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Financial Highlights
MBRE

Six months ended 30 June

BEAA=TRHILLAEA

2018 2017

—E-N\F§ —ET—+F

HK$’000 HK$’000

FET FAET

Revenue W g 178,887 150,276

Gross Profit EH 71,050 4,458
Profit/(Loss) before Interest, Tax, BRAS - -BIE FTER

Depreciation and Amortisation BIHAT 2R (E1B)

(“EBITDA/(LBITDA)") (TEBITDA/(LBITDA) |) 10,244 (91,921)
Loss before Tax B AT B 1R (235,424) (287,290)
Loss Attributable to Equity Holders AN R RIEzEIE A

of the Company & (235,322) (287,095)
Gross Profit Margin EVIES 39.7% 3.0%
EBITDA/(LBITDA) Margin EBITDA/(LBITDA) X 5.7% (61.2%)
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Management Discussion and Analysis

OPERATING ENVIRONMENT ANALYSIS
Impact of Export Ban

The Group purchases ores for both trading of limonitic ore
business and self-use manufacturing of iron and special
steel products. In the past few years, the Group enjoyed
fixed price in ore supply through an exclusive offtake
agreement entered into with PT. Yiwan Mining (“Yiwan”)
(“EOA).

Pursuant to the relevant regulations promulgated in
Indonesia, unprocessed ore export by mining business
licence holders in Indonesia (‘lUP Holders”) has been
banned from 12 January 2014 onwards unless the
IUP Holders have carried out processing and refining
domestically according to Government Regulation No. 23
of 2010 regarding implementation of activities of business
of minerals and coal mining and have conducted refining
and smelting in accordance with Law No. 4 of 2009
regarding minerals and coal mining (“Export Ban”). Due to
the Export Ban, Yiwan can no longer export unprocessed
ore to the Group.

After the Export Ban, the ore trading business of the
Group continued suspension in the first half of 2018.

Besides the direct impact on the ore trading business,
the Export Ban also adversely affected the manufacturing
of iron and special steel products. Without ore supply in
stable price under the EOA, the Group had to purchase
the ores from the PRC market with volatile ore price
fluctuation which affected the cost of manufacturing of the
iron and special steel products.
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Management Discussion and Analysis

EEHBRRE S

Operating environment in the first half of 2018
The steel product price along with the iron ore price
became narrow in the first half of 2018.

Despite the rebound of the PRC steel market since
2016, we remain pessimistic about the steel market in
the PRC in the short term due to the continuation of
over-supply and the persisting weak steel price under
fierce competition in the steel market. Although the PRC
government started to implement certain solutions to
mitigate the over-supply situation, we expect the prices
of iron and steel products may continue to fluctuate in
the near future. However, in the long term, we expect the
global economy will gradually recover and the economy
of the PRC will maintain its healthy growth trend. Going
forward, domestic market in the PRC will become quality-
oriented, which will impose higher requirements on
products in terms of environmental-friendliness, safety
and durability, sustainability and recycling. We expect that
the quantitative demand for high quality steel products
will increase significantly in the long run, and product
development will incline to the high-end market.

To capture these business opportunities, the Group
has shifted to the production of high quality iron and
special steel products through the application of more
environmental-friendly production method. Moreover,
the Group completed the innovation on the new “high-
strength special steel” product in 2014 which can be
applied to bridge construction, offshore oil platform
construction, marine construction, ship construction,
power transmission engineering and marine transport
facilities. The Directors believe that the *high-strength
special steel” product can contribute substantially to
the Group’s future operating profits upon the successful
exploration and development of the new “high-strength
special steel” products in the PRC steel market in the near
future.
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Management Discussion and Analysis

BUSINESS REVIEW

Project Progress

In the PRC

Lianyungang City East Harvest Mining Company
Limited, a wholly-owned subsidiary of the Company,
has constructed a production plant to produce nickel
fine powder. The first production line of the production
plant started trial production in 2012. The nickel fine
powder can be treated as finished product for direct
sales; alternatively, it can be treated in a blast furnace
and processed into nickel-iron alloy fluid, which
becomes a high-quality raw material for the production
of stainless steel. The Lianyungang plant applies low
carbon metallurgical technology developed by the Group.
Ordinary coal, rather than coke used in traditional process,
is used in the reduction purification process, under which
the consumption of carbon may decrease by up to 40%.
In addition, the plant can utilise low grade nickel ore for
production, the cost of which is much lower than that
used in traditional production process. The project is
highly recognised by the local government. Moreover, the
plant is situated at the Lianyungang port and benefits from
geographical advantages. Ores and other raw materials
from overseas can be conveniently transported to the
plant, largely reducing the inland transportation costs and
logistics pressure.
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Management Discussion and Analysis

EEHBRRE S

In Indonesia

On 11 March 2018, the Group entered into a sale and
purchase agreement with Mr. Sun, who is an indirect
shareholder of the Subscriber, pursuant to which the
Group agreed to sell 7% equity interest in SEAM to Mr.
Sun at a consideration of RMB210,000,000 (equivalent
to approximately HK$249,081,000). This transaction is
conditional upon, obtaining amongst others, approval
from shareholders of the Company at an extraordinary
general meeting and resumption of trading of the
Company’s shares.

Along with the disposal of 7% equity interest in SEAM, the
Group is actively assessing the available financing sources
and considering any possible alternatives, including but
not limited to, co-operation with local enterprises or PRC
giant steel manufacturer for building up special steel mills
in Indonesia.

Business Development

Ore trading business

The Group purchases ores from Indonesia through the
EOA at fixed price for self-use or for sale, and has started
selling ores to third parties since the end of 2009. The
ore trading business had a remarkable contribution to our
profitability and cash flows due to strong demand from the
PRC customers in the past.

However, the ore trading business of the Group has been
suspended upon the Export Ban and it is anticipated that
this will have a continuous significant negative impact on
the financial and operating results of the Group.

It is possible that the relevant mining regulations in
Indonesia may be amended but there is no guarantee that
the Export Ban will be uplifted in near future.

The Directors are considering any possible alternatives,
including but not limited to, co-operation with local
enterprises or PRC giant steel manufacturer for building
up special steel mills in Indonesia.
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Management Discussion and Analysis

Special steel-making operations

For the special steel-making operations of the Group,
sales volume increased as compared to the year of 2016
whereas the profit margins of stainless steel products
and Ni-Cr alloy steel ingots narrowed during the period.
During the period, Yongtong Special Steel continued to
provide sub-contracting services to external customers by
utilisation of its existing production capacity for enhancing
its cash flow position and generating stable revenue.
During the period, the Group recorded sub-contracting
service income amounted to HK$33.6 million.

While we expect the keen competition in the steel
market of the PRC will continue in 2018, the demand
for steel products will gradually pick up. Following the
Environmental Protection Bureau taking measures to
monitor and control the air pollution index since 2016, we
expect the environmental protection issues will continue
in 2018 and the supply of the stainless steel products
market may be affected. Therefore, the Group will take
this opportunity to produce substantially the market
needed stainless steel products in near future. The Group
is also actively developing and launching new high value-
added special steel products and identifying PRC and
overseas markets with growth potentials to strengthen our
product portfolio and reduce market concentration risk.

Financing Arrangement

As at 30 June 2018, the Group had net current liabilities
of approximately HK$4,000.5 million. The Group has been
actively negotiating with PRC and overseas banks and
institutional investors for new borrowings and renewal of
existing borrowings when they fall due. During the period,
the Group had successfully obtained bank and other
borrowings of HK$63.2 million to finance its operation and
for repayment of its borrowings when they fall due.

Interim Report 2018

THBRES

KOREE R
RAEENSRREES NS T FHH
EnKERESMiEMEER_F—~
RN T F R B B URE o A HA
A KRR E R A H IR A E M
HEFIRENTRE  URSERSR
SRR RBEBTIR - BN AEE
SRS M TARTS W AS3.6EH @A T

138 B IR AP T 1 o B 8 T 05 R
WIERR 2 N\FNERFE HER
MBI GE LS OE - ARRERES
BT RNFERIEEEE MEE
ZRSRIEH RAOEA T N\FH
SRETNRERED G BTHHR
M SR HERREEREIFE - Eit
AEERESREEEKE ROHAH
HEETIZHEN T FME G - REHE TR
TETE A 35 R I HE H T 0 = S (B R
Em Uhe RgRE NN HEEEN
W5 NEBERMNERES RIES
BEPHRER -

MERH

R-BE-NFANA=1TH NEEZR
BB & FFE 4 54,000.58 &8 T K
SEERBRITNERREERA R
HAfE 3 BR AR BRI KB INRTT DA R
BREEERER - R AEER)E
FEB63.2BB AT IRITER R EAM
BE UEMNHEEES RESSIRHE
g%o

Nickel Resources International Holdings Company Limited 9



Management Discussion and Analysis

EEHBRRE S

In addition, based on the framework agreement with a
potential investor for the disposal of 30% equity interest
of SEAM, a wholly-owned subsidiary of the Group, the
aggregate consideration will be approximately US$150
million (equivalent to approximately HK$1,170 million). The
transaction is still in progress or may be modified in near
future (currently under negotiation with relevant parties)
due to the rapid change in operating and regulatory
environment of SEAM, and the potential investor needs
more time for conducting due diligence work.

On 11 March 2018, the Group entered into a sale and
purchase agreement with Mr. Sun, who is also an indirect
shareholder of the Subscriber, pursuant to which the
Group agreed to sell 7% equity interest in SEAM to Mr.
Sun at a consideration of RMB210,000,000 (equivalent to
approximately HK$249,081,000).

Subscription agreement

References are made to the announcements of the
Company dated 7 March 2016 and 29 September 2016
in respect of, among other things, the (i) proposed issue
of Subscription Shares under the Specific Mandate; (i)
application for the Whitewash Waiver; and (i) Special Deal
(the “Subscription Announcements”). Unless otherwise
stated, capitalised terms used in this report shall have
the same meanings as defined in the Subscription
Announcements.
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Management Discussion and Analysis

THBRES

On 5 March 2016, the Company and a potential investor W -_Z— X XE=AARH A 7 H—
(the “Potential Investor’ or “Subscriber”) entered into  HBHEIREE ([BHEREE | 3[R
a share subscription agreement pursuant to which — J71) &3 — 13 B0 BB 1% = - L

the Subscriber agreed to subscribe for a total of

R R ER SR 40.1876/ TR

1,465,898,410 new ordinary shares of the Company at B ERE AR A4S H#1, 465 898 410/%

a subscription price of approximately HK$0.1876 per

MEBR([RBRG])  BERER

share (the “Subscription Shares”), with proposed gross  TE#%8 4 5t A2758 & /%TE( REE
proceeds totaling HK$275 million (the “Subscription”), IF|) AT ETFAREERE  Hf
subject to certain conditions precedent which, among  BIEAT&IE

others, include the following:

Interim Report 2018

approval from the Company’s shareholders, or EARBIRREFRARE ([IRR

independent shareholders when appropriate, for (i)
allotment and issuance of the Subscription Shares;
(i) @ Whitewash Waiver; and (jii) a Special Deal (as
defined hereunder), at the extraordinary general
meeting of the Company (“EGM”);

Whitewash Waiver being granted by The Securities
and Futures Commission of Hong Kong (“SFC”)
in respect of any obligation of the Subscriber
and parties acting in concert with it to make
a mandatory general offer in cash for all the
issued shares and other relevant securities of the
Company not already owned (or agreed to be
acquired) by the Subscriber and parties acting in
concert with it which might otherwise arise as a
result of the Subscription;

the consent from the SFC for repayment to any
creditor who is a shareholder of the Company
using the proceeds from the Subscription under a
proposed debt restructuring as mentioned below
(the “Special Deal”);

approval of resumption of trading of the
Company’s shares, and listing of the Subscription
Shares from the Stock Exchange; and
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Management Discussion and Analysis

EEHBRRE S

° completion of a debt restructuring by the Company
by way of the “Schemes” (the “Debt Restructuring
Proposal”’). The debt restructuring refers to a
plan for restructuring of the indebtedness of the
Company which involves, among other things: (i)
the reduction and cancellation of the outstanding
principal amount of the Bonds by at least 80%;
(i) the reduction and cancellation of all the
outstanding accrued interests of the Bonds; (iii)
the release and discharge of all security collateral
provided in relation to the 12% Coupon Senior
Bonds and the 8% Coupon Convertible Bonds;
and (iv) the reduction of and cancellation of all
other indebtedness and contingent liabilities of the
Company as referred to in the Debt Restructuring
Proposal, by at least 80%.

On 29 September 2016 and 23 September 2017, the
Company and the Subscriber agreed to extend the Long
Stop Date from 31 December 2016 to 30 September
2017 and from 30 September 2017 to 30 June 2018
respectively.

Supplemental Subscription Agreements

On 21 May 2018 and 10 June 2018, the Subscriber,
the Company and Mr. Dong Shutong entered into the
Supplemental Subscription Agreements, pursuant to
which the Subscriber, the Company and Mr. Dong
Shutong, being the chairman and executive Director of the
Company, agreed to supplement and/or amend certain
terms and conditions of the Subscription Agreement as
follows:

Long Stop Date

Pursuant to the Supplemental Subscription Agreements,
the Company and the Subscriber agreed to further extend
the Long Stop Date from 30 June 2018 to 30 September
2018 or such other date as may be agreed by the
Company and the Subscriber in writing from time to time.
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Management Discussion and Analysis

Conditions Precedent
Pursuant to the Supplemental Subscription Agreements:

Q)

Interim Report 2018

The conditions precedent to Completion as
contemplated under the Subscription Agreement
(as set out in the section headed “Conditions
Precedent” in the Company’s announcement
dated 7 March 2016), which require (i) approvals
by the Shareholders, or Independent Shareholders
when appropriate, at the EGM; (ii) grant of
the Whitewash Waiver by the Executive to the
Subscriber; and (i) consent to the Special Deal
by the Executive, are expanded to include all
the necessary Shareholders’ or Independent
Shareholders’ approval(s) and waiver(s)/
consent(s) by the Executive in relation to not
only the Subscription but all the transactions and
arrangements contemplated under the Resumption
Proposal.

Subject to all the other conditions precedent
to Completion having been satisfied or waived
(if applicable) before the Long Stop Date,
the Subscriber agreed to waive the following
conditions:

[0] a written confirmation having been given
by the Stock Exchange and the SFC (if
applicable) confirming that they have no
further comments on the announcement in
relation to the resumption of trading in the
Shares on the Stock Exchange and/or the
Resumption Proposal; and

(i) the approval of resumption of trading
in the Shares having been obtained
from the Stock Exchange (subject to
other Resumption Conditions having
been satisfied and such Resumption
Conditions not having adverse effect on
the transactions contemplated under the
Subscription Agreement or the right of the
Subscriber thereunder), and such approval
not having been revoked.
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Management Discussion and Analysis

EEHBRRE S

Settlement of consideration

The Subscriber will pay no more than HK$150 million (as
set out in the section headed “Use of proceeds and future
business plan” in the Company’s announcement dated
7 March 2016) directly to the designated trust account
of, or such other account as directed by, the scheme
administrator pursuant to the Debt Restructuring under
the Resumption Proposal on the Completion Date, subject
to all the Conditions Precedent having been satisfied or
waived (as the case may be).

Post-completion obligation of the Company

The Company must fulfil the following conditions
(“Post-completion Obligation”) within 2 months from
the Completion Date or on or before 5 October 2018,
whichever is later (“Post-completion Long Stop Date”):

(i) all the Resumption Conditions and the conditions
set out in the LRC Decision Letter (including
any other resumption conditions as imposed or
amended by the Stock Exchange from time to
time) having been satisfied in full; and

(i) the approval from the Stock Exchange to the
resumption of trading in the Shares having been
obtained and such approval not having been
revoked.

In the event the Company fails to fulfil the Post-completion
Obligation on or before the Post-completion Long Stop
Date or such later date as the parties to the Supplemental
Subscription Agreements may agree, the Company shall,
subject to the applicable rules and regulations, use its
best endeavours to facilitate the Subscriber to receive in
cash an amount equivalent to the sum of (i) the actual
consideration paid by it under the Subscription, and (i)
10% of such actual consideration paid (being the finance
costs and administrative expenses incurred in connection
with the Subscription) (together, the “Agreed Amount”) on
or before the expiration of the 18th months from the Post-
completion Long Stop Date (the “Due Date”).
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Management Discussion and Analysis

Such endeavours shall not involve any transfer of Shares
from the Subscriber to the Company, Mr. Dong Shutong
and/or any other person which will trigger any obligation
to make a mandatory general offer to the Shareholders
under Rule 26.1 of the Takeovers Code by any person.

Guarantee

The Company’s Post-completion Obligation and
its obligation to facilitate the Subscriber’s receipt of
the Agreed Amount on or before the Due Date are
unconditionally and irrevocably guaranteed by Mr. Dong
Shutong. In the event the Subscriber fails to receive the
Agreed Amount in full on or before the Due Date, Mr.
Dong Shutong, being the guarantor, shall be obligated
to pay to the Subscriber the shortfall of the Agreed
Amount together with interest thereon calculated at the
rate of 0.05% per calendar day and accruing from the
Due Date up to (and including) the date on which the
Agreed Amount is paid in full. Such guarantee shall not
involve any transfer of Shares from the Subscriber to Mr.
Dong Shutong and/or any other person which will trigger
any obligation to make a mandatory general offer to the
Shareholders under Rule 26.1 of the Takeovers Code by
any person.

Save as disclosed above, other terms and conditions of
the Subscription Agreement remain unchanged.

Update on the status of the Debt Restructuring
Proposal and Event of Default and Cross-Default
Bonds

References are made to the announcements of the
Company dated 30 May 2016, 24 June 2016 and 7 July
2016 regarding the convening of Meetings and Adjourned
Meetings of Bondholders (the “Bond Announcements”).
Capitalised terms used herein have the same meanings as
those defined in the Bond Announcements unless defined
otherwise.
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Management Discussion and Analysis

EEHBRRE S

Since December 2014, the Group had continuous default
in payment of due interest and principal under the terms
and conditions of the Bonds, the default may trigger a
cross-default in accordance with respective terms and
conditions of the Bonds. In such an event, DB Trustees
(Hong Kong) Limited, in its respective capacities as trustee
for the holders of the Bonds is entitled to, amongst other
things, accelerate the Company’s obligations under the
Bonds and declare the outstanding principal amounts of
the Bonds to be immediately due and payable, together
with outstanding interest and all other sums payable.
Upon the passing of the Extraordinary Resolutions by the
Company on 21 June 2016 and 6 July 2016, no Senior
Bondholder or Convertible Bondholder shall demand
repayment of any amount due under such Bonds or take
any action to enforce the payment of monies or exercise
any other right thereunder or otherwise take any action
against the Company whether or not under the terms
and conditions of such Bonds or request or require the
relevant bonds trustee to take any action against the
Company from the date of the Extraordinary Resolutions
to (and including) the date upon which the Schemes are
implemented.

As disclosed in the announcement of the Company
dated 13 June 2016, (i) the principal amount of the
12% Coupon Senior Bonds of HK$390,990,000
and the accrued interest of HK$90,769,000 were
outstanding; (i) the principal amount of the 8% Coupon
Convertible Bonds of HK$117,525,000 and the accrued
interest of HK$18,725,000 were outstanding; and (iii)
the principal amount of the Modified 10% Coupon
Bonds of HK$28,400,000 and the accrued interest of
HK$5,996,000 were outstanding as at 12 June 2016.
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Management Discussion and Analysis

Following the passing and effectiveness of the
Extraordinary Resolutions on 6 July 2016, (for details
of background of the meetings of the Bondholders and
the results of the Bondholders’ meetings, please refer to
paragraphs below headed “Background of the meetings
of the Bondholders”, “Mestings of the Bondholders”,
“Results, adjournment and dissolution of the meetings
of the Bondholders” and “Results of the adjourned
meeting of the convertible bondholders”), the Company
is preparing the necessary documents to submit to the
courts for the creditors’ approval and court sanction
for the Cayman Scheme and Hong Kong Scheme
under the Debt Restructuring Proposal. As disclosed
in the Company’s announcements, completion of the
Subscription is conditional upon, among other things, the
approval of the Schemes by the courts under the Debt
Restructuring Proposal. The application to the courts
and the approval of the Schemes by the creditors at the
Scheme Meetings will be the next steps towards the
satisfaction of the condition precedent to completion of
the Subscription.

On 11 June 2018, the Company announced that the
Hong Kong Scheme hearing meeting was scheduled on
10 July 2018.

On 3 July 2018, the Company received a letter from Stock
Exchange and stated that the Listing Committee was not
satisfied that the Company had fully met the conditions
set out in the LRC Decision Letter and decided to cancel
the Company’s listing status under Practice Note 17 to
the Listing Rules. The Board strongly disagrees with such
Decision. However, due to the uncertainty given rise by
the Decision, the court convening hearings in relation to
the Schemes for the Grand Court of the Cayman Islands
and the Hong Kong High Court, which were originally
scheduled for 3 July 2018 and 10 July 2018 respectively,
have been adjourned, and the implementation of the
Resumption Proposal and thus the fulfilment of all
resumption conditions will be adversely affected.
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Management Discussion and Analysis

EEHBRRE S

Background of the meetings of the Bondholders
As disclosed in the announcement of the Company
dated 7 March 2016, completion of the Subscription is
conditional upon, among other things, the necessary
order of the High Court of Hong Kong and consent of the
other relevant parties with respect to the execution of an
approved scheme of arrangement between the Company
and the creditors under the Debt Restructuring Proposal
having been obtained.

As an initial step of the Debt Restructuring Proposal,
separate meetings of the Convertible Bondholders, the
Senior Bondholders and the 10% Bondholders were
convened in order to give effect to the following:

. the Convertible Bondholders to be treated as a
separate and single class under the Schemes,
not as part of the class of secured creditors of the
Company, who are creditors under the Schemes
nor as part of the same class as the Senior
Bondholders;

° the Senior Bondholders to be treated as part of
the same class as the existing unsecured creditors
of the Company (including the 10% Bondholders),
who are creditors under the Schemes;

. the cancellation of all outstanding principal on the
Bonds;
o the cancellation of all outstanding interest, accrued

and unpaid, on the Bonds; and

° the release and discharge of all of the Convertible
Bonds Security and the Senior Bonds Security,
respectively,

in return for, in the case of the Senior Bonds and the
10% Bonds, a Cash Distribution and in the case of the
Convertible Bonds, either a Cash Distribution or a Shares
Distribution. No Convertible Bondholders shall be entitled
to receive a combination of a Cash Distribution and a
Shares Distribution. For details, please refer to the Bond
Announcements.

18 BREREABRERERAF

BERBEAREESR
MUOARRBHMA/-_T-—R"F=At
BHAEMIE REFHEAR (AF
B MTERERERE TARA
HEREAZ BN B SR T YR E
BSEERSEARNBES < REM
HETHRER  TETK-

EREBEAZZRNFE —F  ATRERE
HFREA BERFHAEARIOEES
FEACBRBILAGUENATSIE
R

. ARG ARG BT SR
TEIEER MIER/RRF]
BERERA (REHEIATEE
ANV ERI—8 - TRIERES
EHFE AR5

. BEBFHEARGEARFR
BEERERA (RE10EES
FEAN) (REEETEEAN)
R — X5 —af 5

. HHESFMEREERS

. WAL EE AR RR
EERS &

. DRGSR KRB A AR R E
HFEMRLEEESFERR

HRELESFRI0RES  AHRRES
ok s SRR A AIRER S
DIRSBAD IR - BB AR E SR A
ANBERBUWERE £ 5K KA 5K ©
FZFE BE2HESFAE-

“E-N\Fh#wmE



Meetings of the Bondholders

Management Discussion and Analysis

THBRES

BEEFAAKRE

Separate meetings of the Convertible Bondholders, the ~ ARBEAMABRBESFFHEA BE
Senior Bondholders and the 10% Bondholders were  E##H A A RI0EEHFE ABILAKX
convened by the Company to consider and, if thought fit, & IUZELEBRBAIBERESSE
pass separate extraordinary resolutions of the Convertible A~ B EHEE ARI0EEHFFHEA
Bondholders, the Senior Bondholders and the 10%  (fRIERME) KB B RIREZE ([4F

2222

Bondholders, as the case may be (the “Extraordinary  BIR#EZE]) :

Resolutions”):
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for the Convertible Bondholders and the Senior
Bondholders, as the case may be, to agree, and to
instruct the relevant bonds trustee and the Security
Trustee, not to enforce the Security in relation to
the Convertible Bonds and the Senior Bonds, as
the case may be, from the date of the meeting to
the date the Schemes become Effective, or if the
Debt Restructuring Proposal is not approved at the
Scheme Meetings, the completion of the Scheme
Meetings;

to approve the terms of the Debt Restructuring
Proposal; and

to give instructions to the relevant Bonds Trustee to
vote the full principal amount of the relevant Bonds
which are outstanding in favour of the Schemes
at the Scheme Meetings and any adjourned or
rescheduled Scheme Meeting.
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Management Discussion and Analysis

EEHBRRE S

Results, adjournment and dissolution of the
meetings of the Bondholders

As at the date of the Meetings of the Bondholders,
according to DB Trustees (Hong Kong) Limited, in
its capacities as trustees for the relevant Bonds, the
outstanding principal amounts of the Convertible
Bonds, the Senior Bonds and the 10% Bonds were
HK$87,850,000, HK$390,990,000 and HK$28,400,000,
respectively.

The Company announced that:

(@) as a quorum was not present at the Meeting
of the Convertible Bondholders convened and
held at 10:30 a.m. (Hong Kong time) on 21 June
2016 after 15 minutes since the time appointed
for holding such Meeting, such Meeting was
adjourned in accordance with the terms of the
Convertible Bonds Trust Deed to 6 July 2016
at 10:30 a.m. (Hong Kong time) at the same
address as the original Meeting of the Convertible
Bondholders, i.e. Room 3501, 35th Floor, China
Merchants Tower, Shun Tak Centre, 168-200
Connaught Road Central, Hong Kong. The notice
for the adjourned Meeting of the Convertible
Bondholders will be published in accordance with
the terms of the Convertible Bonds Trust Deed.
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Management Discussion and Analysis

the Meeting of the Senior Bondholders convened
and held at 11:00 a.m. (Hong Kong time) on 21
June 2016 was quorate at the first calling and
the number of votes cast at such Meeting was as
follows:

THBRES
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BIIBEABEFRFBEARERE
RBAREEEEAS  BEAX
GLERERANEHOT :

FOR AGAINST
=421 R¥
Total number of votes cast BEBE 14,270 104
Votes as a percentage of BEL2HMBREHED
all votes cast (%) B 7 (%) 99.28% 0.72%
Votes as a percentage of BEL2IHRER
all outstanding BEEBEHNE DL (%)
Senior Bonds (%) 91.24% 0.67%

As at least three-quarters of the votes cast at
the Meeting of the Senior Bondholders were
cast in favour of the Extraordinary Resolution,
the Extraordinary Resolution put forward to the
Senior Bondholders was passed, and will become
effective subject to the Extraordinary Resolution
to be considered by the Convertible Bondholders
also being passed at the adjourned Meeting
of the Convertible Bondholders (or any further
adjournment thereof). No holder of the Senior
Bonds was required to abstain from voting on
the Extraordinary Resolution at the Meeting of the
Senior Bondholders; and
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EEHBRRE S

Results of the adjourned meeting of the
convertible bondholders

As at the date of the adjourned Meeting of the Convertible
Bondholders, according to DB Trustees (Hong Kong)
Limited, in its capacity as trustee for the Convertible
Bonds, the outstanding principal amount of the
Convertible Bonds was HK$46,775,000.

The Company announced that the adjourned Meeting of
the Convertible Bondholders convened and held at 10:30
a.m. (Hong Kong time) on 6 July 2016 was quorate and
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the number of votes cast at such adjourned Meeting was ~ EAE BRIEHIAE FIEERANE
as follows: T
FOR AGAINST
B R
Total number of votes cast BEBEEH 1,446 285
Votes as a percentage of BEE2HAREHD
all votes cast (%) B 7 (%) 83.54% 16.46%
\otes as a percentage of BELH2HREER
all outstanding AIRRIESH R B 9 (%)
Convertible Bonds (%) 77.28% 15.23%

As at least three-quarters of the votes cast at the
adjourned Meeting of the Convertible Bondholders
were cast in favour of the Extraordinary Resolution,
the Extraordinary Resolution put to the Convertible
Bondholders was passed and became effective. No
holder of the Convertible Bonds was required to abstain
from voting on the Extraordinary Resolution at the
adjourned Meeting of the Convertible Bondholders.

The Extraordinary Resolution put to the Meeting of the
Senior Bondholders which was passed on 21 June 2016
has also become effective from the time the Extraordinary
Resolution put to the Convertible Bondholders at the
adjourned Meeting of the Convertible Bondholders was
passed.
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Management Discussion and Analysis

Decision of the Listing (Review) Committee,
Fulfilments of the Resumption Conditions and
Review Hearing of the Listing Decision

Following the Review Hearing held on 5 December 2017,
the Listing (Review) Committee informed the Company
by a letter dated 12 December 2017 (the “LRC Decision
Letter”) that it decided to set aside the cancellation of
the Company’s listing status to enable the Company to
proceed with implementing the Resumption Proposal.
This decision is subject to compliance with the following
conditions to the satisfaction of the Listing Department:

@
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submit () a letter addressing to the Company
from the Company’s auditors explaining the
impairment assessment of certain intangible assets
of the Company for the years 2014 to 2016;
and (i) a written commentary from the Company
incorporating the views of its auditors that there
would not be any material audit qualifications on
the Company’s next audited consolidated financial
statements and no material impairment of the
Company’s intangible assets would be made,
should the Resumption Proposal be implemented
as planned; to the Listing Department within 3
months from the date of the LRC Decision Letter
(i.e. 12 March 2018);

the transactions and arrangements contemplated
under the Resumption Proposal shall be supported
by signed and legally binding agreements within
6 months from the date of the LRC Decision
Letter (i.e. 12 June 2018) and evidence thereof
be provided to the Listing Department by way of
certified copies of all such agreements;
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(©)

a circular to the shareholders (in substantially
final form) regarding the implementation of the
Resumption Proposal shall be submitted to the
Listing Department and, in relation to Takeovers
Code matters, the Securities and Futures
Commission for clearance within 6 months from
the date of the LRC Decision letter (i.e. 12 June
2018) and shall be in form and content satisfactory
to the Listing Department both in relation to the
implementation of the Resumption Proposal itself
and that the Company would be able to comply
with Rule 13.24 of the Listing Rules and meet
all resumption of trading conditions previously
identified by the Listing Department to the
Company;

the documents necessary for the scheme of
arrangement of the Company shall be formalised
within 6 months from the date of the LRC Decision
Letter (i.e. 12 June 2018);

the implementation of the Resumption Proposal
shall be completed by 30 September 2018, should
the Resumption Proposal be approved by the
Company’s shareholders; and

the Company shall report to the Listing Department
on a 3-month basis, reporting on the progress of
the implementation of the Resumption Proposal.

It is also stated in the LRC Decision Letter that should the
Company fail to comply with any of the above conditions
to the satisfaction of the Listing Department, the listing
of the Company’s shares on the Stock Exchange will be
cancelled.
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Management Discussion and Analysis

On 12 March 2018, the Company submitted () a letter
addressing to the Company from the Company’s auditors
explaining the Company’s impairment assessment of the
intangible asset for the years 2014 to 2016; (i) a written
commentary from the Company incorporating the views
of its auditors on any material audit qualifications for the
Company’s next audited consolidated financial statements
and any material impairment of the Company’s intangible
asset should the Resumption Proposal be implemented
as planned; and (i) a report on the progress of the
implementation of the Resumption Proposal to the Listing
Department pursuant to conditions (a) and (f) as imposed
under the LRC Decision Letter.

On 11 March 2018, a legally binding sales and purchase
agreement was entered into between the Company and a
purchaser in relation to the disposal of 7% equity interest
in S.E.A. Mineral Limited (the “Disposal”), which forms part
of the Company’s resumption plan. Details of the Disposal
please refer to the Company’s announcement dated 10
April 2018.

FULFILMENTS OF THE RESUMPTION
CONDITIONS

As contained in the Company’s announcement dated 11
July 2018 and pursuant to the LRC Decision Letter, details
of which are set out in the Company’s announcement
dated 13 December 2017, the Listing (Review) Committee
decided to set aside the cancellation of the Company’s
listing status to enable the Company to proceed with
implementing the Resumption Proposal subject to certain
conditions. Since then, the Company has been working
closely with its professional advisers in fulfilling the
conditions set out in the LRC Decision Letter. According
to the timeline, the Company submitted:
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(i

(i)

(V)

a letter addressing to the Company from the
Company’s auditors explaining the impairment
assessment of the intangible assets of the
Company for the years 2014 to 2016 and a written
commentary from the Company incorporating the
views of its auditors that there would not be any
material audit qualifications on the Company’s next
audited consolidated financial statements and no
material impairment of the Company’s intangible
assets would be made, should the Resumption
Proposal be implemented as planned to the Listing
Department (i.e. condition (a) in the LRC Decision
Letter);

certified copies of all the signed and legally binding
agreements in relation to the transactions and
arrangements contemplated under the Resumption
Proposal to the Listing Department (i.e. condition
(b) in the LRC Decision Letter);

a draft circular to the regulators regarding the
implementation of the Resumption Proposal and
the Company’s fulfilment of Rule 13.24 of the
Listing Rules and all other resumption conditions
imposed by the Listing Department (i.e. condition
(c) in the LRC Decision Letter);

the Scheme documents to the Hong Kong High
Court and the Grand Court of the Cayman Islands
for leave to convene the Schemes meetings (i.e.
condition (d) in the LRC Decision Letter); and

reports dated 12 March 2018 and 12 June 2018
respectively, on the progress of the implementation
of the Resumption Proposal to the Listing
Department (i.e. condition (f) in the LRC Decision
Letter).

Based on the above, the Company expected to
implement the Resumption Proposal by 30 September
2018 (i.e. condition (e) in the LRC Decision Letter).
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Management Discussion and Analysis

However, in stark contrast to the above achievements
thus far, the Decision on 3 July 2018 stated that the
Listing Committee is not satisfied that the Company has
fully met the conditions set out in the LRC Decision Letter
and decided to cancel the Company’s listing status under
Practice Note 17 to the Listing Rules.

The Board strongly disagrees with such Decision.
However, due to the uncertainty given rise by the
Decision, the court convening hearings in relation to the
Schemes for the Grand Court of the Cayman Islands
and the Hong Kong High Court, which were originally
scheduled for 3 July 2018 and 10 July 2018 respectively,
have been adjourned, and the implementation of the
Resumption Proposal and thus the fulfilment of all
resumption conditions will be adversely affected.

REVIEW OF THE DECISION OF THE
LISTING COMMITTEE

Under Rule 2B.06 of the Listing Rules, the Company
has the right to have the Decision referred to the Listing
(Review) Committee for review.

The Review hearing has been scheduled on 10 October
2018.

The Company and its financial advisor are actively

preparing the written submissions for Review Hearing
purpose.
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FINANCIAL REVIEW

Turnover and sales volume

Major income of the Group were manufacturing of ferro-
nickel alloys, Ni-Cr alloy steel ingot and stainless steel
products and sub-contracting services. The table below

B #5 E R

EREREE

AEBZ TRZPANREEREES 17
KeaeMERTHHERRBEANSR
TR e TREIIAKEERNAR

sets out the turnover and sales volume of our products for ~ HiffI Z & ¥R E -
the periods indicated:
Turnover £}
2018 2017
—E-N\F —E—+tF
First Half First Half
E¥F F¥F
HK$’000 %  HK$'000 %
FHEx FHET
Iron and Steel Products: $# &M E:
Stainless steel products 47 8 2 SR 60,437 34 103,420 69
Ferro-nickel alloys and others $28& € 8 & E 44,189 24 37,926 25
Ni-Cr alloy steel ingot 23X E 2 M oE 40,680 23 8,930 6
145,306 81 150,276 100
Sub-contracting services 8 # % 7 N TR 33,581 19 = =
Total et 178,887 100 150,276 100
Sales volume HE
2018 2017
—g-NF —E—t%
First Half First Half
F¥EF E¥F
(tonnes) % (tonnes) %
(W) (AME)
Iron and Steel Products: &R MER:
Stainless steel products T8 2 S 15,311 14 14,851 56
Ferro-nickel alloys and others 284 £ §F X E b 14,489 13 9,409 35
Ni-Cr alloy steel ingot Rk A e Mo 8,520 7 2,458 9
38,320 34 26,718 100
Sub-contracting services & % & il T iR 3% 74,391 66 = =
Total et 112,711 100 26,718 100
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Management Discussion and Analysis

In the first half of 2018, the turnover of the Group
recorded an increase of HK$28.6 million, or 19.0%,
to HK$178.9 million (2017: HK$150.3 million) mainly
because the Group commenced providing sub-
contracting services to an external customer in the
second half of 2017. The sub-contracting services
recorded a turnover of HK$33.6 million in the first half of
2018.

Sales of stainless steel base materials recorded a
decrease of HK$43.0 million, or 41.6% to HK$60.4 million
(2017: HK$103.4 million). The sales volume was increased
by 460 tonnes, or 3.1% to 15,311 tonnes (2017:
14,851 tonnes). The average selling price per tonne was
decreased by HK$3,017 or 43.3% to HK$3,947 (2017:
HK$6,964).

Sales of Ferro-nickel alloy steel ingot and others was
increased by HK$6.3 million or 16.5% to HK$44.2 million
(2017: HK$37.9 million). The sales volume was increased
by 5,080 tonnes or 54.0% to 14,489 tonnes (2017:
9,409 tonnes). The average selling price per tonne was
decreased by HK$981 or 24.3% to HK$3,050 (2017:
HK$4,031).

Sales of Ni-Cr alloy steel ingot was increased by HK$31.8
million or 355.6% to HK$40.7 million (2017: HK$8.9
million). The sales volume was increased by 6,062
tonnes, or 246.6% to 8,520 tonnes (2017: 2,458 tonnes).
The average selling price per tonne was increased by
HK$1,142, or 31.4% to HK$4,775 (2017: HK$3,633).

Cost of sales

The cost of sales during the period was decreased by
HK$38.0 million, or 26.0%, to approximately HK$107.8
million (2017: HK$145.8 million). The decrease in cost of
sales was mainly because the stock sold during the period
had relatively lower costs as compared to prior period.
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Gross profit

The Group’s recorded a gross profit of HK$71.1 million
(2017: HK$4.5 million) in the first half of 2018. The gross
profit margin during the period was 39.7% (2017: 3.0%).

Other gains/(losses), net

The other gains of HK$1.9 million (2017: losses of
HK$17.5 million) in the first half of 2018 was mainly
contributed by gain on disposal of property, plant and
equipment. In 2017 the other losses were mainly due to
foreign exchange.

Selling and distribution expenses

Selling and distribution expenses in the first half of 2018
were decreased by HK$0.1 million, or 11.7%, to HK$0.7
million (2017: HK$0.8 million), representing 0.4% of
turnover (2017: 0.5%).

Administrative expenses

Administrative expenses in the first half of 2018 were
decreased by HK$22.4 million, or 19.3%, to HK$93.7
million (2017: HK$116.1 million). The decrease in
administrative expenses was mainly due to implementing
cost control measures in 2018 as compared with in 2017.

Finance costs

Finance costs in the first half of 2018 were increased by
HK$58.8 million, or 37.9%, to HK$214.0 milion (2017:
HK$155.2 million). Increase in finance cost was mainly
due to increase in bank and other borrowings balance and
overdue interest provision during the period.

Loss before income tax

As a result of the factors discussed above, the loss before
income tax for the six months ended 30 June 2018 was
HK$235.4 million (2017: HK$287.3 million). The Group’s
loss before income tax margin was 131.6% (2017:
191.2%). The earnings before interest, tax, depreciation
and amortisation (EBITDA) margin was 5.7% (2017:
loss before interest, tax, depreciation and amortisation
(LBITDA) margin 61.2%).
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Income tax expense

The applicable Hong Kong profits tax rate of the Company
and its subsidiaries which operate in Hong Kong is 16.5%
based on existing legislation. The entities within the Group
which operate in the PRC are subject to corporate income
tax at rate of 25% for the period ended 30 June 2018.

Loss for the period and loss attributable to
shareholders

As a result of the factors discussed above, the Group’s
loss for the period was HK$235.4 million (2017:
HK$287.3 million) and loss attributable to owners of the
Company during the period was HK$235.3 million (2017:
HK$287.1 million).

THBRES
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Key financial ratios FEBKER
Six months Year
ended ended
30 June 31 December
2018 2017
S HZE
—E-N\F —E—+F
Notes NA=+H +ZA=+—H
B EXEA FFE
Current ratio BN = 1 8% 9%
Inventory turnover days GFEAEAH 2 229 daysH 254 daysH
Debtor turnover days JE LB S 5 H 2R 3 76 daysH 92 daysH
Creditor turnover days FERRRCE A & 4 181 daysH 191 daysH
Interest cover BFE T EEH 5 -0.1 timesf& 0.4 timesf&
Interest-bearing gearing ratio FAFEBEARAELE 6 -240% -305%
Debt to EBITDA ratio £ (REREBITDALL & 7 2443 timesf§ -48.7 timesf&

Net debt/Capital and Fal ARE

net debt ratio FEELEX 8 132% 125%
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Notes:

il Current assets/current liabilities X 100%

2. Inventories/cost of sales X 181 days or 365 days

38 Trade receivables/turnover X 181 days or 365 days

4., Trade and notes payables/cost of sales X 181 days or 365 days
5% Profit before interest and tax/net interest expense

6. Interest-bearing loans and other borrowings (including

convertible bonds)/equity attributable to equity holders of the
Company X 100%

7. Interest-bearing loans and other borrowings (including
convertible bonds)/EBITDA

8. Net debt*/Capital and net debt X 100%

* Net debt included bank and other borrowings, convertible
bonds (the liability component), trade and notes payables and
other payables and accruals less cash and cash equivalents
and pledged time deposits.

Property, plant and equipment

Property, plant and equipment as at 30 June 2018
mainly comprised plant and machinery. The decrease in
balance by HK$15.5 million or 3.6% to HK$413.4 million
(2017: HK$428.9 million) was mainly attributable by the
depreciation charge for the period.

Intangible asset

The intangible asset solely represents the unamortised
amount of the EOA from Yiwan secured by the Group in
May 2007.

Inventories

The inventory turnover days were decreased from
254 days in 2017 to 229 days in 2018. As at 30 June
2018, inventories balance was decreased by HK$43.0
million, or 24.0%, to HK$136.4 million (2017: HK$179.4
million). Decrease in inventory balance was mainly due to
management’s effort to reduce the inventory level.
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Trade receivables

The trade receivables balances were decreased by
HK$0.1 million, or 0.1%, to HK$74.8 million (2017:
HK$74.9 million).

Prepayments, deposits and other receivables

As at 30 June 2018, prepayments, deposits and other
receivables balances were increased by HK$7.6 million, or
6.7%, to HK$119.6 million (2017: HK$112.0 million).

Cash and cash equivalents and pledged time
deposits

The aggregate amount of cash and cash equivalents
and pledged time deposits decreased by approximately
HK$16.4 million, or 81.5%, to HK$3.7 milion as at 30
June 2018 (2017: HK$20.1 million). The decrease in cash
is mainly due to decrease in short term borrowings during
the period.

Trade and notes payables

The creditor turnover days decreased from 191 days in
2017 to 181 days in 2018. As at 30 June 2018, trade
and notes payables balance were decreased by HK$26.8
million, or 20.0%, to HK$107.6 milion (2017: HK$134.4
million). The trade payables are unsecured, interest-free
and are normally settled on terms of 60 to 180 days while
the bank bills are generally on terms of 90 to 180 days.

Convertible bonds
There was no conversion or repayment of the convertible
bonds during the period.

Bank and other borrowings

As at 30 June 2018, total bank and other borrowings
balance were decreased by HK$37.9 million, or 1.5%, to
HK$2,455.9 million (2017: HK$2,493.8 million). Decrease
in the bank and other borrowings was mainly due to
repayment, partially netted off by new addition during the
period.
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Liquidity, going concern and capital resources
During the six months ended 30 June 2018, the Group
incurred a loss of approximately HK$235.4 million
and had a net operating cash inflow of approximately
HK$9.7 million. As at 30 June 2018, the Group’s had a
shareholders’ deficit of HK$1,042.3 milion and current
liabilities exceeded its current assets by HK$4,000.5
million. The Group’s borrowings to the extent of
HK$2,502.7 million were either overdue or due for
immediate repayment. The cash and cash equivalents
of the Group amounted to HK$3.7 million as at 30 June
2018.

Following the Export Ban which has substantially affected
the cash generating ability from operations of the Group,
a series of remedial measures to mitigate the liquidity
pressure were taken in 2018 to improve its financial and
liquidity position of the Group, details of which are set
out in the Board’s consideration — Mitigation measures
to going concern issue of this interim report. Please also
refer to the details regarding uncertainties on the going
concern of the Group as stipulated in the section headed
“Going concern” in Note 2.1 to the interim condensed
consolidated financial information.

The Group’s working capital has been principally sourced
from cash generated from operations and from long-term
and short-term borrowings.

As at 30 June 2018, the Group had current liabilities of
HK$4,334.9 million, of which HK$2,455.9 milion were
bank and other borrowings repayable within one year,
overdue or due for immediate repayment and HK$1,716.0
million were other payables and accruals.

Interest rate risk

The Group’s bank borrowings mainly bear floating
rates. The Group has implemented certain interest rate
management which includes, among the others, closely
monitoring of interest rate movements and refinancing
on existing banking facilities or entering into new banking
facilities when good pricing opportunities arise.
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Foreign currency risk

The Group’s purchase and sales for the period are
mainly denominated in Renminbi (‘RMB”). As at 30 June
2018, the bonds were denominated in Hong Kong dollar
(“HK$”) while bank and other borrowings were mainly
denominated in RMB, and other assets and liabilities of
the Group are mainly denominated in RMB.

As at 30 June 2018, the Group did not enter into any
hedging transactions to manage the potential fluctuation
in foreign currency as the Directors considered the Group
had no significant foreign currency risk. However, the
Group will closely monitor the foreign currency risk and
consider using necessary financial instruments for hedging
purposes if they foresee the foreign currency risk is
significant.

Material acquisitions and disposals of
investments

The Group did not undertake any material acquisitions or
disposals of investments during the period under review.

CONCLUSION AND PROSPECTS

The first half of 2018 continues to be a challenging year
full of uncertainties for both the PRC steel market and the
Group. The over-supply situation had not fundamentally
improved amid the increasingly fierce competition
between similar products in the steel market although the
PRC government started to implement certain solutions
to mitigate the over-supply situation affecting the iron
and steel market. During the period, despite the recent
rebound of the PRC steel market, the steel price was
persistently weak but fluctuated. In addition, Export Ban
which was implemented in early 2014 by the relevant
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governmental authorities of Indonesia has continuously — RIEERERKEAREE -

casted significant doubt on the Group’s financial

performance and cash flows in 2018.
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Management Discussion and Analysis

EEHBRRE S

Following the confirmed orders, indicative orders and
framework agreements obtained from customers since
2016, the continuous development of the high strength
stainless structural special steel products by the Group
and the success of launching market strategies which
would generate higher margin and be less affected by
macro-economic environment for household, electricity,
communications, photovoltaic and animal husbandry
uses, we foresee the Group will launch various new
products to the higher margin market in the near future.

We also expect the economy of the PRC will continue its
healthy growth and the demand for and profitability of the
stainless steel products will rebound in the foreseeable
future.

In the longer term, we expect the PRC will continue its
modernisation and urbanisation that the demand of high
quality special steel products for public infrastructure
and equipment manufacturing will increase steadily. This
definitely will bring enormous business opportunities for
our Group.

We believe that after the technology industrialisation and
modernisation of special steel products, the Group will
have a stronger competitive advantage in the industry as
well as the new market segments.

In view of the continuing readjustment of the business
operations and the proposed financial restructuring of
the Group, we are confident that the Group will have a
stronger position in the industry as well as in the special
steel products market.
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Interim Condensed Consolidated Income Statement

PHIERHGESRRR

For the six months ended 30 June 2018
BE—ZT— \FRA=1+HIE~MEA

Six months ended 30 June

BEANA=1TRHILLAEA

2018 2017

—E-N\F —T—+F

Notes HK$’000 HK$'000
Bt 5 FHET FHT
(Unaudited) (Unaudited)

(RBER) (RIEERZ)

Revenue & 5 178,887 150,276
Cost of sales SHE KA (107,837) (145,818)
Gross profit EF 71,050 4,458
Other gains/(losses), net Hi&F (EE)
HER 5 1,907 (17,520)
Selling and distribution costs SHE RO KA (708) (802)
Administrative expenses TR (93,701) (116,086)
Finance income BE WA 7 60 99
Finance costs Bh & B AR 7 (214,032) (155,237)
Other expenses Hunp - (2,202)
Loss before tax FRB AT 1B 6 (235,424) (287,290)
Income tax expense Fristif 8 - =
Loss for the period BMREE (235,424) (287,290)
Attributable to: BR:
Owners of the Company ZN/NGIE =N (235,322) (287,095)
Non-controlling interests e = (102) (195)
(235,424) (287,290)
Loss per share attributable to 7~ S # & A 1L
owners of the Company BRER
— Basic (HK dollar) - E A (BT 10 (0.08) (0.09)
— Diluted (HK dollar) -84 (8n) 10 (0.08) (0.09)

The notes on pages 43 to 129 form an integral part of this 843 129E [ff £ A AN HAS B4R & BF
interim condensed consolidated financial information. AR B E S ©
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Interim Condensed Consolidated Statement of Comprehensive Income

FHEHGE2ERER

For the six months ended 30 June 2018
BE—ZT— \FA=1+HI~EA

Six months ended 30 June

BEAA=TRHILAEA

2018 2017
—ZE-N\F T —+tF
HK$’000 HK$'000
FET FHIT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Loss for the period HMAEE (235,424) (287,290)
Other comprehensive Hih 2wk (Fi8)
income/(loss)
Item that may be subsequently AEERRBEEFT HHE
reclassified to profit or loss B 2 HEH
Exchange differences on translation of EIME & HEIFTE
foreign operations N =5 25,923 (36,590)
Other comprehensive income/ HARBEEMEZE
(loss) for the period, net of tax W (E5E) 25,923 (36,590)
Total comprehensive loss HAREHEEEE
for the period (209,501) (3283,880)
Attributable to: BR:
Owners of the Company ZN/NGIE =N (209,406) (323,718)
Non-controlling interests IR = (95) (162)
(209,501) (3283,880)

The notes on pages 43 to 129 form an integral part of this
interim condensed consolidated financial information.
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Interim Condensed Consolidated Statement of Financial Position

PHAM R & M IR &

As At 30 June 2018
R=—ZF-—N\FXA=+H

30 June 31 December
2018 2017
—ZE-N\F —T—+F
ANA=+H +=ZA=t+—H
Notes HK$’000 HK$'000
Bt FHE T FHET
(Unaudited) (Audited)
(REER) (%)
ASSETS BE
Non-current assets FREBEE
Property, plant and equipment 1%« BiE K& & 11 413,428 428,917
Prepaid land lease payments TS b T EFRIE 167,834 171,610
Intangible asset BmRE 12 2,384,543 2,384,543
Other non-current assets HibIEmB & E 1,516 1,531
2,967,321 2,986,601
Current assets REBEE
Inventories T8 13 136,352 179,392
Trade receivables FEUER R 14 74,800 74,906
Prepayments, deposits and TET IR Tzizﬂ'z
other receivables H i B U FR T 15 119,582 112,023
Pledged time deposits E ?ﬁﬁfiﬁﬂﬁ%‘ﬂ 16 25 25
Cash and cash equivalents BHekReFED 16 3,690 20,046
334,449 386,392
Total assets HmEE 3,301,770 3,372,993
EQUITY =
Capital and reserves ARAREE ARG
attributable to owners BARFE
of the Company
Share capital &N 21 308,813 308,813
Reserves i (1,350,635) (1,141,229)
(1,041,822) (832,416)
Non-controlling interests R ER (451) (356)
Total shareholders’ deficit R SRS AL 4 KR (1,042,273) (832,772)

Interim Report 2018

Nickel Resources International Holdings Company Limited 39



Interim Condensed Consolidated Statement of Financial Position

PRI & MR &

As At 30 June 2018
R—F-—N\FXA=+A

30 June 31 December
2018 2017
—E-N\EF —E—+F
RAA=+H +=ZA=1+—~H
Notes HK$’000 HK$'000
M FERT FHIT
(Unaudited) (Audited)
(REER) (&%)
LIABILITIES 8E&
Non-current liabilities kRBERE
Other long term payables Hfth = HAFE T 3B 7,854 7,932
Deferred tax liabilities BEHIBAE 1,277 1,288
9,131 9,220
Current liabilities REBAE
Trade payables FETER K 17 104,842 133,008
Notes payables FEREE 17 2,715 1,436
Other payables and accruals H b FE IR
Ertaf 18 1,715,959 1,512,790
Bank and other borrowings RITREMEESE 19 2,455,933 2,493,776
Convertible bonds ARRES 20 46,775 46,775
Derivative financial instruments ~ $T4 4/ T A 20 - —
Tax payable FERRIIE 8,688 8,760
4,334,912 4,196,545
Total liabilities weE 4,344,043 4,205,765
Total equity and liabilities EEREEAE 3,301,770 3,372,993

The notes on pages 43 to 129 form an integral part of this

interim condensed consolidated financial information.
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Interim Condensed Consolidated Statement of Changes in Equity

PHIEHGSESEER

For the six months ended 30 June 2018
BE—ZT— \FRA=1+HI~MEA

Attributable to equity holders of the Company

FAARBREARE
Share Non-
Share Share  Contributed Capital ~ Statutory option  Exchange Accumulated controlling
capital  premium surplus reseve  reserves reserve reserve losses  Sub-fotal  interests Total

BA KRR RABM  RARRE  iRRR MEEGE  EXGR  RMER Mt FERER it

HKS 000 HK$'000 HKS000 HKS 000 HK$'000 HKS000 HKS'000 HKS 000 HKS'000
(Unaudited) (REEH)
Forthe sx months ended 30 dune 2018 BE-8-NEAAZTRLAEA
At January 2018 R=®-NE-5-8 WS SWTOM 4SBT WA AN (1B (832416) o5 2
Loss for the period - - - - - - - (3532 (285322 (102 (235424
Other comprehensive income for the period: A
Exchange iferences on ransaton of BMIERRAEELZE
foreign operafions. - - - - - - 25916 - 2916 7 25923
Total comprehensive income/loss) BR2ENE/ (B8)8H
for the period o o o o o - Be6 (R (209406 5 oS0
At30 June 2018 R=8-NFAAZ1H 308813 328701 4514 115,807 89 3409 465764 (5343080  (1,041,822) (451)  (1,042,273)
(Unaudited) (#E840)
For the sx months ended 30 June 2017~ BE-F-+ERA=TALARA
At1 January 2017 H-% 32101 47514 15807 89774 3387 531451 (4636286 (268,463 6,006 262,457
Loss for te perod § = = = = = = = (287,005 (267,09 (19 (87290
Other comprefensive fossyincome for e period: S 82 () /s
Exchange iferences on ransaton of BMIERRARES
foreign operations = = = = = = (36,628 = 36,628 3 36,59)
Total comprehensive loss for the period Br2EFELE = = - - - = (36628 (287,09 (323718 (162 (323880

Equity-seted share-based compensation
expense

Total transactions with owners

At30 June 2017 R=®-tERAZ1A 06818 3287011 4514 116,807 89,774 3409 4488 (4928381 P19 584 (86319

The notes on pages 43 to 129 form an integral part of this ~ 2843E120E Mzt A4 HIE R4 &8
interim condensed consolidated financial information. BERBHBKE D ©
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Interim Condensed Consolidated Statement of Cash Flows

PHIEHGERERER

For the six months ended 30 June 2018
BE—ZT— \FA=1+HI~EA

Six months ended 30 June

BEAA=TRHILAEA

2018 2017
—ZE-N\F T —+tF
HK$’000 HK$’000
FHET FHET
(Unaudited) (Unaudited)

REFE)  REER)

Cash flows from RETHZHERE

operating activities
Net cash flows generated from KEEBEE

operating activities RemEF5H 9,737 14,108
Cash flows from REZHZHERE

investing activities
Interest received BEFIE 60 99
Decrease in pledged time deposits B IR E BFEFOR D - 1,725
Net cash flows generated from REFHEEZ

investing activities REnEFHE 60 1,824
Cash flows from METBHZRESRE

financing activities
Addition of bank and FIBRITREAMEE

other borrowings 63,236 37,512
Repayment of bank and other EHERTREMEE

borrowings (84,018) (28,154)
Interest paid EHE (6,056) (28,843)
Net cash flows used in financing BMEEEBMAZ

activities HeREFH (26,838) (19,485)
Net decrease in cash and ﬁﬁ&ﬁﬁ%ﬁfmz

cash equivalents W F (17,041) (3,553)
Cash and cash equivalents at ﬁﬂ%ﬂzfﬁﬁ kRE

beginning of period Z£EY 20,046 20,143
Effect of foreign exchange rate N #E s 8%

changes, net 685 524
Cash and cash equivalents at HRZEERAS

end of period £EY 3,690 17,114
Analysis of balances of cash ReRREZEY

and cash equivalents AW
Cash and bank balances (Note 16) IR <& RIEIT4HH

(FizE16) 3,690 17,114

F43%1 QQEWE?—%ZKEP EARGRRAR & B
BERKER LD

The notes on pages 43 to 129 form an integral part of this
interim condensed consolidated financial information.
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Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

GENERAL INFORMATION

Nickel Resources International Holdings Company
Limited (the “Company”) was incorporated as
an exempted company with limited liability in the
Cayman Islands on 11 March 2004 under the
Companies Law, Chapter 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands.
The registered office of the Company is located
at Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman Islands.
The principal place of business of the Company
and its subsidiaries (collectively referred as “the
Group”) is located at No.7, Block F, Runhua
Business Garden, No. 24 Jinshui Road, Jinshui
District, Zhengzhou City, Henan Province, the
People’s Republic of China (the “PRC”), 450012.
The principal place of business of the Company
is located at Room 1705, West Tower, Shun Tak
Centre, 168-200 Connaught Road Central, Hong
Kong.

The principal activity of the Company is investment
holdings. The Group is principally engaged in the
manufacturing, sub-contracting and sale of iron
and steel products in the PRC and the trading
of ore. The Company’s shares are listed on the
Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

In the opinion of the directors of the Company (the
“Directors”), Easyman Assets Management Limited
(“Easyman”), a company incorporated in the British
Virgin Islands and wholly owned by Mr. Dong
Shutong (“Mr. Dong”), an Executive Director, is the
ultimate holding company of the Group.

The interim condensed consolidated financial
information for the six months ended 30 June
2018 is unaudited and has been reviewed by the
audit committee of the Company. This interim
condensed consolidated financial information is
presented in Hong Kong dollar (“HK$”), unless
otherwise stated, and has been approved for issue
by the board of directors on 30 August 2018.
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Notes to Interim Condensed Consolidated Financial Information

R AR B 5 & Bt 35 5 LB R
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44

BASIS OF PREPARATION

This interim condensed consolidated financial
information for the six months ended 30 June
2018 has been prepared in accordance with
International Accounting Standard (‘IAS”) 34,
“Interim financial reporting” and the disclosure
requirements of the Rules Governing the Listing of
Securities on the Stock Exchange.

This interim condensed consolidated financial
information does not include all the information
and disclosures required in the annual financial
statements, and should be read in conjunction with
the Company’s annual financial statements for the
year ended 31 December 2017, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRS”), and any public
announcement made by the Company during the
interim reporting period.

2.1 Going concern
In preparing this interim condensed
consolidated financial information for the six
months ended 30 June 2018, the Directors
have considered the future liquidity of the
Group.

During the six months ended 30 June
2018, the Group incurred a net loss of
HK$235,424,000. As at 30 June 2018,
the Group had a shareholders’ deficit
of HK$1,042,273,000 and net current
liabilities of HK$4,000,463,000 and the
Group’s total borrowings amounted to
HK$2,505,423,000 which comprised bank
and other borrowings, convertible bonds
and notes payables of HK$2,455,933,000,
HK$46,775,000 and HK$2,715,000,
respectively as at 30 June 2018. Cash and
cash equivalents of the Group amounted to
HK$3,690,000 as at 30 June 2018.
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Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
Going concern (continued)

As at 30 June 2018, the Group’s borrowings
to the extent of HK$2,502,708,000 were
either overdue or due for immediate
repayment despite the original contractual
repayment dates of some of these
borrowings are beyond twelve months after
30 June 2018. This is mainly because:

2.1

Interim Report 2018

on 19 December 2014, the Group
failed to make interest payment
totaling HK$16,108,000 under the
relevant terms and conditions of
its Modified 10% Coupon Bonds,
12% Coupon Senior Bonds and
8% Coupon Convertible Bonds
(together the “Bonds”), details of
which are disclosed in Notes 19
and 20. This constituted an event of
default under the respective terms
of the Bonds. Up to 30 June 2018,
the Group failed to pay interest
payment of the Bonds in aggregate
of HK$180,591,000. As a result, the
outstanding principal amounts of
the Bonds totaling HK$466,165,000
(2017: HK$466,165,000) became
immediately due and payable
(subject to the terms and conditions
as stipulated in the Note 19(i) below),
out of which the 12% Coupon Senior
Bonds of HK$390,990,000 (2017:
HK$390,990,000), are with original
contractual repayment date within
the 2nd half of 2018;

2 figﬁnﬁ)
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Notes to Interim Condensed Consolidated Financial Information

R AR B 5 & Bt 35 5 LB R
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BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

(ii) as at 30 June 2018, a secured bank
loan of HK$99,573,000 due within
one year also contains a repayment
on demand clause;

(iii) as at 30 June 2018, other loans to
the extent of HK$237,220,000 had
become overdue;

(iv) other borrowings to the extent of
HK$301,373,000 were overdue and
HK$388,563,000 were on repayable
on demand terms;

SRERERZERAR AT

(i)

(i)

(v)

mREE ()
HEEE (|

RZE—NEX
A=+8 ®—
FRIHBBMAE

EHRTERK
99,573,000/ 7T

MEERERE
BIER

R —N\F
NA=Z+8"
237,220,0005% 7T
REH M ERE &
a2y

301,373,0005% 7T
B H fih & 5K E 8
#7 }2.388,563,000
BT ARREX
B BGRATAR

“ER - N\Fh#wmE



Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

V)

Interim Report 2018

the Group has obtained a 3-year
syndicated loan of approximately
RMB498 million (equivalent to
HK$556,859,000) in January
2016 from a syndicate of banks
in the PRC (i) to replace certain
outstanding bank loans and
notes payable of the Group as
at 31 December 2015 to the
extent of RMB268,620,000 and
RMB79,737,000, respectively
with the syndicated loan of the
same amount; and (i) to provide
additional loan facilities to the
Group as working capital for an
amount of RMB150,000,000 (the
“New Facilities”) for a 3-year term.
The New Facilities have been
fully drawn down during the year
ended 31 December 2016. The
syndicated loan is secured by certain
property, plant and equipment and
prepaid land lease payments of
certain subsidiaries of the Group.
However, the Group failed to fulfil
certain undertakings and restrictive
covenant requirements under
these syndicated loan facilities
upon signing the syndicated
loan agreement. As a result, the
outstanding amount of the 3-year
syndicated loan of HK$589,146,000
became immediately due and
payable as at 30 June 2018; and
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Notes to Interim Condensed Consolidated Financial Information

R AR B 5 & Bt 35 5 LB R
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48

BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

(V)

the Group has obtained an
unsecured 3-year loan facility
from a PRC bank for an amount
of RMB360 million (equivalent to
HK$430,674,000) (the “Unsecured
Loan Facility”) in June 2016. As
at 30 June 2018, approximately
RMB355 million (equivalent
to HK$420,668,000) (2017:
HK$424,292,000) of the Unsecured
Loan Facility has been drawn down.
However, the Group failed to fulfil
certain undertakings and restrictive
covenant requirements under this
Unsecured Loan Facility upon
signing the loan agreement. As a
result, the outstanding amount of
this loan of HK$420,668,000 was
immediately due and payable as at
30 June 2018.
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Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)

2.1

Interim Report 2018

2 RWEX(#)

Going concern (continued) 21 BHEKE (&)
Together with the accrued interest ERRZZE-NER
for borrowings to the extent of A=+tBEAHAM
HK$1,088,562,000 as at 30 June 2018 & 5 5R0IR K JE 5t R IR
included in other payables and accruals, PTHREHBEERNS
the aggregate borrowings and interest that 1,088,562,000/% 7t * 1A
were either overdue or due for immediate —E-\FXA=tH"
repayment amounted to HK$3,591,270,000 B 8 AR EEN
as at 30 June 2018. BERERAEMNSEH®
£3,591,270,0007% T °

In addition, the Company and a subsidiary BESN - AN B e — T B
are parties to various legal claims as AR B M FE24FT F L H
detailed in Note 24. SIRERRRNEEA-
The aforementioned conditions indicate the FHlARRBEREFEEEKXR
existence of material uncertainties which THAEER @A E
may cast significant doubt on the Group’s ERFEKENENEE
ability to continue as a going concern such BEARE ERALEESK
that it may not be able to realise its assets MEATEREEBBARESP
and discharge its liabilities in the normal HEEEZRREERR
course of business. afge
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BASIS OF PREPARATION (continued)

2.1

Going concern (continued)

In view of such circumstances, the
directors of the Company have given
careful consideration to the future liquidity
and performance of the Group and its
available sources of financing in assessing
whether the Group will have sufficient
financial resources to continue as a going
concern. Certain measures have been taken
to mitigate the liquidity pressure and to
improve its financial position which include,
but not limited to, the following:

1) On 5 March 2016, the Company
and a potential investor (the
“Potential Investor” or “Subscriber”)
entered into a share subscription
agreement to subscribe for a total of
1,465,898,410 new ordinary shares
of the Company at a subscription
price of HK$0.1876 per share
(the “Subscription Shares”), with
proposed gross proceeds totalling
approximately HK$275 million (the
“Subscription”), subject to certain
conditions precedent which, among
others, include the following:

. approval from the
Company’s shareholders, or
independent shareholders
when appropriate, for (i)
allotment and issuance of
the Subscription Shares;
(i) a Whitewash Waiver;
and (i) a Special Deal (as
defined hereunder), at the
extraordinary general meeting
of the Company (“EGM”);
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AR B iR S M I R P

2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)
(continued)

(1)

Interim Report 2018

REEYE (F)
21 HEKLYE (|
(OG-

Whitewash Waiver being . BEBFE
granted by The Securities kHE =
and Futures Commission of BERE
Hong Kong (“SFC”) in respect Be ([#
of any obligation of the Egl)
Subscriber and parties acting REH R
in concert with it to make a H— 817
mandatory general offer in g ATH
cash for all the issued shares EARE
and other relevant securities TBEAR
of the Company not already E =
owned (or agreed to be R E
acquired) by the Subscriber 18 7] gt 3
and parties acting in concert BAEHR
with it which might otherwise a7 RA
arise as a result of the —H1TH
Subscription; =N
%A (%A

U |

AN R AR

BB ®T

iR 15 & H

ftb A B8 &

%512 M &

Hl%2m

WEBH
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BASIS OF PREPARATION (continued)
Going concern (continued)
(continued)

2.1

)

the consent from the SFC
for repayment to any creditor
who is a shareholder of the
Company using the proceeds
from the Subscription under a
proposed debt restructuring
as mentioned below (the
“Special Deal”);

approval of resumption of
trading of the Company’s
shares, and listing of the
Subscription Shares from the
Stock Exchange; and
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SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)
(1) (continued)

Interim Report 2018

completion of a debt
restructuring by the
Company by way of the
“Schemes” (Note) (the “Debt
Restructuring Proposal”).
The debt restructuring refers
to a plan for restructuring
of the indebtedness of the
Company which involves,
among other things: () the
reduction and cancellation
of the outstanding principal
amount of the Bonds by at
least 80%; (i) the reduction
and cancellation of all the
outstanding accrued interests
of the Bonds; (i) the release
and discharge of all security
collateral provided in relation
to the 12% Coupon Senior
Bonds and the 8% Coupon
Convertible Bonds; and (iv)
the reduction and cancellation
of all other indebtedness and
contingent liabilities of the
Company as referred to in the
Debt Restructuring Proposal,
by at least 80%.

2 RWEX(#)

21 HELE (H)
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BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

)

(continued)

In respect of the above, the
Company appointed a financial
advisor and debt restructuring
scheme advisor to facilitate the
Subscription and Debt Restructuring
Proposal.

At the meetings of the holders of the
12% Coupon Senior Bonds and the
8% Coupon Convertible Bonds held
on 21 June 2016 and 6 July 2016,
respectively, separate extraordinary
resolutions (“Extraordinary
Resolutions”) were passed and
resolved, among others, to approve
the Debt Restructuring Proposal,
not to enforce any security of the
Bonds until approval of the Schemes
and release the security as required
under the Schemes following the
Schemes becoming effective, vote
the entire principal amount in favour
of the Schemes at the meetings of
the Schemes, waive any event of
default or potential event of default
which might or has occurred and not
to demand repayment of any amount
due under the Bonds.

Following the passing and
effectiveness of the Extraordinary
Resolutions by 6 July 2016, the
Company is preparing the necessary
documents to submit to the
courts for the relevant creditors’
approval and court sanction for the
Cayman Scheme and the Hong
Kong Scheme under the Debt
Restructuring Proposal.
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

(1)

Interim Report 2018

(continued)

The Company is also actively
negotiating with other creditors of
the Company for the execution of
the Debt Restructuring Proposal.

Note:

The proposed scheme of arrangement
pursuant to Section 86 of the Companies
Law (2007 Revision) of the Cayman lIslands
between the Company and the creditors
under such scheme (the “Cayman Scheme”)
and the proposed scheme of arrangement of
pursuant to Sections 670, 673 and 674 of the
Companies Ordinance (Chapter 622 of the
Laws of Hong Kong) between the Company
and the creditors under such scheme (the
“Hong Kong Scheme”), collectively are
referred to as the “Schemes”.

In relation to the secured bank loan
of HK$99,573,000 due within one
year which contains a repayment on
demand clause, the Group is actively
negotiating with the bank for waiver
of the relevant clause and renewal of
the loan.

2 mEEE(H)
21 FEEE (8
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BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

(©)

In relation to the syndicated bank
loan and the bank loan under the
Unsecured Loan Facility to the
extent of HK$589,146,000 and
HK$420,668,000, respectively, the
Group is actively negotiating with the
respective banks for the waiver of
the breach of the undertaking and
restrictive covenant requirements;
and the renewal of these loans,
for which HK$589,146,000 and
HK$139,085,000 respectively, are
contractually due for repayment
within twelve months as at 30 June
2018.
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

()

Interim Report 2018

On 21 January 2013, the Group
entered into a non-binding
framework agreement with Beijing
Wincapital Management Co., Ltd.
(“Beijing Wincapital”) in relation to
the disposal of a 30% equity interest
in S.E.A. Mineral Limited (“SEAM”),
a wholly-owned subsidiary of the
Group. The aggregate disposal
consideration is expected to be
approximately US$150 million
(approximately HK$1,170 million).
The proposed transaction is yet
to complete and no formal sales
and purchase agreement has been
entered into up to the date of
approval of the interim condensed
consolidated financial information.
Longer than expected time was
spent on negotiation of the detailed
terms and conditions because of
the rapid change in operating and
regulatory environment of SEAM
since the framework agreement

2 mBEE (&)
21 HELE (H)
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A=-+—R &%
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X¥REBBRAA
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VEBHEAE
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AI([EFEE])
30% A% 7S 1 25 1Y
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L) cHEEFH
ERGRE KA
R ERE] - ILIE
BERSE AT
B IR TS AEAA
FREEHRZE -8
EXBZEEER
HREEEED
mERRERE
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was signed. The Group is currently S 6 R I (& 14 4
negotiating with Beijing Wincapital & FTFE R TR
to modify the structure and detailed MR -AEEBA
terms of the disposal on equity 1F B3 3F 5 B8 & B
interest in SEAM. EmiER It ERNE
IR AR
B 28 18 I A& 1 48
&fi o
In connection with the proposed RUHEEZRLE
disposal, Beijing Wincapital arranged EEME R
certain loan finance to the Group ERATEERLR
(“Financing Loans”), which can be FETEXRRE
settled by offsetting against the (I@mEeExR])-
disposal consideration should the fMEZELEEE
proposed disposal be completed, FUATER  BEE
details of which are disclosed in RAEEELE
Note 19(d). KBS FER
B 51 9(dl) 35 5%
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BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

@

(continued)

During the year ended 31 December
2017, a loan arranged by Beijing
Wincapital of RMB200,000,000
(equivalent to HK$239,263,000) has
been novated to Henan Pingyuan
Holding Group Co., Ltd (57 F
RiEEREBERKRG AR QA or
“Pingyuan”), details of which are
disclosed in Notes 19(d) and 19(f).

As at 30 June 2018, the outstanding
Financing Loan amounted to
approximately RMB200,000,000
(equivalent to HK$237,220,000)
was overdue for repayment. Up
to the date of approval of interim
condensed consolidated financial
information, the Group has not
received any letter from the lender
demanding for repayment of this
loan. Management is currently
negotiating with the relevant parties
to formally extend the repayment
of this borrowing to facilitate
the completion of the proposed
disposal. Management believes
that with bona fide intention for
all relevant parties, the proposed
disposal will be completed and the
Group will be able to offset this
borrowing against the disposal
consideration.
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

)

Interim Report 2018

(continued)

On 11 March 2018, the Group
entered into a sale and purchase
agreement with Mr. Sun Gang (“Mr.
Sun”), who is also a substantial
shareholder of Pingyuan, pursuant to
which the Group agreed to sell 7%
equity interest in SEAM to Mr. Sun at
a consideration of RMB210,000,000
(equivalent to approximately
HK$249,081,000) conditional upon,
amongst others, obtaining approval
from shareholders of the Company
at an extraordinary general meeting
and resumption of trading of the
Company’s shares.

Apart from the borrowings
mentioned in (1) to (4) above, the
Group had other borrowings from
certain related parties of the Group,
the Potential Investor, related parties
of the Potential Investor and other
third parties of HK$88,624,000,
HK$294,152,000, HK$252,533,000
and HK$53,807,000, respectively
that were either overdue or due
for immediate repayment as at 30

2 RWEXE(#E)
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June 2018. The Group has been 77t 853,807,000
actively negotiating with the lenders BT RZE-N
for the renewal and extension EXNA=+TRHE
of the repayment dates of these [EFal- i b kv
borrowings, of which an extension BIER - AEE—
of the repayments of the borrowings EEBEREA
from related parties of the Potential EEREERTER
Investor for a term of 2 years is ZEBEMER
currently under discussion. HE - BATERE
A EERE
EHMBEERNE
BEXBHTER?

o
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BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

©

The Group is also negotiating
with various financial institutions
and identifying various options for
financing the Group’s working capital
and commitments in the foreseeable
future, including identification of
potential investors to invest in
various projects undertaken by the
Group.

The Group is also maximising its
sales effort, including speeding up of
sales of its existing inventories and
seeking new orders from overseas
markets or new customers on
developed new products, exploring
new business opportunities and
implementing more stringent cost
control measures with a view to
improving operating cash flows.
During the six months ended 30
June 2018 and up to the date of
approval of this interim condensed
consolidated financial information,
the Group has also engaged in
providing sub-contracting services to
external customers and continues to
receive new sales orders for its iron
and steel products from independent
third party customers. Management
believes that the Group will be able
to record a significant increase
in revenue in the coming twelve
months after the reporting period.
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Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

BASIS OF PREPARATION (continued)

Going concern (continued)

8) The Group has engaged legal
advisors to handle all claims and
disputes as detailed in Note 24 to
the interim condensed consolidated
financial information. In preparing
this interim condensed consolidated
financial information, the directors
have also obtained advice from
legal advisors on these matters
and, based upon which, are of the
view that the Group will be able to
resolve those outstanding claims and
disputes, with no significant cash
outflows in the next twelve months.

The directors have reviewed the Group’s
cash flow projections prepared by
management that covered a period of not
less than twelve months from the end of the
reporting period and considered that, taking
into account the above-mentioned plans
and measures, the Group will have sufficient
working capital to finance its operations and
to meet its financial obligations as and when
they fall due within the next twelve months
from the end of the reporting period, and
therefore it is appropriate to prepare the
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interim condensed consolidated financial BE -
information on a going concern basis.
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BASIS OF PREPARATION (continued)
Going concern (continued)
Notwithstanding the above, significant
multiple uncertainties exist as to whether
management of the Company will be able
to achieve its plans and measures as
described above. Whether the Group will be
able to continue as a going concern would
depend upon the Group’s ability to manage
its indebtedness, and generate adequate
financing and operating cash flows through:

2.1

O]

successful completion of the
issuance of the Subscription Shares
after fulfiling all conditions precedent
as detailed, but not limited to, above
and in particular by the successful
completion of the Debt Restructuring
Proposal;

successful negotiation with
the banks for the waiver of the
repayment on demand clause,
breach of the undertaking and
restrictive covenant requirements,
and the renewal of these loans
totalling HK$1,109,387,000 as at 30
June 2018;
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

©)

Interim Report 2018

successful negotiation with the
financiers to extend the repayment
date of a loan arranged by Beijing
Wincapital (see Note 19(d)) of
RMB200 million (equivalent to
HK$237,220,000) until completion of
the proposed disposal of interest in
SEAM under the above-mentioned
framework agreement at the
prescribed consideration and be able
to collect the disposal consideration
in full immediately upon completion
of the transaction after properly
offsetting the above-mentioned
borrowings of approximately
RMB200 million;

successful completion of the
disposal of 7% equity interest in
SEAM to Mr. Sun under the above-
mentioned sale and purchase
agreement at the prescribed
consideration and be able to
collect the disposal consideration
of RMB210,000,000 (equivalent to
HK$249,081,000) in full immediately
upon completion of the transaction;

successful negotiation with the
related parties of the Group, the
Potential Investor, related parties of
the Potential Investor and other third
party lenders for extension of their
relevant borrowings by maintaining
relationship with them such that no
action will be taken by these lenders
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BASIS OF PREPARATION (continued)

2.1

Going concern (continued)

6) successful negotiation with the
lenders for obtaining additional
new financing and other sources of
funding as and when required;

(7) successful implementation of its
operation plans described above to
control costs and generate adequate
operating cash flows; and

8 successful resolution of the
outstanding claims and disputes,
and without significant cash outflows
in the next twelve months.

Should the Group fail to achieve the above
mentioned plans and measures, it might not
be able to continue to operate as a going
concern, and adjustments would have to
be made to write down the carrying values
of the Group’s assets to their recoverable
amounts, to provide for any further
liabilities which might arise and to reclassify
non-current assets and non-current
liabilities as current assets and current
liabilities, respectively. The effects of these
adjustments have not been reflected in this
interim condensed consolidated financial
information.
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2 BASIS OF PREPARATION (continued)

2.2

Interim Report 2018

Accounting policies

The preparation of the interim condensed
consolidated financial information requires
management to make judgements,
estimates and assumptions that affect the
application of accounting policies and the
reported amounts of assets and liabilities,
income and expense. Actual results may
differ from these estimates. In preparing this
interim condensed consolidated financial
information, the significant judgements
made by management in applying the
Group’s accounting policies and the key
sources of estimation uncertainty were the
same as those that applied to the annual
financial statements for the year ended 31
December 2017.

The accounting policies used in the
preparation of the interim condensed
consolidated financial information are
consistent with those used in the annual
financial statements for the year ended 31
December 2017, except for the adoption
of new and amended standards as set
out below. Taxes on income in the interim
periods are accrued using the tax rate
that would be applicable to expected total
annual earnings.
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2

66

BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a

New and amended standards
adopted by the Group

A number of new or amended
standards became applicable for
the current reporting period and the
Group had to change its accounting
policies and make retrospective
adjustments, where relevant, as
a result of adopting the following
standards.

. IFRS 9 Financial Instruments,
and
o IFRS 15 Revenue from

Contracts with Customers

The impact of the adoption of these
standards and the new accounting
policy are disclosed below. The other
standards did not have any impact
on the Group’s accounting policies
and did not require retrospective
adjustments.
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SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a)

0

Interim Report 2018

2 mBEE (&)
22 EFBUR (#])

New and amended standards (a FEBERHZH
adopted by the Group TR A5 5T E R
(continued) (#)
The below explains the impact T X [ 1 B A B
of adoption of IFRS 9 Financial X B 75 3R 5 £ R
Instruments (“IFRS 9”) and IFRS FoORemMIE
15 Revenue from Contracts (TR B I R
with Customers (“IFRS 15”) on EAEIHK]) R
the Group’s interim condensed B B B 75 R a5 2E
consolidated financial information Al P&
and also discloses the new 2 Yz ([ BB BF
accounting policies that have been BmEERIE5
applied from 1 January 2018, where SR ARE B/
they are different to those applied in FEIRSRR AR A B
prior period. BEROZE.
WHEBEEBE -
—N\F—H—H
HEMRAAEBE
HEFMERET
BEFTE TR -
Accounting policies applied from 1 1] =
January 2018 H— HEFEF
BETHE
The changes in the accounting B BRENEY
policies and the effects of the K P 5| B #
resulting changes are summarised VR BT
below:
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2 BASIS OF PREPARATION (continued) 2 mRBERE (&)

2.2 Accounting policies (continued) 22 EFBE (#\)

(a) New and amended standards (@ FEBERHZH
adopted by the Group TR AN 5T E R
(continued) (#4&)

1] Accounting policies applied from 1 (i) E=-FE—/1F—
January 2018 (continued) A — H & JFE F 7

BEEE ()
(@  IFRS 9 Financial Instruments (@ WX B 7 R S %
Ao &R T A
Investments and other financial KREREMERE
assets BE
Classification SHE
From 1 January 2018, the Group BT - N\F—
classifies its financial assets in the A—H r&EHE
following measurement categories: KESHEER
BRUTFHESR
GlE
- those to be measured - H#EREAQ
subsequently at fair value A B8 &
(either through other 2(ERA
comprehensive income, or ftb 2 T W
through profit or loss), and = ok BB
B&m) &
- those to be measured at = LA 88 A
amortised cost. PN )
The classification depends on DERTESED
the entity’s business model for ERcREED
managing the financial assets and EBEARRS
the contractual terms of the cash A LESRTE ©
flows.
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2 BASIS OF PREPARATION (continued)

2 RWEX(#)

2.2 Accounting policies (continued) 22 EFBUR (#])

(a) New and amended standards (a FEBERHZH
adopted by the Group TR A5 5T E R
(continued) (#)

(i) Accounting policies applied from 1 1t E=-F—/1F—
January 2018 (continued) A— HEEHFR

BETECE ()
(@  IFRS 9 Financial Instruments @) PR Bf 7 R A
(continued) AlEoemI A
()
Investments and other financial RERHEMEF
assets (continued) BE (&)
Classification (continued) oK (E)
For assets measured at fair value, BIE RS EER
gains and losses will either be ENEEMmES -
recorded in profit or loss or other Wz & B 18 45 5
comprehensive income. For AB#mEMmE
investments in equity instruments HE U as o SR FEFE
that are not held for trading, this will EEEMRAL
depend on whether the Group has AERKREMmE -
made an irrevocable election at the AR T RERE
time of initial recognition to account NIRRT R
for the equity investment at fair BEH A HE
value through other comprehensive BRI ZIRE
income (“FVOCI"). BRERANEBE
FTAE fh 2 E UK
H([E2AEE
FFAE b2 E UK
) e
The Group reclassifies debt AEBEERER
investments when and only when its ZEBEMEL
business model for managing those BANERSTE
assets changes. HEBKEET
BN
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R AR B 5 & Bt 35 5 LB R

2 BASIS OF PREPARATION (continued) 2 mRBERE (&)

Financial assets with embedded
derivatives are considered in their
entirety when determining whether
their cash flows are solely payment
of principal and interest.

R AR AR

2.2 Accounting policies (continued) 22 EFBE (#\)

(a) New and amended standards (@ FEBERHZH
adopted by the Group TR AN 5T E R
(continued) (#4&)

Accounting policies applied from 1 E=-FE—/1F—
January 2018 (continued) A — H & JFE F 7
BEEE ()
IFRS 9 Financial Instruments B B 75 o 45 2
(continued) Bl E&mIT A
(&)
Investments and other financial RERHMEF
assets (continued) BE (&)
Measurement iE
At initial recognition, the Group EVATER R - A
measures a financial asset at its fair EEEAAEE
value plus, in the case of a financial (A 3EE A
asset not at fair value through profit nEEF AERE
or loss (“FVPL”), transaction costs (MEAarEES
that are directly attributable to the AR SE
acquisition of the financial asset. BE)KEcRE
Transaction costs of financial asset EREEEMGK
carried at FVPL are expensed in REGKAFTES
profit or loss. BEE - RANE
Bt ABEHE
MEENRK S K

A8 2 A 5 1E
R e

EHEEABBRA
ATETANS
BMEEMNRES R
EhEEXNEAE
RAMEE Bt
MEEMEEAE
TTEE -

“ER - N\Fh#wmE



Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued) 2 mBEE (&)
2.2 Accounting policies (continued) 22 EFBUR (#])
(a) New and amended standards (a FEBERHZH
adopted by the Group TR A5 5T E R
(continued) (#)
(i) Accounting policies applied from 1 1t E=-F—/1F—
January 2018 (continued) A— HEEHFR
BETECE ()
(@  IFRS 9 Financial Instruments @) PR Bf 7 R A
(continued) AlEoemI A
()
Investments and other financial RERHEMEF
assets (continued) BE (&)
Measurement (continued) irE (&)
Debt instruments EBFETA
Subsequent measurement of debt BEEIAMNEE
instruments depends on the Group’s FTERRRAE
business model for managing BEBEZBEEAE
the asset and the cash flow REBRERXRZ
characteristics of the asset. There HEENBR R
are three measurement categories 2R -AEEHIZ
into which the Group classifies its BUAT ==
debt instruments: FTREEBHBITH
BITOME:
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R AR B 5 & Bt 35 5 LB R

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a

U

2 EREBRERARAD A

New and amended standards
adopted by the Group
(continued)

Accounting policies applied from 1

January 2018 (continued)

IFRS 9 Financial Instruments
(continued)

Investments and other financial

assets (continued)

Measurement (continued)

Debt instruments (continued)

(1) Amortised cost
Assets that are held for
collection of contractual
cash flows where those
cash flows represent solely
payments of principal and
interest are measured at
amortised cost. Interest
income from these financial
assets is included in finance
income using the effective
interest rate method. Any
gain or loss arising on
derecognition is recognised
directly in profit or loss.
Impairment losses are
presented as separate line
item in the consolidated
income statement.

mBEE (&)
22 EFBE (#\)
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SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

New and amended standards

adopted by the Group

(continued)

Accounting policies applied from 1

January 2018 (continued)

(a)

Interim Report 2018

IFRS 9 Financial Instruments
(continued)

Investments and other financial
assets (continued)
Measurement (continued)

Debt instruments (continuea)

@

Fair value through other
comprehensive income

Assets that are held for collection
of contractual cash flows and for
selling the financial assets, where the
assets’ cash flows represent solely
payments of principal and interest,
are measured at FVOCI. Movements
in the carrying amount are taken
through other comprehensive
income, except for the recognition of
impairment gains or losses, interest
income and foreign exchange gains
and losses which are recognised
in profit or loss. When the financial
asset is derecognised, the cumulative
gain or loss previously recognised
in other comprehensive income is
reclassified from equity to profit or
loss. Interest income from these
financial assets is included in finance
income using the effective interest
rate method. Impairment expenses
are presented as separate line item in
the consolidated income statement.

2 mBEE (&)
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2

74

BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)
New and amended standards
adopted by the Group

(a

U

(@)

(continued)

Accounting policies applied from 1
January 2018 (continued)

IFRS 9 Financial Instruments

(continued)

Investments and other financial

assets (continued)

Measurement (continued)

Debt instruments (continued)
3 Fair value through profit or

loss

Assets that do not meet the
criteria for amortised cost
or FVOCI are measured
at FVPL. A gain or loss on
a debt investment that is
subsequently measured at
FVPL is recognised in profit or
loss in the period in which it

arises.
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SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a)

Y

Interim Report 2018

New and amended standards
adopted by the Group
(continued)

Accounting policies applied from 1
January 2018 (continued)

IFRS 9 Financial Instruments
(continued)

Investments and other financial
assets (continued)

Measurement (continued)

Equity instruments

The Group subsequently measures
all equity investments at fair value.
Where the Group’s management has
elected to present fair value gains
and losses on equity investments in
other comprehensive income, there
is no subsequent reclassification of
fair value gains and losses to profit
or loss following the derecognition
of the investment. Dividends from
such investments continue to be
recognised in profit or loss as other
income when the Group’s right to
receive payments is established.
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HAbUA o
Changes in the fair value of financial BARBERTA
asset at FVPL are recognised BEafemEE
in other gains/(losses) in the HNAREBEEZD
consolidated income statement as PEN N E T
applicable. Impairment losses (and (ZniE ) B E Aty
reversal of impairment losses) on Wz, (Ei8)h
equity investments measured at BR-EAREE
FVOCI are not reported separately FFAEMEEK
from other changes in fair value. mHRERED
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o
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2 BASIS OF PREPARATION (continued) 2 mRBERE (&)

R AR AR

2.2 Accounting policies (continued) 22 EFBE (#\)

(a) New and amended standards (@ FEBERHZH
adopted by the Group TR AN 5T E R
(continued) (#4&)

Accounting policies applied from 1 E=-FE—/1F—
January 2018 (continued) A — H & JFE F 7
BEEE ()
IFRS 9 Financial Instruments B B 75 o 45 2
(continued) Bl E&mIT A
(#8)
Investments and other financial KRERHEM SR
assets (continued) BE (&)
Impairment S
From 1 January 2018, the Group B N\F—
assesses on a forward looking A—H# ~&EE
basis the expected credit losses % Bl BE 1 E T
associated with its debt instruments IR KA R
carried at amortised cost and BRARBETA
FVOCI. The impairment methodology H 2 m Uk s B
applied depends on whether there EMEKITAN
has been a significant increase in HEEREEE
credit risk. B FTERARER
ERTEERBR
= A AR 0w
o
For trade receivables, the Group PEYERRMS
applies the simplified approach N EEfEAER
permitted by IFRS 9, which requires Br 7 R 5 A2 A 289
expected lifetime losses to be WATZEZH
recognised from initial recognition of - BHRERE
the receivables. W R E W R IE
RERTEHFHS
18-
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SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a)

Y

Interim Report 2018

New and amended standards
adopted by the Group
(continued)

Accounting policies applied from 1
January 2018 (continued)

IFRS 15 Revenue from Contracts
with Customers

Sales of goods

Sales are recognised at a point in
time when control of the products
has transferred, being when the
products are delivered to the
customers, the customer has
accepted the products and there is
no unfulfilled obligation that could
affect the customer’s acceptance of
the products.

A receivable is recognised when the
goods are delivered as this is the
point in time that the consideration
is unconditional because only the
passage of time is required before
the payment is due.

Provision of sub-contracting services

Revenue from providing sub-
contracting services is recognised in
the accounting period in which the
services are rendered.

Interest income

Interest income is recognised and
accrued on a time proportion basis,
using the effective interest method.
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78

BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a

U

New and amended standards
adopted by the Group
(continued)

Accounting policies applied from 1
January 2018 (continued)

IFRS 15 Revenue from Contracts
with Customers (continued)

Presentation of contract assets and

contract liabilities

Upon entering into a contract with
a customer, the Group obtains
rights to receive consideration
from the customer and assume
performance obligations to transfer
goods or services to the customer.
The combination of those rights
and performance obligations give
rise to a net asset or net liability
depending on the relationship
between the remaining rights and
the performance obligations. The
contract is an asset and recognised
as contract assets if the measure of
the remaining conditional rights to
consideration exceeds the satisfied
performance obligations. Conversely,
the contract is a liability and
recognised as contract liabilities if
consideration received (or an amount
of consideration is due) from the
customer exceed the measure of the
remaining unsatisfied performance
obligations. In the interim condensed
consolidated balance sheet, contract
liabilities mainly consist of the
Group’s advances from customers.
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SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a)

(i)

Interim Report 2018

New and amended standards
adopted by the Group
(continued)

Impact of adoption

IFRS 9:

Classification and measurement of
financial instruments

On 1 January 2018 (the date of
initial application of IFRS 9), the
Group’s management has assessed
which business models apply to
the financial assets held by the
Group and has classified its financial
instruments into the appropriate
IFRS 9 categories.

There is no impact on the Group’s
accounting for financial liabilities, as
the new requirements only affect the
accounting for financial liabilities that
are designated at fair value through
profit or loss and the Group does not
have any such liabilities.
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2

80

BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)
(a) New and amended standards
adopted by the Group
(continued)
(i) Impact of adoption (continued)

IFRS 9: (continued)

Impairment of financial assets

The Group has two types of financial
assets that are subject to IFRS 9's
new expected credit loss model:

- trade receivables

- other financial assets at
amortised cost

The Group was required to revise its
impairment methodology under IFRS
9 for each of these classes of assets.

While cash and cash equivalents
are also subject to the impairment
requirements of IFRS 9, the identified
impairment loss was immaterial.
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SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

New and amended standards

adopted by the Group

(continued)

Impact of adoption (continued)

(a)

(i)

Interim Report 2018

IFRS 9: (continued)

Impairment of financial assets
(continued)

@

Trade receivables

The Group applies the
simplified approach to provide
for expected credit losses
prescribed by IFRS 9, which
permits the use of the lifetime
expected losses for all trade
receivables. To measure
the expected credit losses,
trade receivables have been
grouped based on shared
credit risk characteristics.
Future cash flows for each
group receivables are
estimated on the basis of
historical loss experience,
adjusted to reflect the
effects of current conditions
as well as forward looking
information.
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2 BASIS OF PREPARATION (continued) 2 mRBERE (&)

2.2 Accounting policies (continued) 22 EFBE (&)

(a) New and amended standards (@ FEBERHZH
adopted by the Group TR AN 5T E R
(continued) (#4&)

(i) Impact of adoption (continued) (i) R FE

(%)
IFRS 9: (continued) WX B 7 R S
AIEEO%E - ()
Impairment of financial assets © R EERE
(continued) (&)
(a) ___ Trade receivables (continued) @  EMEL
(#&)
The adoption of the simplified £ A
expected loss approach Bf 7% ) &
under IFRS 9 has not resulted £ B £ 9
in any material additional SRIE TS
impairment loss for trade 1t 78 B9 &5
receivables as at 1 January BEW R
2018. By _T
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2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

New and amended standards

adopted by the Group

(continued)

Impact of adoption (continued)

(a

(i)

Interim Report 2018

IFRS 9: (continued)

Impairment of financial assets
(continued)

©®)

Other financial asset at

amortised cost

For other financial assets
at amortised cost, the
expected credit loss is
based on the 12-month
expected credit loss. It is the
portion of lifetime expected
credit loss that results from
default events on a financial
instrument that are possible
within 12 months after the
reporting date. However,
when there has been a
significant increase in credit
risk since origination, the
allowance will be based on
the lifetime expected credit
loss. Management has closely
monitored the credit qualities
and the collectability of the
other financial assets at
amortised cost and considers
that the expected credit loss
is immaterial.
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R AR B 5 & Bt 35 5 LB R

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a

(i)

(b)

New and amended standards
adopted by the Group
(continued)

Impact of adoption (continued)

IFRS 15:

The adoption of IFRS 15 did
not have any material impact on
the Group’s interim condensed
consolidated financial information.

Impact of standards issued but
not yet applied by the Group

IFRS 16 Leases

IFRS 16 was issued in January
2016. It will result in almost all
leases being recognised on the
consolidated balance sheet, as the
distinction between operating and
finance leases is removed. Under the
new standard, an asset (the right to
use the leased item) and a financial
liability to pay rentals are recognised.
The only exceptions are short-term
and low-value leases.

The accounting for lessors will not
significantly change.
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Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(b)

Interim Report 2018

Impact of standards issued but
not yet applied by the Group
(continued)

IFRS 16 Leases (continued)

The standard will affect primarily the
accounting for Group’s operating
leases. As at the reporting date,
the Group has non-cancellable
operating lease commitments of
HK$2,706,000.

The Group has not yet assessed the
adjustments, if any, are necessary
for example because of the change
in the definition of the lease term
and the different treatment of
variable lease payments and of
extension and termination options.
It is therefore not yet possible to
estimate the amount of right-of-use
assets and lease liabilities that will
have to be recognised on adoption
of the new standard and how this
may affect the Group’s profit or loss
and classification of cash flows going
forward.

2 mBEE (&)
22 EFBUR (#])

(b)

E B (B EE
[4 K E A B 2E Rl
W& ()

BB AT T 4R 5 2
AIZE165E [HE ]
(#)
ZEABEEY
EBREELER
EMEgstERE-
RiE B K
EB A TR EE
BT E R E
2,706,000/ 7T ©

RE B RET
AR EFHD
EEEHRAE
HENKNTR
BRIR TR A K FE
EREIEEEM
WA H 3
(nA) - Hk - ™
R A] i EE S R R
T R] ERIR A
T HER R
EERHEEEMAE
SR AR AT RE
mAYEARHE
B R 3 A K e
BREERES

e

Nickel Resources International Holdings Company Limited 85



Notes to Interim Condensed Consolidated Financial Information

R AR B 5 & Bt 35 5 LB R

2 BASIS OF PREPARATION (continued) 2 mRBERE (&)

2.2 Accounting policies (continued) 22 EFBE (#\)

(b)  Impact of standards issued but (b) EfEf EXEE
not yet applied by the Group 151 K JE JH B9 2E Bl
(continued) HE ()

IFRS 16 Leases (continued) BIBR A 5 #R  2E
RIFE 1655 [HE ]
(#)

IFRS 16 is mandatory for financial B B 75 o 5 2

years commencing on or after 1 BIZE16H N =F

January 2019. At this stage, the —h&E—HA—H

Group does not intend to adopt the ok 2 1% 7 16 7Y B

standard before its effective date.
The Group intends to apply the
simplified transition approach and
will not restate comparative amounts
for the year prior to first adoption.

There are no other standards and
interpretations that are not yet
effective that would be expected to
have a material impact on the entity
in the current or future reporting
periods and on foreseeable future
transactions.
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Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

FINANCIAL RISK MANAGEMENT 3 cEARER
The Group’s activities expose it to a variety of AEE X RDEZ LR
financial risks: foreign exchange risk, price risk, Bk SNERRR  BEER R
cash flow and fair value interest rate risk, credit eRERANBENERR 5
risk, foreign currency risk and liquidity risk. There AR - INERERR RRBE SR
have been no changes in the risk management BoRBEEBRRBE-_ZT—tF
polices since 31 December 2017. +TZA=+—HEILEEZY-
OPERATING SEGMENT 4 rESEIER
INFORMATION
For management purposes, the Group has one REEEMNMS  AEEESF—
reportable operating segment: the trading of ore EA 2MEE DL BEAZEFHIA
and the manufacturing, sub-contracting and sale R AR EE ~ AN K% 36 88 B A5 s Y
of iron and special steel products. Management Mo BEEHNERIE REK
monitors the operating results of its business units EFZRRER  BAEENE
as a whole for the purpose of making decisions ERBIT2REKRRIIERS @
about resources allocation and performance EEREITEIR
assessment.
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R AR B 5 & Bt 35 5 LB R

5 REVENUE AND OTHER GAINS/ 5
(LOSSES), NET
Revenue represents the net invoiced value of
goods sold, net of value-added tax.

hEREMBER, (FE)
FH

Was B B EERNEER
m B R B RFE

Six months ended 30 June
BEXA=tRHLELAEA

2018 2017
—E-N\E§ —E—+tF
HK$’000 HK$’000
FBx FH&IT
(Unaudited) (Unaudited)
(REBERZ) (REEZ)
Revenue Wz
Sale of goods: HE:
Stainless steel base FE AR
materials 60,437 103,420
Ni-Cr alloy steel ingot f2EK A S ilsE 40,680 8,930
Ferro-nickel alloys and others 284 & K H At 44,189 37,926
145,306 150,276
Sub-contracting income mTHA 33,581 =
178,887 150,276
Other gains/(losses), net H#ER S (FE)FH
Foreign exchange gain/ AT (EE)FE
(loss), net 393 (18,690)
Gain/(loss) on disposal HEME - BE R
of property, plant and Bz AR (EE)
equipment 1,118 (158)
Write off of trade and 5 1 A< RIR R e Eo A,
other payables FETRIB - 1,282
Others Efh 396 46
1,907 (17,520)
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Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

6 LOSS BEFORE TAX 6 KREAEBE
The Group’s loss before tax is arrived at after AEB 2 R ATE B T bR
charging/(crediting): /(FEA) TNEIEB BB

Six months ended 30 June
BEAA=+HLAEA

2018 2017
—E-N\F —T—+5F
HK$’000 HK$'000
FET FHET
(Unaudited) (Unaudited)

(REEER) (REEZ)

Staff costs (including BIXA (BEEF
Directors’ remuneration): ) -
Salaries e 29,667 25,887
Retirement benefit scheme RINEFEEME R R
contributions and other HAbp AR
costs 5,873 5,644
Equity-settled share-based LARRREAEE 2 IR 15
compensation expense HEMZ - 22
Total staff costs 488 TR 35,540 31,453
Cost of inventories sold BEEFERAR 107,837 145,818
Research expenses HEALZ 147 286
Depreciation (Note 11) e (1) 29,304 38,022
Amortisation of prepaid land T8 3 FH & ZUB & $
lease payments 2,392 2,209
Minimum lease payments EREFREHZ
under operating leases in KERE
respect of buildings and HEBEERNK
equipment 2,402 2,697
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R AR B 5 & Bt 35 5 LB R

7  FINANCE COSTS, NET 7 REREFEHE

Six months ended 30 June
BEASA=+HLEREA

2018 2017
—B-NE —T—+F
HK$’000 HK$'000
FTER FET
(Unaudited) (Unaudited)

(REEXK) CREE®Z)

Finance income AE WA
Interest income on time TE BATF RF B A

deposits 60 99
Finance costs [E: 592 %S
Interest on bank loans and BITERRHEMEEFR S

other borrowings (212,137) (152,395)
Interest on convertible bonds A A & 5 F & (1,895) (2,842)
Total interest expense ANk (214,032) (155,237)
Finance costs, net BUE KA FRE (213,972) (155,138)

8 INCOME TAX 8 FiBH

The Group is subject to income tax on an entity AEBEREBEEREESK
basis on profits arising in or derived from the TR AR EE K 8 A At R &
jurisdictions in which members of the Group are & FTTE RlARE IR B9 s T SR
domiciled and operate. 18-
Pursuant to the rules and regulations of the RERESHEREBERES
Cayman Islands and the British Virgin Islands (EBERES])ERER
(“BVI"), the Group is not subject to any income tax Bl AEBRASHSREBER
in the Cayman Islands and the BVI. ZHEBAEBMNEMRAEE-
The applicable Hong Kong profits tax rate of the AR RHERERBLEZMBR
Company and its subsidiaries, which operate in RIEABRABFERNEA16.5%
Hong Kong was 16.5% (2017: 16.5%). (ZZF—tF:165%) °
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Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

8 INCOME TAX (continued)
According to the PRC Corporate Income Tax
Law, the applicable income tax rate of the PRC
subsidiaries of the Group was 25% for the six
months ended 30 June 2018 (2017: 25%).

8% (&)
RIBEFBACEMEHE AEE
WPEHBARREE=Z—N
FRA=TBILNEAZERAR
BHHEA25% (—B—+H4F:
25%) °

Six months ended 30 June
BEARA=THLAEAR

2018 2017
—ZE-N\F —T—+F
HK$’000 HK$'000
FET FHT
(Unaudited) (Unaudited)

(REER) (RIEERZ)

Income tax expense FrisBif

9 DIVIDENDS
The Directors do not recommend the payment of
an interim dividend for the period ended 30 June
2018 (2017: Nil).

KA
EETEREREZE_Z—N
FXNA=ZTRHIEHBZHHR
B(ZE—tF:8\)-
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R AR B 5 & Bt 35 5 LB R

10

92

LOSS PER SHARE

Basic

The calculation of basic loss per share is based
on the loss for the period attributable to owners of
the Company, and the weighted average number
of ordinary shares of 3,088,131,105 (2017:
3,088,131,105) in issue during the period.

Diluted

The calculation of diluted loss per share for the
six months ended 30 June 2018 is based on
the loss attributable to owners of the Company,
adjusted to reflect the interest on, and any change
in fair value of the derivative component of the
convertible bonds and share options. The weighted
average number of ordinary shares used in the
calculation is the weighted average number of
the ordinary shares in issue during the period, as
used in the basic loss per share calculation, and
the weighted average number of ordinary shares
assumed to have been issued at no consideration
on the deemed exercise or conversion of all dilutive
potential ordinary shares into ordinary shares.

Diluted loss per share is the same as basic loss
per share for the six months ended 30 June 2018
because the impact of dilution of the convertible
bonds and share options is anti-dilutive.

SRERERZERAR AT

10
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EE:N
EREAEBEDBREARRQ A
BEEABRGHAEERBERA
ERETEBERZMEFHR
#13,088,131,105/% (=T —+
£ :3,088,131,105) 5T & -

g
BE_ZT-N\FXA=+AHIt
NEAz BREEBEERTIRE
ARBHER NEGEETE I
1 ) 8 B8 DA I B R 4 AR £ 25 0T
ETARD REREZNER
ERRAAEEEZD FEMBZ
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Notes to Interim Condensed Consolidated Financial Information
R RAG B R S B 3% =2 El b 5E
11  PROPERTY, PLANT AND EQUIPMENT 11 ¥ ¥ BERRZRE

Six months ended 30 June
BEANA=t+THLAXEAR

2018 2017
—ZE-N\F —ZT—tF
HK$’000 HK$'000
FHERT THET
(Unaudited) (Unaudited)

(REERK) (CREER)

As at 1 January n—A—A8 428,917 450,329
Additions AE 16,995 12,629
Depreciation charge HATEER
for the period (29,304) (38,022)
Foreign exchange realignment SN E =58 (3,180) 13,353
As at 30 June RANA=+H 413,428 438,289
12 INTANGIBLE ASSET 12 \BREEE

Six months ended 30 June
BEAA=1+HLAEAR

2018 2017
—E-NEF T —tF
HK$'000 HK$’000
FER FET
(Unaudited) (Unaudited)

(REEER) (CRIEER)

Exclusive offtake right BRERERE
As at 1 January and R—A—BK
30 June NA=+H 2,384,543 2,384,543
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R AR B 5 & Bt 35 5 LB R

13 INVENTORIES 13 #&
30June 31 December
2018 2017
—E-NEF —E—+tF
AB=tH +tZA=t+—H
HK$’000 HK$'000
FERT FHT
(Unaudited) (Audited)

(REEXK) (BEZ)

Raw materials R R 124,568 92,773
Work in progress TG 181 212
Finished goods BIRK o 27,266 192,538
Spare parts and consumables & 14 & 5 #E &k 33,513 19,579
185,528 305,102

Less: provision for impairment i : 5 {B /&5 18 B 5
losses (49,176) (125,710)
136,352 179,392
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SR RA R B R & B4 35 5 LB aE

14 TRADE RECEIVABLES

14 FEWERR

30 June 31 December

2018 2017
=Z2-N\F —T—tF
AA=+H +tZA=+—-H

HK$’000 HK$'000
FHERT THET
(Unaudited) (Audited)

(REERK) (EEZ)

Trade receivables FEURBR X 88,753 90,489
Less: provision for impairment & : 3 (B 518 4 4

losses (13,953) (15,583)

74,800 74,906

The Group’s trading terms with its customers are
mainly on credit, except for new customers and
customers of limonitic ores, where payment in
advance is normally required. The credit period is
generally one to two months. During the period,
the Group generated its revenue from sales of
special steel products and provision of sub-
contracting services, thereby exposing the Group
to concentration of credit risk in the steel industry.
The Group does not hold any collateral or other
credit enhancements over these balances. Trade
receivables are non-interest-bearing. The carrying
amounts of trade receivables approximate their fair
values.

AEEERPZRHETENUE
EXRBE - RERHEP
KB E P IRNTIE - EEH
—RE-EMEAR -BR K&
Bz Yo ah 2R B S A 8 A v e
REMTARS Bt AKE®
RHETECEEETRR K
SEYERZSHERTEER
ERmIEMEERE - BUSR
HAET LS - AR R E (B
HEERNABERS -
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R AR B 5 & Bt 35 5 LB R

14 TRADE RECEIVABLES (continued) 14
An ageing analysis of trade receivables at the end
of the reporting period, based on the invoice date,

FEW iR (4&)
RREHR RBERAMFEZ
FEN AR TR Z BRER AT T

15 PREPAYMENTS, DEPOSITS AND 15 FENRE RERHEME
OTHER RECEIVABLES WK IE

30 June 31 December

2018 2017

—E-NF T —+tF

ANABE=+H +=ZA=+—H

HK$’000 HK$ 000

FET FH&IT

(Unaudited) (Audited)

(REBER) (&%)
Prepayments to PT. Yiwan FEfTPT. Yiwan Mining

Mining (“Yiwan”) (MYiwan |) Z 508 14,439 12,463

Prepayments to other suppliers T8 {<f £ #f {£ i i 2 7018 33,209 23,610

Other prepayments Hth TR 3RI8 3,327 2,155

Deposits and other receivables 1% K H b & Y 5 IAE 22,778 20,663

Value-added tax recoverable A Ui Bl {E 41,726 48,994
Current portion of prepaid land FEff LA EFKE 2

lease payments BNERER 5 4,103 4,138

119,582 112,023

96 RERERIERER AR - N\FHEHRE

is as follows:
30June 31 December
2018 2017
—E-NEF —ET—+tF
AA=+HB +ZA=+-—H
HK$’000 HK$’000
FET FAT
(Unaudited) (Audited)
(REER) (R®&Z)
Within 90 days 90H A 74,797 65,208
91 to 180 days 91F180H - 9,695
181 to 365 days 1812365H 3 3
Over 1 year HiE—F 13,953 15,583
88,753 90,489
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SR RA R B R & B4 35 5 LB aE

16 CASH AND CASH EQUIVALENTSAND 16 BEeRBLZEYETDIK
PLEDGED TIME DEPOSITS HEHFR

30 June 31 December
2018 2017
—ZE-N\F —E—+F
ANA=+H +=ZA=+—H

HK$’000 HK$'000
FET FHT
(Unaudited) (Audited)

(REER) (&%)

Cash and bank balances B RIRTTHE S 3,690 20,046
Pledged time deposits BT BFR 25 25
3,715 20,071

Less: Pledged time deposits &l : BEVGIR1THE K Ei&

for issuing bank 2 BT BATF 5K

acceptance notes (MEE17(0))

(Note 17(0)) (12) (12)

Pledged time deposits REEESR

for senior bonds and ATRRES 2

convertible bonds EEARTEHER

(Note 19() and 20) (Ki5519()%20) (13) (13)
Cash and cash equivalents BehREEEY 3,690 20,046
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R AR B 5 & Bt 35 5 LB R

17 TRADE AND NOTES PAYABLES 17 ENRIRESER
30June 31 December
2018 2017
—E-N\F —E—+tF
AA=+H +=A=+-H
Notes HK$’000 HK$’000
B FET FHIT
(Unaudited) (Audited)
(REEERZ) (&%)
Trade payables FE AR (@) 104,842 133,008
Notes payables EREE (o) 2,715 1,436
107,557 134,444
(a) Trade payables (@) IR
An ageing analysis of the trade payables at RGN REFE A
the end of the reporting period, based on FTE 2 ERMRRZBRER
the invoice date, is as follows: AT :
30June 31 December
2018 2017
—E-N\F —T—tF
AHA=+H +=ZA=+-H
HK$’000 HK$'000
FET FAT
(Unaudited) (Audited)
(REEER) (&%)
Within 90 days 90H A 7,772 68,773
91 to 180 days 91Z2180H 625 5,380
181 to 365 days 1812365H 45,215 6,165
1 to 2 years 13226 6,875 6,537
2 to 3 years 2E3F 3,306 2,250
Over 3 years HBIB3F 41,049 43,903
104,842 133,008
Trade payables are normally settled on ERER—RZHHA
terms of 60 to 180 days. The carrying B0Z180H - A i & &
amounts of trade payables approximate R FERTBR R 2 BRI (B B
their fair values at the end of the reporting HARBEES
period.
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SR RA R B R & B4 35 5 LB aE

17 TRADE AND NOTES PAYABLES
(continued)

(b)

Interim Report 2018

Notes payables

As at 30 June 2018, notes payable of
HK$2,715,000 (31 December 2017:
HK$1,436,000) were denominated in
RMB and secured by time deposits
of HK$12,000 (31 December 2017:
HK$12,000) (Note 16). The carrying amount
of notes payable approximate their fair
values at the end of the reporting period.

An ageing analysis of the notes payables of
the Group at 30 June 2018 is as follows:

17 ENRIRESRE

(%)

(b)

ERERE

RZT—NEXA=1
A & E#2,715,000
BT (ZE—+F+=A
=+ —H :1,436,000/8
TT)UAREE WA
T #i1F 12,0008 7T (=
ET—+FE+-_A=+—
A : 12,0007 ) (B}
16) 1E A o R 3R &
HR EBNZEEZER
EHEQNAEBMERE-

R-F—\FRA=+
B - RSB R 2
WA :

30 June 31 December
2018 2017
—E-N\F —E—+F
AA=+H tZHA=+—-H
HK$°000 HK$’000
FTHERT THT
(Unaudited) (Audited)
(REEZ) (EZ)
Within 90 days 90H A 1,766 1,436
91 to 180 days 91%E180H 949 -
2,715 1,436
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R AR B 5 & Bt 35 5 LB R

other payables and accruals approximate their fair

values.

Note:  Provision for claims and disputes mainly represent
provision for claim from certain vessel owners under
certain contracts of affreightment amounting to
HK$99,440,000 (2017: HK$99,118,000).

SR AR AE

18 OTHER PAYABLES AND ACCRUALS 18 HMtEMNRERENEE
30June 31 December
2018 2017
—E-N\F —E—+tF
AA=+H +ZA=1+—H
HK$’000 HK$'000
FHExT THET
(Unaudited) (Audited)
(REEERZ) (&%)
Advances from customers RERPZEHK 20,426 34,799
Payables related to HEAME BER
purchases of property, HEEHE
plant and equipment FEASTRIE 59,873 63,171
Accrued interest expense FEAFI B X 1,088,562 893,946
Payroll payable ERTITE 65,159 63,495
Amounts due to directors EREEZRIE 76,695 63,841
Provision for claims and HRRAUGEE ()
disputes (Note) 125,273 125,155
Others Hfb 279,971 268,383
1,715,959 1,612,790
As at 30 June 2018, the carrying amounts of RZE—N\FE A=+8" &

R RERESEEOERE
MEAAEBEES-

MisE: BRRRUADBELIZEMRET
AMEBANEBETETHESR
R 7 ##99,440,000% 7T (=
T —+%:99,118,000/7T) °

—N\EhHRE
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SR RA R B R & B4 35 5 LB aE

19 BANK AND OTHER BORROWINGS 19 HRITREMEE
30 June 2018 31 December 2017
ZE-NFRAZ1H ZE-EFZAZT-H
(Unaudited) (Audited)
(RBEH) (&7%)
Contractual Contractual
interest Original interest Original
Notes rate (%) maturity HK$'000 rate (%) maturity HK$'000
i ARRE%) FEHHA TR ARNMZE®  RIHA o
Current E
Non-curent bank loan FERBRTER Gl 66 2019 99,573 66 2019 100431
- seoured -EER “E-0F “E-hF
Non-current syndicated bank loan FHEREEN (b) 52-66 2019 589,146 52-66 2019 595,837
- seoured -BER —E-hF Z3-0E
Non-current bank loans FIBBIER © 47-57 2019 420,668 47-57 2019 494092
- unsecured -BER —E-hEF —5-hE
Other loans s (d 114 2014-2015 221220 100-114 20142015 239,263
—2-pE- “F-mF-
—E-%% —E-R%
Other borrowings - unsecured EibfEE-RER
- related parties -BEn G} Nil-432  On demand 88624  Ni-432  Ondemand 89,086
2-432 EREREE T-432 BREREE
- Potential Investor -BEREE 1] Nil-10.0  On demand 294,152 Ni-10.0  Ondemand 236,870
2-100 ZRERME -100 AREXEE
- related parties of the -BEREEN 1] 10.0-584 2015-2017 252533  11.0-584 2015-2017 314,524
Potential Investor il Z§-E1fF-
—8-tE
- other third parties -EE=R (9 Nil-36.5 2014 -2017 53,807 Ni-36.5 70,512
2-365 —B-ME- 2-365
—8-tE
Other borrowings - secured EhEE-HER
- offer tird parties —#EZH M Nl 2017-2018 80 NI-276  2017-2018 3571
g ZB-tE- 3016 “F—+f-
—g-0\% “B-)\F
The 12% Coupon Senior Bonds 129%ZE S BEER ) 120 2018 390,990 120 2018 390,990
F-NF -l
The Modified 10% 0 10.0 2015 28,400 10.0 2015 28,400
Coupon Bonds —B-%f —5-1F
2,455,933 2,493,776
Notes: B 5
(a) Non-current secured bank loan (a) FENAHEARTER

As at 30 June 2018, this bank loan is secured
by a number of leasehold land in Mainland China
with net carrying amount of HK$40,240,000
(2017: HK$40,586,000). As at 30 June 2018, the
outstanding amount of the 3-year secured bank loan
of HK$99,573,000 (2017: HK$100,431,000) were due
within one year and contains a repayment on demand
clause in the bank loan agreement.

RZE-—NEXNA=1+H &%
FIRITE AR AL A R B K
B E L RER  RE
JF 1B /540,240,000 7T (= F
— 4 4F : 40,586,000/ 7T ) ° #
—N\EXRA=ZT+H HEK
(B2 =4 BEEMRT R
99,578,000/ 7T (Z 2 —+ 4+
100,431,0005% 7T ) Th I — &
FH - WRRITE R B HE T
BERERERBZIEX -
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(b)

Non-current secured syndicated bank loan

In January 2016, the Group obtained a 3-year
syndicated loan of approximately RMB498 million
(equivalent to HK$556,859,000) from a syndicate of
banks in the PRC (i) to replace certain outstanding
bank loans and notes payable of the Group as at 31
December 2015 to the extent of RMB268,620,000
(equivalent to HK$300,302,000) and RMB79,737,000
(equivalent to HK$89,141,000), respectively with the
syndicated loan of the same amount; and (i) to provide
additional loan facilities to the Group as working
capital for an amount of RMB150,000,000 (the “New
Facilities”) for a 3-year term. During the year ended
31 December 2016, the New Facilities have been fully
drawn down.

The syndicated loan is secured by certain property,
plant and equipment and prepaid land lease payments
of certain subsidiaries of the Group. However, the
Group failed to fulfil certain undertakings and restrictive
covenant requirements under these syndicated loan
facilities upon signing the syndicated loan agreement.
As a result, the outstanding amount of the 3-year
syndicated loan of RMB498 million (equivalent to
HK$589,146,000) was immediately due and payable
as at 30 June 2018 despite the original contractual
repayment dates are within twelve months as at the
reporting date.

Non-current unsecured bank loans

In June 2016, the Group obtained an unsecured
3-year loan facility for an amount of RMB360 million
(equivalent to HK$430,560,000) from a PRC bank
(the “Unsecured Loan Facility”). During the year ended
31 December 2016, approximately RMB355 million
(equivalent to HK$424,292,000) has been drawn down
from the Unsecured Loan Facility mainly to replace
part of the loans in relation to the proposed disposal
of a 30% equity interest in SEAM to the extent of
RMBS300,000,000 (equivalent to HK$358,895,000) as
detailed in note (d) below.

RERER R A R AR

19 R|ITREMEE ()

FeE: (4)

(b)

(c)
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

()

(d)

Non-current unsecured bank loans (continued)
However, the Group failed to fulfil certain
undertakings and restrictive covenant requirements
under this Unsecured Loan Facility upon signing
the loan agreement. As a result, the outstanding
amount of this loan of RMB355 million (equivalent
to HK$420,668,000) was immediately due and
payable as at 30 June 2018, out of which loans
amounting to RMB237,402,000 (equivalent to
HK$281,583,000) (2017: RMB355 million (equivalent
to HK$424,292,000)) are with original contractual
repayment date beyond twelve months as at reporting
date.

Other loans

On 21 January 2013, the Group entered into a non-
binding framework agreement with Beijing Wincapital
in relation to the disposal of a 30% equity interest
in SEAM, a wholly-owned subsidiary of the Group.
The aggregate disposal consideration is expected
to be approximately US$150 million (equivalent to
approximately HK$1,170 million). The proposed
transaction is yet to complete and no formal sales and
purchase agreement has been entered into up to the
date of approval of the interim condensed consolidated
financial information.

In connection with the proposed disposal, Beijing
Wincapital arranged certain loan finance (“Financing
Loans”) to the Group in the aggregate amounts of
RMB400,000,000 (equivalent to HK$447,176,000)
up to 31 December 2016. Such borrowings can be
settled by offsetting against the disposal consideration
should the proposed disposal be completed.

During the year ended 31 December 2017, a
loan arranged by Beijing Wincapital (amounting to
RMB200,000,000 (equivalent to HK$239,263,000)) has
been novated to Pingyuan, which is a beneficial owner
of the Potential Investor, as mentioned in note (f) below.

19 RITRHEMEE (F)

Bt (4)

(c)

(d)

FEHEIEABITER (M)
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BT HE TRERB IR
BME-B It EERKRER
SEARMISSEE T (HER
420,668,000 7T) R —ZF—/\
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—tF: AR¥3558 T
(#8E 1424,292,000/ 7T ) ) 2.
ERRBERASHRANEER
AR+ —@AMUE-

Hip &R
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(d)

(e)

Other loans (continued)

As at 31 December 2017, the Financing Loan
comprised of a loan provided by Gongyi Jiahui
Technology Promotion Service Centre LLP (“Gongyi
Jiahui”) in the aggregate of RMB200,000,000
(equivalent to HK$239,263,000) for a term of three to
six months from the respective drawdown dates.

As at 30 June 2018, the outstanding Financing
Loan totalling RMB200,000,000 (equivalent to
HK$237,220,000) remained overdue. The Group is in
the process of negotiating with the counterparties to
extend the terms of these outstanding balances.

Unsecured borrowings from related parties

As at 30 June 2018 and 31 December 2017,
unsecured borrowings from related parties
comprised of: () loans from a relative of Mr. Dong
of RMB25,700,000 (equivalent to HK$30,483,000)
(2017: HK$30,745,000), which bear interest at rates
of 36% to 43% per annum; and (i) loans from the
ultimate holding company of the Company consisting
of amounts of $$5,642,000, US$1,715,000 and
HK$12,290,000 (2017: HK$10,779,000) (in aggregate
equivalent to HK$58,141,000) (2017: HK$57,145,000),
which bear interest at a rate of 8% per annum except
for an amount of US$1,715,000, which is interest free.

In addition, an interest-free loans of RMB1,000,000
(equivalent to HK$1,196,000) from a relative of Mr.
Dong remained outstanding as 31 December 2017.
This loan has been fully repaid during the period ended
30 June 2018.
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(U]

(9

Unsecured borrowings from the Potential
Investor and related parties of the Potential
Investor

As at 30 June 2018, the total borrowings obtained
from the Potential Investor and certain related
parties of the Potential Investor amounted to
RMB460,910,000 (equivalent to HK$546,685,000)
(2017: HK$551,394,000) which included the loan
novated from Beijing Wincapital to Pingyuan of
RMB200,000,000 (equivalent to HK$237,220,000) as
detailed in Note 19(d) above.

All of these borrowings were overdue as at 30 June
2018. The Group has been actively negotiating with the
lenders of the above borrowings for the renewal and
extension of the repayment dates for a term of 2 years.

Unsecured borrowings from other third parties
As at 30 June 2018, unsecured borrowings from
other third parties comprised of: (i) a loan from an
independent third party of RMB1,000,000 (equivalent
to HK$1,186,000) (2017: HK$1,196,000), which
bear interest at 12% per annum; (i) a loan from an
independent third party of US$2,500,000 (equivalent to
HK$19,620,000) (2017: HK$19,542,000), which bear
interest at 8% per annum; (iii) an interest-free loan of
RMB4,879,000 (equivalent to HK$5,787,000) (2017:
HK$5,837,000) provided by a customer of the Group
which is repayable on demand; (iv) loans from certain
independent third parties of RMB1,944,000 (equivalent
to HK$2,306,000) (2017: RMB15,726,000, equivalent
to HK$18,814,000), RMB17,000,000 (equivalent
to HK$20,164,000) (2017: HK$20,337,000) and
RMB4,000,000 (equivalent to HK$4,744,000) (2017:
HK$4,786,000) which bear interest at rates of 21.6%
per annum, 19.2% per annum and 36.5% per annum,
respectively.

As at 30 June 2018, unsecured borrowings to the
extent of HK$48,020,000 (2017: HK$64,675,000) and
HK$5,787,000 (2017: HK$5,837,000) were overdue
and repayable on demand, respectively.
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19 BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(h) Secured borrowings from other third parties

As at 31 December 2017, secured borrowing from
other third parties comprise of: (i) a loan from an
independent third party of RMB2,300,000 (equivalent
to HK$2,751,000), which bears interest at 27.6%
per annum and secured by a motor vehicle with net
carrying amount of RMB3,615,000 (equivalent to
HK$4,325,000) and (i) a loan from an independent
third party of HK$820,000, which is interest-free and
secured by personal guarantee of Mr. Dong. As at 30
June 2018, except for the loan from the independent
third party of HK$820,000 remained outstanding and
overdue, these loans have been fully repaid during the
period.

i) The 12% Coupon Senior Bonds
The movements of the liability and derivative
components of the 12% Coupon Senior Bonds are as
follows:
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(0}

The 12% Coupon Senior Bonds (continued)
Note:

During the year ended 31 December 2014, the
Company failed to make interest payment under the
relevant terms and conditions of the Modified 10%
Coupon Bonds (see note (j) below), 12% Coupon
Senior Bonds and 8% Coupon Convertible Bonds of
HK$1,420,000, HK$11,698,000 and HK$2,990,000
respectively. This constituted an event of default under
the respective terms of the Bonds. As a result, the
outstanding carrying amounts of the Modified 10%
Coupon Bonds, 12% Coupon Senior Bonds and 8%
Coupon Convertible Bonds became immediately due
and payable. In addition, unwinding of interest was
accelerated; and all the liabilities of the Bonds have
been classified as current liabilities.

During the year ended 31 December 2017 and the
six months ended 30 June 2018, the Company also
failed to make further interest payments of the Bonds
of HK$43,561,000 and HK$9,999,000 in accordance
with the respective terms of the Bonds, respectively
(six months ended 30 June 2017: HK$23,065,000).
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(i)

G

The 12% Coupon Senior Bonds (continued)
Note: (continued)

Despite the above, DB Trustees (Hong Kong) Limited,
the trustee for the holders of the Bonds, has not
demanded immediate repayment of the Bonds and
their related interest up to the date of approval of the
consolidated financial statements. The Group has
been actively negotiating with the holders of the Bonds
for the execution of the Debt Restructuring Proposal
to facilitate the Group meeting its obligations. At the
meetings of the holders of the 12% Coupon Senior
Bonds and 8% Coupon Convertible Bonds held on 21
June 2016 and 6 July 2016, respectively, extraordinary
resolutions were passed and resolved that no holder
of the 12% Coupon Senior Bonds and 8% Coupon
Convertible Bonds shall demand repayment of any
amount due under the 12% Coupon Senior Bonds and
8% Coupon Convertible Bonds or take any action to
enforce the payment of monies or exercise any other
right thereunder or otherwise take any action against
the Company whether or not under the terms and
conditions of the 12% Senior Bonds and 8% Coupon
Convertible Bonds or request the trustee to take any of
the foregoing actions.

Following the passing and effectiveness of these
resolutions, the Company is preparing the necessary
documents to submit to the courts for the relevant
creditors’ approval and court sanction for the Cayman
Scheme and the Hong Kong Scheme under the Debt
Restructuring Proposal.

The Company is also actively negotiating with other
creditors of the Company for the execution of the Debt
Restructuring Proposal.

The Modified 10% Coupon Bonds

As at 30 June 2018 and 31 December 2017, an event
of default occurred under the terms of the Modified
10% Coupon Bonds, details of which have been
disclosed in note (i) above.
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20 CONVERTIBLE BONDS 20 TWBRKRES
The movements of the liability and derivative 8REMEAMRELF ZBER
components of the 8% Coupon Convertible Bonds PTET AR 2EBHWT
are as follows:
Liability
component of
convertible
bonds Derivatives Total
MRRESZ
BEHS fTETA @gt
HK$'000 HK$'000 HK$’'000
FHT FHT FHT
At 1 January, 30 Juneand R-Z—+4F
31 December 2017, —A—B-
1 January and ANAZTHAER
30 June 2018 +ZA=+—HBK
—F-N\HF
—B—BRk
~NA=t+H 46,775 - 46,775

The Group determined the fair value of the liability
component of the 8% Coupon Convertible Bonds
based on the valuation performed by Greater
China Appraisal Limited using an equivalent market
interest rate for a similar bond without a conversion
option as at the date of recognition.
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CONVERTIBLE BONDS (continued)
The Group also recognised a number of
derivatives, the values of which comprise:

)

(i)

(i)

The fair value of the option of the
bondholders to convert the 8% Coupon
Convertible Bonds into ordinary shares of
the Company at the conversion price;

The fair value of the option of the Company
to redeem the 8% Coupon Convertible
Bonds; and

The fair value of the potential option of the
holders to request the Company to redeem
the 8% Coupon Convertible Bonds upon

the occurrence of “Relevant Event” (Note).

Note:

A “Relevant Event” occurs:

(1) when the ordinary shares of the Company
cease to be listed or admitted to trading, or
the trading of which is suspended for a period
of more than 90 consecutive calendars, on
the Hong Kong Stock Exchange; or

(2) when there is a change of control in the
Company.
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CONVERTIBLE BONDS (continued)
These options are interdependent as only one of
these options can be exercised. Therefore, they
are not able to be accounted for separately and
a single compound derivative financial instrument
was recognised.

The fair values of the derivatives were valued
by Greater China Appraisal Limited using the
scenario analysis model as at 31 December 2017.
Management performed the valuation during the
period and considered that there is no significant
change in the values since 31 December 2017.

The 8% Coupon Convertible Bonds and the
12% Coupon Senior Bonds (as detailed in Note

19() above) are secured by (i) the pledge of the
Group’s time deposits amounting to HK$13,000;
(i) all of the rights, interest, title and benefits of
the Exclusive Offtake Agreement; and (jii) all of the
shares held by First Elite Development Limited
in S.E.A. Mining Limited, a private company
incorporated in Hong Kong with limited liability,
which is the sole legal and beneficial holder of the
convertible bonds issued by Yiwan with principals
amounting to HK$46,500,000 and US$3,000,000,
respectively which are convertible into ordinary
shares of Yiwan.

As at 30 June 2018, an event of default occurred
under the terms of the 8% Coupon Convertible
Bonds, details of which have been disclosed in
Note 19(). The principal amount are also due for
repayment according to the original maturity date
in March 2018.
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SHARE CAPITAL

21

@S

Six months ended 30 June 2018 Six months ended 30 June 20
B2-Z-\ExA=1H HEZZ—tE/RA=
AR IEAEA
Number of Number of
ordinary ordinary
shares HK$'000 shares HK$'000
EERE TEx LEREY TAL
Authorised (HK$0.1 each): %7 (BR0.1ET) :
At beginning and REBRAR
end of the period 5,000,000,000 500,000  5,000,000,000 500,000
Issued and fully paid BETRAR
(HK$0.1 each): (SRo.1%7T) :
At beginning and REREAR
end of the period 3,088,131,105 308,813  3,088,131,105 308,813
SHARE-BASED PAYMENT 22 uﬂﬁﬁﬁ%ﬁ

On 2 May 2005, the Company approved a share
option scheme (the “Share Option Scheme”) under
which the Directors may, at their discretion, grant
options to the Directors and employees of the
Group to subscribe for shares in the Company.
The subscription price for shares under the
Share Option Scheme will be determined by the
Directors, which shall be calculated at the time
of grant of the relevant option and shall not be
less than the highest of () the nominal value of a
share; (i) the closing price of a share as stated in
the Hong Kong Stock Exchange’s daily quotation
sheet on the date of grant of the relevant option,
which must be a business day; and (iii) the average
closing price of the shares as stated in the Hong
Kong Stock Exchange’s daily quotation sheets for
the five business days immediately preceding the
date of grant of the relevant option.
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SHARE-BASED PAYMENT (continued)
The maximum number of shares in respect of
which options may be granted under the Share
Option Scheme must not exceed 10% of the
share capital of the Company in issue and may not
exceed in nominal value 30% of the issued share
capital of the Company in issue for a period of
10 consecutive years. The Share Option Scheme
will remain in force for the period of 10 years
commencing on 2 May 2005. No option may be
granted to any one person which, if exercised
in full, would result in the total number of shares
which were already issued and may fall to be
issued to him under all the options previously
granted to him pursuant to the Share Option
Scheme in any 12-month period up to the date of
grant, exceeding 1% of the maximum aggregate
number of shares for the time being issued and
which may fall to be issued under the Share Option
Scheme.

Share options granted to a Director, chief executive
or substantial shareholder of the Company, or to
any of their associates, are subject to approval
in advance by the independent non-executive
directors. In addition, any share options granted to
a substantial shareholder or an independent non-
executive director, or to any of their associates,
in excess of 0.1% of the shares of the Company
in issue at any time or with an aggregate value
(based on the price of the Company’s shares at
the date of grant) in excess of HK$5 million, within
any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

During the six months ended 30 June 2018,
6,585,000 share options lapsed, with no share
options being granted or exercised.
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114

FAIR VALUE HIERARCHY

The Group uses the following hierarchy for
determining and disclosing the fair values of
financial instruments.

Level 1: fair values measured based on quoted
prices (unadjusted) in active markets for
identical assets or liabilities

Level 2: fair values measured based on input
other than quoted prices included within
level 1 that are observable for asset or
liability, either directly (that is, as prices)

or indirectly (that is, derived from prices)

Level 38:  fair values measured based on inputs for
the asset or liability that are not based
on observable market data (that is,

unobservable inputs)

As at 30 June 2018 and 31 December 2017, the
Group did not have any financial instruments that
are carried at fair value except for the derivative
financial instruments.

At 30 June 2018 and 31 December 2017, the
conversion rights of the Group’s 8% Coupon
Convertible Bonds, together with redemption
rights (considered as a single derivative), classified
as derivative financial instruments of HK$Nil was
measured under level 3 of fair value hierarchy. The
fair value was valued by estimating the value of
the whole bond with and without the embedded
derivatives.

The most significant inputs in determination
of the fair value of conversion rights of the 8%
Coupon Convertible Bonds are market price of the
Company’s ordinary shares, discount rate, and
volatility rate of market price of the Company’s
ordinary shares.
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CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES

The Group follows the guidance of IAS 37
“Provisions, Contingent Liabilities and Contingent
Assets” to determine when contingent liabilities
should be recognised, which requires significant
judgement.

A contingent liability will be disclosed when a
possible obligation has arisen, but its existence
has to be confirmed by future events outside
the Group’s control, or when it is not possible to
calculate the amount. Realisation of any contingent
liabilities not currently recognised or disclosed
could have a material impact on the Group’s
financial position.

The Group reviews significant outstanding
litigations in order to assess the need for
provisions. Among the factors considered are
the nature of the litigation, legal processes and
potential level of damages, the opinions and
views of the legal counsels and advisors, and
the management’s intentions to respond to
the litigations. To the extent the estimates and
judgements do not reflect the actual outcome, this
could materially affect the results for the period and
the financial position.
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24 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

116

(a)

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively referred
to as the “Buyers”)

In March 2014, the Company received
certain legal letters (the “Letters”) from
the Buyers dated 20 March 2014, which
purported to be statutory demands serviced
to the Company pursuant to section
178(1)(a) of the Companies (Winding Up
and Miscellaneous Provisions) Ordinance
(Cap.32) (“Statutory Demand”).

The Letters concern disputes between the
Group and the Buyers relating to certain
primary contracts for the sale and purchase
of Indonesian iron ores, and contain
claims for (i) an amount of US$10,347,698
(equivalent to approximately
HK$80,242,000) which comprises
the demand for return of an advance
payment made by RR to the Group of
US$3,000,000 (equivalent to approximately
HK$23,264,000) and interest thereon to
the extent of US$7,347,698 (equivalent
to approximately HK$56,978,000)
payable up to 20 March 2014; and (i) an
amount of RMB70,355,783 (equivalent
to approximately HK$89,488,000) which
comprises the demand for return of an
advance payment made by UM to the
Group of RMB20,000,000 (equivalent to
approximately HK$25,438,000) and interest
thereon to the extent of RMB50,355,783
(equivalent to approximately
HK$64,050,000) payable up to 20 March
2014. The Company as guarantor to the
abovementioned primary contracts is
therefore also a party to these litigations.
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24 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

(@)

Interim Report 2018

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM?”) (collectively referred
to as the “Buyers”) (continued)

On 4 April 2014, the Group issued a legal
letter to the legal representative of the
Buyers requesting them to withdraw the
Statutory Demand as the Group considers
that it has bona fide defences on substantial
grounds to the claims asserted from the
Buyers, and the Group also considers it has
very substantial counterclaims against the
Buyers as a result of their non-performance
of the relevant contracts.

On 7 April 2014, the Group received
another legal letter from the legal
representative of the Buyers informing that
the Buyers will not present their winding
up petition against the Company without
serving a 3-day notice.
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24 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

118

(a)

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively referred
to as the “Buyers”) (continued)

On 11 April 2014, the Company received
another statutory demand from the legal
representative of UM to claim for certain
interest charge (“Interest Charge”) on certain
loans provided by UM to the Group (the
principal of which had been fully repaid
before 31 December 2014) calculated
up to 11 April 2014 (as supplemented by
another legal letter dated 15 April 2014),
together with the related penalty, to the
extent of US$3,839,000 (equivalent to
approximately HK$29,770,000). The
Group has subsequently replied, through
its legal representative, that most of the
claimed Interest Charge are unenforceable
at law but agreed to pay the relevant
interest charge (after tax) calculated under
normal contract terms in the amount of
US$345,000 (equivalent to approximately
HK$2,675,000) which had been provided
for during the year ended 31 December
2013.

On 9 May 2014, the Group received
another legal letter from the legal
representative of UM informing that UM will
not present its winding up petition against
the Company without serving a 3-day
notice.

In October 2014, the legal representative of
UM issued a letter to the Group requesting
payment for the amount of US$345,000
and the Group fully settled the amount in
November 2014.
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24 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

(a)

Interim Report 2018

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM?”) (collectively referred
to as the “Buyers”) (continued)

On 18 November 2014, a subsidiary of the
Group received a legal letter from RR, which
purported to be statutory demand serviced
to the subsidiary pursuant to section
254(2)(a) of the Singapore Companies
Act (Cap.50), requesting for settlement of
a payable of US$1,726,000 (equivalent
to approximately HK$13,387,000) (the
“Unpaid Invoices”), which has been
included as current liabilities of the Group
in the interim condensed consolidated
financial information.

On 8 December 2014, the Group issued a
legal letter to RR requesting RR to withdraw
such statutory demand and confirm that
RR will not commence winding up of the
aforementioned subsidiary as the Group
considers it has bona fide defences on
substantial grounds to the claims asserted
in RR’s letter dated 18 November 2014
and significant cross-claims against RR and
therefore the Unpaid Invoices should not be
settled at this stage since the Group would
be entitled to set these sums off against its
very substantial counterclaims for RR and/
or UM.
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24 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

120

(a)

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively referred
to as the “Buyers”) (continued)

On 8 September 2015, Easyman entered
into a Swap of Debt Agreement with
RR and CNR Group Holdings Pte Ltd
(“CNRG”), a subsidiary of the Group, which
gave effect to provide a charge over a total
of 31,762,295 shares in the Company to
RR as a security for the above litigation.
These shares can be used by RR for
settlement of any liabilities that may arise
and become payable by the Group to RR in
respect of the above litigation.

In order to resolve certain of the above
claims and disputes, Yongtong Special
Steel and CNRG, subsidiaries of the Group,
also entered into an agreement with RR
on 6 June 2016, pursuant to which, and
on a “no admission of liability” basis that,
Yongtong Special Steel shall deliver certain
equipment to RR as a consideration for
offsetting any payables due by the Group
to RR to the extent of RMB30,000,000
(the “Consideration Equipment”). Upon
delivery of all relevant equipment and
acknowledgement receipt by RR, any
liabilities that the Group may owe to RR
shall be reduced by RMB30,000,000.
These equipment have been delivered to
and acknowledged receipt by RR before 31
December 2016.

RERER R A R AR

24 FAKREBE - RRERMUH

(%)

(a)

E2Rock Resource
Limited ([RR ])

K United Mineral
Limited (TUM ) (%t
BIER]) 2HFD
(#&)
RZZE—RHFLAN
H ' EasymanfaRR&
N & B KB A AICNR
Group Holdings Pte Ltd
([CNRG AT — 1 &
BERZ  BUEKAR
AR A4 7131,762,295
B& P& 5 18 52 FRRIEA L
it 5 54 B AR @ o RRA]
HzEROAREEL
MEFATREELEBAS
ERE i sFAZEN FRR
WEMAaE-

AEREMETHRR
AWy NEBHKH B R A
K 3 45 81 & CNRGEERR
R-ZZE—XRNEXNAXA
I HE B R
BIEAERESTIOE
A oK RS I % € MRR
RIFE TR BRI
7N £ [ & [AIRR < /I {E
AEMRENRE &
% A R #30,000,000
T(ITREZE] EXR
1 BT B 1B RA 3% 18 RRRIZ
HEBCRFE - RE@A]
BERRREVIEMAEKS
B A R 30,000,000
TL-RZE—RE+=A
=+—RZA ZEEE
2 X ff FRR - I FHRR#E
R

“ER - N\Fh#wmE



Notes to Interim Condensed Consolidated Financial Information

SR RA R B R & B4 35 5 LB aE

24 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

(a)

Interim Report 2018

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM?”) (collectively referred
to as the “Buyers”) (continued)

During the year ended 31 December 2017,
the Company, Mr. Dong and the Buyers
entered into a settlement agreement (the
“Settlement Agreement”) pursuant to which
all these parties agreed to fully settle the
above litigation matters, amongst other
terms and conditions, at an aggregate
consideration of US$12,000,000 as follows:

0] an amount of US$5,000,000 to
be satisfied by the aforementioned
Consideration Equipment of
Yongtong Special Steel delivered
to RR during the year ended 31
December 2016; and

(ii) the remaining amount of
US$7,000,000 to be settled by Mr.
Dong on behalf of the Company,
by transferring his entire personally
interest in 50% equity interests in
an unlisted entity to UM or a party
specified by UM.

As at 30 June 2018, the above Settlement
Agreement is still under execution. Based
on the terms of the Settlement Agreement,
the directors consider that the Settlement
Agreement will be fully executed in 2018
and no material loss to the Group will be
resulted upon final settlement of the above
litigation matters.
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24 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

122

(b)

Dispute on Contracts of
Affreightment (“COAs”)

The Group entered into certain COAs with
various marine vessel owners committing
certain minimum number of cargoes per
calendar month for exporting iron ores from
Indonesia. As a result of the unfavourable
economic environment and the various
changes in rules and regulations stipulated
by the Indonesian government authorities
since year 2012, the Group’s ores export
was adversely affected and therefore unable
to fulfil the minimum cargoes commitments
as stipulated by some of these COAs.

During the year ended 31 December 2014,
the Group received various legal letters
from TORM A/S (“TORM”), a marine vessel
owner, to (i) claim for an outstanding freight
charges payable by the Group to TORM of
approximately US$1,834,000 (equivalent
to approximately HK$14,268,000)
(“Outstanding Freight Charges”); and (ii)
notify the commencement of arbitration
proceedings pursuant to the terms of the
relevant COAs to claim for loss and damage
suffered by TORM (“Other Losses”) with
respect to approximately 51 unfulfilled
cargoes under the terms of the relevant
COAs which is estimated by TORM to be
approximately US$11,828,000 (equivalent
to approximately HK$91,721,000) up to 27
March 2014 (the amount stated in the latest
claim submissions from TORM).
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24 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

(b)

Interim Report 2018

Dispute on Contracts of
Affreightment (“COAs”) (continued)

The dispute with TORM in respect of the
Outstanding Freight Charges had been
settled at an amount of US$419,000
(equivalent to HK$3,253,000) during the
year ended 31 December 2014 and the
claim had been fully discharged in June
2014.

In connection with the claims on Other
Losses, the Group has engaged legal
advisors to commence arbitration
procedures with TORM in February 2014.

During the period ended 30 June 2018,
the Group has been actively negotiating
with TORM on settlement of the above
claims on Other Losses. In preparing this
interim condensed consolidated financial
information, the directors have obtain legal
advice in this respect and, based on the
current status of the proceedings, evidence
exchanged and the latest communication
with TORM, consider that most likely the
Group will be able to settle the claims
on Other Losses at a consideration of
approximately US$5 million (equivalent to
HK$38,782,000). A provision for claims of
the same amount has been made by the
Group during the year ended 31 December
2015.
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(b)
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24 CONTINGENT LIABILITIES, CLAIMS 24 HAEEBE BHERMUSH
AND DISPUTES (continued) (&)
(b) Dispute on Contracts of b) RMEMEESH (A
Affreightment (“COAs”) (continued) MEEBEEHN]INERE
(%)
As at 30 June 2018 and up to the date RZZE-NFRA=+
of approval of the interim condensed AREZEREBAERAES
consolidated financial information, based on MIEERLERR  BE
the best knowledge and information of the FERRMREL R
directors, there are no other major claims AR 4R & B IS & B P I
in relation to any COAs that the Group BEIN AEBBES R
has entered into saved as disclosed in this HilvuEME@EEME
interim condensed consolidated financial BEHNZHMEREBER
information.
Should the resolution of these legal claims WA ERRRE FE
and disputes turn out to be unfavourable to BB BERTFRARE
the Group, the Group may need to record B REBEARERERK
additional losses in respect of these claims BEHRRZERERER
and disputes in future reporting periods. FRESEINYEL-
25 COMMITMENTS 25 &g
Capital commitments B EIE
30June 31 December
2018 2017
—E-N\F —E—+F
AA=+HB +ZA=+-—H
HK$’000 HK$'000
Fax FHET
(Unaudited) (Audited)
(REEER) (fe2&%)
Contracted, SEENER ST H
but not provided for:
Property, plant and M- BB R
equipment B 48,700 49,292
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25 COMMITMENTS (continued)
Operating lease commitments - as lessee
The Group leases certain of its office and
residential properties under operating lease
arrangements. Leases for properties are negotiated
for terms ranging from two to three years.

At 30 June 2018, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

25

AYE ()
REHEARE-FEREBAA
AEERBRERELHERSE
THAEREEYE -EEEL
MEREFHNTRE=F-

RZZE-NFERA=+H K&
BR T &R AR BRED
AIREHEE R E 2 RRRIEHE
SN PR :

30 June 31 December

2018 2017
—ZE-N\F —T—+tF
XA=+A t-A=t-A

HK$’000 HK$'000
FHET FHET
(Unaudited) (Audited)

(REEER) (BER)

Within one year —FR 2,155 2,802

In the second to fifth years, F_EFERF
inclusive (BIEERWT) 551 180
2,706 2,982
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26 RELATED PARTY TRANSACTIONS 26 BEIRS
In addition to the transactions detailed elsewhere BRI EIERGRES MR A
in the interim condensed consolidated financial 75 5l 2 RSN - AREE R
information, the Group had the following material BHE-ZZ—/\FAA=tAHLE
transactions with related parties during the six NEAEBESEITTIIEKR
months ended 30 June 2018: X5
()  Transactions with related parties () EREESNRS
Six months ended 30 June
Nature of BEASA=+HLAEA
Name of related parties transactions 2018 2017
BEsSEE XEHE —E-N\F —T—tF
HK$’000 HK$’000
FET FAET
(Unaudited) (Unaudited)

(REEX) CREER)

Easyman (note a) Interest expense
(note b) 1,849 1,635
Easyman (ffizta) FMEEA (MaEb)
Ms. Sun Qiaodian Interest expense
(“Ms. Sun”) (note c) (note ¢) 6,731 6,216
Rropa+ ([Fxtl) MEER(MEc)
(MzEc)
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SR RA R B R & B4 35 5 LB aE

26 RELATED PARTY TRANSACTIONS 26 BEFIRS (E)
(continued)
(i) Outstanding balances with related (i) EEBESNKREHRE
parties

30 June 31 December

2018 2017
—¥-NF T tF
ARA=E+H TZA=1T—H

HK$’000 HK$'000
FHER FHET
(Unaudited) (Audited)

(REBERK) (EEZ)

Prepayments to Yiwan & Yiwanz 718

(note d) (Mf3Ed) 14,439 12,463
Loan to Full Harvest ERTYRER

Development Limited BRAR (Hixe)

(note e) 56,975 56,975

Amounts due to Easyman %5 R Easymanzi I8
(note b) (MizED) 58,988 57,564

Amounts due to Ms. Sun &R &z + 308
(note ¢) (MizEe) 30,483 30,745

Amounts due to a director, #&/KEEE T L&
Mr. Dong Chengzhe FRIA (FEr)
(note f) 2,019 2,132

Amounts due to Mr. Dong 45 /R & 45 4 3B
(note 1) (FHFEf) 74,676 61,709
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AR R iR & M R EL

26 RELATED PARTY TRANSACTIONS

(continued)

(i)  Outstanding balances with related
parties (continued)

128

Notes:

(@)

Easyman is a company wholly owned by Mr.
Dong. The Directors consider that Mr. Dong
through Easyman, as a lender of Yiwan, has
an indirect economic interest in Yiwan.

Details of the terms of amounts due to
Easyman are disclosed in Note 19(e).

Ms. Sun Qiaodian is the spouse of Mr. Dong.
Amounts due to Ms. Sun are unsecured
and repayable by 30 June 2018. Interest is
calculated at mutually agreed terms. The
balance is overdue as at 30 June 2018.

Prepayments are made to Yiwan for purchase
of iron ores. The amount is unsecured and
interest free and will be settled by offsetting
the relevant purchases.

The shareholder’s loan to Full Harvest
Development Limited, an associate, is
unsecured and interest-free.

Amounts due to Directors are unsecured,
interest-free and repayable on demand.

SRERERZERAR AT

26

(i)

RELSXS (&)

(%)
GES

(@

ERRE T MR AR

EasymanJi—RIHE L
E2BREBZ AR
EasymanfF /% YiwanZ
R AT Yiwantk B
PR AC R 2 o

# /X Easymanik 8 &
2 F SR BN T
19(g) °

BROBLETRERE
ZHRB-BRELL
RAREERREAR
—E-N\ERA=T
B ATEE - 7.8 2148
BRI BGHREH - &fE
BR-ZZ—N\FXA
=+HEH-

TEfHYiwanZz FKIB T A
BEERAMmEL %
SEABERRES
I 1% i B 4K S AE B B
EimEHE-.
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SR RA R B R & B4 35 5 LB aE

26 RELATED PARTY TRANSACTIONS 26 BHEIXRS (&)
(continued)
(i) Compensation of key management i) TEEFEEEAEZ
personnel of the Group: 51

Six months ended 30 June
BEAA=1+HLEAER

2018 2017
—Z2-N\F —T—+F
HK$’000 HK$'000
FHER FHET
(Unaudited) (Unaudited)

(REBERK) CREER)

Fees e 500 500
Salary, allowances and benefits ¥ & - 285 & 42 F| 3,313 3,432
Employee share option benefits 1& & 88 B £ 42 7 - 4
Pension scheme contributions & A% 5t & 7% 17 17

3,830 3,953
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ERELREMBEH

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Directors recognise the importance of good corporate
governance in the management of the Group. During
the six months ended 30 June 2018, the Company has
complied with the code provisions of the Corporate
Governance Code (“CG Code”) as set out in Appendix 14
to the Listing Rules, except for the following deviations:

(1

130

Code Provision A.2.1

The Executive Director, Mr. Dong Shutong, served
as the Chairman and Chief Executive Officer of
the Company. The Chairman is responsible for
overseeing the Company’s operations in respect of
compliance with both internal rules and statutory
requirements, and promoting the corporate
governance of the Company. The Company did
not appoint another individual to act as the Chief
Executive Officer for the six months ended 30
June 2018. This constitutes a deviation from
code provision A.2.1. The Board believes that it
is in the best interests of the Company and the
shareholders as a whole since Mr. Dong Shutong
is knowledgeable in the business of the Group and
possesses the essential leadership skills to guide
discussions of the Board. Important decision-
making and the day-to-day management of the
Company are carried out by all of the Executive
Directors. Although the roles of the Chairman and
the Chief Executive Officer of the Company are not
segregated, the functions of the chief executive
were carried out by all of the Executive Directors
collectively.

The Board considered that the Group’s prevailing
structures and systems met the code provisions
in the CG Code. The current practices will be
reviewed and updated regularly to follow the latest
practices in corporate governance.
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Code Provision A.4.1

Under code provision A.4.1, Non-executive
Directors should be appointed for a specific term.
Except for Mr. Fahmi Idris, Independent Non-
executive Director, who was appointed for a term
of three years, Mr. Yang Tianjun, Non-executive
Director and the remaining Independent Non-
executive Directors including Mr. Bai Baohua, Mr.
Huang Changhuai and Mr. Wong Chi Keung were
not appointed for a specific term. This constitutes
a deviation from code provision A.4.1. However,
according to the articles of association of the
Company, one-third of the Directors for the time
being shall retire from office by rotation at each
annual general meeting and the Directors to retire
by rotation shall be those who have been longest
in office since their last re-election or appointment.
As such, the Company considers that sufficient
measures have been taken to ensure that the
Company’s corporate governance practice in
this respect is in line with that provided in the CG
Code.

)
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ERELREMBEH

BOARD’S CONSIDERATION - MITIGATION
MEASURES TO GOING CONCERN ISSUE
The Directors have given careful consideration to the
future liquidity and performance of the Group and its
available sources of financing in assessing whether the
Group will have sufficient financial resources to continue
as a going concern. Certain measures have been taken to
mitigate the liquidity pressure and to improve its financial
position which include, but not limited to, the following:

)

132

On 5 March 2016, the Company and a potential
investor (the “Potential Investor” or “Subscriber”)
entered into a share subscription agreement
to subscribe for a total of 1,465,898,410 new
ordinary shares of the Company at a subscription
price of approximately HK$0.1876 per share
(the “Subscription Shares”), with proposed
gross proceeds totalling HK$275 million (the
“Subscription”), subject to certain conditions
precedent which, among others, include the
following:

o approval from the Company’s shareholders,
or independent shareholders when
appropriate, for (i) allotment and issuance
of the Subscription Shares; (i) a Whitewash
Waiver; and (i) a Special Deal (as defined
hereunder), at the extraordinary general
meeting of the Company (‘EGM”);

. Whitewash Waiver being granted by The
Securities and Futures Commission of Hong
Kong (“SFC”) in respect of any obligation of
the Subscriber and parties acting in concert
with it to make a mandatory general offer
in cash for all the issued shares and other
relevant securities of the Company not
already owned (or agreed to be acquired) by
the Subscriber and parties acting in concert
with it which might otherwise arise as a
result of the Subscription;
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. the consent from the SFC for repayment
to any creditor who is a shareholder of
the Company using the proceeds from
the Subscription under a proposed debt
restructuring as mentioned below (the
“Special Deal”);

. approval of resumption of trading of
the Company’s shares, and listing of
the Subscription Shares from the Stock
Exchange; and

. completion of a debt restructuring by
the Company by way of the “Schemes”
(Note) (the “Debt Restructuring Proposal”).
The debt restructuring refers to a plan for
restructuring of the indebtedness of the
Company which involves, among other
things: (i) the reduction and cancellation
of the outstanding principal amount of the
Bonds by at least 80%; (i) the reduction
and cancellation of all the outstanding
accrued interests of the Bonds; (iii) the
release and discharge of all security
collateral provided in relation to the 12%
Coupon Senior Bonds and the 8% Coupon
Convertible Bonds; and (iv) the reduction
and cancellation of all other indebtedness
and contingent liabilities of the Company
as referred to in the Debt Restructuring
Proposal, by at least 80%.

Supplemental Subscription Agreements

On 21 May 2018 and 10 June 2018, the
Subscriber, the Company and Mr. Dong Shutong
entered into the Supplemental Subscription
Agreements, pursuant to which the Subscriber,
the Company and Mr. Dong Shutong, being the
chairman and executive Director of the Company,
agreed to supplement and/or amend certain terms
and conditions of the Subscription Agreement as
follows:
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Long Stop Date

Pursuant to the Supplemental Subscription
Agreements, the Company and the Subscriber
agreed to further extend the Long Stop Date from
30 June 2018 to 30 September 2018 or such
other date as may be agreed by the Company and
the Subscriber in writing from time to time.

Conditions Precedent
Pursuant to the Supplemental Subscription
Agreements:

@

The conditions precedent to Completion
as contemplated under the Subscription
Agreement (as set out in the section headed
“Conditions Precedent” in the Company’s
announcement dated 7 March 2016), which
require () approvals by the Shareholders,
or Independent Shareholders when
appropriate, at the EGM; (i) grant of the
Whitewash Waiver by the Executive to the
Subscriber; and (i) consent to the Special
Deal by the Executive, are expanded to
include all the necessary Shareholders’
or Independent Shareholders’ approval(s)
and waiver(s)/consent(s) by the Executive
in relation to not only the Subscription
but all the transactions and arrangements
contemplated under the Resumption
Proposal.

Subject to all the other conditions precedent
to Completion having been satisfied or
waived (if applicable) before the Long Stop
Date, the Subscriber agreed to waive the
following conditions:

(i) a written confirmation having been
given by the Stock Exchange and
the SFC (if applicable) confirming
that they have no further comments
on the announcement in relation
to the resumption of trading in the
Shares on the Stock Exchange and/
or the Resumption Proposal; and
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(ii) the approval of resumption of trading
in the Shares having been obtained
from the Stock Exchange (subject to
other Resumption Conditions having
been satisfied and such Resumption
Conditions not having adverse effect
on the transactions contemplated
under the Subscription Agreement
or the right of the Subscriber
thereunder), and such approval not
having been revoked.

Settlement of consideration

The Subscriber will pay no more than HK$150
million (as set out in the section headed “Use
of proceeds and future business plan” in the
Company’s announcement dated 7 March 2016)
directly to the designated trust account of, or
such other account as directed by, the scheme
administrator pursuant to the Debt Restructuring
under the Resumption Proposal on the Completion
Date, subject to all the Conditions Precedent
having been satisfied or waived (as the case may
be).

Post-completion obligation of the Company
The Company must fulfil the following conditions
(“Post-completion Obligation”) within 2 months
from the Completion Date or on or before 5
October 2018, whichever is later (“Post-completion
Long Stop Date”):

(@) all the Resumption Conditions and the
conditions set out in the LRC Decision
Letter (including any other resumption
conditions as imposed or amended by the
Stock Exchange from time to time) having
been satisfied in full; and

(b) the approval from the Stock Exchange to
the resumption of trading in the Shares
having been obtained and such approval
not having been revoked.
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In the event the Company fails to fulfil the Post-
completion Obligation on or before the Post-
completion Long Stop Date or such later date
as the parties to the Supplemental Subscription
Agreements may agree, the Company shall,
subject to the applicable rules and regulations,
use its best endeavours to facilitate the Subscriber
to receive in cash an amount equivalent to the
sum of (i) the actual consideration paid by it under
the Subscription, and (i) 10% of such actual
consideration paid (being the finance costs and
administrative expenses incurred in connection
with the Subscription) (together, the “Agreed
Amount”) on or before the expiration of the 18th
months from the Post-completion Long Stop Date
(the “Due Date”).

Such endeavours shall not involve any transfer of
Shares from the Subscriber to the Company, Mr.
Dong Shutong and/or any other person which will
trigger any obligation to make a mandatory general
offer to the Shareholders under Rule 26.1 of the
Takeovers Code by any person.

Guarantee

The Company’s Post-completion Obligation and
its obligation to facilitate the Subscriber’s receipt
of the Agreed Amount on or before the Due Date
are unconditionally and irrevocably guaranteed by
Mr. Dong Shutong. In the event the Subscriber
fails to receive the Agreed Amount in full on or
before the Due Date, Mr. Dong Shutong, being
the guarantor, shall be obligated to pay to the
Subscriber the shortfall of the Agreed Amount
together with interest thereon calculated at the rate
of 0.05% per calendar day and accruing from the
Due Date up to (and including) the date on which
the Agreed Amount is paid in full. Such guarantee
shall not involve any transfer of Shares from the
Subscriber to Mr. Dong Shutong and/or any other
person which will trigger any obligation to make a
mandatory general offer to the Shareholders under
Rule 26.1 of the Takeovers Code by any person.
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Save as disclosed above, other terms and
conditions of the Subscription Agreement remain
unchanged.

In respect of the above, the Company appointed
a financial advisor and debt restructuring scheme
advisor to facilitate the Subscription and Debt
Restructuring Proposal.

At the meetings of the holders of the 12% Coupon
Senior Bonds and the 8% Coupon Convertible
Bonds held on 21 June 2016 and 6 July 2016,
respectively, separate extraordinary resolutions
(“Extraordinary Resolutions”) were passed and
resolved, among others, to approve the Debt
Restructuring Proposal, not to enforce any security
of the Bonds until approval of the Schemes and
release the security as required under the Schemes
following the Schemes becoming effective,
vote the entire principal amount in favour of the
Schemes at the meetings of the Schemes, waive
any event of default or potential event of default
which might or has occurred and not to demand
repayment of any amount due under the Bonds.

Following the passing and effectiveness of the
Extraordinary Resolutions by 6 July 2016, the
Company is preparing the necessary documents
to submit to the courts for the relevant creditors’
approval and court sanction for the Cayman
Scheme and the Hong Kong Scheme under the
Debt Restructuring Proposal.

The Company is also actively negotiating with other
creditors of the Company for the execution of the
Debt Restructuring Proposal.

Note:

The proposed scheme of arrangement pursuant to Section
86 of the Companies Law (2007 Revision) of the Cayman
Islands between the Company and the creditors under such
scheme (the “Cayman Scheme”) and the proposed scheme of
arrangement of pursuant to Sections 670, 673 and 674 of the
Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
between the Company and the creditors under such scheme
(the “Hong Kong Scheme”), collectively are referred to as the
“Schemes”.
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In relation to the secured bank loan of
HK$99,573,000 due within one year which
contains a repayment on demand clause, the
Group is actively negotiating with the bank for
waiver of the relevant clause and renewal of the
loan.

In relation to the syndicated bank loan and the
bank loan under the Unsecured Loan Facility to the
extent of HK$589,146,000 and HK$420,668,000,
respectively, the Group is actively negotiating
with the respective banks for the waiver of the
breach of the undertaking and restrictive covenant
requirements; and the renewal of these loans, for
which HK$589,146,000 and HK$139,085,000
respectively, are contractually due for repayment
within twelve months as at 30 June 2018.

On 21 January 2013, the Group entered into a
non-binding framework agreement with Beijing
Wincapital Management Co., Ltd. (“Beijing
Wincapital”) in relation to the disposal of a 30%
equity interest in S.E.A. Mineral Limited (“SEAM”),
a wholly-owned subsidiary of the Group. The
aggregate disposal consideration is expected to
be approximately US$150 million (approximately
HK$1,170 million). The proposed transaction is
yet to complete and no formal sales and purchase
agreement has been entered into up to the date of
this report. Longer than expected time was spent
on negotiation of the detailed terms and conditions
because of the rapid change in operating and
regulatory environment of SEAM since the
framework agreement was signed. The Group
is currently negotiating with Beijing Wincapital to
modify the structure and detailed terms of the
disposal on the equity interest in SEAM.

In connection with the proposed disposal, Beijing
Wincapital arranged certain loan finance to the
Group (“Financing Loans”), which can be settled by
offsetting against the disposal consideration should
the proposed disposal be completed.
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As at 30 June 2018, the outstanding
Financing Loan amounted to approximately
RMB200,000,000 (equivalent to HK$237,220,000)
was overdue for repayment. Up to the date of this
interim report, the Group has not received any
letter from the lender demanding for repayment
of this loan. Management is currently negotiating
with the relevant parties to formally extend the
repayment of this borrowing to facilitate the
completion of the proposed disposal. Management
believes that with bona fide intention for all relevant
parties, the proposed disposal will be completed
and the Group will be able to offset this borrowing
against the disposal consideration.

On 11 March 2018, the Group entered into a
sale and purchase agreement with Mr. Sun Gang
(“Mr. Sun”), who is also a substantial shareholder
of Henan Pingyuan Holding Group Co., Ltd (97
FAEREREERMHER AR or “Pingyuan”),
pursuant to which the Group agreed to sell
7% equity interest in SEAM to Mr. Sun at a
consideration of RMB210,000,000 (equivalent
to approximately HK$249,081,000) conditional
upon, amongst others, obtaining approval from
shareholders of the Company at an extraordinary
general meeting and resumption of trading of the
Company'’s shares.

Apart from the borrowings mentioned in (1) to
(4) above, the Group had other borrowings from
certain related parties of the Group, the Potential
Investor, related parties of the Potential Investor
and other third parties of HK$88,624,000,
HK$294,152,000, HK$252,533,000 and
HK$53,807,000, respectively that were either
overdue or due for immediate repayment as at
30 June 2018. The Group has been actively
negotiating with the lenders for the renewal
and extension of the repayment dates of these
borrowings, of which an extension of the
repayments of the borrowings from related parties
of the Potential Investor for a term of 2 years is
currently under discussion.
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The Group is also negotiating with various
financial institutions and identifying various options
for financing the Group’s working capital and
commitments in the foreseeable future, including
identification of potential investors to invest in
various projects undertaken by the Group.

The Group is also maximising its sales effort,
including speeding up of sales of its existing
inventories and seeking new orders from overseas
markets or new customers on developed new
products, exploring new business opportunities
and implementing more stringent cost control
measures with a view to improving operating cash
flows. During the six months ended 30 June 2018
and up to the date of this report, the Group has
also engaged in providing sub-contracting services
to external customers and continues to receive
new sales orders of its iron and steel products from
independent third party customers. Management
believes that the Group will be able to record a
significant increase in revenue in the coming twelve
months after the reporting period.

The Group has engaged legal advisors to handle
all claims and disputes. The Directors have
also obtained advice from legal advisors on
these matters and, based upon which, are of
the view that the Group will be able to resolve
those outstanding claims and disputes, with no
significant cash outflows in the next twelve months.
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9) Following the Review Hearing held on 5 December
2017, the Listing (Review) Committee informed
the Company by a letter dated 12 December
2017 (the “LRC Decision Letter”) that it decided
to set aside the cancellation of the Company’s
listing status to enable the Company to proceed
with implementing the Resumption Proposal. This
decision is subject to compliance with the following
conditions to the satisfaction of the Listing
Department:

(@) submit (i) a letter addressing to the
Company from the Company’s auditors
explaining the impairment assessment of
certain intangible assets of the Company
for the years 2014 to 2016; and (i) a
written commentary from the Company
incorporating the views of its auditors
that there would not be any material audit
qualifications on the Company’s next
audited consolidated financial statements
and no material impairment of the
Company’s intangible assets would be
made, should the Resumption Proposal
be implemented as planned; to the Listing
Department within 3 months from the date
of the LRC Decision Letter (i.e. 12 March
2018);

(b) the transactions and arrangements
contemplated under the Resumption
Proposal shall be supported by signed and
legally binding agreements within 6 months
from the date of the LRC Decision Letter
(i.e. 12 June 2018) and evidence thereof be
provided to the Listing Department by way
of certified copies of all such agreements;
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a circular to the shareholders (in
substantially final form) regarding the
implementation of the Resumption
Proposal shall be submitted to the Listing
Department and, in relation to Takeovers
Code matters, the Securities and Futures
Commission for clearance within 6
months from the date of the LRC Decision
letter (i.e. 12 June 2018) and shall be
in form and content satisfactory to the
Listing Department both in relation to the
implementation of the Resumption Proposal
itself and that the Company would be able
to comply with Rule 13.24 of the Listing
Rules and meet all resumption of trading
conditions previously identified by the
Listing Department to the Company;

the documents necessary for the scheme
of arrangement of the Company shall be
formalised within 6 months from the date of
the LRC Decision Letter (i.e. 12 June 2018);

the implementation of the Resumption
Proposal shall be completed by 30
September 2018, should the Resumption
Proposal be approved by the Company’s
shareholders; and

the Company shall report to the Listing
Department on a 3-month basis, reporting
on the progress of the implementation of
the Resumption Proposal.

It is also stated in the LRC Decision Letter that
should the Company fail to comply with any of the
above conditions to the satisfaction of the Listing
Department, the listing of the Company’s shares
on the Stock Exchange will be cancelled.
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On 12 March 2018, the Company submitted
(i) a letter addressing to the Company from the
Company’s auditors explaining the Company’s
impairment assessment of the intangible asset for
the years 2014 to 2016; (i) a written commentary
from the Company incorporating the views of
its auditors on any material audit qualifications
for the Company’s next audited consolidated
financial statements and any material impairment
of the Company’s intangible asset should
the Resumption Proposal be implemented as
planned; and (i) a report on the progress of the
implementation of the Resumption Proposal to the
Listing Department pursuant to conditions (a) and
(f) as imposed under the LRC Decision Letter.

On 11 March 2018, a legally binding sales and
purchase agreement was entered into between
the Company and a purchaser in relation to
the disposal of 7% equity interest in S.E.A.
Mineral Limited (the “Disposal”), which forms
part of the Company’s resumption plan. Details
of the Disposal please refer to the Company’s
announcement dated 10 April 2018.
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FULFILMENTS OF THE RESUMPTION
CONDITIONS

As contained in the Company’s announcement dated 11
July 2018 and pursuant to the LRC Decision Letter, details
of which are set out in the Company’s announcement
dated 13 December 2017, the Listing (Review) Committee
decided to set aside the cancellation of the Company’s
listing status to enable the Company to proceed with
implementing the Resumption Proposal subject to certain
conditions. Since then, the Company has been working
closely with its professional advisers in fulfilling the
conditions set out in the LRC Decision Letter. According
to the timeline, the Company submitted:

0

(i)

144

a letter addressing to the Company from the
Company’s auditors explaining the impairment
assessment of the intangible assets of the
Company for the years 2014 to 2016 and a written
commentary from the Company incorporating the
views of its auditors that there would not be any
material audit qualifications on the Company’s next
audited consolidated financial statements and no
material impairment of the Company’s intangible
assets would be made, should the Resumption
Proposal be implemented as planned to the Listing
Department (i.e. condition (a) in the LRC Decision
Letter);

certified copies of all the signed and legally binding
agreements in relation to the transactions and
arrangements contemplated under the Resumption
Proposal to the Listing Department (i.e. condition
(b) in the LRC Decision Letter);

a draft circular to the regulators regarding the
implementation of the Resumption Proposal and
the Company’s fulfilment of Rule 13.24 of the
Listing Rules and all other resumption conditions
imposed by the Listing Department (i.e. condition
(c) in the LRC Decision Letter);
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(iv)  the Scheme documents to the Hong Kong High
Court and the Grand Court of the Cayman Islands
for leave to convene the Schemes meetings (i.e.
condition (d) in the LRC Decision Letter); and

(V) reports dated 12 March 2018 and 12 June 2018
respectively, on the progress of the implementation
of the Resumption Proposal to the Listing
Department (i.e. condition (f) in the LRC Decision
Letter).

Based on the above, the Company expected to
implement the Resumption Proposal by 30 September
2018 (i.e. condition (e) in the LRC Decision Letter).

However, in stark contrast to the above achievements
thus far, the Decision on 3 July 2018 stated that the
Listing Committee is not satisfied that the Company has
fully met the conditions set out in the LRC Decision Letter
and decided to cancel the Company’s listing status under
Practice Note 17 to the Listing Rules.

The Board strongly disagrees with such Decision.
However, due to the uncertainty given rise by the
Decision, the court convening hearings in relation to the
Schemes for the Grand Court of the Cayman Islands
and the Hong Kong High Court, which were originally
scheduled for 3 July 2018 and 10 July 2018 respectively,
have been adjourned, and the implementation of the
Resumption Proposal and thus the fulfilment of all
resumption conditions will be adversely affected.
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The Company is also in the process of pre-vetting
the draft comprehensive announcement in respect of
remaining transactions and arrangements contemplated
under the Resumption Proposal, which include, among
others, the disposal of certain interest in the Company’s
subsidiaries and the proposed open offer. Further
announcement(s) will be made by the Company to inform
the shareholders and potential investor of the Company
in respect of the progress of the implementation of the
Resumption Proposal as and when appropriate.

REVIEW OF THE DECISION OF THE
LISTING COMMITTEE

Under Rule 2B.06 of the Listing Rules, the Company
has the right to have the Decision referred to the Listing
(Review) Committee for review.

The Review hearing has been scheduled on 10 October
2018.

The Company and its financial advisor are actively

preparing the written submission for Review Hearing
purpose.
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DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

On 5 March 2007, SEAM, an indirect wholly owned
subsidiary of the Company, entered into the EOA with
Yiwan, a limited company incorporated in Indonesia
and substantially owned by Mr. Soen Bin Kuan, who at
30 June 2018 and the date of this report holds more
than 5% of the issued share capital of the Company.
Pursuant to the EOA, Yiwan agreed to exclusively sell
and SEAM agreed to buy the iron ores produced by
Yiwan at a fixed price of US$16 per dry tonne, for a
minimum 40 million dry tonnes of iron ores throughout
a period of approximately 14 years expiring on 24
January 2021, which has subsequently been extended
by a supplemental agreement to 24 January 2036.
Pursuant to the recommendation letter issued by the
Minister of Mineral and Coal on 25 June 2012 to the
Minister of Commerce which granted the export approval
to Yiwan, the export price of iron ore was changed to
US$23.5 commencing from 1 July 2012. By virtue of
the convertible bonds issued by Yiwan to S.E.A. Mining
Limited and S.E.A. Mining Resources Limited which are
indirectly substantially owned by Mr. Dong Shutong,
Executive Director and Chairman of the Board, Mr. Dong
has an indirect interest in the EOA.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2018, the interests and short positions
of the Directors in the shares, underlying shares (in
respect of positions held pursuant to equity derivatives)
and debentures of the Company and its associated
corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQ”) which (a) 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 and short positions which they
are taken or deemed to have under such provisions of the
SFO); or (b) were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein; or (c)
were required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules (the “Model Code”), to
be notified to the Company and the Stock Exchange were
as follows:

(i) Long positions in the shares of the
Company as at 30 June 2018:
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LR NGRS £y
WEREERG
EEpR BHEERZSH RHEAR ZHABES L
Dong Shutong Held by controlled 1,465,898,410 47.47%
EER corporations (note)
BAXEEEREE (M)
Dong Chengzhe Beneficial owner 1,500,000 0.05%

Bt BEnBEAA

Note:  As at 30 June 2018, 1,441,042,410 shares and
24,856,000 shares were held by Easyman and Sino
Regent Worldwide Limited (Sino Regent), respectively.
As the entire issued share capital of each of Easyman
and Sino Regent is held by Mr. Dong, Mr. Dong is
deemed to be beneficially interested in such Shares by
virtue of the SFO.

148 REREABRIERERAF

MiiE: RZZT—NFEXA=+H"
Easyman} Sino Regent
Worldwide Limited ([Sino
Regent])® 8l # &
1,441,042,4100% 224,856,000
& B% 1% - f8 7 Easyman K Sino
Regent®& B #) 2 5 B B#TRA
HRELEERFR REZH
RBEN EXERBE AR
ZEROTFRBEE -

“E-N\Fh#wmE



Corporate Governance and Other Information

ERESREMBH

(i) Long positions in the underlying shares (i) R-BE-—NFARA=+HRZE

(in respect of positions held pursuant to
equity derivatives) of the Company as at 30

June 2018:

i

NEEERS (RAREREST
ETARENRAMS) 25

Approximate
percentage to

Number of the issued

Capacity in which share options voting shares

Name of Directors interest are held (note)  of the Company

[ER NG IEE- £y

BREHE WNWAREERG

EEHE BEREBRZHH (PE) 2B

Dong Shutong Held by spouse 1,500,000 0.05%
BEER HEEHA

Dong Chengzhe Beneficial owner 1,500,000 0.05%
B BEnfEAA

Song Wenzhou Beneficial owner 1,500,000 0.05%
RS BEn#AA

Yang Fei Beneficial owner 1,500,000 0.05%
5R EREAA

Note:  The share options are unlisted equity-settled options MisE: ZEEBREARBAARNZ

granted pursuant to the Company’s share option
scheme adopted on 2 May 2005 and expired on 2
May 2015. Upon exercise of the share options in
accordance with such share option scheme, shares
are issuable to the option holder(s) who exercise(s) the

rights.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES
(IN RESPECT OF POSITIONS HELD
PURSUANT TO EQUITY DERIVATIVES) OF
THE COMPANY

As at 30 June 2018, shareholders (other than the interest
disclosed above in respect of the Director who is also
a substantial shareholder of the Company) who had
interests and short positions in the shares and underlying
shares (in respect of positions held pursuant to equity
derivatives) of the Company which have been disclosed to
the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of
the SFO were as follows:

Long positions in the shares and underlying
shares (in respect of positions held pursuant to
equity derivatives) of the Company as at 30 June
2018:

FTERRNAED TR G RAEBER
7 (RBRERETETAREN
FRAMS)FZRERAR

RZZE—NEXNA=+H BE (T
BIEXBEEREARNARIETERE Y
EEASER) RAQ RGN RAERR
% (IR ESTE TR BNFAM
)R EEREESRBAEERMEXY
2R B3N F 2 HE B AARRIH
B RSN AR RIREEFMBRE K
BlE336I5HEEFE 2 Bz
KRBT

REZB-NFARA=ZTHERERH
RO RAERS (RBERESTET

ERENERAME) 2HA:
Number of
shares/
underlying
shares

(in respect of
positions held
pursuant to

Approximate
percentage to
the issued

Capacity in which equity voting shares
Name of Shareholders interest are held derivatives) of the Company
B 12 A8 B3 B 12
(RBERE GEAREHTH
FTETARFEN AEREERGZ
BRREE HERBEZSH BEWmE)HAE BHEIL
Easyman Beneficial owner 1,441,042,410 46.66%
Easyman EnEBA
Soen Bin Kuan Beneficial owner 182,734,104 5.92%
FRIE EmlEA
Sun Qiaodian (note 1) Beneficial owner 1,500,000 (note 2) 0.06%
BRI (1) EmlEA (Ht&E2)
Held by spouse 1,465,898,410 47.47%
HmEBHE
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Notes:

1. Ms. Sun Qiaodian is the spouse of Mr. Dong Shutong, whose
interest was disclosed in previous section.

2. The share option are unlisted equity-settled options granted
pursuant to the Company’s share option scheme adopted on
2 May 2005 and expired on 2 May 2015. Upon exercise of the
share options in accordance with such share option scheme,
shares are issuable to the option holder(s) who exercise(s) the
rights.

Save as disclosed above, so far as was known to the
Directors, there was no other person who, as at 30 June
2018, had an interest or short position in the shares,
underlying shares (in respect of positions held pursuant
to equity derivatives) and debentures which would fall
to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, who was,
directly or indirectly, beneficially interested in 5% or more
of the issued voting shares of the Company; or 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.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed on 2 May
2005, the Company adopted a share option scheme (the
“Share Option Scheme”) for the purpose of enabling the
Company to recruit and retain high-calibre employees and
attract resources that are valuable to the Group and to
provide the Company with a means of giving incentive to,
rewarding, remunerating, compensating and/or providing
benefits to such persons who contribute or may bring
benefit to the Group. The Share Option Scheme remained
in force for a period of 10 years from adoption of such
scheme and expired on 2 May 2015.
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The options granted under the Share Option Scheme
have an exercise period of 10 years from the date of
acceptance of the options, which is in compliance
with the terms of the Share Option Scheme, subject
to a vesting schedule of 5 years whereby only 20% of
the options is exercisable 12 months after the date of
acceptance of the options and an additional 20% of
the options shall be exercisable by the grantee in each
subsequent year until the last day of the 5-year period
after the date of acceptance of the options when 100%
of the options become exercisable. Details of movements
in the Company’s share options during the period are as
follows

IRIBRE R 81 2 I3 RIBME AT
R B TTR AR EAEKR
BERARFAPTF EXAFRER
IR PTER - 1k - 20% 2 B A A AT 1
MBI S B12(8 ARTTHE - AKX
AAIR B E 2 — FITREIN20%EE
Rt BEEBREERAEMRAFH
Z&RBE— AT AITEEAPRBAE - IR
ARBEBREZEHFBOT

No. of share options

BREHE
Price of
Outstanding Outstanding Company’s
asat Granted Exercised Lapsed asat Exercise shares at
1January  duringthe  duringthe  during the 30 June price of exercise date
2018 period period period 2018 share options  of options
(note 1) (note 2)
RZB-NF R=B-N% ARARG
-B-A ABZ1A BREZ  RBRE
HATE REARY  REATE REAEN MR THE TRANER
(W) (Hist2)
HKS HKS
AT AT
Directors Ex
Mr. Dong Chengzhe EHELE 1,500,000 - - - 1,500,000 063 NATER
Mr. Song Wenzhou RS 1,500,000 - - - 1500000 063 NATER
Mr. Yang Fei BREE 1,500,000 - - - 1,500000 083 NATER
Sub-total for number of RyEE BhE
share options to Directors EEDS 4,500,000 - - - 4500000 - -
Other employees HfbEE 6,585,000 - - (6,585,000 - 245 NATMER
22,300,000 - - - 22,300,000 063 NATER
Sub-fotal for number of RFEMESL
share options to BIRERE it
other employees 28,885,000 S - (6585000 22,300,000
Total @ 33,385,000 - - (6585000 26,800,000
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Notes:

1 The exercise price of the share options is subject to adjustment
in the case of rights or bonus issues, or other similar changes in
the Company’s share capital.

2. The price of the shares of the Company as at the date of
exercise of the share options is the Stock Exchange’s closing
price on the trading date immediately prior to the date on which
the share options were exercised.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in the section “Share Option Scheme”
above, at no time during the period ended 30 June
2018 was the Company, its holding company, or any of
its subsidiaries and fellow subsidiaries, a party to any
arrangements to enable the Directors to acquire benefits
by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

During the period, none of the Directors had any interest
in a business which competes or is likely to compete,
either directly or indirectly, with the businesses of the
Group.

Interim Report 2018

ERESREMBH

OEE

1. MR 2 TR (B A AR B AR SR AT A 37T
FARRBAZ A ES MR-

2. ARERBAD BRI A B2 ERA
SERBRETEAMNZZZAZER
B o

EEWBERONERER ZEFR

B Lk B R T 8] —E0h PR IREE
S RBEZZE-NFRA=THLE
PR AAR) - EfERAE s E
EOE = PN EN =N )
MR FEEAEREARARHK
EAEMER AR 2B K EEE
R

EERmERE oGS
A REEEERANENEAEE

EBBEFARBRFIEBTHEAE
fal s o

Nickel Resources International Holdings Company Limited 153



Corporate Governance and Other Information

ERELREMBEH

AUDIT COMMITTEE

The Company established an audit committee pursuant
to a resolution of the Directors passed on 2 May 2005
in compliance with Rule 3.21 of the Listing Rules. The
primary duties of the audit committee are to review the
financial reporting process and internal control procedures
of the Group.

The audit committee consists of Mr. Wong Chi Keung,
Mr. Bai Baohua and Mr. Huang Changhuai — Independent
Non-executive Directors of the Company and Mr. Wong
Chi Keung is the Chairman of the audit committee.
Mr. Huang Changhuai has ceased to be a member of
the audit committee with effect from 27 August 2018.
Mr. Yang Tianjun, a non-executive Director, has been
appointed as a member of the audit committee with effect
from 27 August 2018.

The audit committee has reviewed with management the
accounting principles and practices adopted by the Group
and discussed auditing, internal control and financial
reporting matters including the review of the financial
statements for the six months ended 30 June 2018.

REMUNERATION COMMITTEE

The Company established a remuneration committee
pursuant to a resolution of the Directors passed on 10
April 2006 in compliance with the Corporate Governance
Code as set out in Appendix 14 of the Listing rules (“CG
Codge”").

The remuneration committee consists of Mr. Wong
Chi Keung, Mr. Bai Baohua, Mr. Huang Changhuai —
Independent Non-executive Directors of the Company
and Mr. Dong Shutong - Executive Director of the
Company. Mr. Huang Changhuai is the chairman of the
remuneration committee. Mr. Huang Changhuai has
ceased to be the chairman of the remuneration committee
with effect from 27 August 2018. Mr. Bai Baohua,
has been appointed as chairman of the remuneration
committee with effect from 27 August 2018.
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NOMINATION COMMITTEE

The Company established a nomination committee
pursuant to a resolution of the Directors passed on 30
December 2011 in compliance with the CG Code.

The nomination committee consists of Mr. Wong
Chi Keung, Mr. Bai Baohua, Mr. Huang Changhuai —
Independent Non-executive Directors of the Company
and Mr. Dong Shutong — Executive Director of the
Company. Mr. Dong Shutong is the chairman of the
nomination committee. Mr. Huang Changhuai has ceased
to be a member of the nomination committee with effect
from 27 August 2018.

EMPLOYEES REMUNERATION POLICY

As at 30 June 2018, the Group had approximately 910
employees, of whom 30 were management personnel.
The remuneration policy of the Group to reward its
employees and executive Directors is based on their
performance, qualifications, competence displayed,
market comparable and the performance of the Group.
Remuneration packages typically comprise salary, housing
allowances, discretionary bonus, other fringe benefits
and the Group’s contribution to retirement benefits
schemes. The remuneration of executive Directors and
senior management are determined by the remuneration
committee of the Company which will review them
regularly.

The remuneration of an employee consists of basic salary
and performance-based bonus. During the period, the
staff costs of the Group amounted to HK$35.5 million
(2017: HK$31.5 million).

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY
Neither the Company nor any of its subsidiaries had
purchased, redeemed or sold any of the Company’s listed
securities during the six months ended 30 June 2018.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules as
the code for securities transactions by Directors. Having
made specific enquiries, the Company has confirmed that
all Directors have compiled with the requirements set out
in the Model Code.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the six months ended 30 June 2018 and up
to the latest practicable date prior to the printing of this
interim report.
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