
REF AFO0.088Il (ZETNE :
[E51858.65/8 1) °

RAMTEARIT B U R R A mRE
FEBRATHABERSGEURERERR
D BNE R T AR I R R ERTT
ERTTEBRE AR BB SRR
Ko ISR ST i o 5 E R R B 1R AR
Ao

B TRA (A £ 45 3 25 1

&)
HEA A ST

Continuing operations
BHESEER
2010 2009
—TThEF
HK$'000
FHT

=
HK$'000
FTER

Wages and salaries ITERFS 20,804 14,623
Retirement benefit schemes contribution R FIET B LR 1,636 1,007
Share-base payments R AR - 3% 2,181 1,300

24,621 16,930

The subsidiaries in Hong Kong operate defined contribution schemes
which are available to qualified employees. The assets of the
schemes are held separately from those of the subsidiaries in
independently administered funds. Monthly contributions made by
the subsidiaries are calculated based on certain percentages of the
applicable payroll costs or fixed sums as stipulated under the relevant
requirements, as appropriate.

REEZ BB B A REFEEE m.ﬁri‘J
HABERERSN-FEEELEMNEBE R
Zﬁé M-ABVEEESIA- MTJ%
REAFARERFHRA Z2ETADHLE
AR IR AR B 5 T AR 2 [ E SRR K
(FERERME) °
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Pursuant to the regulations of the relevant authorities in the PRC,
the subsidiaries of the Group in this country participate in respective
government retirement benefit schemes (the “Schemes”) whereby
the subsidiaries are required to contribute to the Schemes to fund
the retirement benefits of the eligible employees. Contributions made
to the Schemes are calculated based on certain percentages of the
applicable payroll costs as stipulated under the requirements in the
PRC. The relevant authorities of the PRC are responsible for the
entire pension obligations payable to the retired employees. The only
obligation of the Group with respect to the Schemes is to pay the
ongoing required contributions under the Schemes.

The retirement benefit schemes contribution represent gross
contributions by the Group to the Schemes operated by the relevant
authorities of the PRC and the defined contribution schemes operated
in Hong Kong.

Details of the Company’s share options granted to the employees of
the Group are set out in Note 33.
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For the year ended 31 December 2010 HZE—Z—ZF+—_A=+—HItFE

16. DIRECTORS’ AND SENIOR MANAGEMENT’S 16. EHREEHEHAEBMNE

EMOLUMENTS
(a) Directors’ emoluments (a) HEFME
The emoluments paid or payable to each of the eleven (2009: EfsENt+—R (ZETAF:
five) directors were as follows: RB)EEZMe D RIEIIWT
For the year ended 31 December 2010 HE-_Z—ZF+-_A=+—HLt
FEZ
Salaries, Retirement
allowances benefit
and other schemes  Share-based
Fees benefits  contribution payments
e 2R BIERE
Fiok HepER e REBAR ot
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
THRT THAT THET TiER TR
Executive directors HITEZ
Mr. Tse Michael Nam HEFEE - 2,730 12 - 2,742
Mr. Puongpun Sananikone Puongpun Sananikone’t 4
(resigned on 26 March 2010) (R=2-ZF=A=1+~H
BHE) - 185 - - 185
Mr. King Jun Chih, Joseph SHZEE
(appointed on 1 March 2010 and (R -E—TE=F-AKEZT-
resigned on 27 January 2011) TH=F——F—A=1++H
BHE) - 3,067 10 - 3,077
Mr. Chan Kwan Hung BREBEE
(appointed on 26 March 2010 and ~ (R=ZE—TF=F=+XA
resigned on 22 October 2010) BRE YR-_T-ZF
+AZ+=RER) - 1,356 8 - 1,364
Mr. Yang Xiangi BREEAE
(appointed on 22 October 2010) (R=Z-Z5+A=+=H
EZ) - 338 - - 338

Independent non-executive directors B FHTES

Mr. Lim Yew Kong, John Lim Yew Kong, John’t £ 150 - - 426 576
Mr. Albert Theodore Powers Albert Theodore Powers %t 4
(resigned on 1 March 2010) (R=2-TE=A—AFEI) 25 - - - 25
Mr. Mak Ping Leung BRRKE
(appointed on 1 March 2010) (M=Z-TFE=-F—BEZT) 126 - - 426 552
Mr. Leung Po Wing, Bowen Joseph ~ R ELE A4
(appointed on 26 March 2010) (R=E-FE=A=-1+~AH
EZE) 115 - - 427 542
Mr. Pang Seng Tuong Pang Seng Tuong7t &£
(resigned on 26 March 2010) (R=2-ZF=A=+~H
BHE) 35 - - - 35
Mr. Wu Chi Chiu RESIEE
(appointed on 22 October 2010) (R=E-F%+A=-1+=H
BZE) 29 - - - 29
Mr. Chan Kwan Hung BREBEE

(appointed on 22 October 2010 (W=2-ZF+A-+=H
and resigned on 27 January 2011) EBZE THR-Z——%—A
—TEREHE) 184 - = - 184

664 7,676 30 1,279 9,649
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For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

16. DIRECTORS’ AND SENIOR MANAGEMENT’S 16. EHEEHKEHABNE

EMOLUMENTS (continued) (%)
(a) Directors’ emoluments (continued) (a) EFME @)
For the year ended 31 December 2009 L E_ZTTNF+-_A=+—HLt
FE
Salaries, Retirement
allowances benefit
and other schemes  Share-based
Fees benefits contribution payments Total
e RER EABEANTE
ne HiE R e REBAR g
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
THERT TR TR TET TER
Executive directors YTER
Mr. Tse Michael Nam HEFEE - 2,620 12 651 3,283
Mr. Puongpun Sananikone Puongpun Sananikone’t 4 = 780 = 651 1,431

Independent non-executive directors B ¥ HTES

Mr. Lim Yew Kong, John Lim Yew Kong, Johnt £ 150 - - 976 1,126
Mr. Albert Theodore Powers Albert Theodore Powers’t 4 150 - - 976 1,126
Mr. Pang Seng Tuong Pang Seng Tuong’t & 150 - - 976 1,126
450 3,400 12 4,230 8,092
No directors waived or agreed to waive any emoluments HE_T-ZTFR-ZFTNF1+=
during the two years ended 31 December 2010 and 2009. A=+—HLFE BEESEHKE

FRABHEEMHE -

(b)  Senior management’s emoluments (b) RHREBEANEME
Of the five individuals with the highest emoluments in the TEEREZETWALTEERA
Group, four (2009: four) were directors of the Company RAINAES (ZZTNF :mH) -
whose emoluments are set out above. For the year ended BEZHMEFBEN X -HEZ
31 December 2010, the emoluments of the one (2009: one) T-ZE+-_A=+—HILFE"
highest paid individual were as follows: —EZEReFTMA LT (ZEZThF:
—Z)ZMewT:

2010 2009

—E-BF —ETNF

HK$’000 HK$’000

FHT FAT

Salaries, allowances and other benefits ¥ ~ 2 8L K E 4& 7 574 972

Retirement benefit schemes contribution & {R4& Fll 5T B 3¢ 6 12

Share-based payments [E3GENE-N - 651

580 1,635
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For the year ended 31 December 2010 HZE—Z—ZF+—_A=+—HItFE

16. DIRECTORS’ AND SENIOR MANAGEMENT’S 16. EHREEHEHAEBMNE

EMOLUMENTS (continued) (%)

(b)  Senior management’s emoluments (continued) (b
Their emoluments fall within the following bands:

BAAEHABME (5)
BEZMENFATEE:

Number of individuals

AE
2010
—g-2%
Emoluments band Pl < &6 2]
Nil — HK$1,000,000 Z 77T %1,000,0007% 7T 1 -
HK$1,500,001 — HK$2,000,000 1,500,001/ 8 L&
2,000,000/ 7T - 1
1 1
(c)  No emoluments have been paid by the Group to any directors (c) BEZZT-—TFR-TTHhE+=

or the five highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss of the
office during the two years ended 31 December 2010 and
2009.

A=+—BItmEFER KL
TEAEAEFL DL R HHA
XIS EREZEMARIR
AREEE 7 2R SR E -
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For the year ended 31 December 2010 HE—Z—ZTF+-_A=+—HItFE
17. PLANT AND EQUIPMENT 17. W Mt
Furniture,
fixtures
Construction Leasehold and office Motor Plants and
Nursery farms in progress  improvements equipment vehicles machineries Total
B EEXE
[:]:] HBIR HENEEE RELERG RE HERHE @t
i HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THr THL THET T TAL THT
COST RAE
At 1 January 2009 W=EZh%E-A—-H 11,101 - 1,633 15,626 3916 = 32,276
Additions RE = S = 1,269 1,119 = 2,388
Disposals HE - - (150) (56) (77 - (383)
Reclassified as disposal goups ~ EF D EAR(EHEL
held for sale HEEE (11,102) = = (1,123) (437) = (12,661)
Acquired from acquisition of KE-BHBLAME
a subsidiary - - - 107 276 - 383
At 31 December 2009 RZZEZNE
+-A=+-A8 = - 1,483 15,823 4,697 = 22,003
Additions RE = 39,976 2171 2,064 4,804 35,824 84,839
Written off i34 - - (458) (195) (2,712) - (3,365)
Acquired from acquisition of WEE-FERERRME
a subsidiary - - - - - 16 16
At 31 December 2010 R-Z-ZF
+-f=1+-AH - 39,976 3,196 17,692 6,789 35,840 103,493
ACCUMULATED DEPRECIATION ~ RR&ifE
At 1 January 2009 RZZENE-A-H 2,224 - 1,411 14,957 1,313 - 19,905
Provided for the year FREE 2111 - 136 496 1,201 - 4,034
Eliminated on disposals HEREHH - - (150) (51) (177) - (378)
Reclassified as disposal groups ~ EF A HEAFELEY
held for sale LELE (4,335) - - (176) (105) - (4,616)
At 31 December 2009 RZZTNE
+-f=1+-AH - - 1,397 15,226 2,322 - 18,945
Provided for the year FREE - - 328 497 1,225 1,673 3723
Eliminated on written off ikl g - - (408) (137) (1,595) - (2,140)
At 31 December 2010 RZE-%F
+-A=1+-AR - - 1,317 15,586 1,952 1,673 20,528
CARRYING AMOUNTS REE
At 31 December 2010 RZE-%%
+-A=1-H - 39,976 1,879 2,106 4,837 34,167 82,965
At 31 December 2009 RZZEZNE
+-A=1+-A = = 86 597 2,375 = 3,058
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For the year ended 31 December 2010 HE—Z—ZTF+-_A=+—HItFE

17. PLANT AND EQUIPMENT (continued) 17. W Bkt cm
The above items of plant and equipment are depreciated on a LA EHE REEIEE LAE%?&&MT¢$
straight-line basis at the following rates per annum: ATEE:
Leasehold improvements 33%/3% or over the lease terms, THEMEEE 33Y/: %R EH - LA
whichever is shorter mERBE
Furniture, fixtures and office 20% to 33%/3% R BEHER 20%%E33Y/:%
equipment PAER
Motor vehicles 331/3% E 33Y/5%
Plants and machineries 10% = K2 10%
Nursery farms 10% to 33%/3% ®E 10%Z=33%/3%
18. MINING RIGHTS 18.  $RBERE
HK$’000
T
COST ﬁEZF{E
At 1 January 2009 RZZTZNF—A—H -
Acquired from acquisition of a subsidiary W iE—rKB AR S 1,518,791

At 31 December 2009 and 1 January 2010 R-ZEZhF+-_A=+—HE

—Z-TFE—-HJ—H 1,518,791
Addition during the year FARE 2,527
Acquired from acquisition of a subsidiary Ui — K B A R AT1S 32,610
At 31 December 2010 R-ZE—ZF+-_A=+—H 1,553,928
AMORTISATION AND IMPAIRMENT ﬁﬁ%&ﬁﬁ
At 1 January 2009, 31 December 2009 ZZETRF—-A—HB ZZ2TNF
and 1 January 2010 +fﬂ:+*a&f7*:¢*H*El -
Amortisation provided for the year FREHREHE 2,036
Impairment provided for the year FREHRRAE 287,500
At 31 December 2010 RZE—ZTF+=ZA=+—H 289,536
CARRYING AMOUNTS BREE
At 31 December 2010 WZZ-—ZF+-_A=+—H 1,264,392
At 31 December 2009 RZZEENF+=-_A=+—H 1,518,791
Amortisation of approximately HK$2,036,000 was capitalised in the HEZZ—ZEF+-A=+—HLFE"
finished good for the year ended 31 December 2010 (2009: Nil). %’92,036,000/%7|: (ZEThE E) 2%
HERBKEPERNL -
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For the year ended 31 December 2010 E#ZE—_ZT—TF+_A=+—HILFE

The mining right represents mining licenses 15333A acquired in 2009
and 15449A acquired in 2010 by acquiring of a subsidiary for the
stripping of an iron ore and alluvial gold mines respectively located

in Mongolia. The mining license will be expired on 4 December

2039 and 1 February 2040 respectively. The iron ore mine has not
commenced production at the end of the reporting period.

The directors of the Company are of the opinion that, based on

the business valuation reports for the mining right of stripping iron
ore as at 31 December 2010 issued by Greater China Appraisal
Limited (“Greater China”), the fair values of the mining right is lower
than its carrying amount in the consolidated statement of financial
position as at 31 December 2010 and therefore impairment loss of
HK$287,500,000 is recognised (2009: impairment: nil).

The recoverable amount of the mining right of stripping iron ore is
determined from value-in-use calculations. As extracted from the
Greater China’s valuation report for the recoverable amount as at 31
December 2010, the Group prepared cash flow forecast derived from
the most recent available financial budgets approved by management
and cash flows beyond 5-year period are extrapolated using zero
growth rate over thirty five years assuming the extension of mining
license is available and administrative in nature. In preparing the
forecasts, management made reference to the mineral reserves
presently verified and the future production capacity according to the
technical report issued by SRK Consulting China Ltd (“SRK”). The
key assumptions for the value-in-use calculation are those regarding
discount rates, anticipated changes to future selling prices and
anticipated production capacity, as follows:

- Management use a discount rate which is derived as the
Company’s cost of capital, representing the expected return
on the Company’s capital, and assigned discount rate of
23.95% for the year ended 31 December 2010 (2009:
17.75%). The discount rate increased significantly as a
result of the increase in the equity risk premium. Equity risk
premium represented the additional return rate higher than
risk-free rate.

- Future selling prices were estimated with reference to existing
and past quoted commodity prices of the mining industry.

- Future production capacity estimation was made in
accordance with the feasibility report issued by SRK. The
estimated production capacity per annum dropped to 1.5
million tonnes in 2010 (2009: 5.7 million tonnes per annum)
because of new hydro-geological condition limitation noted by
the directors in the pre-production during the year ended 31
December 2010.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZR & RiRARAFE

FEEEZAKE —RHMNBEARIMR =
TRFUEE 2 BT A5 15333A RN =F
—ZFE W 2 FRIET Al 55 15449A  AI BE R
FERAL A R 2 SR R D € B8  BRAE AT Al
BORR_ZE=NF+_AMNBAR=ZEN
THEZA—HEM RWEHR - ZEERN
RIEE ©

ARBEEZRR BEBZEFEERAA
(MDEZEFE]) FTE B RFRERE 2 5KE
ER—_ZT—ZTF+_A=+—HZEKH
BERE RERBZATFERRER =T —
TFE+ A=+ —HBEEUERRARZE
E1E - BB R EE15287,500,0007%
T(ZZETNF FHE E) -

B2 R BA SR 2 PRI A 2 AT U Bl 2 B T IR
EREEFEEEE HMMEETEMGE
WMERMTIR_ZE—ZE+_A=+—HZ
A E R REERSIBHKERASR
BEZVBEEPREBARS RS 8B
BROEHRCRSRERTEREIEL
=T hERE 2R RRIRERT A AT
REBITHRIEE - REFEAN - ERABL
Z 15 B EL B AR 5 SRK Consulting China Ltd
([SRK ) 88 5% 2 B i 5 B TE 2 B ¥ 28 el
BRAKRER -HREBEABEEZZEER
% HERE IR R R R R E (B R TE HAE A < TA A
ZEAR HIWT:

- EEABAMBEENIEANT
ZEAKAK(NMARREARNZTE
HEK) REE-_T—TE+ =
A=+—HBIEFEZETMHEX
23.95% (ZETNF : 17.75% ) 1
TE o AR ER AR =B EF - Ak
WEKE LA -#EERBEERES
P BB ) 5K 2 BB HNEI ] K o

- AREBHELERG LBREEE
BmmE R -

= RIREE B AT TUAR IR SRKEE H 2 7]
THEREEL - ARESREZZ
T—ZTF+_A=+—HIEFEAE
EE B 25 BR 3T K ST R b B (R BR ) -
MGt ER TRE_T—TEEF
1,500,000 ( — T ENF: FF
5,700,0000 ) °
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For the year ended 31 December 2010 HZE—Z—ZF+—_A=+—HItFE

19. EXPLORATION AND EVALUATION ASSETS 19.  HhER Rl Ah & B
HK$’000
FHET
COST RAE
At 1 January 2009, 31 December 2009 and RZZEZNF—A—B ZZETNF
1 January 2010 +ZA=t+t—RAKR=ZE—ZFF—HF—H -
Addition during the year FARNE 963
Acquired from acquisition of a subsidiary I bE — KT B A R FT1S 6,682
At 31 December 2010 RZFE—ZTF+=-A=+—H 7,645
CARRYING AMOUNTS FREIE
At 31 December 2010 RZZE—ZF+-A=+—8H 7,645
At 31 December 2009 RZZEZENF+=A=+—AH =

20. GOODWILL AND IMPAIRMENT TESTING ON 20. 7 T T Yl A ik

GOODWILL
(a) GOODWILL (a) P&
HK$’000
FHET
CoSsT %N =1
At 1 January 2009 RZETNF—H—A 94,611
Acquired from acquisition of a subsidiary U gg — M B R R FTS 2,653,767
Reclassified as disposal groups held for sale B DA AZFELE 2 HEEE (81,839)
At 31 December 2009, 1 January 2010 RZEZNF+ZA=+—8"
and 31 December 2010 T TF-A—AKRZZE—ZF
+=ZA=+—8 2,666,539
IMPAIRMENT WA
At 1 January 2009 RZEZNF—A—H 86,811
Reclassified as disposal groups held for sale B DA AZFELE 2 HEEE (74,039)
At 31 December 2009 RZZBZAF+ZA=+—H 12,772
Provided for the year FREHR 2,653,767
At 31 December 2010 R-E—ZFTF+=-_A=+—H 2,666,539
CARRYING AMOUNTS REE
At 31 December 2010 RZE—ZF+-A=+—H A
At 31 December 2009 R-_ZEZNF+_A=+—H 2,653,767
Particulars regarding impairment testing on goodwill are P2 (BRI 3 B 1 1A B 320 (b) 1
disclosed in Note 20(b). 5= o
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For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

20. GOODWILL AND IMPAIRMENT TESTING ON 20. P P U AE B o

GOODWILL (continued)
(b) IMPAIRMENT TESTING ON GOODWILL (b) TG B
For the purposes of impairment testing, goodwill set out in AEITRE RS - M 7E20(a)FT
Note 20(a) has been allocated to one (2009: one) individual NZEBERZ-_ZE—TF+=A
cash generating unit as at 31 December 2010. The carrying =+ —HPEE—EBIReES
amounts of goodwill (net of accumulated impairment losses) B (ZZThEF: —@) - W3k%
as at the end of the reporting period allocated to these are as R mEZEAEE (kKR
follows: EEE) IBA T EMED
2010 2009
—E-BF ZTTNF
HK$’000 HK$’000
FET FHEIT
Mining operation PR ST
— North Asia Resources Group Limited — T EREEERA
(the “NAR”) and its subsidiary Al ([t &R])
(the “NAR Group”) REMBAR (T
TEREE]) - 2,653,767
Mining operation PRIE T
The directors of the Company are of the opinion that, based ARREERA  RBZETEM
on the business valuation reports for NAR Group as at 31 BHUETEREEN T —TF
December 2010 issued by Greater China, the business +Z A=+ —BZEBKEERSE
values of this subsidiary is lower than its carrying amount ZINB AR FBEEERENS
in the consolidated statement of financial position as T—EF+_A=+—HGEHE
at 31 December 2010 and therefore impairment loss of R 2 BREE - At 2 #RRE
HK$2,653,767,000 is recognised (2009: impairment: nil). §5482,653,767,0008 70 (-T2 Z

NE RE ) o
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Mining operation (continued)

The recoverable amount of NAR Group is determined

from value-in-use calculations. As extracted from Greater
China’s valuation report for the recoverable amount as at
31 December 2010, the Group prepares cash flow forecast
derived from the most recent available financial budgets
approved by management and cash flows beyond 5-year
period are extrapolated using zero growth rate over thirty five
years assuming the extension of mining license is available
and administrative in nature. In preparing the forecasts,
management made reference to the mineral reserves
presently verified and future production capacity according
to the technical report issued by SRK. The key assumptions
for the value-in-use calculation are those regarding discount
rates, anticipated changes to future selling prices and
anticipated production capacity, as follows:

- Management use a discount rate which is derived
as the Company’s cost of capital, representing the
expected return on the Company’s capital, and
assigned discount rate of 23.95% for the year ended
31 December 2010 (2009: 17.75%). The discount

rate increased significantly as a result of the increase

in the equity risk premium. Equity risk premium
represented the additional return rate higher than
risk-free rate.

- Future selling prices were estimated with reference
to existing and past quoted commodity prices of the
mining industry.

- Future production capacity estimation was made
in accordance with the feasibility report issued by
SRK. The estimated production capacity per annum
dropped to 1.5 million tonnes in 2010 (2009: 5.7
million tonnes per annum) because of new hydro-
geological condition limitation noted by the directors
in the pre-production during the year ended 31
December 2010.

RBHEK ()

T E R EE > AT B & 58 THIRE
FEE ST - RN EETE
HEREMAN -_E—FF+=5
SH—BrAkESE AEER
SOTHIEE R A B A BT
hRHEARSRE BBRFY
MR RBARTHERES
SHAFHE B R BRI
BAREERBITREE - FRHE
B EBABLERRRBIBE
SRKE: % 7 Bl #4502 2 MR8
B R KR o (FREESEE
ZEERREYPTE R AKEER
T A EHRE G 51
T

- EBABFTABAERNIZ
KRG ZEARKA (B
NAEARZEHERER) &
HEzE-_ZT—ZF+=A8
=+—HIEFEZER
BRI E23.95% (—ZTT S,
F:17.75% ) ETE  HRNVIE
= [ BRE B BT B BE IR
KRG EF o R B E
BiEaRNERRFEE
ENEE: R

- AXEEDESERAR
BT PR B
it

- AR IR EE B fil 5T JO IR #RSRK
BHZATEREEL -
HREZREBEE-_ZT—
TFE+-/F=Z+—H1t
FEEEMBERT KL
O AR B - U R E
HTUHZE—_T—TEGgHE
1,500,000 (=T Z A,
F . §45,700,0000F ) o
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For the year ended 31 December 2010 HE—Z—ZTF+-_A=+—HItFE

21. INVENTORIES 21. #8
2010
—z-2%
HK$’000
FET
Information technology products FEFEE AR RER
held for resale, at cost A AR 1,656 819
Finished good BUAK 6,157 =
7,813 819
22.  TRADE AND OTHER RECEIVABLES 22. B 5 B HC Al FE WOk IH
2010 2009
—E-ZF —ETNF
HK$’000 HK$’000
FET FHET
Trade receivables B Z IR 32,198 39,195
Less: Impairment losses recognised W BRI EEE (11,011) (11,528)
21,187 27,667
Prepayment, deposit and other receivables FENRIE e R EMAEREIE 28,122 10,065
Total trade and other receivables B RHMEWRIBAEE 49,309 37,732
The Group normally grants to its customers credit periods ranging REB—BETERFPIOKRELISORTE Y
from 30 days to 180 days which are subject to periodic review by EEH WHERETHERS -
management.
(a) The ageing analysis of the trade receivables at the end of the (a) REEER  HREERRESE
reporting period, net of impairment losses recognised was as %2 BB REBGRIBRRDITAT
follows:

2010 2009
—E-=F —TThEF

HK$’000 HK$’'000

FET FET

Within 90 days 90K A 9,878 16,089
91 days to 180 days 91K E180K 3,074 2,719
181 days to 365 days 181K =365k 3,376 4,817
Over 365 days 365K £ 4,859 4,042
21,187 27,667
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For the year ended 31 December 2010 HZE—Z—ZF+—_A=+—HItFE

22.  TRADE AND OTHER RECEIVABLES (continued)

(b)

(c)

The movements in provision for impairment losses of trade
receivables were as follows:

22.

B S P LAt JRE e K T ()
b) ESERKEREEEREY 2
M

2010 2009

= —ETNEF

HK$’000 HK$’000

FExT T

At 1 January wn—HA—H 11,528 60,153

Recognised during the year FNER - 2,484

Amount written off as uncollectible MEE AR AE B & 58 - (30,106)

Reversal during the year FREE (517) =
Reclassified as disposal groups BB ARELEZ

held for sale HEEE - (21,003)

At 31 December R+=ZA=+—H 11,011 11,528

At the end of the reporting period, the analysis of trade
receivables that were past due but not impaired are as
follows:

Total

3
HK$'000
THL

21,187

31 December 2010 -z A
_Z —f 27,667

31 December 2009

Neither
past
due nor
impaired

R fE
HK$'000
TR
13,979
16,621

() RBEHR ERREEREZE
ZRNGRIBS T

Past due but not impaired
BAMERAE
91to 181 to
<90days 180 days 365Days  1to2years
1528
HK$'000

181%365%
HK$'000 HK$'000 HK$'000
T TR THL FiEm

706 1,160 3,202 2,140
5,530 961 2,997 1,558

<90% 91£180%

Trade receivables that were neither past due nor impaired
relate to a wide range of customers for whom there was
no recent history of default. The Group does not hold any
collateral over the balances.

Trade receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience,
management believes that no impairment allowance is
necessary in respect of these balances as there has not been
a significant change in credit quality and the balances are still
considered fully recoverable. The Group does not hold any
collateral over these balances.

Included in the allowance for impairment losses of trade
receivables are individually impaired trade receivables

with an aggregate balance of HK$11,011,000 (2009:
HK$11,528,000) which have been in severe financial
difficulties. There are individually written off other receivables
of HK$2,739,000 (2009: HK$5,692,000) which have been in
dispute with the Group, recognised in profits or loss.

ERMITEREZ B SRR
BEZAMI BRACHEZEFA
Mo AREITBERZSHEHRIBEIE
fe] 4 i o

BaHEERELE S EUEKRIARTS
H—HL AR E S RITR 508k
ZBUTEFPAM - REBTER
EREEERTEE AR AR
MABRBAIATT 2@ - 8 R
[EREZSERLBENERDRE
B AEEYERZSEHTE
EEHER & -

B o RRFIEREBEREREE
HIREEVEREZFERIREE S
FEUERIE A $11,011,00058 7T (=
T TN 411,528,000 L) c R
BEERAREBEFELD ZE
BI85 H & U 3R IE 42,739,000
Bt (ZZEZENF :5,692,0008
TT) °
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For the year ended 31 December 2010 HE—Z—ZTF+—_A=+—HItFE

23. AMOUNT DUE FROM A DIRECTOR 23.

The amount is unsecured, interest-free and repayable on demand. The
maximum balance of the amount during the year is HK$635,000.

JEW— %4 F kI
e BEHERE 28 BARERKEE-F
N B = 45 £ /5635,0007% T ©

24. BANK BALANCES AND CASH 24. SUTHR KBS
2009
—TENEF
HK$’000 HK$’000
FEx T
Bank balances and cash WITEHRE S 259,086 27,049
Add: Bank balances and cash classified moBEARBEREZHEEEY
as disposal groups held for sale RITHEBRIRS - 252
Cash and cash equivalents ReERBLEEY 259,086 27,301
Bank balances and cash RATHE R R Bl &

At the end of the reporting period, about 7% (2009: 57%) of bank
balances and cash was denominated in RMB. RMB is not a freely
convertible currency.

The Group’s bank balance and cash denominated in currencies other

than functional currency of the relevant group entities are set out as
follows:

Renminbi AR
usD EM
MNT SHERKER

REBEBMR RITEREBREHH7% (=
TENF 5T%)AARKETE ARBEL
FERRBER-

FEBNTFAREEERIEEE 2 E
BEtEZRITESRRBRSHIIWT -

2010 2009
—z-2f —TTAE
HK$’000 HK$’'000
F7 FHT
82 168

= 68

192 -

Bank balances carry interest at average market rates of 0.22% (2009:
0.22%).

25. TRADE AND OTHER PAYABLES 25.

RITHERIZ T MG R ER022E (ZFFT
FNE:0.22/B) it & o

¥ 5 B oAty Ak T

2010
—z-2F

2009
—ZTENF
HK$'000
FHT

HK$’000
TERT

Trade payables B S REMNIE
— third parties —%£=5 1,867 1,118
— minority shareholders —LHIRR 325 325
2,192 1,443
Accrued expenses and other payables FEETE R R E i RIE 45,841 46,908
48,033 48,351
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For the year ended 31 December 2010 HZE—Z—ZF+—_A=+—HItFE

25.

26.

217.

TRADE AND OTHER PAYABLES (continued) 25.
The ageing analysis of the trade payables at the end of the reporting
period was as follows:

& 5 P A JE A 3K I ()
MR B 5N KA B S i i
T

2010 2009

—E—EfF —TETAEF

HK$’000 HK$’'000

FET FAT

Within 180 days 180K A 749 =
Over 365 days 365K A _E 1,443 1,443
2,192 1,443

The average credit period on purchases of goods is 90 days. The
Group has financial risk management policies in place to ensure that
all payables are settled within the credit timeframe.

AMOUNT DUE TO A MINORITY 26.

SHAREHOLDER

The amount is unsecured, interest-free and repayable on demand.

OTHER BORROWINGS 27.

During the year ended 31 December 2010, the Group obtained
HK$8,000,000 unsecured borrowing carried interest rate at 1.5% per
month from an independent third party to the Group. The amount was
settled during the year.

As at 31 December 2009, the amount of HK$15,000,000 was
unsecured and carried interest rate at 1% per month. The amount was
repaid on 22 January 2010.

BEEMZFHREMRB0XK - NEE
EERTERERERRE  URERDHE
NFRIEA R IR R BRAEN -

WA — 4 A BUB UK IH

UL RRTYEER 28 AREREER-

B

Bl

oAt A B
REBEE-_T—TF+_A=+—BLtF
B AEBERAEE -LEYE=FEEF
8,000,000 T EE M B E &G AR X
15EF B -BAREENRFNEE-

WZZEZTAE+_-_AF=Z+—8"
15,000,000/ 7T 2 X IB A EE R = E A
MELIEH B -BERBEOR = —TF—
AZ+=ZRHEZ-
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—BE+-A=t-BLEE

During the year ended 31 December 2007, pursuant to the
acquisition of the entire issued share capital of Green Global

Salix China Limited, the Company issued zero-coupon convertible
loan notes as partial settlement of the acquisition consideration.

The convertible loan notes have an aggregate principal amount of
HK$120,000,000 and are denominated in HK$. The notes entitle the
holders to convert them into ordinary shares of the Company at any
time between the date of issue of the notes and their settlement date
on 1 October 2010 in multiples of HK$1,000,000 at a conversion
price of HK$0.567 (subject to adjustments) per convertible loan
notes.

Pursuant to the terms of the convertible loan notes, the conversion
price per share and the number of conversion shares after a right
issue in 2008 was 173,152,174 exercisable at HK$0.46 per
convertible loan notes.

The shares to be issued and allotted upon conversions shall rank pari
passu in all respects among themselves and with all other ordinary
shares in issue by the Company on the date of such allotment and
issue.

The convertible loan notes contain two components, liability and
equity elements. The equity element is presented in equity heading
(“convertible bonds reserve”). The effective interest rate of the liability
component is 9.75%.

On 9 March 2009, the Company completed a share consolidation

to consolidate every 10 shares of HK$0.10 each in the issued and
authorised share capital of the Company into 1 share of HK$1.00
each, exercise upon which the conversion price of the outstanding
convertible loan notes in issue was adjusted under the relevant terms
of the instrument from HK$0.46 to HK$4.60.

During the year ended 31 December 2010, the 2007 Convertible
Loan Notes has been redeemed on the maturity date by the Company
during the year. The equity component of the 2007 Convertible Loan
Notes was credited to the accumulated losses upon the redemption.
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On 14 September 2010, the Company issued convertible loan
notes (the “2010 Convertible Loan Notes A”) which were due

on 14 September 2013 with an aggregate principal amount of
US$30,000,000. The convertible loan notes can convert up to an
aggregate of 136,764,706 ordinary shares of HK$0.01 each. The
notes were denominated in USD and entitle the holders to convert
them into ordinary shares of the Company at any time from (and
including) the date which is three months after the issue date up to
ten business days prior to the maturity date. The effective interest
rate of the liability component is 26.51% per annum. None of the
2010 Convertible Loan Notes A was converted into ordinary shares of
the Company during the year.

On 12 November 2010, the Company issued convertible loan notes
(the “2010 Convertible Loan Notes B” and “2010 Convertible Loan
Notes C”) which both were due on 12 November 2013 with an
aggregate principal amount of US$10,000,000 and US$3,000,000
respectively. The convertible loan notes can convert up to an
aggregate of 45,588,235 and 13,676,471 ordinary shares of
HK$0.01 each respectively. The notes were denominated in USD
and entitle the holders to convert them into ordinary shares of the
Company at any time from (and including) the date which is three
months after the issue date up to ten business days prior to the
maturity date. None of the 2010 Convertible Loan Notes B and C was
converted into ordinary shares of the Company during the year.

As security of the 2010 Convertible Loan Notes A, 100% of the equity
interest of Green Paradise Enterprises Limited (“Green Paradise”) with
net asset value of HK$1,084,883,000 as at 31 December 2010 and
514,932,886 convertible preference shares held by Mountain Sky
Resources (Mongolia) Limited (“Mountain Sky”) were charged to the
holder of 2010 Convertible Loan Notes A.

As security of the 2010 Convertible Loan Notes B, 158,163,265
convertible preference shares held by Mountain Sky were charged to
the holder of 2010 Convertible Loan Notes B.

As security of the 2010 Convertible Loan Notes C, 47,448,979
convertible preference shares held by Mountain Sky were charged to
the holder of 2010 Convertible Loan Notes C.

The conversion price of 2010 Convertible Loan Notes B and C will be
adjusted to the average closing price of one share during the month in
which the financial year-end day of the Company falls in any calendar
year plus a premium of 15% thereof is lower than the conversion price
in force.
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28. CONVERTIBLE LOAN NOTES (continued)

The 2007 Convertible Loan Notes and 2010 Convertible Loan Notes
A are bifurcated into a liability component and an equity component.
Both of them contain liability component and equity component. The
equity component is presented in equity heading “Convertible bonds

reserve”.

2010 Convertible Loan Notes B and C contain a derivative component

in addition to the liability component and the derivative component of
the convertible loan notes was classified as financial liabilities at fair
value through profit or loss on initial recognition. The movement of
the liability, equity and derivative components of the convertible loan
notes is set out below:

TREEHRE
HK$'000

28.  WAIHBEEAKEEIE ()
“EELETARERRARAA-F T
FRAARE RS Eﬁ@&%m% .
MEHBEHRE EHD RERDS - #2

D NERT 2575 Fﬂ?ﬁ&ﬁﬁ%%ﬁ%ﬁj

BaEs

DN BRCE

BEREBEESE milﬁ%
ZRITETARD DEARIZER

7N

FERES

—ZFEARAR
TT&'HXETJ\

)\EEZEJH’%E1E°EH§H§

ENEBEAE ERARTETANS &
HEINWT

2007
Convertible
Loan Notes

ZRERLE

2010
Convertible
Loan Notes A
AEZE-2F
TRREREE
HK$'000
THAT

AR

2010
Convertible
Loan Notes B
BE-2-%F
TRREREE
HK$'000

2010

Convertible

Loan Notes C

CE=2-%F
TRREHE

HK$'000
Ti#n

Total

it
HK$'000
THT

Liahilities components T
At 1 January 2009 WZEENE-A-H 67,683 = = = 67,683
Reduction to set off the profit guarantee REHEBEAZRTIREEL 2 B8R (M)

by holders (Note) (48,163) - - - (48,163)
Effective interest expenses ERFEX N 3,562 - - - 3,562
At 31 December 2009 RZZENFF_A=+-H 23,082 - - - 23,082
Issue of convertible loan notes during the year FRETTRRERE - 202,810 68,509 20,553 291,872
Transaction cost attributable to issue of BTARERE R XAKA

convertible loan notes - (10,142) (3,103 (912) (14,157)
Effective interest expenses (Note 9) ERMB X (A7i29) 1,668 15,242 2303 690 19,903
Redemption during the year FRER (24,750) - - - (24,750)
At 31 December 2010 RZF-ZF+-A=1-A - 207,910 67,709 20,331 295,950

2007
Convertible
Loan Notes

—BRLE

TBREERE
HK$'000
AT

2010

Convertible

Loan Notes A

A= —FF
ARBRERR

HK$'000

FHET

Total

it
HK$'000
FHT

Equity components R
At 1 January 2009 RZETNF—HA—H 19,398 - 19,398
Reduction on convertible loan notes to  FH& 5 57 57 i FIR 28 FRHR

set off the profit guarantee payment BRBRERE (13,370) - (13,370)
At 31 December 2009 —ETAF+ZR=+—H 6,028 - 6,028
Issue of convertible loan notes FRBTTRREREE

during the year - 31,190 31,190
Transaction cost attributable to BITARREREEZ

issue of convertible loan notes ?&%ﬁzﬁ - (1,559) (1,559)
Derecognition of equity component of ~ EUSHIER A BB ERZ K~

convertible loan notes B D (6,028) - (6,028)
At 31 December 2010 RZZ—ZF+=A=+—H 2 29,631 29,631
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28. CONVERTIBLE LOAN NOTES (continued) 28.

Convertible

Loan Notes B

BE—ZE—%%

TBREERE
HK$'000

TTEIARS

RZZZNEF—AR—H"
ZETAFFTZA=T—HK
—T-TF—-A—H

FRBEITUTRRESEE

Derivative components
At 1 January 2009,
31 December 2009 and
1 January 2010
Issue of convertible loan notes

L3 s e e J0 )

2010
Convertible

2010

Loan Notes C
CE=-Z-%F§
ARBRERR

HK$’000

TET FAET

during the year 9,491 2,847 12,338
Change in fair value REEEE 1,801 1,031 2,832
At 31 December 2010 RZE—ZTF+-A=+—H 11,292 3,878 15,170

The total transaction cost of the issuance of 2010 Convertible
Loan Notes A, B and C is approximately HK$16,770,000 and the
portion attributable to the derivative components of approximately
HK$1,054,000 was charged to the consolidated income statement
directly.

Note:  The convertible loan notes holders were obligated to set off the profit
guarantee payment by a reduction of the principal amount of the
convertible loan notes amounting to approximately HK$54,900,000

and the reduction was carried out on 4 May 2009. Details of the profit
guarantee payments are disclosed in the announcements of the Company

dated 8 April and 5 May 2009 respectively.

The fair value of the derivative component was estimated at the
date of issuance and the end of each reporting period respectively
using the option pricing model. The change in fair value of the
derivative component is recognised in the consolidated statement of
comprehensive income.

BEITA-BRCE-ZT —SF A RRERZE
2R S KABEEL) /16,770,000 7T+ M
PTET A EAL 285 #)/71,054,000
BT BEBENRE KSR -

Wit FIHRREREEREABEREE S
FIRBARMHER TR ERE B RS E
#754,900,000/5 7T B E R =TT N,
FRAMBEL - XHEFMRERFE
HRARAHMD B A_STTNFNA
NBEERAARBZAE.

PTAETAESD 2 A FEDRRETAHRE
EWMERRN BB REEBERY G074

TABD 2 A FHEEZSNEA 2ERER
TR
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CONVERTIBLE LOAN NOTES (continued)

The derivative component of 2010 Convertible Loan Notes B and C
was revalued at 31 December 2010 and at the date of issuance (11
November 2010) based on the valuation performed by Greater China,
an independent valuer, using the option pricing model. The significant
inputs to the models were as follows:

Spot price BEE

Risk free rate 47 [, g2 )
Expected option period TE B HA R HA TR
Expected volatility T8 HR IR

CE 3 4 &3 I )
BRCHE—T—THE AR ERE R 7T
TERIR_ZT—ZTF+_A=+—HEK
BEARM-T—TFE+—A+—BREE
S fih A 2 TAE I PR T (E AR 15
CIEEE MR Y EABABNT :

12 November

31 December

2010 2010
—2-2F —T-FTF
+=A=+—8 +—H+=H
1.70 1.70

1.15% 0.7941%

2.87 3.00

45.22% 46.87%

As one of the undertakings under the relevant subscription
agreements (the “Subscription Agreements”) in respect of the issue
of the 2010 Convertible Loan Notes, so long as the subscribers holds
any outstanding amount of the Convertible Loan notes and prior to 31
December 2014, Mr. King Jun Chih Joseph (“Mr. King’) and Mr. Chan
Kwan Hung (“Mr. Chan”) shall remain as executive directors of the
Company.

Both Mr. King and Mr. Chan have resigned from the directorship of the
Company with effect from 27 January 2011 (the “Resignation”) and
caused a breach of covenants of the 2010 Convertible Loan Notes.
Please refer to Note 43 for further details of the beach of covenants.
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29. SHARE CAPITAL

—FF+-A=t+—HLFE

Number of shares

ROBE

Authorised: EE
At 1 January 2009, HK$ 0.10 each “TTNF-A—8"
H&Efﬁo.lo%m 8,000,000,000 800,000
Consolidation of ten shares of HK$ 0.10 each into & #f+ & &R E(20.10/8 T 2 B n
one share of HK$1.00 each (Note a) A—REEL.005 T Z B H
(Htita) (7,200,000,000) -
Subdivision of share of HK$1.00 each into hundred #F#41& B EE1.0078 7T 2 I &
shares of HK$0.01 each (Note a) —BREREEIETY
&ty (Hizta) 79,200,000,000 =
Redesignated as convertible preference shares B 5T AAIERE LR (Hitb)
(Note b) (2,547,300,000) (25,473)
At 31 December 2009 and 2010, HK$0.01 each AR _ZTAFR-_T—ZTF+ -4
=+—H §KREEC.0LET 77,452,700,000 774,527
Issued and fully paid: ERTRAR
At 1 January 2009, HK$0.10 each —ETNF-A—8"
Hxﬁ@o.loﬂén 2,534,845,144 253,485
Consolidation of ten shares of HK$0.10 each into & 6 T A &I B E0.107 7T 2 I 1%
one share of HK$1.00 each (Note a) A—REEL.00E T Z R %D
(Htita) (2,281,360,725) -
Reduction of nominal value of the share capital of &Il i 7N T B & 3%0.9975 7t (#itc)
HK$0.99 each (Note c) - (250,950)
Issue of shares upon: AT EBEITRG
Exercise of share options (Note 33) TR R (H17233) 15,042,906 150
Acquisition of a subsidiary (Note d) WeE—FHME AR (fatd) 63,000,000 630
At 31 December 2009 and 1 January 2010, RZBZNF+ZA=+—HEK
HK$0.01 each —T-T5—-fF—8"
BREE0.01E T 331,527,325 3,315
Issue of shares upon: BT EBHETRN -
Placement of shares (Note e) FeEkin (Hete) 232,140,000 2,321
Acquisition of non-controlling interests of Wi — KB A R 2 FEE AR A &5
a subsidiary (Note f) (HfEr) 50,690,000 507
Conversion of convertible preference shares Hpn R E LR (fitg)
(Note g) 163,170,000 1,632
Conversion of convertible preference shares B ERE LR (Aih)
(Note h) 45,454,545 455
Conversion of convertible preference shares BN EIRE LR (Aiti)
(Note i) 28,409,090 284
At 31 December 2010, HK$0.01 each R-ZE-—TE+-A=1+—8"
FREE0.0LE T 851,390,960 8,514
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Notes:

Pursuant to a special resolution passed by the Company’s shareholders
at a special general meeting held on 6 March 2009, every ten shares of
HK$0.10 each in the issued and authorised share capital of the Company
was consolidated into 1 share of HK$1.00 (the “Consolidated Shares”)
(the “Share Consolidation”). Every Consolidated Share of HK$1.00 each
in the authorised share capital of the Company was then subdivided into
hundred shares of HK$0.01 each (the “Share Subdivision”). Both the
Share Consolidation and Share Subdivision became effective on 9 March
2009.

Pursuant to an ordinary resolution passed by the Company’s shareholders
at a special general meeting held on 10 November 2009, the creation of
2,547,000,000 convertible preference shares of HK$0.01 each of the
Company was approved and the authorised share capital of the Company
was re-designated into 77,452,700,000 ordinary shares of HK$0.01
each and 2,547,300,000 convertible preference shares of HK$0.01
each.

Pursuant to a special resolution passed by the Company’s shareholders
at a special general meeting held on 6 March 2009, the nominal value of
every Consolidated Share of HK$1.00 each in the issued share capital

of the Company was reduced to HK$0.01 each through a cancellation of
the paid-up capital to the extent of HK$0.99 (the “Share Reduction”). The
Share Reduction became effective on 9 March 2009.

On 16 December 2009, the Group acquired the entire equity interest
of NAR for an aggregate consideration of HK$3,885,560,000, of
which, 63,000,000 new ordinary shares of the Company with par value
of HK$0.01 each were issued as part of the consideration for the
acquisition. The fair value of the 63,000,000 new ordinary shares of
the Company, determined using the closing market price of HK$2.38
per share at the date of acquisition and the date of exchange control,
amounted to HK$149,940,000.

On 11 February, 2010 the Company has completed the private placement
of an aggregate of 232,140,000 ordinary shares at HK$1.68 per

share (the “Placing Shares”). The gross proceeds raised amounted to
approximately HK$389,995,000 (issue expenses of HK$13,045,000
incurred).
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On 19 February 2010, the Group entered into an acquisition agreement to
acquire 9.999% equity interest of GPL for an aggregate consideration of
HK$192,600,000, of which, 50,690,000 ordinary shares of the Company
with par value of HK$0.01 each were issued as the consideration for the
acquisition. The fair value of 50,690,000 ordinary shares of the Company
as at 26 April 2010, the completion date of acquisition, determined using
the published price available of the date of acquisition, amounted to
approximately HK$87,694,000.

On 24 May 2010, a convertible preference shares holder converted
143,589,600 convertible preference shares into 163,170,000 ordinary
shares of HK$0.01 each of the Company.

On 22 September 2010, a convertible preference shares holder converted
40,000,000 convertible preference shares into 45,454,545 ordinary
shares of HK$0.01 each of the Company.

On 25 November 2010, a convertible preference shares holder converted
25,000,000 convertible preference shares into 28,409,090 ordinary
shares of HK$0.01 each of the Company.

All the ordinary shares issued during the two years ended 31 December
2010 rank pari passu with the then existing ordinary shares in all
respects.

R-ZT—ZE_A+NA AEEF]

7 LT 155 5 DA LU HE GPLZ2. 9.999% % 7R
25 - K (8 5192,600,0007 7T £
7150,690,0004% & i I {E0.01# 7T .2
AARIEBRERITIEAKEBRE:
50,690,000k A A RIE BN —T—F
FHUA=+"A (AZERBBEER) 2R
B4 587,694,000 7T » JHAR Uk 38
®HZ RS A ESET -

N-TE—TFRA_F+WMA —ZaE
B R A A 1#5143,589,6000% AT 82
18 50 IR 3 #25163,170,0000% & A%
{B0.01/ 7T 2 AR 7] EiBAR o

REZZE—ZEFNA-+-H —HrEh
B JE i35 A #540,000,0000% 7] 8 28
S % 3% 545,454, 54508 5 IR I E0.01
BT 2 AN B @A o

R-E—ZTF+—A=+HAB —4&7
S8 SRR 15 A A 25,000,0000% A 82
B SR 5 428,409,090 & I E B
0.018 T2 AR FIE B -

FEREZE=-Z—ZF+=-A=+—H
IEMEFEREITZERR E8HE
HERRATEREAERER -
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CONVERTIBLE PREFERENCE SHARES

Convertible preference shares, authorised, issued and fully paid:

At 1 January 2009
Issue of convertible preference shares upon

R=ZZAF—H—H
Y is— AT B A R R S R0.01E T

T AR S B

AEREER AT BERITREE:

Number of shares Amount

BHEE HfE

HK$'000
FHI

acquisition of a subsidiary, HK$0.01 each ZERBITAERELR 2,547,300,000 25,473
At 31 December 2009 RZEZNF+=_A=1+—8 2,547,300,000 25,473
Conversion during the year (Note 29) FREIE(f17729) (208,589,600) (2,086)
At 31 December 2010 RZZ-ZF+-_A=+—H 2,338,710,400 23,387

On 16 December 2009, the Company issued 2,547,300,000
convertible preference shares of par value of HK$0.01 in respect of
the acquisition of NAR.

The valuation of the convertible preference shares was carried out

by Greater China, an independent qualified professional valuer not
connected to the Group. The inputs for the calculation of the fair value
were a discount on lack of voting right of 2.97%, a liquidity discount
of 12.47% on convertible preference shares immediately convertible
and liquidity discounts of 34.66%, 44.85%, 43.74%, 45.13%, 45.72%,
46.42% and 47.02% for each of the coming seven years assuming
that the convertible preference shares were sold in the market in
seven years. The variables and assumptions used in computing the
fair value of the convertible preference shares are based on the
directors’ best estimate.
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The fair value of the convertible preference shares as at 16 December

2009 (acquisition date of NAR) amounted to approximately to
HK$3,325,895,000, HK$1.305 per share. The amount in excess of
the par value of the convertible preference shares is credited to the

share premium in the equity of the Company.

Each of the above convertible preference shares can be converted

into one ordinary share. The major terms of the above-mentioned

preference shares are set out below:

(i)

(i)

(iii)

(iv)

The convertible preference share holders has the right,
exercisable at any time perpetual as from the date of issue, to
convert the preference shares into fully paid ordinary shares,
provided that (1) any conversion of the convertible preference
shares does not trigger a mandatory offer obligation under
rule 26 of the Hong Kong Code on Takeovers and Mergers

on the part of the convertible preference shares holders and
their concert parties who exercise the conversion rights;

(2) the number of conversion shares to be allotted and
issued upon the exercise of the conversion rights attaching
to the convertible preference shares represents not more
than 29.99% of the then issued ordinary share capital of

the Company on a fully diluted basis; (3) the number of the
conversion shares to be allotted and issued to any holder

of the convertible preference shares will not result in the
aggregate holding by such holder of convertible preference
shares to exceed 19.99% of the then issued share capital of
the Company on a fully diluted basis; and (4) the public float
of the shares shall not be less than 25%.

The convertible preference shares are transferable other
than to connected persons, as defined under the Listing
Rules, of the Company and do not carry the right to vote. The
convertible preference shares holders shall not be entitled to
any dividend.

The convertible preference shares shall rank pari passu with
any and all current and future preferred equity securities of

the Company.

The convertible preference shares are non-redeemable.

Based on their terms and conditions, the convertible preference

shares have been classified as equity instrument in the consolidated

statement of financial position.

On 11 February 2010, the conversion price of the convertible

preference shares was adjusted from HK$0.5 per share to HK$0.44

per share as a result of the issue of the Placing Shares. The details of

the adjustment are set out in the Company’s announcement dated on
20 May 2010.
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PROMISSORY NOTES

The movement of the promissory notes for the year is set out below:

%%@%

2010 2009
—g-%f

—ZTNF
HK$’000 HK$’000
FET FHET

Carrying amount at 1 January R—A—BZEHEE 394,261 =
Issue of promissory notes BT ER - 393,231
Repayment during the year FREE (356,000)

Effective interest expenses (Note 9) BB H (A:79) 12,032 1,418
Interest accrued FEETF S - (388)
Waiver of promissory note during the year FRRRELER (50,293) =
Carrying amount at 31 December R+ A=+—HBZKEE - 394,261

On 16 December 2009, the Company issued unsecured promissory
notes with principal value of HK$442,270,000 upon the completion of
the acquisitions of NAR (Note 34).

The promissory notes bear interests at 2% per annum payable in
arrear annually. The promissory notes were repayable in one lump
sum on 15 December 2011. The Company was entitled to give
notices to the holders of its intention to early redeem any part of
the outstanding principal amount under the promissory notes prior
to its maturity. The carrying value of the promissory notes as at 31
December 2009 amounted to approximately HK$394,261,000.

The promissory notes are measured at amortised cost, using the
effective interest rates at 8.25% (2009: 8.25%). The directors

of the Company determined that no value has been assigned for
the redemption options of the Company as it is considered to be
insignificant in value.

Pursuant to a letter of waiver dated 10 May 2010 issued by the
promissory notes holders who are the substantial shareholders of the
Company and agreed by the Company, upon the receipt of the partial
redemption payment in aggregate of HK$276,000,000 in May 2010
and further redemption payment of HK$80,000,000 in July 2010

to the promissory notes holders by the Company, the promissory
notes holders agreed to waive the remaining promissory notes of

the principal value of HK$86,270,000. The waiver is regarded as a
transaction with equity participants of the Company, the difference
between the carrying value of the original promissory notes and the
new promissory notes of approximately HK$50,293,000 was credited
to contributed surplus.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZR & RiRARAFE

RZTBZAF+_A+8  RAFRIKE
b5 &R TT K B 31T AN & §E442,270,000
BT EIAH EIE (Hi#34) -

EHERIEFB2EE  BFEFKRIT-
AAEBRARN - E——F+-_A+HEA—
FREB-ARAAEMNALZRRAA
BB RE BRI IR P BRI
HRERZAMREERST - AHLEERR
—ETANFF+ A=+ —HIZERENA
394,261,000/ T °

S ERIA BRI R8.25% (ZETN4F
8.25% ) IR SN ANGT & - N QB EF R/
BEAKBURE NI AA BE R T T E
He

BEHEALZBEZBEA (MARAREE
BRFE)FELREAABIREAHA =2
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BEAREBERZZ—ZFHARIMA QB
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32. DEFERRED TAX LIABILITY 32.

The following is the deferred tax liability recognised and movements
thereon during the current and prior years:

A SE B IH AR
AR RIBEFEERAZBIEBAR &
RIAEEHNT

Collection
and
cultivation Accelerated
rights depreciation Mining right Total
W EER
e T PRI st
HK$'000 HK$'000 HK$'000 HK$'000
THRT T BT T
At 1 January 2009 —TENF—A—H 3,627 = 3,627
Credit to profit or loss aJrMa/\ (98) (489) = (587)
Acquired from acquisition of WiE—FEMBRRME
a subsidiary - - 151,433 151,433
Reclassified as disposal groups EFPBABELEY
held for sale HEEE (3,529) 489 = (3,040)
At 31 December 2009 RZZETNEF
+=A=+—~H - - 151,433 151,433
Credit to profit or loss FTABZ - - (28,750) (28,750)
At 31 December 2010 RZZ-—ZF
+ZA=+—H - - 122,683 122,683

At the end of the reporting period, the Group has unused tax

losses of approximately HK$21,777,000 (2009: HK$21,756,000)
available for offset against future profits. No deferred tax asset has
been recognised in respect of the remaining tax losses due to the
unpredictability of future profit streams. The tax losses may be carried
forward indefinitely.

At the end of the reporting period, the Group has deductible
temporary differences of approximately HK$63,815,000 (2009:
HK$87,969,000). No deferred tax assets have been recognised in
relation to such deductible temporary difference as it is not probable
that taxable profit will be available against which the deductible
temporary difference can be utilised.

Under the New Enterprises Income Tax Law of PRC, withholding tax is
imposed on dividends in respect of profits earned by PRC subsidiaries
from 1 January 2008 onwards (the “Post-2008 Earnings”). As at 31
December 2009 and 2010, deferred taxation has not been provided
for in the consolidation financial statements in respect of temporary
difference attributable to the “Post-2008 Earnings” as the Group is
able to control the timing of the reversal of the temporary differences
and it is probable that the temporary differences will not reverse

in the foreseeable future. As at 31 December 2010, the Group

has Post-2008 Earnings of approximately HK$4,070,000 (2009:
HK$2,065,000).

RBERAR AEEBRGHAHIES
B 4921,777,0008 L (Z T T hF:
21,756,000/ 7T ) + A] FA{ES S AR 2R F] o
FR A R RE T TE AR B s FI SRR A L 3 4 1
REKRPMEEBBAELEREELEE -FHIEE
BRI ER -

RIBEBRAR AEEBETNRY R E
%1 4963,815,0008 T (Z T T hLF :
87,969,000/ 7T.) ° FR KA I % & &R ¢ s 7
FREESE R B A 2 Al R S 258 - B it
7 48 5k A5 B O] R B B A R R SR AR (R AT
RIBEE-

BEPEFEEMGRE BZTT)\F
—A— B B EKE AR AT RIS
MZTTENFREF]) 2 REBHMNTE
MR -R_TTNFR-_T—TF+_A
=t+—8 REBIAR TS N\FELEA
] ER 2 R ERE E’\,qé.\ﬁﬂ%iﬁi%’ﬁﬁ
EEFRBERE RESAREBEEEHED
E;%H%%%EZB%F&'Hﬁﬁaﬁaﬂaﬁ%iaﬁ‘m
R RBRER - R —TF+=A
=t+—H AEEE_TZTN\FERABFEL
4,070,000/ 7T ( = Z T J1.4F : 2,065,000
AIT) ©
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The Company’s current share option scheme (the “Scheme”) was
adopted by the shareholders on 30 May 2002 for the primary
purpose of providing incentives to directors, employees and persons
providing services to the Group. It will expire on 29 May 2012. Under
the Scheme, the board may grant options to eligible employees,
including directors of the Company and its subsidiaries and business
associates to subscribe for shares in the Company.

At the end of the reporting period, the number of shares options
remained outstanding under the Scheme was 32,387,029 (2009:
24,241,535), representing 3.80% (2009: 7.31%) of the shares of
the Company in issue. The total number of shares in respect of
which options may be granted under the Scheme is not permitted to
exceed 10% of the shares of the Company in issue at any point in
time, without prior approval from the Company’s shareholders. The
number of shares issued and to be issued in respect of which options
granted and may be granted to any individual in any one year is not
permitted to exceed 1% of the shares of the Company in issue at any
point in time, without prior approval from the Company’s shareholders.
Options granted to substantial shareholders and independent non-
executive directors in excess of 0.1% of the Company’s share capital
or with a value in excess of HK$5,000,000 must be approved in
advance by the Company’s shareholders.

HK$1 is payable upon the acceptance of each grant. Options may be
exercised at any time from the date of grant of the share option during
the option period ending on 29 May 2012. The exercise price is
determined by the directors of the Company, and will not be less than
the higher of (i) the closing price of the Company’s shares on the offer
date of the options; (ii) the average closing price of the shares for the
five business days immediately preceding the offer date; and (iii) the
nominal value of the Company’s shares.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZR & RIRRAR A A
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33.  SHARE-BASED PAYMENT TRANSACTIONS 33.

(continued)

Adjusted
Exercise exercise Fair value
Date of grant Exercise period price price at grant date
REE RHEHBA#MZ
®ZHBH THEE THEE AFE
HK$ HK$ HK$
T B TT 7T
(Note 2) (Note 3)
(Ki7t2) (H1:£3)
21 January 2000 From date of grant to 20 January 2010 2.498 24.98 (Note 1)
—EEEF-A=-+—H @BERLEBEHE-_T-TF-—A=1H (Htita)
16 April 2007 From date of grant to 29 May 2012 0.355 3.55 0.12500
T EFNA+H HELARE-_Z——FRA=-1+NA8
9 July 2007 From date of grant to 29 May 2012 0.651 6.51 0.20200
—EE+F+ANH HELARE-_Z——FRA=-1+N1A8
20 November 2007 From date of grant to 29 May 2012 0.375 3.75 0.21700
—EEAF+—-AZ+HE HAREBHE-ZT-——_FREA=-TANHE
13 March 2008 From date of grant to 29 May 2012 0.240 2.40 0.05060
—EEN\F=A+=H ARHBABE-_T——FRAA=-TNH
15 August 2008 From date of grant to 29 May 2012 0.100 1.00 0.02474
—EENFNRTEH AREERE_T——FRAA=-+NAH
8 October 2008 From date of grant to 29 May 2012 0.100 1.00 0.01637
—ZEENFTANH AREERE_T——FRAA=-+NAH
22 December 2009 From date of grant to 29 May 2012 2.340 2.34 0.65060
“ETNFT AT ZH BREBEHME-_Z-——-FRA-TNH
18 October 2010 From date of grant to 29 May 2012 1.490 1.49 0.42630
—E2-ZF+A+/\H mEHASHE-_ZE——FRA=-+ANE
18 October 2010 From date of grant to 29 May 2012 1.490 1.49 0.36360

—E-FETATAR

AR ESRE - E——FRA-tHH

RBR O L BHRR - T EITRRER R D
HEsE -

In accordance with the terms of the share-based arrangement, options
issued vest at the date of grant.

Note 1: The fair value of the options granted under the previous scheme has not HiaE1 - ERRIEBAEE R ERE S 1TE
been estimated as the directors believe that the likelihood of the exercise BRRARBIRMETTE  EEMHE
of the right is remote in view of the high value of the exercise price of such TR AR M 2 AT BRI K - B N A A
options relative to the current market price of the Company’s shares. BEHAF(E
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E o~
33. SHARE-BASED PAYMENT TRANSACTIONS 33, RAMTIRAE 5 ()
(continued)
The fair value of each of the share options granted by the Group AEEREE-_ZE—ZFR_TTNF
during the year ended 31 December 2010 and 2009 have been TZRA=+—HIEFESFEL 2 BRE
arrived at on the basis of valuations carried out on the grant date by AFEDEREZEETERZ L A BET
Greater China. The fair values were calculated using Binomial Option ZIEEmEE - R FETIERA R HE
Pricing Model. The inputs into the model were as follows: EEBRAGE - ER 2 ABIT
Share options grant on
BRERLAN
18 18 2 8 15 20 16
October October December October August November April
2010 2010 2009 2008 2008 2007 2007
—B-%% —2-8% “ERhE i S Y1V =t £ 183 ZB2tE k4 23
+A+AR +AtAE  t=A=t=AH +ANR NBtER +-A=t8 mA+A
Weighted average share price HK$1.310 HK$1.310 HK$2.340 HK$0.072 HK$0.097 HK$0.219 HK$0.360 HK$0.350 HK$0.360
METHRE L3107 131087 23407 70 007257 0.097% 7 0219770 0.36075 70 0350/ 70 0360770
Exercise price (Note 3) HKS1.490 HKS1.490 HK$2.340 HKS1.000 HKS1.000 HK$2.400 HKS3.750 HKS6.510 HK$3.550
i@ (HH23) 1490 L490BTT 23407 100070 10007 24007 3.750%7C 6.510% 7T 35507
Expected volatity 58.05% 58.05% 6367% 68.95% 65.8%% 66.70% 113.5%% 54.3% 53.87%
REHE 58.05% 58.05% 63.67% 68.95% 65.82% 66.70% 113.5%% 54.3% 53.87%
Expected option period 1.61 years 1.61 years 2.44 years 3.6 years 3.8 years 4.5 years 2.26 years 2.4 years 2.6 years
EHBEER 1615 1615 2445 36F 38F 45% 226% 245 26F
Divdend yield 0% 0% 0% 0% 0% 0% 0% 0% %
Bex 0% 0% 0% 0% 0% 0% 0% 0% 0%
Riskiree interest rate 0430% 0.457% 0.771% 1782% 2770% 1.765% 2491% a417% 4015%
aRRTIZ 0430% 0.457% 0.771% 1.782% 2770% 1.765% 2491% 4417% 4015%
Option type Call Call Call Call Call Call Call Call Call
BiEER R REHE RiEE R REHE RiEEE R REHE RiEE
The variables and assumptions used in computing the fair value of FTEEREATFTEMEAESRBRIE
the share options are based on the directors’ best estimate. The REEREGHESL BRECEBEES
value of an option varies with different variables of certain subjective FEBBRZ2TREHNRE -
assumptions.
The Group recognised the total expense of HK$3,460,000 for the year AEBREZE-_Z—ZTF+A=+—
ended 31 December 2010 (2009: HK$5,530,000) in relation to the HIEFERARAIAKEBRERRE
share options granted by the Company. Fl#8%3,460,0008 T (Z T T N F:

5,530,000/ 7T ) °
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33.  SHARE-BASED PAYMENT TRANSACTIONS 33. BRI EE S ()
(continued)
Movements of the Company’s share options held by directors, FR EE - BEEREBBHAFEAARRE
employees and business associates during the year are: B#E 2 EBEAT ¢

Number of share options

BERERE

Exercise

Outstanding Outstanding Outstanding price per
at Granted Lapsed Exercised at Granted Lapsed Exercised at share

1 January during  Adjustment during during 31 December during during during 31 December (Notes 2

Date of Grant 2009 the year (Note 3) the year the year 2009 the year the year the year 2010 and 3)
R= R-T-%%
RZBELE += +=8
~A-8 4 - =t-8
R ) f R

Directors
j £
Mr. Tse Michael Nam 9 July 2007 1,009,645 - (908,681) - - 100,964 - - - 100,964 6.510
Bl ZERLELANR
13 March 2008 9,021,930 - (8119,737) - - 902,193 - - - 902,193 2.400
ZTI\FZFT=R
15 August 2008 15,316,425 - (13,784,783) - (1,531,642 - - - - - 1.000
“EF\EN\ATER
22 December 2009 - 1,000,000 - - - 1,000,000 - - - 1,000,000 2.340
“ERAET-ACTA
Mr. Lim Yew Kong, John 16 April 2007 608,220 - (547,398) - - 60,822 - - - 60,822 3.550
Lim Yew Kong, JohnZE 4 —ERLEMEHAR
15 August 2008 1,925,780 - (1,733,202 - (192,578) - - - - - 1.000
ZEIN\FNATER
8 October 2008 6,466,000 - (5,819,400) - (646,600) - - - - - 1.000
ZRIN\FTANR
22 December 2009 - 1,500,000 - - - 1,500,000 - - - 1,500,000 2.340
ZETAEFZACTIR
18 October 2010 - - - - - - 1,000,000 - - 1,000,000 1.490
—3-35tA1/R
Mr. Mak Ping Leung 18 October 2010 - - - - - - 1,000,000 - - 1,000,000 -
ERREE “2-2ETATIR
Mr. Albert Theodore Powers 13 March 2008 1,216,440 - (1,094,796) - (121,644) - - - - - 2.400
Albert Theodore Powersc . —TF/\E=A+=H
15 August 2008 1,317,560 - (1,185804) - (131,756) - - - - - 1.000
ZFIN\FNAATER
8 October 2008 7,466,000 - (6,719,400) - (746,600) - - - - - 1.000
ZEIN\FTANR
22 December 2009 - 1,500,000 - - - 1,500,000 - - - 1,500,000 2.340
ZERAEF-ACTCIR
Mr. Pang Seng Tuong 13 March 2008 1,216,440 - (1,094,796) - - 121,644 - - - 121,644 2.400
Pang Seng Tuongst —3T\E=F1+=R
15 August 2008 1,317,560 - (1,185804) - (131,756) - - - - - 1.000
“E2E\FN\ATEA
8 October 2008 6,466,000 - (5,819,400) - (646,600) - - - - - 1.000
“EE\F1TANR
22 December 2009 - 1,500,000 - - - 1,500,000 - - - 1,500,000 2.340

ZEEAFTZACTCR
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33. SHARE-BASED PAYMENT TRANSACTIONS 33. TR 5 ()

(continued)

Number of share options

BERERE

Exercise
Outstanding Outstanding Outstanding price per
at Granted Lapsed Exercised at Granted Lapsed Exercised at share
1 January during  Adjustment during during 31 December during during during 31 December (Notes 2
Grantee Date of Grant 2009 the year (Note 3) the year the year 2009 the year the year the year 2010 and 3)
it 2 23
RZBBAE 1= =8
-B-H HE = =t-H
R ( f f R

Directors (continued)
Ez(8)
Mr. Puongpun Sananikone 9 July 2007 608,220 - (547,398) - - 60,822 - - - 60,822 6.510
Puongpun Sananikone’E £ —3TtEtANA
13 March 2008 9,123,300 - (8,210,970) - - 912,330 - - - 912,330 2.400
ZZI\EZRT=ZR
15 August 2008 15,616,480 - (14,054,832 - (1,561,648) - - - - - 1.000
“EE\ENATEA
22 December 2009 - 1,000,000 - - - 1,000,000 - - - 1,000,000 2.340
“ERAST-ACTCA
Mr. Leung Po Wing, 18 October 2010 - - - - - - 1,000,000 - - 1,000,000 1.490
Bowen Joseph —Z-ZE+ATNR
RAREE
Other employees
HfefEE
In aggregate 9 July 2007 3,294,525 - (2,965,073) - - 329,452 - (329,452) - - 6.510
£8 ZERLELANR
13 March 2008 1,773975 - (1,596,579) - - 177,396 - (177,396) - - 2.400
ZTI\EZRT=ZR
15 August 2008 6,967,800 - (6,091,022) (200,000 (662,983) 13,795 - (13,795) - - 1.000
“EE\ENATER
8 October 2008 1,320,550 - (1,188,495) - (132,000 55 - (55) - - 1.000
“EEN\FTANR
22 December 2009 - 2,000,000 - - - 2,000,000 - - - 2,000,000 2.340
“ERAST-ACTA
18 October 2010 - - - - - - 6,000,000 (200,000) - 5,800,000 1.490
“E-2EHATIR
Business associates
EBBH
In aggregate 21 January 2000 1,338,084 - (1,204,276) - - 133,808 - (133,808) - - 24.980
£8 ZZ3TE-Af-H
9 July 2007 70,959,000 - (63,863,100) - - 1,095,900 - - - 17,095,900 6.510
ZERLELANR
20 November 2007 8,186,494 - (7,367,845) - - 818,649 - - - 818,649 3.750
“ERtET-A-tA
13 March 2008 80,791,890 - (12,712,701) - (3365484) 4,713,705 - - - 4713705 2.400
ZZZ\FZRT=R
15 August 2008 51,715,200 - (46,543 585) - (5171,615) - - - - - 1.000
“EE\FN\ATEA
8 October 2008 3,000,000 - (2,700,000 - - 300,000 - - - 300,000 1.000
“EE\F1TANR
Total it 308,043,518 8,500,000 (277,059,077) (200,000) (15,042,906) 24,241,535 9,000,000 (854,506) - 32,387,029
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(O8]
(8}

SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Note 2: As a result of a rights issue on 8 August 2008, the exercise prices and
the numbers of shares issuable upon exercise in full of the outstanding
options have been adjusted.

Note 3: As a result of the Shares Consolidation on 9 March 2009, the exercise
prices and the numbers of shares issuable upon exercise in full of the
outstanding options have been adjusted.

Note 4: In respect of the share option exercised during the year ended 31
December 2009, the weighted average share price at the dates of
exercise HK$1.91 and the weighted average closing price of shares

immediately before the date(s) on which options were exercised is HK$2.

A3 A5F 3K 38 5 (o)

Ktz . AR —ZZENFNANBETHE 1T

M3 -

Hiat4a :

BB RARITEEREEE S TERA T
BITZBRME B EIERE-

AR —_ZZNF=ZANBETZBNE
B ITEEE BRI TR BB R R BT
A TRITZRIMBRE BIEAE-

BREE—ZTAF+_A=+—HLLF
BT EAEm S - M7 R B2 0
REFIRRE BLOUE T - i SRS AR
EATE R A 2 RO BT (E S
28T
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34.  ACQUISITION OF SUBSIDIARIES 34, Wi bR 3 )
On 16 December 2009, the Group acquired the entire equity interest RZZEZANF+=_A+ B &K
in NAR for a consideration of HK$3,885,560,000. NAR is engaged in KELLTERE2TIBRAERZ REAR
the exploration and development of iron and other mineral deposits 3,885,560,0007% T ° 3k 25 & JR i =5 B
and its 90% owned subsidiary Golden Pogada LLC (“Golden Pogada”) K BRI B 8 R I EL M R W) - H B 90% M 2
is engaged in mining operation (“NAR Group”). The NAR Group has 2 M{JEB 2 F)Golden Pogada LLC ([Golden
not commenced any production activity at the date of acquisition and Pogada | ) It EIRE L EEK ([t B R
planned to start the production in 2011. The acquisition has been S8 ]) B REBRUEE B H AR
accounted for using the purchase method. The amount of goodwill BEMAEEFEE TidlR=—F——F&
arising as a result of the acquisition was HK$2,653,767,000. E-WREBIRBEEAAR WHEEERE
$%4/52,653,767,0007 7T ©
The net assets acquired in the transaction, and the goodwill arising, RZBERSFEWEEEFERMELRS
are as follows: BTN
Acquiree’s
carrying
amount before Fair value
combination adjustments Fair value
L PN
REBtRTZ
BREE AFEFAE AFE
HK$’000 HK$’000 HK$’000
T T T
Plant and equipment R K 5 383 - 383
Mining right g 5,715 1,513,076 1,518,791
Trade and other receivables B 5 ME MW GRIA 223 - 223
Bank balances and cash RITHBRIAS 1,087 - 1,087
Trade and other payables B 5 REMENFIE (1,155) - (1,155)
Deferred tax liabilities RIEFHIEEE (125) (151,308) (151,433)
Net assets BEFHE 6,128 1,361,768 1,367,896
Non-controlling interests eI IR R A 73 (136,176) (136,103)
Goodwill mE 2,653,767
Total consideration BRE 3,885,560
Total consideration satisfied by: BRELTH A XE:
Cash B 12,800
Share issued (Note 29(d)) BATRRAD (H77#29(d)) 149,940
Convertible preference shares AJ eI ST AR (H74230)

(Note 30) 3,325,895
Promissory notes (Note 31) AR (MiE31) 393,231
Transaction costs directly W EEEERSKA

attributable to acquisition 3,694

3,885,560
Net cash outflow arising on WHEEEZRESRHFE:

acquisition:

Cash consideration paid BENBEERE (16,494)
Bank balances and cash acquired BUWEERITAEBRRS 1,087
(15,407)
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The fair values of the mining right acquired by the Group were
determined on the basis of the Income Approach — Relief from Royalty
Method using the discounted cash flow analysis. An independent
valuation was performed by Greater China to determine the fair
value of the mining right. The fair value calculation uses cash flow
projections, based on finance forecast approved by management
covering fifteen years during the useful life of the mining right, pre-
tax royalty rate of 16% was applied to the profit split and a discount
rate of 17.67%. The key assumptions for the fair value calculation
relate to the estimated mine reserves in the technical report and the
estimated prices of mineral resources by reference to the current
market condition.

NAR had no significant contribution to the Group’s turnover and
contributed approximately HK$1,290,000 loss to the Group’s loss
before taxation for the period between the date of acquisition and 31
December 2009.

If the acquisition had been completed on 1 January 2009, there
would have been no significant impact on the Group’s turnover and
contributed approximately HK$20,137,000 loss to the Group’s loss
for the year ended 31 December 2009. The pro forma information

is for illustrative purposes only and is not necessarily an indication
of revenue and results of the Group that actually would have been
achieved had the acquisition been completed on 1 January 2009, nor
is it intended to be a projection of future results.

The goodwill is attributable to the industry expertise as well as the
sustainable and profitable business model of the acquired business.

NEE AT EEE 2 A A TR A
—HFESE AR ERERESONE
EoRETERETHBEEZ AFEEDY
BYGE A TFEDNRERS RETEAIE
KEBABEZ MR E REK
BWHEZAEREH+RT YD ZFE
FE AR TR A E16% N BEIH R 17.67% °
SEAFEZ EEREERMTREE T E
AEDBHERSRBRENMABEEZREY
BRGTEREE-

REEARE—TTZAF+_A=+—
B It EREAEE EXBIEEKN
Rt U AAERE BRI ATEEERY
1,290,0007% 7T 2 518

WBEERZSTNF—A—HBRX &%
EreX¥BUEIINERATE WREE
—ETNF+ A=+ RALFEAEAE
B 2 E518 %5 2 4920,137,0005% 7T 2 E518 -
HEEREHRFARSE WK MU
ERZTETENF-—A—HEAZASEEE
B RESE T TIEIEABREEZTE
A o

BRI AR R AR T
%EHX?%%lj/ngiﬁ%*EK .
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35.

134

ACQUISITION OF ASSETS THROUGH 35.

ACQUISITION OF SUBSIDIARIES

On 25 April 2010, the Group acquired 100% equity interest in Boxall
Investment Limited (“Boxall Investment”) at a consideration of
RMB35,000,000 (equivalent to approximately HK$39,898,000) in
cash. Boxall Investment is principally engaged in investment holding
and its wholly owned subsidiary Dadizi Yuan LLC (“Dadizi Yuan”)
possessed a mining right and an exploration right for alluvial gold
(“Boxall Group”).

The Target Group has not commenced any production activity at the
date of acquisition.

Assets and liabilities of the Boxall Group recognised at the date of
acquisition

725 08 WAL P A JB > ] A L

R-ZET—ZHFNA-_+HH X&EH
I & Boxall Investment Limited ( [Boxall
Investment | ) Z100%/% AN # 25 - K &
A& AR¥35,000,0007T (HHERL
39,898,000/ L) ° Boxall Investment= 2
MEREZR H2EMBARSRH K
AR ([RaAHM]) HEY S FEE & EE
1 (TBoxallEE]) »

FUEE B - Boxall5E @ &) K F 1A E A £ E)E
i)j °

RKEBRER ZBoxalEBEERAE

HK$'000
THET

Plant and equipment = K 3% 16
Exploration and evaluation assets HHEEFEEE 6,682
Mining rights PRI 32,610
Other receivables H fth JE W K8 1,229
Bank balances and cash RITHEBRA S 372
Other payables H A FE T RIE (1,011)

39,898

HK$’000
THT

Consideration paid in cash BENESRE 39,898
Less: cash and cash equivalent acquired B ERERERESEED (372)
39,526
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On 19 February 2010, the Group entered into an acquisition
agreement to acquire 9.999% equity interest of GPL, a 90% owned
subsidiary of the Group before the acquisition, for an aggregate
consideration of HK$192,600,000, of which, 50,690,000 ordinary
shares of the Company with par value of HK$0.01 each were issued
as the consideration for the acquisition.

On 26 April 2010, the Group entered into a supplementary agreement
in regard to the acquisition mentioned above, pursuant to which the
Group acquired 100% equity interest in Green Paradise Enterprises
Ltd ("Green Paradise”), which in turn holds 9.999% equity interest of
GPL. The fair value of 50,690,000 ordinary shares of the Company
as at 26 April 2010, the completion date of acquisition, determined
using the published price available of the date of acquisition,
amounted to approximately HK$87,694,000.

Green Paradise is principally engaged in investment holding and

the only asset acquired by the Group in the acquisition represents
9.999% equity interest in GPL. The increase in the ownership
interests in GPL are dealt with in equity, with no impact on goodwill or
profit or loss.

As referred to Note 13, on 23 November 2009, the Company

entered into a sale and purchase agreement with Marigold, whereby
the Company has conditionally agreed to sell and Marigold has
conditionally agreed to buy the entire interests in Disposal Groups
including the amounts owing by the Disposal Groups to the Remaining
Group for a consideration of HK$180,000,000.

R-ZT—ZTF_A+hB KNEBFTZUK
BE 1752 A U BE GPL2 9.999% 4% 7N #E 25 (1R
L % Al GPL A3 2N 5 (B #E 75 Q0% AR A e 2 2 Fft
B AR #1{85192,600,0007% It ° &
#150,690,0000% & B FI € £0.017% 7T 2 A
AR EBRERITERERE -

R-ZB—TENA=+XB KEEg
MUEE FIHAT IR - R AEE
8% Green Paradise Enterprises Ltd ([ Green
Paradise ] ) 2 100%% A 1z ( E 3% B GPL
Z29.999%X N ) R =T —TF A
Z+XE (BlsEpiEE B ) - 50,690,000
BE AR R AR 2 A F{E 4 587,694,000
B DIRBWRE BT EE 2 EAMER
EE-

Green Paradise: 2R FIREER - K&
ERESEME 2 E—&ERGPLZ
9.999%% 7K ## &% © FAGPLZ ¥ A A 4 14 AN
RERPEE HEEEaTETE.

W13 - R =TT hE+— A
—+=H" ' KRQFEMarigolds] L B E #
FOBE ARAREBEKGRELE M
MarigoldE B K HRIZHEELESE LS
Em PRLESEEERBTEEZSE
1B £180,000,0008 It °
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B B B 2 ]

HEER T —ZTF—A-+HBITZRK
RERIAS FEAQTREME TR =
T—TE=A-F+HAXK -HEHEER

37 DISPOSAL OF SUBSIDIAR[ES (continued) 37
The disposal was approved by the shareholders of the Company in the
special general meeting held on 20 January 2010 and was completed
on 24 March 2010. The relevant information of the disposal was as

follows: BT

HK$'000
THETT

Net assets disposed of: BEHEEEFE:
Plant and equipment 8= K R 7,517
Deferred plantation expenditure FEIETEER X 8,963
Deposit for plantation expenditure EEEEe 30,230
Biological assets EYEE 66,200
Intangible assets mREE 72,909
Loan advanced to a minority shareholder m—&LHRFRHEER 759
Deferred tax assets BEERIBEEE 489
Trade and other receivables B 5 &E W GKIE 8,471
Bank balances and cash RITHEBRIBS 1,133
Interest in a jointly controlled entity R—EHEEEH B #a (1,130)
Other payables H b JiE 5 FR0B (5,473)
Income tax liabilities St BE (8,082)
Deferred tax liabilities RIETIEBE (3,504)
Non-controlling interests FEIERR R = (484)
Net assets at date of disposal TEEHZEEFE 177,998
Exchange reserves realised on disposal of HENBARREIRZ

subsidiaries I W (e (1,677)
Reversal of loss on remeasurement to BoEFHEATE

fair value less cost to sell BN 2 B8 1,952
Total consideration BRE 178,273
Satisfied by cash LAIR & S+ 180,000
Less: Transaction costs A R (1,727)

178,273

Net cash inflow arising on disposal: HEEECRESRAFE:

Cash consideration received BEWRESRE 180,000

Transaction costs paid B R ZA (1,727)

Bank balances and cash disposed of BEHERTEBRLRS (1,133)

177,140
The impact of Disposal Groups on the Group’s results and cash flows HESERB A RBAHMEAEEEE
in the current and prior periods is disclosed in Note 13. RBeREZ L ERWE13ETE -

136 NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZR & RIRRAR A A



Notes to the Consolidated Financial Statements

o 7 B 2 A P

For the year ended 31 December 2010 HE—Z—ZF+—_A=+—HItFE

38. DEREGISTRATION OF SUBSIDIARIES R &1 PR )

During the year ended 31 December 2009, the Company deregistered HE_ZTNWF+-_A=t—HLFE"

two wholly-owned subsidiaries, Acacia PRC and Sequent (Beijing) RRBDHIRZZZNEF=ZA=F+=ERK

Computer Technology Services Limited* (“Sequent Beijing”) on 23 —ETNF_A+—BREREEENE

March 2009 and 11 February 2009, respectively. RE EFM AN RS BE (dbR) st E#
RITREER AR ([EEBEILR]) 25
o

Net (liabilities) assets at the respective dates of the deregistration of ZMENE QR REREBEERBE B

these two subsidiaries were as follows: (BE)EEFEWNT

Acacia PRC Sequent Beijing Total

sty ZEBFEALRE #st

HK$’000 HK$'000 HK$’000

T T FHT

Trade and other receivables B 5 ME MW KIA 5 = 5

Trade and other payables B 5 MEMERIA (45) (1,216) (1,261)
Exchange reserves realised BEEH B AR EMim &R

on the deregistration of subsidiaries pdi 3R 1 (262) 2,113 1,851

Net (liabilities) assets (BR)EERE (302) 897 595
Gain (loss) on deregistration of BB ARGFMELZ

subsidiaries Wz (E518) 302 (897) (595)

* The English transliteration of the Chinese name of the company is for * ZATP XA LB EMRHBR - TIE
identification purpose only and should not be regarded as the official BIEZ A Bl Z ERE X AT

English name of the company.

The subsidiaries deregistered during the year ended 31 December REEe - EZhFE+-_A=+—HItEE
2009 had no significant impact on the turnover and results of the BN WB AR EE AER Y &8
Group. BRREENEATE-
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39. RELATED PARTIES AND CONNECTED PARTIES 39. B RB# AL KB AL S

TRANSACTIONS
Except as disclosed elsewhere in the consolidated financial BRERE M ISMARHEMIBOFTEEEIN K
statements, the Group entered into the following significant related SETEBHEEATETATER@EA
party transactions with related parties: TR
Compensation of key management personnel FEE A B #i 5
The remuneration of the directors of the Company and other members ARrREEREMFETBAERFRNZ
of key management during the year was as follows: T
2010 2009
—E-BF ZTTNF
HK$’000 HK$’000
FET FHET
Shortterm benefits EEE A 8,914 4,822
Post-employment benefits BB 21 36 24
Share-based payments B& A 1+ 5% 1,279 4,881
10,229 9,727

The remuneration of directors of the Company and key executives AREEEREBITHA S Z %A & Bl
is determined by the remuneration committee having regard to the ZECRMANBIZRARMSBEE
performance of individuals and market trends. E °
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40. COMMITMENTS 40. R¥E

At the end of the reporting period, the Group had the following RIREHR - AEBEAH A FAE:

commitments:

(@) Commitments under operating leases (a)
The Group as lessee
The Group leases certain of its office premises and staff
quarters under operating lease arrangements. Lease for
properties are negotiated for a term ranging from two months
to three years and rentals are fixed.

At the end of the reporting period, the Group had
commitments for future minimum lease payments under non-
cancellable operating leases which fall due as follows:

B AR
AEBEREEA
AEERIFE SRR PR
TETEMERATRS - MEH
SHEAMEAZ=FT% HR
S BEE-

R EHR  NEBERE DRI HEHE
EEHEEATHRE M KRR
BT

2010 2009
—E-BF —ETAE
HK$’000 HK$’000
FTHT T
Land and buildings T RIEF
Within one year —FRA 3,640 1,715
In the second to fifth year inclusive =~ -EZFERAF (BREERWF) 3,988 568
7,628 2,283
(b)  Capital commitment for acquisition of plant and (b) WG KRS 2 B A K
machinery %
2010 2009
—E2-ZF —ETNF
HK$’000 HK$’000
FTHT FHTT
Contracted but not provided for EHESEE ST 18,453 -
(c)  Capital commitment for investment in a () HAFEHBKREZEARAE

cooperation project

2010 2009
—E-ZF —TThEF

HK$’000 HK$'000
FHET TET

Contracted but not provided for EHENEE ST

6,552 21,034
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41. STATEMENT OF FINANCIAL POSITION OF THE  41. A # M&ERIE

COMPANY
2010 2009
—E-BF —ZTTHhEF
NOTES HK$’000 HK$’000
HeF FHET FHET
Non-current assets IERBEE
Plant and equipment 5 Mk 2,686 365
Investments in subsidiaries RHBRRZIZE 1,011,924 3,953,191
1,014,610 3,953,556
Current assets MENVEE
Other receivables H b e 5B 1,769 4,982
Amounts due from subsidiaries FEUH BB A Bl 5KTE (a) 337,190 179,818
Amount due from a director R —RESHE 262 =
Bank balances and cash RITEHR KRS 219,023 9,734
558,244 194,534
Current liabilities mENAE
Other payables E e 3RIR 6,834 3,999
Other borrowings HEMmEE - 15,000
Convertible loan notes AR EREE - 23,082
Amounts due to subsidiaries FEA B A Bl 5K E (a) 34,472 1,909
41,306 43,990
Net current assets RBEEFE 516,938 150,544
1,531,548 4,104,100
Capital and reserves BEARKFEE
Share capital RN 8,514 3,315
Convertible preference shares A B SR 23,387 25,473
Reserves ki (b) 1,188,527 3,681,051
Total equity WA 1,220,428 3,709,839
Non-current liabilities IERBAE
Convertible loan notes AR EREE 295,950 =
Derivative component of AR EREE
convertible loan notes TTETERD 15,170 =
Promissory notes IR - 394,261
311,120 394,261
1,531,548 4,104,100

140 NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZ3 & RIZIRER AR



Notes to the Consolidated Financial Statements

o 7 B 2 A P

For the year ended 31 December 2010 HE—Z—ZF+—_A=+—HItFE

41. STATEMENT OF FINANCIAL POSITION OF THE  41. A A BM&E RN E @)

COMPANY (continued)

(@) Amounts due from/to subsidiaries (a)  WEWL HEAT B A W) sk H
The amounts are unsecured, non-interest bearing and ZERBRREERR RERERE
repayable on demand. The fair values of the amounts at KEETE - AR ZEREREHRN
the end of the reporting period was approximated to the B ME RS SRZ AT ESR
corresponding carrying amounts due to their short-term BREEAS -
maturity.

(b)  Reserves (b) il

Share Contributed Convertible  Share options Accumulated
premium surplus  bonds reserve reserve losses Total
BReEE HARY TAREZRE  BRERE 2RER an
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL Tx Titn BT T TiEr
At 1 January 2009 RZETHhE-F-A 526,100 39,431 19,398 24,975 (600,233) 9,671
Reduction on convertible loan REBEFREAR
notes to set off the profit IR AT RRER R
guarantee payment - - (13,370) - 6,633 (6,737)
Reduction of issued share capital BRI RAEE
through a cancellation of paid up BEARA-RERD
capital - placement of shares - 250,950 - - - 250,950
Cancellation of the share premium FHERDEE (521,158) 521,158 - - - -
Utilisation of the contributed HAMARBERSE
surplus account to offset 2RERETHE
the entire balance of
accumulated losses - (403,271) - - 403,271 -
Issue of shares upon AN TEBEEITRN
— exercise of share options {7 RE 24,195 - - (4,420) - 19,775
- acquisition of a subsidiary ~WE—RK B 3,449,732 - - - - 3,449,732
Issue of share options BITHRRE - - - 5,530 - 5,530
Loss for the year FREE - - - - (47,870) (47,870)
At 31 December 2009 RZZENEFZA=+—H 3478869 408,268 6,028 26,085 (238,199) 3,681,051
At 1 January 2010 RZE-Z5-f-H 3,478,869 408,268 6,028 26,085 (238,199) 3,681,051
Issue of shares upon AN TEBEEITRN
~ placement of shares —~RERR 387,674 - - - - 387,674
~ transaction costs attributable to —&TRAEEZ
issue of shares RBHA (13,045) - - - - (13,045)
~ conversion of convertible —RATERELR
preference shares (285) - - - - (285)
— acquisition of non-controlling -hE-FHBARZ
interests of a subsidiary SRR R 87,187 - - - - 87,187
Redemption of convertible loan notes BB A/ EHE - - (6,028) - 6,028 -
Recognition of equity component of BRI AR ERZHREEL S
convertible loan notes - - 29,631 - - 29,631
Deemed contribution from equity RERIRBELL
holders arisen from waiver of BIEERBEATE
promissory notes - 50,293 - - - 50,293
Recognition of equity-settied BARAEEROEHR
share based payments - - - 3,460 - 3,460
Loss for the year FREE - - = = (3,037,439)  (3,037,439)
At 31 December 2010 WoZ-TF+-B=+-0 3,940,400 458,561 29,631 29545 (3269610) 1188527
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42. INVESTMENTS IN SUBSIDIARIES 4. RMEARZHE
At the end of the reporting period, the Company has interests in the RIMEBRKR AR T EZWER A
following principal subsidiaries: HEERER:

Nominal value of

Place of paid-up share/ Proportion of
Company incorporation registered capital ownership interest Principal activities
ARG/
A7 ER AR 3L 3t B HMERZHE EERELA TEER
2010 2009
“Z2-2F _ZTNE
% %
Held directly:
HEERE:
Technology Venture Investments British Virgin US$1,000 100 100 Investment holding
Limited Islands (“BVI") 1,000%7T REER
RBRAES
((EBRRES])
# Beijing Gelin Wude Zhisha Limited The PRC Registered Capital 100 100 Investment holding
EREMERRD BB AE M HK$28,000,000 BEER
BRUE-W
28,000,000/ 7T
NAR BVI US$60,000 100 100 Investment holding
T ER RBRAES 60,000% T REER
Held indirectly:
BERE:
Dadizi Yuan Mongolia US$107,366 100 - Mining operation
SEAM BN 107,366 T K&
GPL Mongolia US$100,010 99.99 90 Mining operation
BN 100,010% 7T K&
Green Paradise BVI USD50,000 100 - Investment holding of
KERAES 50,0003 7T mining operation
REEBREER
Sequent China/Hong Kong Limited Hong Kong HK$10,000 100 100 Distribution of information
E 10,000/ 7T technology products and
provision of computer
technology services
DB MR E T R B
&I R i AR
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42. INVESTMENTS IN SUBSIDIARIES (continued) 42. KB AR ZBE ()

Nominal value of

Place of paid-up share/
registered capital

BaRS

Proportion of

Company incorporation ownership interest Principal activities

D A L 0 2 EMERZHE BR AL A TEEH
2010 2009

—E-EF _—TTHHF

Techology Venture (Software) BVI US$1,000 100 100 Investment holding
Holdings Limited EBRETES 1,000% T REZRR

Topasia Computer Limited Hong Kong HK$10,000 100 100 Distribution of information

BREKERAA 5 10,000 7T technology products and
provision of computer
technology services

PDEEARRERRIRY

BB R

Topsoft Limited Hong Kong HK$10,000 100 100 Distribution of information

BEUHEERAR E 10,000/ 7T technology products and

provision of computer
technology services

DHERMRERRIEH

BB AR
# Topasia Tech (Shanghai) Limited (Note) The PRC Registered Capital 100 100 Distribution of information
BERE (EE)BRAR f US$3,800,000 technology products and
(Hit) AR provision of computer
3,800,000 7T technology services
S A AR E m R IR
EX L
# Topasia IT (Shanghai) Limited (Note) The PRC Registered Capital 100 100 Provision of systems
BHESHERSE (LE)ERAR & US$1,000,000 integration and
(Hit) AR maintenance services
1,000,000 7 REZGEXRRERS
Note: ~ Wholly-owned foreign enterprises. Hiat:  HNEBEMRHE-
#: For identification purpose only #: BHER

The above table lists the subsidiaries of the Company which, in the FRAVNARFIMBEARAESERAE
opinion of the directors, principally affect the results for the year or NEAERFANEESIBRASEEE
formed a substantial portion of the net assets of the Group. To give FEHERBOZAR -BEERE REEM
details of other subsidiaries would, in the opinion of the directors, MEBARZFIEESRBRBN TR
result in particulars of excessive length.

BENEAREA TN FABLINEE
kA S e e o — A= — B
I FEAEAERERZEBES

None of the subsidiaries had any debt securities outstanding as
at the end of the year or at any time during both years ended 31
December 2010 and 2009.
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As details in the Company’s announcement made on 27 January
2011, 9 February 2011 and 18 February 2011, the Group had the
following subsequent events:

1)

2)

Both Mr. King and Mr. Chan have resigned from the
directorship of the Company with effect from 27 January
2011 (the “Resignation”). Thus, it was alleged by the
subscribers that the Resignation had constituted a breach of
the Subscription Agreements and an event of default under
the terms and conditions (the “Conditions”) of the 2010
Convertible Loan Notes, which would entitle the subscribers
to give notice to the Company that each of the Convertible
Loan Notes is due and payable at its principal amount. In
addition, it was further alleged by the subscribers that the
resignation of Mr. King had also constituted a change of
control event as defined in the Conditions, which would entitle
the subscribers to require the Company to redeem all or some
of the 2010 Convertible Loan Notes.

As explained in the Company’s announcement on 9 February
2011, the Company received the letter from the subscriber
of the 2010 Convertible Loan Notes A and B (“Bond Holder
A”") on 9 February 2011 (the “Letter”) notifying the Company
of the alleged breach of the subscription agreements and
the Conditions of the 2010 Convertible Loan Notes. However,
as a gesture of goodwill and support to the Company, the
Bond Holder A stated in the Letter that it may not exercise
its right to give notice to the Company that each of the 2010
Convertible Loan Notes is due and payable at its principal
amount or the right to require the Company to redeem all or
some of the 2010 Convertible Loan Notes A and B until 31
December 2011 (or a later time as the Bond Holder A and
the Company will mutually agree) on the following conditions:

(i) the Company shall notify the Bond Holder A
immediately on each occasion after the Company has
withdrawn US$1,000,000 or more out of the bank
account (the “Account”) where proceeds from the
2010 Convertible Loan Notes A and B are credited;
and

(i) the Company shall submit to the Bond Holder A a
copy of the bi-weekly electronic bank statements in
relation to the Account within 3 business days after
the end of each of the aforesaid reporting period.

On 10 February 2011, the Company has accepted the above
conditions.

On 24 February 2011, the Company received the letter from the
holder of 2010 Convertible Loan Notes C (“Bond Holder B”) notifying
the Company of the alleged breach of subscription agreement and
the condition of 2010 Convertible Loan Notes C. The Bond Holder B
offered to withhold enforcing right to request the Company to redeem
all or some of the 2010 Convertible Loan Notes C and the Company
had accepted the offer.
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