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CORPORATE PROFILE
L9

China Metal Resources Utilization Limited (the “Company”] was
incorporated in the Cayman Islands as an exempted company with
limited liability on 22 February 2013. The Company and ifs
subsidiaries (the “Group”) are a fastgrowing manufacturer of recycled
copper products, also known as copper semis, in Southwest China.
The shares of the Company were listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) since 21
February 2014 (the “Listing Date”).

We process recycled scrap copper and, fo a lesser extent, electrolytic
copper, to manufacture a range of copper products, including copper
wirerods, copper wires, copper plates and copper granules. Beginning
in 2013, we have also sold a range of communication cables and
power transmission and distribution cables using copper wirerods that
we produce as the principal raw material. We are increasing our
production capacity and plan to broaden our product range and
pursue opportunities for further vertical integration. Beginning in 2015,
we have also extended our product range to aluminium products. In
light of favourable development trends in China and our advantages in
raw material supply, facility location and preferential governmental
policies, we believe we are well positioned to become a leading
integrated recycled copper product supplier in China covering the key
value- creating activities in the indusiry chain.

We currently own and operate several production facilities for recycled
copper products. These facilities are located in Sichuan Province,
Hunan Province, Hubei Province and Henan Province. We are also
operating our frading business of copper, aluminium and nickel
products.

This annual report, in both English and Chinese versions, is available
on the Company’s website at http: //www.cmru.com.cn/.

Shareholders may at any time change their choice of languagels) (either
English only or Chinese only or both languages) of Corporate
Communications.

Shareholders may send their request to change their choice of
language(s) of Corporate Communications by nofice in writing fo the
Hong Kong Branch Share Registrar of the Company with
Computershare Hong Kong Investor Services Lid. at 17M Floor
Hopewell Cenfre, 183 Queen’s Road East, Wan Chai, Hong Kong.
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Dear Shareholders,

On behalf of the Board of Directors (the “Board”] of China Metal
Resources Utilization Limited ("CMRU" or the "Company”), | hereby
present the audited consolidated annual results of the Company and its

subsidiaries (collectively the “Group”) for the twelve months ended 31
December 2018.

China’s GDP grew by 6.6% in 2018, the slowest pace since 1990.
For the fourth quarter of 2018, GDP grew by 6.4% on a yearonyear
basis. China further lowered its economic growth target for 2019 to
between 6% and 6.5%. Although the economy is decelerating, the
govermnment is rolling out further stimulus including easing monetary
policy, boosting bank lending fo non-state-owned enterprises, launching
additional tax cuts, and increasing infrasfructure spendings. With the
expected supporting stimulus, the demand for copper products across
the country is expected fo increase. Copper price in China has
increased by approximately 3.8% in the first two months of 2019, a
possible signal of recovery in commodity market.

Although 2018 was a difficult year in macroeconomic environment, the
Group generated a significant increase in sales revenue by 50.2% to
RMB20.6 billion; a 33.2% increase in revenue from trading of
electrolytic copper; a 92.2% increase in revenue from recycled copper
products; a 102.5% increase in revenue from sales of power
fransmission and distribution cables.

In order to take advantage of the expected recovery of the industrial
metal market, the Group underwent an issuance of 75,980,000 new
ordinary shares for HK$364.7 million in October 2018. In order to
grasp the favorable opportunities fo expand our scale, the Group also
completed few acquisitions during the year, namely, Mianyang
Zhaofeng Copper Co., ltd. ("Zhaofeng”), Hubei Rongsheng Copper
Co., ltd. ("Rongsheng”) and Chengxin Copper Copper Co., lid.
("Chengxin”), which have production facilities in Sichuan, Hubei and
Henan, respectively, in 2018.
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CHAIRMAN'’S STATEMENT
ERHE

As mentioned in previous annual reports, included in the 13th Five-Year
Plan, the “Guiding Opinion on Accelerating the Development of
Recycled Resources Industry” (R INIRIEEBEBIREZXZERNIES
B R ) jointly issued by the Ministry of Industry and Information
Technology, Ministry of Commerce, and Ministry of Technology on 25
January 2017 marked a significant step by the Chinese government to
step up the support fo the resources recycling industry, with mefal
recycling being one of the key areas to develop. The document set out
very exciting targets for recycled resources industry by 2020: scrap
copper consumption to reach 150.0 million tonnes, recycled copper
production to reach 4.4 million tonnes, recycled aluminium fo reach
9.0 million tonnes. The Group is ready to tap on the opportunities
arising from the huge demand for recycled metal products in the near
future.

Thanks to the outstanding leadership skills of our management feam as
well as our proven frack record over the years, the Group is currently a
consfituent stock of the MSCI China Smallcap Index. Having a constituent
status in these indexes enhanced our reputation and position in the
infernational capital market and improved our invesfors’ confidence in the
Group's outlook.

Last but not least, on behalf of the Board and the management, | would
like to thank our entire staff for their dedication and contribution to the
Group during the year. | would also like to thank our shareholders,
investors, customers, suppliers and business partners for their strong
support.

Chairman, Chief Executive Officer and Executive Director
Mr. Yu Jiangiu

28 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

In 2018, the stable economic growth in China has resulted in an
increase in the demand for copper products across the country. As a
result, the Group recorded an increase in sales volume of copper
products in 2018 as compared with 2017, which translated info an
increase in turnover by 50.2% as compared with last year. Such
increase in sales was confributed not only by the increase in the
Group's trading volume of electrolytic copper but also by the increase
in production volume of its recycled copper products. Along with the
increase in production and sales volume of recycled copper products,
VAT refunds under the Comprehensive Utilisation of Resources Policy
also recorded a corresponding increase during 2018. Furthermore, the
significant improvement in the liquidity of our custfomers has resulted in
the recovery of several long overdue trade receivable balances.
Notwithstanding the increase in revenue, the Group recorded a
considerable gross loss in the year caused by the significant fluctuation
of metal prices in the second half of the year under the uncertain
macroeconomic environment.

We see headwinds as well as opportunities amid the trade conflict
between China and the USA. In order fo increase our financial strength
to be well prepared for the future, the Group has agreed with the
bondholder to extend the maturity date of a tranche of convertible
bonds with a principal amount of HK$80.0 million in April 2018 and
completed the issuance of 75,980,000 new shares fo a state-owned
enterprise for raising approximately HK$364.7 million in October
2018. In order to grasp the favorable opportunities to expand our
scale, the Group has also completed the acquisitions of certain target
groups which have production facilities in Sichuan, Hubei and Henan
respectively.

Recently, the upward trend of global interest rates has ceased and
appeared to have reversed. Furthermore, there are continued signs that
the trade conflict between China and the USA may be resolved in the
second quarter of 2019. As a result, the global macroeconomic
environment has turned to be positive in the first quarter of 2019.
Meanwhile, China’s economy remained stable and is targefed to grow
between 6% and 6.5% this year. Moreover, copper prices have
increased by approximately 3.8% in the first two months of 2019,
signalling market expectation of continued strong economic growth in
China. In order to further support the economic growth, the Chinese
government plans to encourage banks to enlarge lending to non-state-
owned enterprises, launch new tax cuts and speed up infrastructure
investments in near future. At this juncture, we have become more
optimistic and will be looking to increase our financial strength so that
we can take full advantage of future opportunities as well as being
able to cope with possible headwinds. At the same time, we shall also
continue to seek suitable acquisition opportunities fo help grow our
business and enhance our shareholder value.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBWRR S

FINANCIAL REVIEW

Revenue

Our revenue represents the amounts accepted fo be entfifled for sales of
goods and services in the ordinary course of business. Revenue
recognised is net of VAT and other taxes, refurns and discounts after
eliminating sales within our Group.

B %5 [0 B8

Wy 2

HFm e BB X BT RIHEEY
NIRISH ERWER 2 © 58 - FriERmdas (2
RINBRIBER R EMHRIE  RERIFTH) K
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2017
2017 &F
RMB'O00
ARETT

Revenue from trading of electrolytic BRRE 5 (i)
copper (Note) 10,152,885
Sale of recycled copper products BAWEmES 3,532,396

Sale of power transmission and KEEBEHEE

distribution cables 13,489
Sale of communication cables REEEHE 34,460
Sale of scrap materials REEMEIHE 5,948
Revenue from frading of electrolytic nickel ~ EfFIRE Uz o
Others H A 2,684
13,741,862

Note: The Group has entered into trading activities of electrolytic copper since 2015 whereas
the Group is considered the principal of the transactions as it controls the electrolytic
copper before they are sold to the customers. The gross inflows of the trading acfivifies

are therefore recognised as revenue.

Revenue for the year ended 31 December 2018 amounted fo
RMB20,642.6 million, representing an increase of 50.2% from
RMB13,741.9 million for the year ended 31 December 2017. The
increase in sales volume was principally from the increase in trading of
electrolytic copper and sales of recycled copper products, which are
contributed from the commencement of new operations in
Liangshanzhou and contribution from the newly acquired subsidiaries.

Revenue from trading of electrolytic copper amounted to RMB13,519.4
million for the year ended 31 December 2018, representing an
increase of 33.2% from RMB10,152.9 million for the year ended 31
December 2017. It was mainly an increase of 30.0% in the sales
volume of electrolytic copper from 237,190.5 metric tons for the year
ended 31 December 2017 to 308,241.9 metric fons for the year
ended 31 December 2018, with an increase of 2.5% in average
selling price from RMB42,805 per fon for the year ended 31
December 2017 to RMB43,860 per ton for the year ended 31
December 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

Revenue from recycled copper products amounted to RMB6,790.4
million for the year ended 31 December 2018, representing an
increase of 92.2% from RMB3,532.4 million for the year ended 31
December 2017. It was mainly an increase of 89.0% in the sales
volume of recycled copper products from 82,866 metric tons for the
year ended 31 December 2017 to 156,589 mefric tons for the year
ended 31 December 2018, with an increase of 1.7% in average
selling price from RMB42,628 per fon for the year ended 31
December 2017 to RMB43,364 per ton for the year ended 31
December 2018.

Revenue from sales of power transmission and distribution cables
amounted fo RMB27.3 million for the year ended 31 December 2018,
mainly representing an increase of 102.2% from RMB13.5 million for
the year ended 31 December 2017.

Cost of sales for the year ended 31 December 2018 fotaled
RMB20,876.8 million, representing an increase of 53.3% from
RMB13,618.3 million for the year ended 31 December 2017.

Our gross loss was RMB234.3 million for the year ended 31
December 2018, as compared fo the gross profit of RMB123.6 million
for the year ended 31 December 2017. Our gross loss margin for the
year ended 31 December 2018 was 1.1%, as compared to a gross
profit margin of 0.9% for the year ended 31 December 2017. The
deferioration of gross profit margin was mainly due fo the significant
fluctuation in copper price in the second half of 2018, causing losses
in frading business.

Our other income and gain for the year ended 31 December 2018
were RMB491.4 million as compared to RMB318.3 million for the
year ended 31 December 2017. The increase in 2018 were primarily
atiributable to the increases in government subsidies and grants and
VAT refunds under Comprehensive Utilisation of Resources Policy.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBWRR S

Our selling and distribution expenses for the year ended 31 December
2018 was RMB23.8 million, representing an increase of 16.2% from
RMB20.5 million for the year ended 31 December 2017. The increase
was mainly due to the commencement of operation in liangshanzhou
and contribution from the newly acquired subsidiaries.

Our administrative expenses for the year ended 31 December 2018
were RMB111.1 million, representing a decrease of 27.7% from
RMB153.6 million for the year ended 31 December 2017. The
decrease was primarily due fo the decrease in professional fee by
RMB10.5 million and the decrease in share-based compensation
expense by RMB14.8 million, following the end of vesting period of
share opfions granted on 2 July 2014 and 7 May 2015.

Our finance costs for the year ended 31 December 2018 were
RMB135.1 million, representing a decrease of 5.7% from RMB143.2
million for the year ended 31 December 2017. The decrease was
primarily due to the decrease in the overall balance of interestbearing
borrowings. The balance of inferestbearing bank and other borrowings
as at 31 December 2018 amounted to RMB548.5 million,
representing a decrease of RMB134.6 million from RMB683.1 million
as at 31 December 2017.

This MD&A makes reference to the term “adjusted EBITDA” which is not
a recognized measure under IFRS, and do not have a standardized
meaning prescribed by IFRS. Accordingly, the Company’s use of this
ferm may not be comparable to similarly defined measures presented
by other companies. Management uses adjusted EBITDA to measure
the Company’s efficiency and its ability to generate the cash necessary
to fund a portion of its future growth expenditures or to repay debt.
Investors are cautioned that the non-IFRS measures should not be
construed as an alfernative to net income determined in accordance
with IFRS as an indication of the Company’s performance. The
following table set forth the calculation of adjusted EBITDA.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBFWRER S

2017

20174

RMB'O00

ARETT

Profit before taxation 75t B AR A 256,404
Finance costs YR IDN 143,220
Share-based payment expenses AR BERSRAXS 23,210
Depreciation e 35,848
Amortisation of lease prepayments THE TR B 8 iy 22
Inferest income B WA (1,538
Shares of profits of associates FEAREE & N RDE (4,375
Reversal of provision for doubtful debts, net 8 [B] R BR B {8 F 58 (127,457)
Reversal of provision for inventory BOFERE (5,288)
Adjusted EBITDA 4T EBITDA 322,146

The decrease in adjusted EBITDA for the year was mainly due to the
decrease in gross profit.

Adjusted EBITDA is a nonFRS financial measure calculated as earnings
before deduction of finance expenses and income, income tax,
depreciation and amortisation, impairment loss and write-offs and
share-based payment expense. It excludes the Group's share of results
of associates.

Profit for the year

Our profit for the year ended 31 December 2018 was RMB20. 1
million as compared to RMB184.6 million for the year ended 31
December 2017. The decrease was mainly due fo the deferioration in
gross profit and the decrease in the reversal of impairment loss of trade
and other receivables.
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THBWRR S

Capital structure

requirements for the Group.

As at 31 December 2018, the capital siructure of the Group mainly
consisted of shareholders’ equity, nofes payable, interestbearing bank
and other borrowings, finance leases payables and liability component
of convertible bonds. There is no material seasonality of borrowing

The following table details the inferest rate profile of the Group's tofal
interestbearing borrowings at the end of reporting periods:

MANAGEMENT DISCUSSION AND ANALYSIS

BEXRGER

R2018F12A31H  REBENERERE
TRABRRED  BHRE  SHERTEHE
i fE R - B A E e FR K Al AE 25 A
BERDFEK - AEEX EEANFEIER

TRBIIAEE B E RN R
FIR S

As at 31 December 2017
W2017F12A31 8

Liability component of
convertible bonds

AREESNR BRI

Weighted

average

effective

inferest
rate % Amount

13
BRFI=% x|
RMB'000
AREFT

Fixed rate borrowings: SEEERK :
Nofes payable ENEiR 2 <
Interestbearing bank st ERITREMERK

and other borrowings 10.98 683,091
Finance lease payables MEEE FEMNRIE 3.96 13,142

1525 548,607

Total fixed rate borrowings

1,244,840
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MANAGEMENT DISCUSSION AND ANALYSIS
THEMRE SN

The following table sets forth the maturity profile of the Group's interest-

bearing borrowings at the dates indicated:

B

As at 31 December 2018
R2018%12A31H

TR AKEE BN PR B2

Inferest-
bearing Liability
bank Finance component of
Notes  and other lease  convertible
payable  borrowings payables bonds Total
FEBTR  MERE TRRES
ENRE  HEttfR  EARE WNAEE? Azt
RMB'000  RMB'000 RMB'000 RMB'000  RMB'000
ARSI AR®TR ARBTT AR®TR ARET:R
Within one year or repayable —ERFEEREE
on demand 532,408 576,854 1,127,500
After one year but less than two years  —% I HEREAR 16,140 - 17,006
After two years but less than five years &I EEREAR = = 3,360
548,548 576,854 1,147,866
As at 31 December 2017
R 2017%12 318
Inferestbearing Liability
bank Finance  component of
and other lease convertible
borrowings payables bonds Tofal
ATRIRITR MEHRE AR E %
HifE ERRE MRERD st
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT AREFT ARBTT
Within one year or repayable —FENHEERER
on demand 682,560 12,451 95,171 790,182
Atter one year but less than —E HEREUA
fwo years 391 360 453,436 454,187
Alter two years but less than MEA FBREUA
five years 140 331 . 471
683,091 13,142 548607 1,244,840
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MANAGEMENT DISCUSSION AND ANALYSIS

THBWRR S

In respect of the convertible bonds in the aggregate principal amount
of HK$115,000,000 issued by the Company under the subscription
agreement signed on @ April 2017 (“Tranche Il Convertible Bonds”),
the Tranche Il Convertible Bonds with the principal amount of
HK$35,000,000, together with the inferest accrued thereon, has been
repaid by the Company on 12 April 2018. In addition, the Company
was notified by leading Sky Holdings Limited on 11 April 2018 that
leading Sky Holdings Limited has transferred the Tranche Il Convertible
Bonds with the principal amount of HK$80,000,000 (the “Remaining
Tranche Il Convertible Bonds”) to Peaceful Wealth International Limited
(the “Transferee”) and the Transferee has exercised ifs right to extend
the maturity date of the Remaining Tranche Il Convertible Bonds for one
(1) year in accordance with the Tranche Il Convertible Bonds terms and
conditions. The Remaining Tranche Il Convertible Bonds shall continue
to be governed by the Tranche II Convertible Bonds terms and
conditions. For details, please refer to the announcement of the

Company dated 12 April 2018.

On 26 April 2018, share options were exercised to subscribe for
17,282,000 ordinary shares in the Company at the price of HK$1.13
per share. The net price per share is approximately HK$1.13 per
share. The total consideration is HK$19,528,000 (equivalent to
RMB15,750,000), of which HK$1,728,000 (equivalent to
RMB1,394,000) and HK$17,800,000 (equivalent to
RMB14,356,000] were credifed fo share capital and share premium
respectively. RMB5,374,000 was transferred from share-based
compensation reserve fo share premium account.

The Company received an exercise notice from the warrant holders on
25 April 2018, warrants were exercised fo subscribe for 18,101,372
ordinary shares in the Company at the price of HK$1.39 per share.
The net price per share is approximately HK$1.39 per share and the
closing market price of the share on the date the warrants was granted,
19 December 2014, was HK$1.38. The total consideration is
HK$25,197,000 (equivalent to RMB20,355,000), of which
HK$1,810,000 (equivalent to RMB1,462,000) and
HK$23,387,000 (equivalent to RMB18,893,000) were credited to
share capital and share premium respectively. RMB8,519,000 was
transferred from warrant reserve to share premium account.

On 17 Sepfember 2018, the Company issued 36,730,078 ordinary
shares to the suppliers pursuant to an agreement as disclosed in the
announcement dated 15 August 2017. RMB3,206,000 and
RMBQ0,813,000 had been transferred from consideration share
reserve to share capital and share premium respectively.
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On 4 October 2018, the Company issued 75,980,000 ordinary
shares of HK$0.1 at the price of HK$4.80 per share to an
independent third party, Hongkong Fule International Investment Limited
("Hongkong Fule”) pursuant to a subscription agreement dated 13 April
2018 (“Subscription Agreement”). The net price per share is
approximately HK$4.80 per share and the closing market price of the
share on the date of the Subscription Agreement was HK$5.05. The

MANAGEMENT DISCUSSION AND ANALYSIS

THBFWRER S

MR2018F10H4B8  ARRIREBBRA
201854 A 13 BMVRIE W& ([ RBEIHZE])
BER4B0BTMNERMBLE=TEEE
LERREBRABITEESR] &7
75,980,000 iR &AX 0.1 BT E AR - TR
HERAKER4.80B T MMV REH
HEIWHERS.05ETT » BITRERMH

net proceeds from the issue of these shares amounted to  FRf8FXIEHEE A 364,704,000 7T (MBAE R

HK$364,704,000 (equivalent to RMB320,922,000). An amount of
HK$7,598,000 (equivalent to RMB6,687,000), representing the par
value of the shares issued, was credited to the Company’s share
capital. The remaining amount of HK$357,106,000 (equivalent to

RMB314,235,000) was credited to share premium.

USE OF PROCEEDS OF FUND RAISING ACTIVITIES

Date of issue for cash

AR #320,922,0007T) - & #7,598,000
BT (HER AR 6,687,000 T) RAATET
RihzEE B ARRAZIRA - 13
357,106,000 Tt H-E R A K ¥
314,235,0007T) Bt ABRMEE -

SERDNAERERR

of equity securities Fund raising activity Net proceeds Intended use of proceeds Actual use of proceeds
BITRARS
NBERENA S KEED SRR RS FSRaRERSE BRERERARE
25 April 2018 Exercise of warrant of HK$19,528,000 Purchasing raw materials and copper  Same as infended use of
2018F4 251 18,101,372 ordinary shares 19,528,000t products in order fo increase the Group's  proceeds
171£18,101,372 (r L@k production and trading business. HFT{S FIEE T B2 AR
R E BERMERRER - AMEAREE
KERBHES -
26 April 2018 Exercise of share options of HK$25,197,000 Purchasing raw materials and copper ~ Same as intended use of
201844 4268 17,282,000 ordinary shares  25,197,00047T products in order fo increase the Group's proceeds

4 QOctober 2018
2018 10A4H

171£17,282,00017 % i H%
e

Issue of new ordinary shares
of 79,980,000 Shares
#1775,980,000 fT & #

Btn

HK$364,704,000
364,704,000 %7T

production and trading business. ELPA1SFOAKE BERAER

BERVEMRER  WEATEEH

(i) approximately HK$150,000,000 for - Same as infended use of
reducing the Group's deb fo equily rafio; proceeds
[ii) approximately HK$200,000,000 for EFT{S R IERE B 1ER
paying consideration of any future

acquisition opportunities fo be identified

by the Group, but if no such opportunities

are identified, for purchasing raw materials

and copper products in order fo increase

the Group's production and trading

business; and (i) the remaining amount for
purchasing raw materials and copper

products in order fo increase the Group's
producfion and trading business.

(i) %1150,000,000 8 L AR RUE A& E

) fRIEME AR L ; (ii) £9200,000,000 7%
AR EMAEERREHENE
FIMPHRIEE MIEE - ERDBIZE
AEIBANBERM A RNER - AR
AAEENEERB SRS © Rlii) 8
AR E R R IRER - EAR
SENEEREHER
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MANAGEMENT DISCUSSION AND ANALYSIS

THBWRR S

As at 31 December 2018, the Group's cash and cash equivalents
(excluding pledged deposits of RMB51.8 million) amounted to
RMB112.9 million (as at 31 December 2017: RMB109.6 million).

The Group's inventories decreased by RMB20.6 million to RMB432.5
million (as af 31 December 2017: RMB453.2 million). During the year
ended 31 December 2018, the overall invenfory turnover days were
7.7 days as compared with 8.9 days for the year ended 31 December
2017. The decrease in inventory furnover days was mainly due fo the
increase in sales from frading of electrolytic copper and the turnover
days of such sales were shorter.

Trade and bills receivable decreased by RMB211.9 million fo
RMB879.3 million as at 31 December 2018 (as at 31 December
2017: RMB1,091.2 million). Trade and bills receivable turnover day
in 2018 of 17.4 days remains consistent compared to 18.0 days in
2017

Trade and bills payable increased by RMB329.7 million to RMB543.4
million as at 31 December 2018 (as at 31 December 2017:
RMB213.7 million), the payable turnover days were 6.6 days,
compared fo 4.1 days in 2017. Payable turnover days for the year
was relatively stable as compared with last year. Furthermore, we
endeavor fo keep our trade and bills payable turover days relatively
low mainly because our prompt payment patftern enhances our
suppliers’ willingness to supply raw materials to us and therefore helps
us secure raw materials.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group's fofal interestbearing borrowings decreased by RMBQ6.9
million to RMB1,147.9 million as at 31 December 2018 (as at 31
December 2017: RMB1,244.8 million). The overall decrease was
mainly due to the decrease in bank loans from RMB683.1 million as at
31 December 2017 to RMB548.5 million as at 31 December 2018
and the repayment of convertible bonds of HK$35.0 million on 12
April 2018. Interestbearing bank loans and other borrowings included
three entrusted loans of RMB100.0 million each (in total: RMB300.0
million) from Mianyang Science Technology City Development
Investment (Group) Co., Id. (G EIRRERIEE (KB )ERAA)
(“Mianyang Development Group”). Pursuant to the entrusted loan
agreement signed among Tongxin, a wholly-owned subsidiary of the
Company, Mianyang Development Group and the entrusted bank, the
entrusted loans expired on 27 August 2016, 23 September 2016 and
18 November 2016 respectively. Mianyang Development Group, the
entrusted bank and Tongxin have agreed that, the entrusted loan would
not be repayable until further agreed otherwise. As at 31 December
2018 and up to the date of this annual report, the negotiation was sill
on going.

The following table sets forth certain financial rafios of our Group as of
the dates indicated:

Current rafio® SR RO
Quick ratio” SREf LR

TR LR ¢
FEEES L

Debt to equity ratio*
Net debt to equity rafio*

o Total current assets/total current liabilities

Total current assets excluding inventories/fotal current liabilities

*

Total inferestbearing debts/Total equity

“ (Total interestbearing debits less cash and cash equivalents)/Total equity

The deterioration of current ratio and quick ratio as af 31 December
2018 compared with those as at 31 December 2017 were primarily
aftributable fo the increase in frade and bills payable by RMB329.7
million and the reclassification of liability component of convertible
bonds from non-current liabilities o current liabilities.

THBFWRER S

MR2018F12H31H - AEBEH BERK
BER D AR906,900,000TE AR
1,147,900,0007t( ® 20174124318 :
ARK¥1,244,800,0007T) - B T2
HMRRITERA2017F12A31HHAR
% 683,100,0007C B 4 £2018 412 A 31
By AR 548,500,0007T « k20184
4 A 12H35,000,000# TH A] ] IR (E 5 &
& o AR REMERBREERER B E
RIEE(EE)ARARA(REEREE W
=SB R/ARKE 100,000,000 THIERE
B (45 - AR 300,000,0007T) ° 1R
ARABNEZEMBLARIRE REEREE
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EFHRIN201668 278 ~ 2016%F9 A
283 KR2016F 11 A18BEW - BEER
S8 XEROTLABWHE - ZEETEE
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TRHFINFARBYPARENE THBL

S

=

As at 31 December
M12A31H

207
2017 &

= MEEELE MEAERRE
RBEERE(TEERFE) /M aEesE
: AR A ks

i (e ERRRERRESEER) BiER

M201812A31H RBLERES L
EEW2017F12A3TBEMREIR ThE
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AR# 329,700,000 © RAI#REFHE
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The decrease in debt to equity ratio and net debt to equity rafio as at
31 December 2018 compared with those as at 31 December 2017
was mainly because of (i} the issuance of 75,980,000 new ordinary
shares for HK$364.7 million on 4 October 2018; |ii) repayment of
convertible bonds of HK$35.0 million on 12 April 2018; (iii) the
decrease in bank loans by RMB134.5 million; and (iv) the net profit for
the year ended 31 December 2018.

Charge on assets

The following table sets forth the net book value of assets under pledge
for certain banking facilities, bills payable facilities and finance lease
payables as at the dates indicated:

MANAGEMENT DISCUSSION AND ANALYSIS

M2018F12H31H - BEMER L K RF
BIREMLL ML 2017612 A31 B
FZ2RE KNE2018FI0A4B & 17
75,980,000 B ¥ & 18 L & 13 364,700,000
% T (i) 201844 A 12 H 35,000,000
AR AR ESER © () RITEFRD T
AR#134,500,0007T : K (iv)&ZE2018 4
12 A 31 BIEFEESHF) -

EEEHA

TREJINARBHERE TRITEE - &
NEEREMBEHERMRAFELERD
BEREFE :

As at 31 December

M12A31H
2017
2017 &
RMB'O00
AREFT
Property, plant and equipment Mm% - BB REE 214,419
lease prepayments HEFRNR 91,853
Inventories 7E SO E)
Deposits with guarantee companies RERAFNRES 1,500
Deposits with banks RIRITHER 12,900
Deposits with lessors of finance leases REEHEARINRES 4,800
Deposits with other companies REAMARNRES 29,037
385,059
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MANAGEMENT DISCUSSION AND ANALYSIS

The maijor raw materials used in the production of our recycled copper
products are scrap copper. We are exposed fo fluctuations in the
prices of raw materials as well as finished goods which are influenced
by global as well as regional supply and demand conditions.
Fluctuations in the copper prices could adversely affect our financial
performance. The Group entered copper futures contracts to mitigate
part of ifs exposure against price fluctuations of copper. The market
value of futures contracts are based on the quoted market price as af
the date of consolidated statement of financial position. The Group did
not have outstanding copper futures contracts as at 31 December
2018 (as at 31 December 2017: Nil). Net loss of RMB1.7 million
was recognized for the year ended 31 December 2018 (2017: nef
gain of RMB1.3 million).

The functional currency of a majority of the entities within our Group is
RMB and most of the transactions are setftled in RMB. However, we are
exposed fo currency risk primarily related fo the cash and cash
equivalents, the convertible bonds and contingent consideration
liabilities, all of which are mainly denominated in HKD. The balance of
cash and cash equivalents as at 31 December 2018 including
HK$9.41 million and USD?,201 (in total equivalent to approximately
RMB8.03 million) were held in banks in Hong Kong.

As at 31 December 2018, the Group's interestbearing bank and other
borrowings and finance lease payables were denominated in RMB but
the convertible bonds were denominated in HKD, with an aggregate
principal amount of HK$680.0 million. During the year ended 31
December 2018, the Group has complefed the acquisitions of certain
farget groups, the considerations are subject to adjustment pursuant fo
earm-out arrangements and will be settled partly by cash considerations
in HKD and partly by allotment and issue of consideration shares which
are denominated in HKD. The Group did not commit fo any financial
instruments fo hedge ifs foreign exchange exposure during the year
ended 31 December 2018. During the year ended 31 December
2018, the Company incurred an exchange difference on translation of
financial statements of entities outside of mainland China equivalent to
RMB51.3 million, part of which was resulted from translating the
convertible bonds and contingent consideration liabilities from HKD to

RMB.

Except for investments in subsidiaries and associates, the Group did not
hold any significant investment in equity interest in any other companies
during the year ended 31 December 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
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On 15 December 2017, the Company entered into a sale and
purchase agreement with Yuanxin Ventures Limited (“Yuanxin”), pursuant
to which the Company agreed fo purchase, and Yuanxin agreed to
sell, 100% of the issued share capital in Silver Eminent Group Limited
(“Silver Eminent”) for an aggregate maximum consideration of
HK$317,647,000, of which HK$158,823,500 shall be settled in
cash and HK$158,823,500 shall be settled by way of allotment and
issue of consideration shares. The consideration is subject to adjustment
pursuant to the eam-out arrangement. Assuming the maximum number
of consideration shares is being allotted and issued to Yuanxin,
41,796,000 shares will be issued under the sale and purchase
agreement. Silver Eminent owns 100% equity interests in Mianyang
Zhaofeng Copper Co., lid. (“Zhaofeng”) The transaction has been
complefed in March 2018. Please refer to the announcement of the
Company dated 15 December 2017 and 29 December 2017 for
further details.

For the year ended 31 December 2018, Silver Eminent and its
subsidiaries made a net loss of RMB10,169,000 under IFRS. No
consideration shares are issuable to Yuanxin in 2018 under the sale
and purchase agreement.

On 7 February 2018, the Company entered info a sale and purchase
agreement with Sure Victor Global Limited (“Sure Victor”), pursuant to
which the Company agreed to purchase, and Sure Victor agreed to
sell, 100% of the issued share capital in Value Link Developments
Limited ("Value Link”) for an aggregate maximum consideration of
HK$741,175,000, of which HK$287,647,000 shall be settled in
cash and HK$453,528,000 shall be settled by way of allotment and
issue of consideration shares. The consideration is subject fo adjustment
pursuant fo an earn-out arrangement. Assuming the maximum number of
consideration shares is being allotted and issued to Sure Victor,
94,485,000 shares will be issued under the Sale and Purchase
Agreement. Value Link indirectly owns 100% equity interests in Hubei
Rongsheng Copper Co., lid. [‘Rongsheng”] The transaction has been
completed in April 2018. Please refer to the announcement of the
Company dated 7 February 2018 for further defails.
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MANAGEMENT DISCUSSION AND ANALYSIS

For the year ended 31 December 2018, Value Link and its subsidiaries
made a net profit of RMB41,223,450 under IFRS, as such,
16,609,419 consideration shares will be issued to Sure Victor. The
number of consideration shares to be issued is calculated on the
following mathematic formula under the sale and purchase agreement:

(A = B)x (C+Dx HK$4.8) - C/HK$4.8

A = actual net profits of the target for the first year

B = performance target for the first year, i.e. RMB45,000,000

C = cash consideration, i.e. HK$287,647,000

D = the maximum number of consideration shares to be issued for the

first year, i.e. 23,621,000 Shares

On 19 October 2018, the Company entered info a sale and purchase
agreement with Advance Splendid Limited (“Advance Splendid”),
pursuant to which the Company agreed to purchase, and Advance
Splendid agreed to sell, 100% of the issued share capital in the Sky
Harvest Global Limited (“Sky Harvest”) for an aggregate maximum
consideration of HK$509,164,969, of which HK$180,000,000
shall be settled in cash and HK$329,164,969 shall be settled by way
of allotment and issue of consideration shares. The consideration is
subject to adjustment pursuant fo an earn-out arrangement. Assuming
the maximum number of consideration shares is being allotted and
issued fo Advance Splendid, 65,833,000 shares will be issued under
the sale and purchase agreement. Sky Harvest indirecily owns 100%
equity interesfs in Chengxin Copper Copper Co., lid. ["Chengxin”) The
fransaction has been completed in November 2018. Please refer fo
the announcement of the Company dated 19 October 2018, 31
October 2018 and 16 November 2018 for further details.

Under the sale and purchase agreement, the first year of earn-out
period is 2019, as such, no consideration shares are issuable to

Advance Splendid in 2018.

During the year ended 31 December 2018, save as disclosed above,
the Group did not have any material acquisitions and disposals of
subsidiaries and affiliated companies.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Capital expenditures

For the year ended 31 December 2018, the Group's capital
expenditures payments represent additions fo property, plant and
equipment (including construction in progress) and land use rights of
approximately RMB68.3 million (2017: RMB28.7 million). The capital
expenditures were mainly financed from infernal resources.

Capital commitments

As at 31 December 2018, the capital commitments in respect of the
acquisition of property, plant and equipment and lease prepayments
on lands confracted for but not provided in the consolidated financial
statements amounted to RMB31.4 million (as at 31 December 2017:
RMB76.9 million).

Contingent liabilities
Other than the contingent considerations of three acquisitions as

mentioned above, the Group had no material contingent liabilities as at
31 December 2018.

Events after the Reporting Period

There is no material subsequent event undertaken by the Company or
by the Group after 31 December 2018 and up to the date of release
of this annual report.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Yu Jianqiu (813 %K), age 54, is the founder of the Group and the
Chairman, Chief Executive Officer and an executive director of the
Company. Mr. Yu is primarily responsible for the overall business and
strategy of the Group. He also serves as a director of our certain
subsidiaries. Through his personal inferests and holdings in Epoch Keen
Limited ("Epoch Keen”), Mr. Yu is a major controlling shareholder of the
Company. Mr. Yu has over 20 years of experience in corporate
operations and management in the pefrochemical, automobile and
renewable energy sectors. He was the chairman and principal
executive officer of Gushan Environmental Energy Limited (“Gushan”), a
company whose American depositary shares were listed on the New
York Stock Exchange from December 2007 to October 2012. Mr. Yu
also founded a number of subsidiaries of the Gushan group between
1996 and 2008. Mr. Yu received his degree of Executive Master of
Business Administration (EMBA) from Hautes Etudes Commerciales de
Paris on 13 December, 2010. In 2002, he was elected as a member
of the Fuzhou Committee of the 10th Chinese People’s Political
Consultative Committee and a member of the Santai County Committee
of the 11th Chinese People’s Political Consultative Committee. He was
appointed as a director of the Company on 22 February 2013 and
redesignated as an executive director on 16 August 2013.
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DIRECTORS AND SENIOR MANAGEMENT
EFREREER

Mr. Kwong Wai Sun, Wilson (B} {£15), age 53, is an executive director
of the Company. He is in charge of the corporate and strategic
development of the Company. Mr. Kwong is also a director of our
certain subsidiaries, and a director of our associates companies: Deda
Holdings Limited and Hongkong Fujian Investments Limited. Mr. Kwong
was the president of Gushan. He is also an independent non-executive
director of C.banner International Holdings Limited, the principal
business of which is the manufacture and sale of branded fashion
footwear, since 26 August 2011, China Outfitters Holdings Limited,
the principal business of which is the design, manufacture, marketing
and sale of apparel products and accessories in China with a focus on
menswear, since 8 June 2011, Shunfeng International Clean Energy
Limited, the principal business of which is the manufacture and sale of
solar wafers, solar cells, solar modules and related products as well as
developing and operating solar power plants, since 16 July 2014,
China New Higher Education Group Limited, the principal business of
which is the rendering of education services, since 20 March 2017,
and Koolearn Technology Holding Limited, the principal business of
which is the provision of online afterschool tutoring and test preparation
service in China since 15 March 2019, which are listed on the Stock
Exchange since 23 September 2011, 9 December 2011, 13 July
2011, 19 April 2017 and 28 March 2019, respectively. Mr. Kwong
has over 10 years of experience in corporate finance and equity
capital markets in Asia, having previously worked at a number of
investment banks in Hong Kong. Prior to joining Gushan in 2006, he
was the managing director of investment banking and he held the
position as the head of Hong Kong and China equity capital markets
at CLSA Equity Capital Markets Limited since March 2004. From
2002 to 2003, Mr. Kwong was a director and the head of equity
capital markets for Cazenove Asia Limited, an investment bank. After
graduating from University of Cambridge, England with a bachelor’s
degree in Arts in 1987, he qualified as a chartered accountant in the
United Kingdom in 1990. Mr. Kwong is currently an associate member
of the Institute of Chartered Accountants in England and Wales and the
Hong Kong Institute of Certified Public Accountants. Mr. Kwong was
appointed as an executive director of the Company on 16 August

201135,
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Huang Weiping (& & 5%), age 58, is an executive director of the
Company. Mr. Huang cofounded Xiangbei in 2010 and is currently a
director of our certain subsidiaries in China, Mr. Huang is in charge of the
overall operation, production technology and engineering of the Group.
Mr. Huang has more than 10 years of experience in the PRC metfal
material industry. Prior fo the establishment of Xiangbei, Mr. Huang was a
manager at Fujian lingzhi Environmental Technology Co., lid. (f8&2& &
IRIRBIB AR A F]), the principal business of which is the design and
construction of environmental projects, from 2009 to 2011, Fuzhou Kebi
Chemical Materials Co., Limited (& M & b8 TM BB R A 7l), the
principal business of which is the manufacture and sale of synthetic wax,
from 2006 to 2009 and Tricon Chemicals Inc., the principal business of
which is the trade of chemicals and metal materials, from 2001 to 2005.
He is a fellow member of the Investment Casfing Institute and an executive
member of China Precision Casfing Branch Association of China Foundry
Association (Bl SE & EE iED ® ). Mr. Huang also serves as an
executive member of the Chinese and Foreign Entrepreneurs’ Club of
Fujian Province (18 B & H SN & % K 5 3 &) and the Association of
Entrepreneurs of Private Companies of Fuzhou City (&M T FL & 5K 1%
& ). Mr. Huang received his degree of Executive Master of Business
Administration (EMBA) from Hautes Etudes Commerciales de Paris on 6
July 2015. Mr. Huang was appointed as an executive director of the
Company on 16 August 2013.

Ms. Zhu Yufen (%R E%F), age 56, is an executive direcior of the Company.
Ms. Zhu has over 20 years of experience in accounting and financial
management. She is primarily responsible for the financial reporting
and accounting affairs of the Company. Ms. Zhu is also the vice
president in charge of the finance of Jinxin, since July 2009. Prior to
joining Jinxin, she was a vice general manager and the head of
finance department of Mianyang Santai Vise Co., lid. (A8l =8 &% &
$H A PR 2 A]), the principal business of which is the manufacture and
sale of vises, from 1978 to 2009. Ms. Zhu was appointed as an
executive director of the Company on 16 August 201 3.
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DIRECTORS AND SENIOR MANAGEMENT
EFREREER

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Lee Ting Bun Denny (Z#3R), age 51, is an independent non-
executive director of the Company. Mr. Llee was appointed on 16
August 2013. Prior to the appointment, he was an independent non-
executive director of Gushan. From 2002 to 2007, Mr. lee was the
chief financial officer of NetEase.com, Inc., one of the China’s leading
infernet and online game service providers listed on the NASDAQ
Clobal Select Market. He currently serves as a non-executive director
on the board of NetEase.com, Inc. Prior to joining NetEase.com, Inc.,
Mr. lee worked in the Hong Kong office of KPMG for more than fen
years. Mr. lee currently also serves as independent non-executive
directors of the following four companies (i) New Oriental Education &
Technology Group Inc., the provider of private educational services in
China, (i) Concord Medical Services Holdings Lid., the principal
business of which is the operation of a network of radiotherapy and
diagnostic imaging centers in China, (3) NIO Inc. the principal
business of which is design, jointly manufacture, and sell smart and
connected premium electric vehicles, and (iv) Jianpu Technology Inc.,
the principal business of which is operation of open platform for
discovery and recommendation of financial products in China, all of
which are listed on the New York Stock Exchange. Mr. lee graduated
from Hong Kong Polytechnic University and was awarded the
Professional Diploma in Accounting in November 1990. He is a fellow
of the Association of Chartered Certified Accountants and an associate
member of the Hong Kong Institute of Certified Public Accountants.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Pan Liansheng (3&& ), age 54, is an independent non-executive
director of the Company. Mr. Pan is engaged in nonferrous metal and
carbon fiber composite materials research and possesses rich
knowledge on the nonferrous metal industry. Mr. Pan also worked for
the Third Research Institute of the then Ministry of Astronautics of the
PRC (PR EIM AR T 2205 =H135h< ), which is involved in the research
of aerospace mefals and carbon fibre composite materials, between
1990 and 1993, focusing on research relating to non-ferrous metal
and carbon fiber composite materials. From 1993 to 1994, Mr. Pan
was seconded fo Sanwa Machinery Trading Co., lid., the principal
business of which is the design and manufacture of electrical
machinery. From 1996 to 1998, Mr. Pan worked as an assistant
professor at Waseda University. From 1998 to 2008, Mr. Pan worked
as a chief researcher in the research and development center of
Toshiba Ceramics Co., ltd. (3R 2 ¥ & #% =X & 4t), the principal
business of which is the research and production of high-end electronic
ceramic and silicon semi-conductors. From 2008 to April 2013, Mr.
Pan worked as the general manager at Toshiba Ceramics Co., lid.
Currently, Mr. Pan is the Chairman of Thinkon Semiconductor
Technology (Shanghai] Corporation (B ER¥E 8RR (LE) BRA
dl), the principal business of which is the supply of semiconductor
material technology, a position which he has held since April 2013.
Mr. Pan graduated with a bachelor’s degree from Beijing University of
Aeronautics and Astronautics where he focused on research relafing fo
nonferrous metal and carbon fiber reinforced composite in 1985. He
further obtained his doctorate degree from Waseda University in
1998. Mr. Pan was appointed as an independent non-executive
director of the Company on 16 August 201 3.

Ms. Ren Ruxian ({E3%#8), age 43, is an independent non-executive
director of the Company. Ms. Ren is currently the head of finance of a
leading group in China performing live video matching communication
platform for overseas markets. Ms. Ren has over 16 years working
experience in finance management and financial reporting, including
in 2 international audit professional firms and in the internet industry,
during which she acted as the acting chief financial officer of
Changyou.com Limited, a NASDAQ listed company, in 2014. Ms.
Ren was awarded a Master in Economics and Bachelor in Economics
from the Finance School of Renmin University in 2001 and 1998,
respectively. Ms. Ren is currently a member of each of The Chinese
Institute of Certified Public Accountants and The Institute of Certified
Management Accountants. Ms. Ren was appointed as an independent
non-executive director of the Company on 30 November 2015.
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DIRECTORS AND SENIOR MANAGEMENT
EFREREER

CHANGE IN DIRECTORS’ BIOGRAPHIES

Pursuant to Rule 13.51B of the Listing Rules, the Company sef out the
changes in information about Directors during the year 2018.

1. M. lee also serves as independent non-executive directors of
NIO Inc. and Jianpu Technology Inc..

2. Ms. Ren Ruxian is the head of finance of a leading group in
China performing live video matching communication platform for
overseas markets.

3. Mr. Kwong Wai Sun Wilson also serves as independent non-

executive director of Koolearn Technology Holding Limited since
15 March 2019.
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The Board is pleased to present the audited consolidated results of the
Company and the Group for the year ended 31 December 2018.
Further discussion and analysis of these activities as required by
Schedule 5 to the Hong Kong Companies Ordinance, including a
description of the principal risks and uncertainties facing the Group and
an indication of likely future development in the Group's business, can
be found in the Management Discussion and Analysis section. The
discussions forms part of this directors’ report.

The Group is a manufacturer of recycled copper products, also known
as copper semis, in Southwest China. Beginning in 2013, the Group
started to sell a range of communication cables and power transmission
and disfribution cables using copper wire and copper rods produced
by the Group as the principal raw material. Beginning in 2015, the
Group also extended its product range to aluminium products and
entered into trading activities of electrolytic copper.

During the year and up fo the date of this annual report, the directors of
the Company were as follows:
Executive Directors Appointed on

Mr. Yu Jiangiu (Chairman and
Chief Executive Officer]

22 February 2013 and redesignated
as an executive director on
16 August 2013 and reelected
on 6 June 2014 and 6 June 2016
16 August 2013 and reelected on
6 June 2014, 6 June 2016 and
6 June 2018
16 August 2013 and reelected on
9 June 2015 and 6 June 2017
16 August 2013 and reelected on
9 June 2015 and 6 June 2017

Mr. Kwong Wai Sun Wilson

Mr. Huang Weiping

Ms. Zhu Yufen

Independent Non-executive Directors

16 August 2013 and reelected on
Q June 2015 and 6 June 2017

16 August 2013 and reelected on
6 June 2016 and 6 June 2018

30 November 2015 and reelected on
6 June 2016 and 6 June 2018

Mr. Pan liansheng
M. Lee Ting Bun Denny

Ms. Ren Ruxian
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REPORT OF THE DIRECTORS
EFERE

DIRECTORS’ AND SENIOR MANAGEMENT'S
BIOGRAPHIES

Biographical details of the directors and senior management of the
Group are sef out in the section headed "Directors” in this report of the
directors.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the independent non-executive directors has confirmed his/her
independence pursuant fo Rule 3.13 of the Listing Rules. The Company
considers all of the independent non-executive directors to be
independent in accordance with Rule 3.13 of the Listing Rules.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in notes 9, 21 and 38 respectively to the financial
statements and in this annual report, no director or any entity connected
with a direcfor had a material interest, whether directly or indirectly, in
any fransaction, arrangement or confract of significance to the business
of the Group fo which the Company or any of its subsidiaries was a
party during the year.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or any of its
subsidiaries which is not determinable within one year without payment
of compensation other than statutory compensation.

CHANGES IN DIRECTORS AND SENIOR
MANAGEMENT

Save as disclosed in the section headed “Directors”, there was no
change to any of the information required to be disclosed in relation o
any direcfor pursuant fo paragraphs (a) to (e) and (g) of Rule 13.51(2)
of the Listing Rules since the listing Date.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2018, the interests and short positions of the
directors and the chief executive of the Company in the shares,
underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which were (i)
recorded in the register required to be kept under section 352 of the
SFO, or i) otherwise nofified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers set out in Appendix 10 to the Llisting Rules (the “Model
Code") were as follows:

(1) Long position in the shares of the Company
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(1) REQXIRGHER

Mr. Yu Jiangiu Beneficial owner 30,964,000 1.18%
AEM L EmfEB A
Inferest in a controlled corporation? 1,006,390,400 38.49%
R EE R
Mr. Huang Weiping Inferest in controlled corporations!® 310,317,000 11.87%
=IEFRE R AR
Mr. Kwong Wai Sun Wilson Beneficial owner 3,272,600 0.13%
BREELE BB A
Notes: BIEE -

(1) The percentage represents the number of ordinary shares divided by the number

of the Company's issued shares as at 31 December 2018.

(2) The shares were held by Mr. Yu Jiangiu, Chairman and an executive Director of
the Company, together with Epoch Keen Llimited, a company wholly-owned by
Mr. Yu Jiangjiu.

(3)  The shares were held by First Harvest Global Limited, Gold Wide Enterprises
Limited and Ocean Through Limited. All these companies are wholly-owned by
Mr. Huang Weiping.

(1] BIERKRTEEEERAARRAN20184F
12 A 31 EEHTRHHIEE °

(2) REERNDAARBIERVTESTMERE
EERMENEERBEREANARBEAR
ARFFA ©

B) BRERGHFYERERAF  SHOES
RAARFEARAALE - HARKSAT
MR EESRESERA -
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EFERE

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY AND ITS ASSOCIATED

CORPORATIONS (Continved)

(2) Long Position in the underlying shares of the Company

EERIEARASREATRE
AR I 19 B 40 SR AR B AR 19 o A2

N V"N
BXRE )

(2) RAERQBEERGHER

Share Option Scheme of the Company on 31 May 2016. Please see the section
headed “Share Option Scheme” for further details.
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Mr. Huang Weiping Beneficial owner 667,000 0.03%
BEFEE BHERAW
Ms. Zhu Yufen Beneficial owner”! 3,334,000 0. 18%
KEFHL BERBEAAL
Mr. Kwong Wai Sun Wilson Beneficial owner® 5,000,000 0.19%
BEELE BERFEAAY
Mr. Pan Lliansheng Beneficial owner”! 1,000,000 0.04%
BB L BHEEAAV
M:r. Lee Ting Bun Denny Beneficial owner®® 1,000,000 0.04%
R T BERBEAAE
Ms. Ren Ruxian Beneficial owner® 1,000,000 0.04%
Bzt BERFEAAY

Nofes: BT :

([4)  These equity derivatives were share options granted to Mr. Huang Weiping 4) ZEBRATETIARRBRBEARRABRETE
under the Share Option Scheme of the Company on 2 July 2014. Please see the R2014F7 B2 BRFREF LA 2 BIE -
section headed “Share Option Scheme” for further details. R EHIEH2MH B8] —&7 -

[5)  These equity derivatives were share options granted to Ms. Zhu Yufen under the (5] ZERAGTETIARRBBEARRABRETS
Share Option Scheme of the Company on 2 July 2014. Please see the section M2014%7 A2 BRTFRESL L 2B -
headed “Share Option Scheme” for further details. BEHIEF2H [BAEE ] —4 -

[6)  These equity derivatives were share options granted to Mr. Kwong Wai Sun 6) ZERFITETARBEARRRBERETS
Wilson under the Share Option Scheme of the Company on 7 May 2015. R2015F 57 BERTRBERLEZREIKE -
Please see the section headed “Share Option Scheme” for further details. BEEHEF2H (Bt E ) —4 -

[7)  These equity derivatives were share options granted to Mr. Pan Liansheng under (7) ZEBRATETIARRBREBEARRBBRESE
the Share Option Scheme of the Company on 7 May 2015. Please see the M2015F5 B7 BRTERBES L E 2 BAHE
section headed “Share Option Scheme” for further details. BLHIBES0 (B E] —f -

(8)  These equity derivatives were share opfions granted to Mr. Lee Ting Bun Denny 8) RERAFTETARBRBARRBRETS
under the Share Option Scheme of the Company on 7 May 2015. Please see R2015F5 A7 BR FREM L E 2 B -
the section headed “Share Option Scheme” for further details. BEHIEFELM B E] —f -

[9)  These equity derivatives were share options granted to Ms. Ren Ruxian under the Q) ZEBRATETARBRBEARRRERESS -

R2016FE5H3 BR FERBL L 2R
B ELFHIEHE2MH [ERETE] -
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ERFETBRAEREALQFRE
5% B Y IR 40 I AE RA AR 42 Y fE 2

S A
RE (

(3) Short Position in the underlying shares of the Company (3) RAEATHEERGEXE
Mr. Yu Jiangiu Inferest in a controlled corporation(® 133,779,264 SRl
B E ZEHEEER
Note: BaE -

(10)  China Huarong International Holdings Limited (“Huarong”) and Prosper Rich
Investments Limited (“Prosper Rich”) have entered info the call option agreement
on 31 July 2017 whereby Prosper Rich has a right to request for the acquisition
of the Convertible Bonds in the principal amount of HK$200,000,000 from
Huarong for an amount equal to the principal amount of such Convertible Bonds
plus a premium, provided, however, Huarong has a right to decline such request
from Prosper Rich. In the event that Huarong turns down the call option request by
Prosper Rich under the call option, pursuant to the backup call option agreement
entered into between Epoch Keen Limited and Prosper Rich on 31 July 2017,
Epoch Keen Limited has agreed to, amongst other things, grant Prosper Rich a
call option over such number of Shares Prosper Rich would have been entitled to
under the call option had Huarong consented to Prosper Rich’s exercise of
option, at a price per Shares equivalent to HK$2.990 per share on the date of
exercising the Call Option and in such case, pay Prosper Rich a fee. At the
option of Epoch Keen Limited, Epoch Keen Limited may cash seftle its obligations
under the backup call option. Prosper Rich also can require the lending of certain
Shares from Epoch Keen Limited upon occurrence of certain events.

Save as disclosed above, as at 31 December 2018, so far as is
known to any director or the chief executive of the Company,
none of the directors or the chief executive of the Company had
any interests or short positions in the shares, underlying shares or
debentures of the Company or ifs associated corporations (within
the meaning of Part XV of the SFO) which were (i) recorded in the
register required fo be kept under section 352 of the SFO, or {ii)
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

(10) HEFRERZERARAR(FR ZEFR
BERAR[EF]ER201747 A31 BAT
TREHERE B SEREERUMR
EREHRRESASEINEENSE
I7) 2E b Ui % 7K & 58 200,000,000 7 7T i 7] #4
BfErm EERAREBTEZEFR - WE
REBTERERBHENRBESEESR
REBEFZAERARESER201747A3]
FRINMAERRBHNRGS  BEARAF
ERE(EFREE) BFsEREEERA
EFEOERBEHNRSMRERENEAE
AESHERBRNEKE <RBEDE  SRE
BRERBBRETEBHR 2ER2.990ET
RRZERT  XNTE—FER - BR2
BRAREE BEAERARAINREHEH
HRARBRERTER - TERAINE
EETEHRRRBERZARAFALEE TR

1/\ %

B EXFREESI - W2018F 12 A
31 MARRMEMESFHTETH
ABFTA > ARAIBEEHEBTERAR
MERAR R KEMBAE (& RE
7 M EIE R GIZE XV BD) ;A {7 - 18REAR
MREFT A (| RIFFESF ARG
FI2GREATHRENELCMATE -
(| REFETRIFAHE R EANE
RRARE RS IOAR
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REPORT OF THE DIRECTORS
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, no rights to acquire
benefits by means of the acquisition of shares in or debentures of the
Company were granted to any director or their respective spouse or
children under 18 years of age, nor were any such rights exercised by
them, nor was the Company or any of its subsidiaries a party o any
arrangement fo enable the directors, or their respective spouse or
children under 18 years of age, to acquire such rights in any other
body corporate during the year ended 31 December 2018.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2018, the following persons (not being a director
or chief executive of the Company) had 5% or more inferests or short
positions in the shares or underlying shares of the Company as

recorded in the register required fo be kept by the Company pursuant
fo section 3306 of the SFO:

(1) Long position in the shares of the Company

ESREROIEZHER

BRAFHREMBEOWEEIN REBEE
2018 12A31HILFE #iER TEM
E=REEEZIRBARMISENTL
BIBEARR R RIEZFH T A MERA
BB RETEEMZZEN > TEAX
NREHEEAMBRARELLTHUNSERS
BER B ZEMBIARM 185 F LN EM
HAE NERERFZTER -

FERRRAEQ RS REBEKRD
MRS RRE

M20184 12 A31 A « BAR R RBES
R (DI 336 AT FRMBRMA
8 UTFAL(LIAAAEERBATHR
AB) AR AR SAABR 1 5 5% 3
WA LD RERSSUA R ¢

(1) RERFIARGHFR

Hong Kong Zhongliang Recycling 2 Beneficial owner 135,000,000 5.16%
Mining Investments Limited

EAPRBARBAREBRAF BEaERAA

Liangshan Mining and Metallurgy 2 Interests in a controlled 135,000,000 5.16%
Investment Holding Corporation corporation
Limited

RN AR EERAREELRF R EE R

Liangshan State-Owned Investment 2 Interests in a controlled 135,000,000 5252
Development Limited corporation

RIWNBEBEREEREGREELF XEthEEE R

State-Owned Assets Regulafory 2 Inferests in a confrolled 135,000,000 5.16%

Commission of liangshan Yi corporation

Autonomous Prefecture
RLEEBAMNEAEEEEER

BEZEE

S EEE S

m China Metal Resources Utilization Limited © FFE& B & RFIBAERE AR



SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (Continved)

Long position in the shares of the Company (Continued)

(1)

(2)

Notes:

(1)

(2)

The percentage represents the number of ordinary shares divided by the number
of the Company's issued shares as at 31 December 2018.

Hong Kong Zhongliang Recycling Mining Investments Limited is wholly-owned by
Liangshan Mining and Metallurgy Investment Holding Corporation Limited,
74.00% equity interest of Liangshan Mining and Mefallurgy Invesiment Holding
Corporation Limited is held by liangshan State-Owned Investment Development
Limited; 62.00% equity interest of Liangshan State-Owned Investment
Development Limited is held by State-Owned Assets Regulatory Commission of
Liangshan Yi Autonomous Prefecture. Accordingly, each of Liangshan Mining and
Metallurgy Investment Holding Corporation Limited, liangshan State-Owned
Investment Development Limited, State-Owned Assets Regulatory Commission of
Liangshan Yi Autonomous Prefecture is deemed fo be interested in the shares of
the Company held by Hong Kong Zhongliang Recycling Mining Investments
Limited .

Long position in the underlying shares of the Company

REPORT OF THE DIRECTORS
EFERE

FERRRAEQARD R EBEKRD

MRS ROK B ()

RAATRG G R (&)
fia -

(1)

(1) BOHRKRK2018F 12 431 BH AR FE
BIREEBRARRREBITROEKE -

(20 BEPRBEBAKREBRIBERLIMNE
BRAEZBREREEATNZERER @ MR
MR REERAREEAFTERUMBEE
REBRBRETDRIFAH74.00% 88 R
WHEBRAEZFREREEARBRUER
BANBEEEESBERZEE15H62.00%
ARAE - EBE - SRIUMBAREEREREFE
AT RUMNBEREBRRAREELA
RLUEKREAMNBEEEREEEZREE
BHRANERETRBERAREERAR
FAMARRRMD PSR -

(2) RADFREBERDOEFR

Mianyang Science Technology City &
Development Investment (Group)

interests in shares

Co., ld.

SHEMEHERRE (RE)ARAR

HRAE RS

China Huarong Asset Management 4 Inferest in controlled
Co., lid corporation
mEEREEEERNERAA R EE#R

Persons having a security

310,317,000 11.87%

ohei

502,660,559 19.22%

Notes:

(3)

On 15 August 2014, Silver Harvest Holdings Limited, Ocean Through Limited,
First Harvest Global Limited and Gold Wide Enterprises Limited, shareholders of
the Company, has each entered into share charges in respect of their respective
shareholding of 103,205,200, 39,401,600, 167,952,400 and
102,963,000 shares of the Company in favour of Mianyang Development
Group as the secured party. On 10 November 2014, Epoch Keen entered info
a share charge with Mianyang Development Group, pursuant fo which Epoch
Keen agreed fo charge by way of first fixed charge all its rights, fitle, interest and
benefit in 200,000,000 ordinary shares of the Company in favour of Mianyang
Development Group as the secured party. On 31 December 2015, share
charges were released for Silver Harvest Holdings Limited and Epoch Keen
Limited in respect of 103,205,200 and 200,000,000 shares of the Company.

(3) R2014%F8 158  REBRBERAR » *
EHRAT ELUBRERAFARSECE
BRAF(HARRFRR) & ARBERAE
A 8 2103,205,2008% * 39,401,600 %
167,952,400 % & 102,963,000 B% B& 17 2 A%
W AERB—THEEEREEEAZEA
SRR o 201411 B 108 -« B &
HEBEREEBTIRMDARL Bt B2
AEAE—BEEHoh XN IEFELRAQF
200,000,0008 @Ak 2 FrA R - FTAH
kA AEFR -GG EEEER
Z2EAN o R2015F12A31 0 - LIREKRE
RARIKREEBERAADIGEARAZ
103,205,200 B% & 200,000,000 f% #] 37 ¥ %
DIPEC O ARG o
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (Continved)

FERRRAEQARD R EBEKRD

MRS NRRE (8)

(2) Long position in the underlying shares of the Company (2) RAERQIFEERGHWEE (&)
[Continued)
Notes: MfsE -
(4) Pursuant fo Huarong CB 2017, assuming full conversion of the convertible bonds (4) W20 7E sl i ELS - BRI ES
at an inifial conversion price of HK$2.99 per share, the convertible bonds will RO HRBER2.09BITBEEIER - AT
be convertible into approximately 133,779,264 new shares (subject to MREH #& TR AR XY 133,779,204 R FTRR 1
adjustment). (7] F2A%) -
On 8 August 2017, Epoch Keen Limited entered into a share charge with R20174E8A8H r BEAR AT MEERT
Huarong pursuant fo which Epoch Keen Limited charged 278,000,000 shares SRR B BEARAFNERS
in favour of Huarong as security for the payment and discharge of obligations Z 2 AR 278,000,000 8% B 15 - 1E A At
owing from the Company to the Investor pursuant to, amongst others, the Investor MEBRARRRE(EPEE)REERER
Subscription Agreement and the convertible bonds. ERIBRRESREAREEBRTZEEZE
R o
According to the disclosure forms filed by China Huarong Asset Management BEPREREESERMBERATN2018
Co., ltd. on 21 December 2018, the following interest in shares of the F1282 BERHEBRERE  BEAAR
Company were held as follows: R HERIAT ¢
Huarong Real Estate Co., Lid. China Huarong Asset Management 100 N long position 502,660,559
Co., ltd.
ERMEEAREELRA PREREEEERNDERAT & we
Huarong Zhiyuan Investment & China Huarong Asset Management 100 N long position 502,660,559
Management Co., ltd. (@cHRliic)s
EMBEREEREREERAT HEREREETERMARAT & IE
Huarong Huarong Real Estate Co., Lid. 88.1 > long position 502,660,559
b ERMEFBREELNA = 7E
Huarong Huarong Zhiyuan Investment & 11.9 by long position 502,660,559
Management Co., ltd.
= ERIEREETEAREMEAR = A

m China Metal Resources Utilization Limited © FFE& B & RFIBAERE AR




SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (Continved)

(3) Short position in the underlying shares of the Company

REPORT OF THE DIRECTORS
EFERE

EERRNAA TR RABRS
oS R AR ()

(3) RAEQTHEERGHRXE

China Huarong Asset Management 5 Inferest in controlled 66,889,632 2.56%
Co., lid corporation
FEEREEEERNERA TG ER R
Note: Bt 3E
(5) Huarong and Prosper Rich Investments Limited have entered into the Call Option (5) ERESEEN20I17E7A31 AT 2E

on 31 July 2017 whereby Prosper Rich Investments Limited has a right fo request
for the acquisition of the convertible bonds in the principal amount of
HK$200,000,000 from the Huarong for an amount equal fo the principal
amount of such convertible bonds plus a premium, provided, however, Huarong

has a right fo decline such request from Prosper Rich.

According fo the disclosure forms filed by China Huarong Asset Management
Co., ltd. on 21 December 2018, the following interest in shares of the

HiE - B TEARERUEERERA
BEREHFACENEENSTE - MERKE
7K 4 %8 200,000,000 F Tt A R E S - 1
ERMEREBRTEIER

BROEEREETERMAR IR 2018
F12A21 BERKEBRERK ' IFEAAR

Company were held as follows: RO RERSINT ¢
Huarong Real Estate Co., lid. China Huarong Asset Management Co., ltd. 100 N Short position 66,889,632
ERBEXBREALAR HEZEREEEERNERAR B KB
Huarong Zhiyuan Investment & China Huarong Asset Management Co., Lid. 100 N Short position 66,889,632
Management Co., Lid.
ERIEREEEEREMLNA TEEREEEERNERAR & RE
Huarong Huarong Real Estate Co., lid. 88.1 i Short position 66,889,632
g ERBEXEREEAR = KB
Huarong Huarong Zhiyuan Investment & 11.9 Y Short position 66,889,632
Management Co., lid.
R ERBEREEEFREEAA = KB

Other than as disclosed above, as at 31 December 2018, the
directors had not been nofified by any person [not being the
directors or chief executive of the Company) who had 5% or
more inferests or short positions in the shares or underlying shares
of the Company as recorded in the register required to be kept
pursuant fo Section 336 of the SFO.

F?J:XF)T%Z&%%?I\' NPICHECE: HBPS

18 EEFRAL(LIARFES
Iﬁﬁ?ﬁﬁAE)%ﬂ@%%Eﬁéﬁﬂﬂ
RO FARER O T EAREE S MG
ﬂﬂﬁﬂ%%éﬂﬂ%\%rﬁﬁﬁ &C it P 50
8% 5% HIA LRV RERE IR ©
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at 31 December 2018, none of the directors or their respective
associates had any business or interests in businesses which compete
or are likely to compete, either direcily or indirecly, with the businesses
of the Group.

HUMAN RESOURCES

As at 31 December 2018, the Group had a fofal of 864 employees
(2017: 521). The Group's sfaff costs for the year ended 31 December
2018 were approximately RMB55.2 million (2017: RMB54.8 million).
The Group offers its staff competitive remuneration packages. In
addition, discrefionary bonuses and share options may also be granted
fo eligible staff based on individual and Group's performance. The
Group is committed to nurturing a leaming and sharing culture in the
organization. Heavy emphasis is placed on the fraining and
development of individual staff and team building, as the Group's
success is dependent on the contribution of all functional divisions
comprising skilled and motivated professionals. The Group is also
committed to social responsibility as seen in its employment of disabled
staff and providing appropriate working conditions and protection to
them.

DIVIDENDS

The Board does not recommend the payment of final dividend for the
year ended 31 December 2018 (2017: Nil).

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 1 June
2019 to 6 June 2019, both days inclusive, during which no transfer of
shares can be registered. To qualify for the attendance and voting af
the AGM, shareholders must ensure that all transfer documents
accompanied by the relevant share cerfificates be lodged with the
Company'’s share registrar, Computershare Hong Kong Investor
Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong not later than 4:30
p.m. on 31 May 2019.

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR

ESENHEFXRBIRES
R2018512A31H HIBEEERKER
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the arficles of
association of the Company (the “Articles of Association”), or the laws
of the Cayman Islands, which would oblige the Company to offer new
shares on a proTata basis to existing shareholders.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018 are
set out in the consolidated statement of profit or loss and the
consolidated statement of comprehensive income on pages 92 and 93
respectively of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the property, plant and equipment of the Group are set out in
nofe 13 fo the financial statements.

SHARE CAPITAL

Movements of the share capital of the Company are set out in note 30
to the financial statements.

BANK LOANS

Interest-bearing bank and other borrowings of the Group as at 31
December 2018 are set out in note 27 to the financial statements.

DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS

The directors’ emoluments are defermined by the Board with reference
fo their dufies, responsibilities and performance and the results of the
Group. Defails of the direcfors’ emoluments and the five highest paid
individuals are set out in notes @ and 10 fo the financial statements
respectively.

EMOLUMENT POLICY

A remuneration committee was set up to develop the Group’s
emolument policy and structure for remuneration of the directors and
senior management of the Group, having regard to the Group's
operating results, individual performance of the directors and senior
management and comparable market practices.
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Pursuant to the relevant labour rules and regulations in the PRC, the
Group's subsidiaries in the PRC participate in defined contribution
refirement benefit schemes (the "PRC Schemes”) organized by the local
authorities whereby the subsidiaries are required to make contributions
fo the PRC Schemes based on a percentage of the eligible employees’
salaries. Contributions to the PRC Schemes vest immediately. Under the
PRC Scheme, refirement benefits of existing and refired employees are
payable by the relevant scheme administrators and the Group has no
further obligations beyond the annual contributions.

The Group enrolled all employees in Hong Kong in the Mandatory
Provident Fund Scheme ("MPF") (together with the PRC Schemes, the
"Retirement Benefit Schemes”), which is a defined contribution
retirement benefit scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are charged to the
consolidated income statement as they become payable in accordance
with the rules of the MPF. The Group contributes 5% of the relevant
payroll costs to the MPF subject to a cap of monthly relevant income of
HK$30,000, and which contribution is matched by the employees.
The assefs of the MPF are held separately from those of the Group, in
funds under the control of trustees. Contributions from the employer are
100% vested in the employees as soon as they are paid to the MPF
and subject to cerfain conditions being met, all benefits derived from
the mandatory contributions must be preserved until the employee either
reaches the normal refirement age of 65 or meefs certain specified
conditions whichever is earlier.

The Group's contributions to Retirement Benefit Schemes charged to the
consolidated income statement for the year ended 31 December 2018

were RMB4,003,000 (2017: RMB2,270,000).

No confract for the management and administration of the whole or
any substantial part of the business of the Company was entered info
or existed during the year.

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR
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RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Company and the Group
during the year ended 31 December 2018 are set out in note 43 fo
the financial statements and the consolidated statement of changes in
equity respecfively.

As at 31 December 2018, the Company’s distributable reserves
available for distribution amounted to RMB925,138,000, calculated
in accordance with the provisions of the Companies law (2012
Revision) of the Cayman Islands.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year affributable fo the
Group's maijor suppliers and cusfomers are as follows:

Purchases
—  the largest supplier: 25% of cost of sales

—  five largest suppliers combined: 44% of cost of sales

Sales
—  the largest customer: 36% of revenue

— five largest customers combined: 62% of revenue

The scrap copper that we process comes from a variety of sources,
including used household appliances, electrical equipment and
transportation equipment, used cables and wires and scrap materials
from certain industrial manufacturing processes. We purchase our scrap
copper mainly from domestic suppliers located near our production
facilities and elsewhere in other provinces of China. We conduct
rigorous quality control tests at different stages of our production
processes, including rigorous quality tests of our raw materials. Before
enfering info a business relationship with a new supplier, we conducted
due diligence on the supplier’s background and reputation in the
market fo assess ifs suitability. In addition, we physically inspect each
delivery of raw materials to ensure its compliance with contract
specifications, including purity and copper confent.

Maintaining strong relationships with our customers is important to us
and we believe that our customers’ willingness to work with us reflects,
among others, our record of producing high quality products that meet
industry standards and customer requirements.

None of the Directors of the Company or any of their associates or any
shareholders (which to the best knowledge of the Directors, own more
than 5% of the Company’s issued share capital) had any interest in the
Group's five largest customers and five largest suppliers.
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The continuing connected transactions during the year ended 31
December 2018 were as follows:

Delivery cost charged by Mianyang Jin Xunhuan
Finance Storage Limited ("MJXFSL"), a company
wholly owned by Sichuan Jin Xunhuan Ecommerce

frading Co. lid. ("JX Ecommerce) RMB®, 509,000

On 1 May 2018, the Company and MJXFSL entered into Delivery
Services Agreement, pursuant to which MJXFSL agreed to provide fo the
Group delivery services for a period of 20 months commencing from 1
May 2018.

As at the date of the Delivery Services Agreement, MJXFSL was
indirectly confrolled by Ms. Yu Yanyan and Ms. Yu Jiajia, daughters of
Mr. Yu Jianqiu, the chairman and executive director of the Company.
MJXFSL was therefore a connected person of the Company.
Accordingly, the entering into of the Delivery Services Agreement and
the transactions contemplated under the Delivery Services Agreement
constituted a continuing connected transaction for the Company under
Chapter 14A of the Listing Rules.

For the purpose of complying with Chapter 14A of the Listing Rules, the
Company has estimated that the aggregate fees payable by the
Company fo MJXFSL for the delivery services during the term of the
Delivery Services Agreement shall not exceed RMB48.5 million (the
"Annual Cap”) [RMB20 million for the period from 1 May 2018 to 31
December 2018 and RMB28.5 million for the period from 1 January
2019 to 31 December 2019).

Given the ferms of the Delivery Service Agreement were negotiated on
an arm's length basis and gone through public tendering, the Directors
(including the independent non-executive Directors) are of the view that
the terms of the Delivery Services Agreement, including the Annual
Cap, are on normal commercial terms, in the ordinary and usual course
of business of the Company and are fair and reasonable and in the
inferests of the Company and the Shareholders as a whole.
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CONTINUING CONNECTED TRANSACTIONS (Continved)
The Company's external auditor was engaged fo report on the Group’s
confinuing connected transaction. For the purpose of Rule 14A.56 of
the Listing Rules, the auditor of the Company has provided a lefter to
the Board confirming that nothing has come to their attention to cause
them to believe that the confinuing connected transaction:

(i) has not been approved by the Board;

(i)  was not enfered info, in all material respects, in accordance with
the Delivery Services Agreement; and

(i) has exceeded the Annual Cap.

A copy of the auditor’s lefter has been provided by the Company fo the
Stock Exchange.

Except the above and disclosed elsewhere in the annual report, there

were no continuing connected transactions during the year ended 31
December 2018.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Share Option
Scheme”) to provide incentive and/or reward fo eligible persons for
their contribution to, and continuing efforts to promote the interests of,
our Company. The Share Option Scheme was conditionally approved
by a wriffen resolution of the then shareholders of the Company on 28
January 2014 and has came info effect upon the Company’s listing on

21 February 2014.

Purpose

The purpose of the Share Option Scheme is to provide incentive and/
or reward to Eligible Persons for their contribution to, and continuing
efforts to promote the inferests of, our Company.

Who may join

The Board may, at its absolute discretion, offer options (“Options”) to
subscribe for such number of Shares in accordance with the terms set
out in the Share Option Scheme to any director or employee of the
Group and any other person (including a consultant or advisor) who in
the sole discretion of the Board has contributed or will contribute to the
Group (“Eligible Persons”).
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The maximum number of shares which may be issued upon exercise of
all options to be granted under the Share Option Scheme and any
other schemes of our Group shall not in aggregate exceed 10% of the
shares in issue as at the listing Date (i.e. 209,832,160 shares) (the
"Scheme Mandate Limit"). Our Company may at any time as the Board
may think fit seek approval from our shareholders to refresh the Scheme
Mandate Limit, save that the maximum number of shares which may be
issued upon exercise of all options to be granted under the Share
Option Scheme and any other schemes of our Company shall not
exceed 10% of the shares in issue as at the date of approval by
shareholders in general meeting where the Scheme Mandate Limit is
refreshed.

Our Company may seek separate approval from our shareholders in
general meeting for granting Options beyond the Scheme Mandate
Limit, provided that the Options in excess of the Scheme Mandate Limit
are granted only to the Eligible Person specified by our Company
before such approval is obtained. The maximum number of shares
which may be issued upon exercise of all outstanding options granted
and vet fo be exercised under the Share Option Scheme and any other
options granfed and yef fo be exercised under any other scheme shall
not exceed 30% of our Company's issued share capital from fime to
time. No opfions may be granted under the Share Option Scheme and
any other share option scheme of our Company if this will result in such
limit being exceeded.

The Scheme Mandate Limit was refreshed by a resolution passed at the
annual general meetfing held on @ June 2015. The number of further
options that can be granted by the Company was refreshed to
210,514,560 share options.

The tofal number of shares available for issue under the Share Option
Scheme of the Company was 179,662,720 shares, which was
approximately 6.87% of the issued share capital as at 31 December

2018.

No Option may be granted to any one person such that the tofal
number of shares issued and to be issued upon exercise of Options
granted and fo be granted fo that person in any 12-month period up fo
the date of the latest grant exceeds 1% of our Company’s issued share
capital from time fo time.
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Subject to the terms of the Share Option Scheme, the Board shall be
entitled at any time within 10 years after the date of adoption of the
Share Option Scheme to offer the grant of an Option to any Eligible
Person as the Board may in its absolute discrefion select to subscribe at
the subscription price for such number of shares as the Board may
[subject fo the terms of the Share Option Scheme) determine (provided
the same shall be a board lot for dealing in the shares on the Stock
Exchange or an integral multiple thereof).

Subject to the terms of the Scheme, the Board may in its absolute
discretion when offering the grant of an Option specify such conditions,
restrictions or limitations in relation therefo in addition to those set forth
in the Share Option Scheme as the Board may think fit when making
an offer to an Eligible Person (including, without limitation, as fo any
performance criteria which must be satisfied by the Eligible Person
and/or the Company and/or its Subsidiaries, and any minimum
period for which an Option must be held, before an Option may be
exercised, if any), provided that such conditions shall not be inconsistent
with any other terms or conditions of the Share Option Scheme.

An Optfion shall be deemed to have been granfed and accepted by
the Eligible Person and fo have taken effect when the duplicate offer
letter comprising acceptance of the offer of the Option duly signed by
the grantee together with a remittance in favor of our Company of
HK$1.00 by way of consideration for the grant thereof is received by
our Company on or before 30 days after the offer date. To the extent
that an offer is not accepted within the time stated in the offer for that
purpose, it shall be deemed to have been irrevocably declined and
shall immediately lapse.

The subscription price in respect of any particular Option shall be such
price as the Board may in ifs absolute discrefion determine at the time
of grant of the relevant Option (and shall be stated in the letter
containing the offer of the grant of the Option) but the subscription price
shall be at least the highest of:

(a) the closing price of a share as sftated in the Stock Exchange's
daily quotations sheet on the offer date, which must be a business
day;

(b) the average closing price of a share as stated in the Stock
Exchange's daily quotation sheets for the five business days

immediately preceding the offer date; and

(c)]  the nominal value of a share.
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SHARE OPTION SCHEME (Continved)
Further details of the Share Option Scheme (Confinved)
An Option shall be exercised in whole or in port WITl’]In the option
period which is the period to be defermined and notified by the Board
fo the grantee during which period the Option may be exercised and
in any event shall not exceed fen years commencing from the dafe on
which the offer in relation to such Option is accepted.

The Share Option Scheme shall be valid and effective for a period of
10 years from the date of adoption of the Share Option Scheme [i.e.
28 January 2014, after which no further options will be granted or
offered but the provisions of the Share Option Scheme shall remain in
full force and effect to the extent necessary to give effect to the exercise
of any subsisting Options granted prior to the expiry of the 10-year
period or otherwise as may be required in accordance with the
provisions of the Share Option Scheme.

Movements of the Share Option Scheme during the year ended 31
December 2018 are as follows:

f R ST 8l (4
%kﬁ%azﬁéﬁﬁ
e N
(EEEFERELRBAFARA - BN - B
BAER FAO6E - AEEMERT - hiEmE
FBRES Y BRI TERBTEF -

,U H

BAERT Sl R ERT S| A A (AN 2014

FIARA)EFTFERER 2R TEE
—FRANIREZR T BRE - EEEER S

ZIEXDBR T RBARER - BfEE+F
H e A SRR PR BB A AT B (RS FT RE AR E 2
HA 77 AR B E A BB T1TE -

B E2018F12A31BILFE - BR#E
S 2EFHIT -

Directors
g2
Mr. Kwong Wai Sun Wilson 7 May 2015 5,000,000 - - - 5000000 7 May 2015 to 6 May 2025 1.68 1.68 -
BEREE 2015%5R78 2015€5A70%

2025%5R6R
Mr. Huang Wai Ping 2 July 2014 667,000 - - - 667,000  2July 2014 1o 1 July 2024 145 1.07 -
BEMAE 201457428 2014%78208%

2024%7R18
Ms. Zhu Yufen 2 July 2014 3,334,000 = = - 3334000  2July 201410 1 July 2024 1.13 1.07 =
REART 2014%7R2A 2014£7A20%

2024%7R18
Mr. Pan Liansheng 7 May 2015 1,000,000 - - - 1,000,000 7 May 20150 6 May 2025 1.68 1.68 -
BEBLE 2015%5A87H 2015€5870%

2025%5R6H
Mr. Lee Ting Bun Denny 7 May 2015 1,000,000 - - - 1,000000  7May 2015 o 6 May 2025 1.68 1.68 -
FERBEE 2015%5A7A 201585702

2025€5R6H
Ms. Ren Ruxian 31 May 2016 1,000,000 - - - 1,000,000 31 May 201610 30 May 2026 3.66 3.05 -
Bkt 2016558318 2016F58318%F

2026%5A 308
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SHARE OPTION SCHEME (Continued) BIRESTE (2
Further details of the Share Option Scheme (Continued) BRENECESHE(E)
Price of share of
the Company
ARARGER
Number Number of
of shares shares atthe at the
options Lopsed/ options Exercise grant exercise
held ot Granted ~ Exercised  cancelled  heldat 31 price dote dote
1 January during during during  December  Exercise period of share of share of share
Date of grant 2018 2018 2018 2018 2018 of share options opfions options options
120185 120185
1818 12318
BEZ  RO1BE  RW18F  R018F KAz BRE BRE BRE
BREHE R fiff &%/2% BRERE BRETHED fiEE  RYUBH  TRAS
HK$ HK$
-9 o
Eligible persons other
than directors
EZ2NAERAL
Eligible persons other 2 July 2014 26,753,000 - (17,282,000 (1,544,000) 7,927,000  2July 201410 1 July 2024 =l 1.07 5
thon directors
BEMIAERAL 2014%7R28 2014%7R28%
2024%7R18
Eligible persons ofher 7 May 2015 88,600,000 = - 7,130,000 81,470,000 7 May 2015 o & May 2025 1.68 1.68 =,
thon directors
BEMIBERAL 201565AR78 201565702
20255 5R6H
Eligible persons other 31 May 2016 31,080,000 = - [440,000) 30,640,000 31 May 2016 to 30 May 2026 3.66 3.05 =
thon directors
BEMIAERAL 2016558318 2016%5A318F
2026%5A30R
Eligible persons ofher 12 December 2017 29,564,000 - - - 29,564,000 12 December 2017 fo 370 370 -
thon directors 11 December 2022
BEMIRERAL 20174128128 2017%12R128%
202%12R118
Total 187,998,000 — (17,282,000 (9,114,000 161,602,000
&5t
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physical delivery of shares.
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SHARE OPTION SCHEME (Continved)
Further details of the Share Option Scheme (Continued)
The key terms and conditions related to the grants under the share
option scheme are as follows; all options are to be seffled by the

eS8l (@)

B AR 812 B 2 AR ()

SRIREB AR BRSO E 25
HEMEM T - A AR AR B B R A A
BADREE -

Options granted to directors
RyEsnBRE

— On 2July 2014
— 1201447 A28

— On7 May 2015
—R2015%¥5R7H

— On 31 May 2016
—R2016%E5H 318

Options granted to employees
RyEEMBRE

— On 2 July 2014
—R2014%7 A28

— On7 May 2015
—R2015€5H7H

— On 31 May 2016
—R2016F5H31H

m China Metal Resources Utilization Limited
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SHARE OPTION SCHEME (Continued) BBIREERTE(2)
Further details of the Share Option Scheme (Continued) BIRETE s ESEE (&)
Options granted to certain
eligible participants
RY&ETRERSEA
i)y
— On 23 July 2015 7,600 On the first anniversary of the date upon which the Six months commencing
— R2015%7A23H share options are Six months commencing from the from the expiry of the
expiry of the first anniversary of the date of first anniversary of the
accepred subject fo the grantees remaining as date of acceptance
eligible persons af the date of vesting and expiring on the
PRERERERNE—BF BLs R EA last day of the
HEEARARNEBEHANAGERAL 6 month-period
EmAEE B
FRRFNER
N E A B & (&
—RARILZAEA
— On 31 May 2016 5,200  On the first anniversary of the date upon which the 10 vears
— R2016F5A31 A share options are accepted subject fo the grantees 104
achieving the predetermined annual sales farget
REREEEZRNE—BFER - HARA
RATKETFREHERR
— On 12 December 2017 29,564 On 31 March 2019 subject to the grantees achieving 6.3 years
—R2017%12R12H the pre-determined performance farget for the period 6.3

from 1 December 2017 to 31 December 2018
and the grantees remaining as eligible persons af
the date of vesting

R2019F3 A 31 B » EARARTKIEER
201712 A1BE20185F 12 A31 BEY
FERRAARANGERRAERASERAL

Total share options granted

ERHBREAR 285,654

Annual Report 2018 © —ZF— \FF R




REPORT OF THE DIRECTORS
EFERE

SHARE OPTION SCHEME (Continved)
Further details of the Share Option Scheme (C ed)
The fair value of the Relevant Share Options gronted were estimated as

at the dates of grant using a binomial model, taking into account the
terms and conditions upon which the Relevant Share Options were
granted.

The following table sets out the inputs to the model used:

eS8l (@)
B AR AR B BB S AR (4
B> AR 2 AT R B

A-RAREGEE
AR B MRAE

 BERR LA REBAE

IRBINAIRIE 2 B ABUE -

REtEREZ

Fair value ot measurement

dote (HKS) AF{E(ET) 0.44 0.39 0.71 0.58
Share price (HK$) G 1.07 1.07 1.68 1.68
Exercise price [HK$) 1EE(BT) (18 509 1.68 1.68
Expected volafility EERE 45.54% 45.54% 46.20% 46.20%
Historical volatility i1 45.54% 45.54% 46.20% 46.20%
Expected life EHFH 10 years 10 years 10 years 10 years

105 [0F:3 10F 10 %
Expected dividends HHRE 3% 3% 3% 3%

Riskree interest rate (based BB FIE (AF S
on Hong Kong Exchange  NEE S ZHF|%

Fund Noes) REE) 2.059% 2.059% 1.745% 1.745%
Exercise muliiple TEfEE 28 7 28 Y
Postvesfing exit rafe BEERAE 0% 5.44% 0% 16.12%

No other feature of the Relevant Share Options was incorporated into
the measurement of fair value.

The value of the Relevant Share Options is subject fo the limifations of
the binomial model and a number of assumptions which are subjective
and difficult to ascertain. Changes in the subjective input assumptions
could materially affect the fair value estimate.

Further defails relafing to the Share Option Scheme and share options
granted thereunder are set out in nofe 2.4 and note 31 to the financial
statements and the announcements of the Company dated 2 July 2014,
7 May 2015, 23 July 2015, 31 May 2016 and 12 December
2017. Apart from the above, the Company had not granted any share
options under the Share Option Scheme to any other persons as
required to be disclosed under the Rule 17.07 of the Listing Rules
during the year ended 31 December 2018
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0.22 1.22 1R 1.45 1.45
1.67 3.05 3.05 3.05 3.70
2.16 3.66 3.66 3.66 3.70
49.43% 50.00% 50.00% 50.00% 41.61%
49.43% 50.00% 50.00% 50.00% 41.61%
1.5 years 10 years 10 years 10 years 6.3 years
155 104 104 105 6.3%F
3% 1.47% 1.47% 1.47% 0.92%
0.239% 1.286% 1.286% 1.286% 1.647%
= 2.8 2.2 = =
= 9.22% 9.22% = =
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PLEDGE OF SHARES BY CONTROLLING
SHAREHOLDER

On 8 August 2017, Epoch Keen entered into 2017 Share Charge
with Huarong. Please refer to "ISSUE OF THE HUARONG
CONVERTIBLE BONDS 2017" under "EQUITY LINKED
AGREEMENTS" in this report and the announcement of the Company
dated 8 August 2017 for further details.

EQUITY LINKED AGREEMENTS

Share Option Scheme

Details of the Share Option Scheme of the Company are sef out in the
section above headed “SHARE OPTION SCHEMES".

Warrants Issued In 2015

On 19 January 2015, the Company issued 133,650,000 warrants fo
7 subscribers at an issue price of HK$0.001 per warrant. Each
warrant will entitle its holder to subscribe for one share of the Company
at a subscription price of HK$1.30 per share. The warrants will be
vested in phases according to the vesting conditions. The vesting
condition is that the suppliers shall carry out the fransactions under their
respective annual procurement agreements, pursuant fo which the
suppliers in aggregate, agree to supply 49,500 tons of copper scrap
raw materials fo the Group in 2015 af a fixed discount of RMB1,000
per fon.

On 24 February 2015, the Company issued 102,000,000 warrants
to 3 subscribers at an issue price of HK$0.001 per warrant. Each
warrant will entitle its holder fo subscribe for one share of the Company
at a subscription price of HK$1.50 per share. The warrants will be
vested in phases according to the vesting conditions. The vesting
condition is that the suppliers shall carry out the fransactions under their
respective annual procurement agreements, pursuant to which the
suppliers, in aggregate, agree to supply 30,000 fons of copper scrap

raw materials fo the Group from 1 February 2015 to 31 January 2016
at a fixed discount of RMB2,000 per fon.

As at 31 December 2018, 9,612,578 warrants were issued and
remain unexercised. Upon full exercise of the subscription rights
attaching fo the issued but unexercised warrants, 9,612,578 Shares
may be issued and allotted. Please refer fo the announcements of the
Company dated 19 December 2014 and 5 February 2015 for further
details.
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Movements of warrants during the for the year ended 31 December
2018 are as follows:

19 January 2015 .30 19,385,878
20151 A19H
24 February 2015 .50 8328 0772
20152 A24H

D790

On 13 April 2015, the Company issued convertible bonds to the
Huarong in an aggregate principal amount of USD32,610,000. The
convertible bonds bear a fixed inferest rate of 10% with inferest to be
paid on a quarterly basis. The convertible bonds will expire at the
second anniversary of the issue date and are convertible into ordinary
shares of HK$0.10 each in the issued share capital of the Company af
an initial conversion price of HK$1.40 per share (subject to
adjustment]. The terms and conditions of the convertible bonds restrict
the exercise of conversion right up fo an aggregate principal amount of
the convertible bonds of USD16,300,000, which is convertible to
approximately 90,555,555 ordinary shares of the Company (based
on a condifion in the ferms and conditions which provides that based
on the agreed exchange rate, the principal amount of the convertible
bond shall be deducted by USDO. 18 upon the issue of one conversion
share). Please refer to the announcements of the Company dated 27

March 2015 and 13 April 2015 for further details.
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EQUITY LINKED AGREEMENTS (Continved)

Issue Of Convertible Bonds On 13 April 2015 (Continved,
On 17 August 2016, pursuant to the adjustment provisions of the
conversion price as stated in the terms and conditions of the convertible
bonds, the conversion price of HK$1.40 per ordinary share has been
adjusted to HK$1.39 per ordinary share as a result of the issue of the
135,000,000 ordinary shares. All other terms of the convertible bonds
remain unchanged. The adjustment has become effective as of 17
August 2016, being the date on which the 135,000,000 ordinary

shares were issued. Based on the adjusted conversion price, the

convertible bonds is convertible to approximately 90,881,295
ordinary shares of the Company.

On 18 April 2017, convertible bonds of USD16,300,000 had been
converted info 90,881,295 ordinary shares. The remaining convertible
bonds of USD16,310,000 were fully repaid in cash.

Issue Of Convertible Bonds On 12 April 2017

On 12 April 2017, the Company issued convertible bonds with an
aggregate principal amount of HK$250,000,000. The convertible
bonds bear a fixed interest rate of 12% with inferest fo be paid on a
quarterly basis. The original maturity date of the convertible bonds is
the first anniversary of the issue date, subject to the bondholder’s right
to extend the maturity date initially for a period of up to one year (the
"Extended Maturity”) and also for a period of up fo one year affer the
Extended Maturity by nofice in writing fo the Company (the “Further
Extended Maturity”). The bondholder has the right to convert the
principal amount of the convertible bonds into ordinary shares of
HK$0.1 each of the Company from the first business day following the
first anniversary of the issue dafe up fo and including the day preceding
the Extended Maturity of Further Extended Maturity at an initial
conversion price of HK$3.0 per share (subject to adjusiment). Please
refer to the announcements of the Company dated @ April 2017 and
12 April 2017 for further details.

As disclosed in the announcement of the Company dated 11 August
2017, on the same day, the Company has redeemed the convertible
bonds in the principal amount of HK$ 135,000,000 (the “Early
Redemption”). The Early Redemption was fully funded by the internal
resources of the Group. The Early Redemption will enable the Company
fo restructure its portfolio debts in a more costefficient manner and
accordingly, the Directors are of the view that the Early Redemption is
in the inferest of the Company and the shareholders as a whole.
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In respect of the convertible bonds in the aggregate principal amount
of HK$115,000,000 issued by the Company under the subscription
agreement signed on @ April 2017 (“Tranche Il Convertible Bonds”),
the Tranche Il Convertible Bonds in the principal amount of
HK$35,000,000, together with the interest accrued thereon, has been
repaid by the Company on 12 April 2018. In addition, the Company
is nofified by leading Sky Holdings Limited on 11 April 2018 that
leading Sky Holdings Limited has transferred the Tranche Il Convertible
Bonds in the principal amount of HK$80,000,000 (the “Remaining
Tranche Il Convertible Bonds”) to Peaceful Weallth International Limited
(the “Transferee”) and the Transferee has exercised ifs right to extend
the maturity date of the Remaining Tranche Il Convertible Bonds for one
(1) year in accordance with the Tranche Il Convertible Bonds terms and
conditions. The Remaining Tranche Il Convertible Bonds shall continue
to be governed by the Tranche II Convertible Bonds terms and
conditions. For detail, please refer to the announcement of the

Company dated 12 April 2018.

On 11 August 2017, the Company issued convertible bonds with an
aggregate principal amount of HK$400,000,000 to Huarong
("Huarong CB 2017"). The convertible bonds bear a fixed interest rate
of 8% with inferest to be paid on a quarterly basis. The convertible
bonds will expire at the second anniversary of the issue date and are
convertible info ordinary shares of HK$0.10 each in the issued share
capital of the Company at an initial conversion price of HK$2.99 per
share (subject to adjustment). Please refer to the announcements of the

Company dated 31 July 2017 and 11 August 2017 for further details.

On 8 August 2017, Epoch Keen, a company wholly owned by Mr. Yu
Jiangiu, entered into a share charge (“2017 Share Charge”) with
Huarong, pursuant to which Epoch Keen charged 278,000,000
ordinary shares of the Company in favour of Huarong as security for
the payment and discharge of obligations owing from the Company to
Huarong pursuant to, amongst others, the subscription agreement of
Huarong CB 2017. Please refer to the announcement of the Company
dated 8 August 2017 for further details.
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EQUITY LINKED AGREEMENTS (Continved)

Issue Of The Prosper Rich Convertible Bonds 2017

On 11 August 2017, the Company issued convertible bonds with an
aggregate principal amount of HK$200,000,000 to Prosper Rich. The
convertible bonds bear a fixed interest rate of 8% with inferest to be
paid on a quarterly basis. The convertible bonds will expire at the
second anniversary of the issue date and are convertible into ordinary
shares of HK$0.10 each in the issued share capital of the Company at
an initial conversion price of HK$2.99 per share (subject to
adjustment]. Please refer to the announcements of the Company dated

31 July 2017 and 11 August 2017 for further defails.

The Directors are of the view that the above convertible bonds issue
represented good opportunities for the Company to raise funds to
strengthen its financial position and to finance the Group's future
development and expansion. The Direcfors consider that raising funds
by way of issuing the convertible bonds would enable the Company to
obtain funds with a lower financial cost considering the recent debt
and equity market conditions.

Signing Of Annual Procurement Agreement Involving Issue Of
consideration shares Under General Mandate

On 15 August 2017, the Company entered into respective annual
procurement agreements with four suppliers, pursuant to which each
supplier agreed to supply a target amount of copper scrapped raw
materials to the Company from 15 August 2017 to 14 August 2018,
the purchase price of which shall be partly satisfied with cash and
partly safisfied with consideration shares. For each ton of copper scrap
raw materials supplied by a supplier, the Company will pay i) up fo
RMB3,000 by way of issuance of a maximum number of 1,172
consideration shares at an Issue Price of HK$3 per consideration share;
and |ii) the remainder of the balance in cash. The arrangements under
the annual procurement agreements are expected fo encourage such
suppliers fo achieve the fargefed raw material supply amount with a
view fo broadening the Group's supplier base fo cater for the Group's
production needs.

As the targeted amount of supply of copper scrap raw materials from
the suppliers is 56,000 tonnes in aggregate, the maximum number of
consideration shares that the Company may issue pursuant fo the
annual procurement agreements is 65,632,000 Shares. Each of the
subscribers is a wholly-owned company of the relevant supplier. Please
refer o the announcement of the Company dated 15 August 2017 for
further details.

On 17 September 2018, 36,730,078 ordinary shares had been

allotted and issued to the subscribers.
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EQUITY LINKED AGREEMENTS (Continued)

Signing Of Annual Procurement Agreement Involving Issue Of
Consideration Shares Under General Mandate (Continved)

On 15 June 2018, the Company entered info respective annual
procurement agreements with fourteen suppliers, pursuant to which
each supplier agreed to supply a target amount of copper scrapped
raw materials to the Company from 16 June 2018 to 15 June 2019,
the purchase price of which shall be partly satisfied with cash and
partly safisfied with consideration shares. For each ton of copper scrap
raw materials supplied by a supplier, the Company will pay i) up fo
RMB3,000 by way of issuance of a maximum number of 734
consideration shares at an issue price of HK$5 per consideration
share; and |ii] the remainder of the balance in cash. The arrangements
under the annual procurement agreements are expected fo encourage
such suppliers to achieve the targefed raw material supply amount with
a view to broadening the Group’s supplier base to cater for the
Group's production needs. As the targefed amount of supply of copper
scrap raw materials from the suppliers is 160,000 tons in aggregate,
the maximum number of consideration shares that the Company may
issue pursuant to the annual procurement agreements is 117,440,000
shares. The consideration shares will be allotted and issued to the
subscribers within 10 business days from 15 June 2019. Each of the
subscribers is a wholly-owned company of the relevant supplier. Please
refer to the announcement of the Company dated 15 June 2018 and

19 June 2018 for further details.

Signing Of Sale And Purchase Agreement Involving Issue Of
Consideration Shares Under General Mandate

Details of the consideration shares under earn-out arrangements in the
acquisitions of 100% issued share capital of Silver Eminent, Value Link
and Sky Harvest are set out in the section above headed “MATERIAL
ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES AND AFFILIATED
COMPANIES" in this report.

PURCHASE, SALE OR REDEMPTION OF SHARES

There was no purchase, sale or redemption by the Company, or any of
its subsidiaries, of the listed securities of the Company from the Listing
Date up to 31 December 2018.

DEED OF NON-COMPETITION

Mr. Yu Jiangiv and Epoch Keen, being controlling shareholders of the
Company, enfered info a deed of non-competition ("Deed of Non-
Competition”) dated 6 February 2014, defails of which have been sef
out in the paragraph headed “Non-Competfition Undertaking” in the
section headed “Relationship with Controlling Shareholders” of the
Prospectus.
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DEED OF NON-COMPETITION (Continued)

The Company has reviewed the annual declaration from the parties on
compliance with their undertaking under the Deed of Non-Competition.
The independent non-executive Directors have reviewed the status of
compliance and confirmed that all the undertakings under the Deed of
Non- Competition have been complied with by the parties.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this annual report, the directors of the Company
confirmed that based on information that is publicly available to the
Company and within the knowledge of the directors, the Company
had maintained sufficient amount of public float as required under the
Listing Rules and agreed by the Stock Exchange.

AUDITORS

During the year, KPMG resigned as auditors of the Company and Ernst
& Young were appointed by the directors fo fill the casual vacancy so
arising. KPMG has confirmed that there are no matters in respect of
those circumstances that in their opinion need fo be reported to the
shareholders of the Company. The Board also confirmed that there is
no disagreement between KPMG and the Company, and there are no
other matters in relation to the resignation of KPMG that need to be
brought to the affention of the shareholders of the Company. There
have been no other changes of auditors in the past three years. A
resolution for the reappointment of Emst & Young as auditors of the
Company will be proposed af the forthcoming annual general meeting.

PROFESSIONAL TAX ADVICE RECOMMENDED

If any shareholder is unsure about the taxation implications of
purchasing, holding, disposing of, dealing in, or the exercise of any
rights in relation to the Shares, it is advised to consult an expert.

PERMITTED INDEMNITY PROVISION

Pursuant fo article 164 of the Articles, every Director is entifled fo be
indemnified and secured harmless out of assefs of the Company from
and against all acfions, cosfs, charges, losses, damages and expenses
which any of them, their or any of their heirs, executors or
administrators, shall or may incur or sustain by or by reason of any act,
done, concurred in or omitted in or about the execution of their duty, or
supposed duty, in their respective offices or trusts (except such is
incurred or sustained through his own fraud or dishonesty). Such

provision is currently in force and was in force throughout the financial
year ended 31 December 2018.
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ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

As a responsible corporation, the Group is committed fo mainfaining
the highest environmental and social standards to ensure susfainable
development of ifs business. To the best knowledge of the Directors, the
Group has complied with all the relevant laws and regulations that
have a significant impact on the Group in relation tfo its business
including health and safety, workplace conditions, employment and the
environment. The Group understands that a better future depends on
everyone's participation and contribution. It has encouraged all
employees to participate in environmental and social activities which
benefit the community as a whole.

The Group ifself is operating in the environmental protection industry by
virtue of recycling scrap metal materials in the society. Contribufing fo
resolve a significant part of pollution problem in the vicinity of our
plants, the Group was highly praised and encouraged by the local
governments. The Group is also committed to social responsibility as
seen in its employment of disabled staff and providing appropriate
working conditions and protection fo them. The Group also advocated
conservation of resources in office and encouraged employees fo
develop good habits, conserve resources and energy fo build a green
and comfortable office environment.

For a more comprehensive review, please refer to the 2018
Environmental, Social and Governance Report of the Company that will
be dispatched to the shareholders of the Company and available on
the website of the Company and the Stock Exchange in due course.

CORPORATE GOVERNANCE

Since the listing Date, the Company has applied the principles of and
is in compliance with all code provisions of the Corporate Governance
Code as set forth in Appendix 14 of the Listing Rules save as disclosed
below.

Code Provision A.2.1 provides that the roles of Chairman and Chief
Executive should be separate and should not be performed by the
same individual. The division of responsibilities between the Chairman
and Chief Executive should be clearly established and set out in
writing. Currently, Mr. Yu Jiangiu is both the Chairman and Chief
Executive Officer of the Company. As Mr. Yu is the founder of the
Group and has extensive experience in operations and management,
the Board believes that it is in the best interest of the Group to have Mr.
Yu taking up both roles for continuous effective management and
business development of the Group.
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CORPORATE GOVERNANCE (Continued)

Code provision A.6.7 provides that the independent non-executive
Directors and non- executfive Directors should attend general meetfings
of the Company. Code provision E.1.2 provides that the chairman of
the board should aftend the annual general meefing and also invite the
chairmen of the audit, remuneration, nomination and any other
committees (as appropriate) to attend. In their absence, he should invite
another member of the committee or failing this his duly appointed
delegate, to attend. These persons should be available to answer
questions at the annual general meeting.

Due fo other business engagements, two executive Directors and an
independent non-executive Director were not able fo attend the annual
general meeting of the Company held on 6 June 2018.

In the future, the Company has arranged and will continue to arrange
to furnish all Directors with appropriate information on all general
meefings and take all reasonable measures to arrange the schedule in
such a cautious way that all Directors can attend the general meetings.

COMPLIANCE WITH THE REQUIRED STANDARD OF
DEALINGS IN SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS

The Company has adopted a code of conduct regarding the directors’
securities fransactions on terms not less exacting than the required
standard set out in the Model Code in Appendix 10 to the Listing
Rules. After specific enquiry made by the Company, all directors
confirmed that they had complied with the required standards set out in
the Model Code and the code of conduct regarding the directors’
securities transactions since the Listing Date.

ACKNOWLEDGEMENT

The Directors would like to take this opportunity to express our sincere
thanks to all the shareholders and business associates for their
continuous support and the entire staff for their dedication and
contribution to the Group during the year.

By order of the Board

China Metal Resources Utilization Limited
Chairman

Yu Jiangiv

Hong Kong, 28 March 2019
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CORPORATE GOVERNANCE REPORT

ERELIRE

The Board is pleased to present this Corporate Governance Report in
the Company’s annual report for the year ended 31 December 2018.

The Group recognizes the vital importance of good corporate
governance to the Group's success and sustainability. We are
committed o achieving a high standard of corporate governance as an
essential component of quality and have introduced corporate
governance practices appropriate fo the conduct and growth of our
business.

The Company has applied the principles of and is in compliance with
all code provisions of the Corporate Governance Code as set forth in
Appendix 14 of the listing Rules save as disclosed below.

Code Provision A.2.1 provides that the roles of Chairman and Chief
Executive should be separate and should not be performed by the
same individual. The division of responsibilities between the Chairman
and Chief Executive should be clearly established and set out in
writing. Currently, Mr. Yu Jiangiu is both the Chairman and Chief
Executive Officer of the Company. As Mr. Yu is the founder of the
Group and has extensive experience in operations and management,
the Board believes that it is in the best interest of the Group to have Mr.
Yu taking up both roles for continuous effective management and
business development of the Group.

Code provision A.6.7 provides that the independent non-executive
Directors and non-executive Directors should aftfend general meetings of
the Company. Code provision E. 1.2 provides that the chairman of the
board should attend the annual general meeting and also invite the
chairmen of the audit, remuneration, nomination and any other
committees (as appropriate) to attend. In their absence, he should invite
another member of the committee or failing this his duly appointed
delegate, o aftend. These persons should be available to answer
questions at the annual general meeting.

Due fo other business engagements, two executive Directors and an
independent non-executive Director were absent from the annual
general meeting of the Company held on 6 June 2018. In the future,
the Company has arranged and will continue fo arrange to fumish all
Directors with appropriate information on all general meetings and take
all reasonable measures to arrange the schedule in such a cautious
way that all Directors can affend the general meetings.

Key corporate governance principles and practices of the Company as
well as details relating to the foregoing deviation are summarized
below.
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The Board is responsible for overall management and control of the
Company. The Board's main roles are fo provide leadership and fo
approve strategic policies and plans with a view to enhancing
shareholder value. All Directors carry out their duties in good faith and
in compliance with applicable laws and regulations, taking decisions
objectively, and acting in the interests of the Company and its
shareholders at all times.

All Directors have full and timely access to all relevant information as
well as the advice and services of the Company Secretary and senior
management, with a view to ensuring that Board procedures and all
applicable laws and regulations are followed.

The Board reserves for its decision all major matters of the Company,
including: approval and monitoring of all policy matters, overall
strategies and budgets, infernal confrol and risk management systems,
material fransactions (in particular those that may involve conlflict of
interests), financial information, appointment of directors and other
significant financial and operational matters.

Directors have full and timely access to consult with the Company's
senior management independently. Any Director and Board Committee
may request independent professional advice in appropriate
circumstances at the Company’s expense, upon making reasonable
request fo the Board.

The Board has delegated the authority and responsibility for day-to-day
management and operation of the Croup fo the senior management of
the Group. To oversee particular aspects of the Company's affairs, the
Board has established three Board committees, namely the audit and
corporate governance committee (the “Audit and Corporate
Governance Committee”), the remuneration committee (the
“Remuneration Committee”), the nomination committee (the “Nomination
Committee”) (together, the “Board Committees”). The Board has
delegated to the Board Committees responsibilities as set out in their
respective ferms of reference.
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BOARD COMPOSITION

As at the date of this annual report, the directors of the Company were
as follows:

Executive Directors

Mr. Yu Jiangiu (Chairman and Chief Executive Oficer)
Mr. Kwong Wai Sun Wilson

Mr. Huang Weiping

Ms. Zhu Yufen

Independent Non-executive Directors
M:r. Lee Ting Bun Denny

Mr. Pan Lliansheng

Ms. Ren Ruxian

Biographical details of the Directors are set out in the section headed
"Directors and Senior Management” in this annual report.

During the year ended 31 December 2018, the Company has been in
compliance with the requirements of Rules 3.10(1) and 3.10(2) of the
Listing Rules relafing to the appointment of at least three independent
non- execufive direcfors with af least one independent non-executive
director possessing appropriate professional qualifications or
accounting or related financial management expertise.

The Company has also complied with the requirement of Rule 3.10A of
the Listing Rules relating to the appointment of independent non-
executive directors representing at least one-third of the Board.

Each of the Independent Non-executive Director has confirmed his/her
independence pursuant to Rule 3.13 of the Listing Rules and the
Company considers each of them fo be independent.

All Directors have brought a wide range of valuable business
experience, knowledge and professionalism to the Board for ifs efficient
and effective functioning. Moreover, through active parficipation in
Board meetings, taking the lead in managing issues involving potential
conflict of interests and serving on Board committees, all independent
non-executive directors make various contributions to the effective
direction of the Company.
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BOARD DIVERSITY POLICY

The Company has a board diversity policy whereby it recognizes and
embraces the benefits of having a diverse Board and sees increasing
diversity af the Board level as an essential element in maintaining the
Company's competitive advantage. A truly diverse Board will include
and make good use of differences in the talents, skills, regional and
industry experience, background, gender, age and other qualities of
the members of the Board. These differences will be considered in
defermining the opfimum composition of the Board and when possible
should be balanced appropriately. All appointments of the members of
the Board are made on merit, in the content of the talents, skills and
experience the Board as a whole requires fo be effective.

The Nomination Committee will review the board diversity policy, as
appropriate, make recommendations on changes to the Board to
complement the Company’s corporate strategy.

INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT

Under Code Provision A6.5, Directors should participate in appropriate
continuous professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the Board
remains informed and relevant.

Directors are encouraged fo parficipate in continuous professional
development so as to refresh their knowledge and skills for discharging
their duties and responsibilities. For the year ended 31 December
2018, relevant reading materials including regulatory update and
seminar handouts, efc. have been provided to the Directors for their
reference and studying.
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INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT (Continued)

A summary of trainings received taken by the Directors during this year
is as follows:

RBREEERERE @)

EEAFEETNEIIBEZHINOT

Mr. Yu Jiangiu

Mr. Kwong Wai Sun Wilson
Mr. Huang Weiping

Ms. Zhu Yufen

Mtr. Lee Ting Bun Denny

Mr. Pan liansheng

Ms. Ren Ruxian

NN SN NG NN

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision A.2.1 stipulates that the roles of Chairman and Chief
Executive Officer should be separate and should not be performed by
the same individual.

Mr. Yu Jiangiu is Chairman of the Board and Chief Executive Officer of
the Company. As Mr. Yu is the founder of the Group and has extensive
experience in corporate operations and management, the Board
believes that it is in the best inferest of the Group to have Mr. Yu taking
up both roles for continuous effective management and business
development of the Group.

The Board considers that the current structure of vesting the roles of
Chairman and Chief Executive Officer in the same person will not
impair the balance of power and authority between the Board and the
management of the Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

The appointment of independent non-executive directors, subject fo re-
nomination and re<election by the Company in general meetfing, shall
be for a term of two years unless previously terminated in accordance
with the terms and conditions specified in their appointment.

The director’s fee specified in the letter of appointment of each of
independent non-executive Directors are HK$200,000 per annum.

All independent non-executive Directors possess extensive academic,
professional and/or industry expertise and management experience
and have provided their professional advice to the Board.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

None of the directors who is proposed for re-election af the forthcoming
annual general meeting has any service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

The rules and procedures governing the appoiniment, refirement, re-
election and removal of directors are set out in the Articles of
Association of the Company. The Nomination Committee is responsible
for reviewing the Board structure, size and composition and making
recommendations fo the Board on the appointment and re-appointment
of direcfors and succession planning for directors.

Independent non-executive directors are appointed for a specific ferm,
subject to re-election. In accordance with the Articles of Association, at
each annual general meeting of the Company ("AGM"), at least one
third of the Directors for the time being (or, if their number is not three or
a multiple of three, then the number nearest to, but not less than, one-
third) shall retire from office by rofation, provided that each Director
shall be subject fo retirement af an AGM at least once every three
years.

Any new director appointed fo fill a casual vacancy on the Board or as
an addition to the existing Board shall be subject to re-election at the
next AGM after his appointment.
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The Board intends to hold board meetings regularly af least four times a
year at approximately quarterly intervals. Notices of not less than
fourteen days will be given for all regular board meetings to provide all
directors with an opportunity to attfend and include matters in the
agenda for regular board meetings.

For other Board and Board committee meetings, reasonable nofice will
generally be given. The agenda and accompanying board papers are
dispatched fo the directors or Board committee members at least three
days before the meetings to ensure that they have sufficient time to
review the papers and be adequately prepared for the meetings.
When directors or Board committee members are unable fo attend a
meeting, they will be advised of the matters to be discussed and given
an opportunity to make their views known to the chairman prior to the
meeting.

Minutes of the Board meetings and Board committee meetings are/will
be recorded in sufficient defail fo include the matters considered by the
Board and the Board committee and the decisions reached, including
any concems raised by the directors. Draft minutes of each Board
meeting and Board committee meeting will be sent to the directors for
comments within a reasonable time affer the date on which the meeting

is held.

According fo the Articles of Association, a Director shall not vote nor be
counted in the quorum on any resolution of the Board approving any
confract or arrangement in which he or his associates is materially
interesfed.

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR

ExgRTHRTESES S HSFED
BITEREZMABERFTERTEZ A
PIiTEEeex BN ERRTHED 14
BX22RESE BETHLESE AN
PIITESEZBZREAHAMENHNEE °

REMESERBEFRESERME * AR
Al-REFLEEBRN - FRELEBESS
XHERRERCHRINELIETTESHE
EZBEKE  URRKEA T ERHEEH
BRAXHEERERERD ER - HEFHE
EREERERELFESH  AINFLES
RTHmNEERRNEHAFAEHENE
EREREZIRR

EZgeahESTZEeea C iR
g/ BEARTH UHAEETERESE
EEMEENEEMTERNATE  BFRE
ERENEMTHE SEZTQERNEEZ
BEgR R E RN ERR1TE
BRZAEBREATEERSES  UHEKF
RHEBR -

RIBABEREAR  ERESTERIER
FWZBBAREPHEAEAESNEMS
HWRZENTAETERERRE - TTE
SEAEEAEA ©



CORPORATE GOVERNANCE REPORT

DIRECTORS’ ATTENDANCE RECORDS AT MEETINGS

The annual general meeting was held on 6 June 2018 whilst 14 Board
meetings were held during the year ended 31 December 2018 and
the atfendance of the individual directors at these meetings is set out
below.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted its own Code for Securities Transactions by
Officers on terms no less exacting than those set out in the Model Code
as its code of conduct regarding directors’ securities transactions.
Specific enquiry has been made of the Company’s directors and all the
existing directors have confirmed that they have complied with the
required standards set out in the Model Code throughout the period
from 1 January 2018 to the date of this annual report.

BOARD COMMITTEES

The Board has established the Nomination Committee, the
Remuneration Committee and the Audit and Corporate Governance
Committee, for overseeing particular aspects of the Company's affairs.
All Board committees have been established with defined written terms
of reference, which are posted on the Company's website
"http: //www.cmru.com.cn” and are available to shareholders upon
request. All Board committees report to the Board on their decisions or
recommendations.

All Board committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances, at the
Company's expense.
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The Nomination Committee comprises Mr. lee Ting Bun Denny, Mr.
Pan Lliansheng and Ms. Ren Ruxian (Chairperson) who are all
independent non-executive directors. The functions of the Nomination
Committee primarily are fo:

(i)  review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board
to complement the Company's corporate strategy;

(i) identify individuals suitably qualified to become Board members
and select or make recommendations to the Board on the
selection of individuals nominated for directorships;

(i)  assess the independence of independent non-executive directors;

(iv)] make recommendations to the Board on the appointment or re-
appointment of directors and succession planning for directors, in
particular the chairman of the Board and the chief executive; and

[v] to determine the policy for the nomination of directors, the
nomination procedures and the process and criteria adopted to
select and recommend candidates for directorship.

For considering the appointment of directors, the Nomination
Committee assesses the candidate on a variety of criteria such as
reputation of infegrity, qualification, knowledge and experience in the
industry, ability to commit time and effort to carry out the duties and
responsibilities and Diversity in all its aspects, including but not limited
to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service.
Having taken into accounts of the above factors and obtained all the
information as the Nomination Committee considers necessary, the
recommendations of the Nomination Committee will then be put to the
Board for decision, and if the candidate will stand for election at a
general meefing, a circular will be sent to the shareholders.

On 16 April 2014 the Nomination Committee adopted a board
diversity policy. The Board Diversity Policy applies to the Board and
sees increasing diversity at the Board level as an essential element in
maintaining the Company’s competitive advantage. The Nomination
Committee will review annually the structure, size and composition of
the Board and where appropriate, make recommendations on changes
to the Board to complement the Company's corporate strategy, and
will make recommendation to the Board on the measurable objectives
for achieving board diversity. The Company aims to maintain an
appropriate balance of diversity perspectives of the Board that are
relevant to the Company business growth.
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NOMINATION COMMITTEE (Continued)

The Nomination Committee held one meetfing during the year ended
31 December 2018 fo, inter alia, (i) review the size and composition
of the Board as well as review the board diversity policy; (i) assess the
independence of the independent non-executive directors and fo review
that reappointment of directors; and (iii) discuss other matters related to
the foregoing.
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The Nomination Commitiee recommended Mr. Yu Jiangiu, Mr. Huang
Weiping, and Ms. Zhu Yufen as executive directors of the Company at
the forthcoming annual general meeting.

REMUNERATION COMMITTEE

The Remuneration Committee comprises Mr. Lee Ting Bun Denny, M.
Pan Lliansheng (Chairperson) and Ms. Ren Ruxian who are all
independent non-executive directors.

The duties of the Remuneration Committee include the following:

()  to make recommendations fo the Board on the Company’s policy
and structure for all directors’ and senior management's
remuneration and on the establishment of a formal and
fransparent procedure for developing remuneration policy;

[i)  fo review and approve the management's remuneration proposals
with reference fo the Board's corporate goals and objectives;

liii) to make recommendations to the Board on the remuneration
packages of individual executive directors and senior
management;

liv] to make recommendations to the Board on the remuneration of
non- executive directors:

[v] to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Company and ifs subsidiaries;
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REMUNERATION COMMITTEE (Confinved)

(Vi)

(vii)

(viii)

(ix)

fo review and approve compensation payable fo executive
directors and senior management for any loss or termination of
office or appointment to ensure that it is consistent with confractual
terms and is otherwise fair and not excessive;

fo review and approve compensation arrangements relafing fo
dismissal or removal of directors for misconduct to ensure that they
are consistent with contractual terms and are otherwise
reasonable and appropriate;

fo ensure that no director or any of his associates is involved in
deciding his own remuneration; and

fo determine the policy for the remuneration of executive direcfors,
assess performonce of executive directors and approve the terms
of executive directors’ service confracts.

Details of the remuneration of each Director for the year ended 31
December 2018 are set out in note 9 fo the financial statements
contained in this annual report.

Remuneration of senior management other than Directors for the year
ended 31 December 2018 are as follows:
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Number of executive

Total remuneration bands 428 35 T &5 [ ITHABEE
A
ACHI T =
Nil to RMB 1,000,000 Tz AR 1,000,000 7T |
RMB1,000,001 to RMB 1,500,000 ANEEE I QR0 Ames
AEE 1 500,000 7

RMB1,500,001 to RMB2,000,000

RMB2,000,001 to RMB2,500,000

AE¥ 1,500,001 TZ#
AR 2,000,000 7T
AE¥ 2,000,001 TZ
AR#2,500,0007T
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REMUNERATION COMMITTEE (Confinved)

Two meetings of the Remuneration Commlﬂee was held during the year

ERELIRE

HMESE @)
EA@ZQQO BFI2ASIHLEFE  HME

TUH

ended 31 December 2018 fo review the existing remuneration EB&HETT = /)\E.u%% L/\§$?$ T%%&
packages of Directors and senior managements of the Company. The SEREREB 2 HMTB - TR 2
recommended remuneration packages have been approved by the E’fﬁf%%‘\}k/&
entire Board.
Mr. Lee Ting Bun Denny 2l FEEXH ST A 2
Mr. Pan liansheng 2 EERB A 2/2
Ms. Ren Ruxian 2/2 (E22°¢ k-G 2/2
AUDIT AND CORPORATE GOVERNANCE COMMITTEE BB R GLXELEZES
The Audit and Corporate Governance Committee comprises Mr. lee TR R ACEECEE@ETERLE(E
Ting Bun Denny (Chairperson), Mr. Pan liansheng and Ms. Ren Ruxian  f&) - sE@E B & R{EL L+ - 251545
who are all independent non-executive directors. BN IEMITESE -
In relation fo reviewing the Company’s financial information, the Audit BB A A RMPBER TS @ BRI
and Corporate Governance Committee’s duties mainly are to: ELEEBeNTERE AT
(i  review the financial statements and reports and consider any (i) ExEEeR  BERAEEMEERE

significant or unusual items raised by the financial officers of the
Group or external auditors before submission fo the Board;

(i) review and monitor the external auditors’ independence and
objectivity and the effectiveness of the audit process;

(i) make recommendation to the Board on the appointment, re-
appointment and removal of external auditors; and

(iv] review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system.

&#&i W EEAEEIEAEHINE
REED IR 2 (ERE AL FIAE ¢

(i) @RI EEIRINE R ERED 2 BN - BB

HEREZBIE 2R
i) BMEL BEERRRIMNEZBEMAES

SRIER &

(iv) REARRMHREHIE - AEDEIEH
- RREEHNEESERARE
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EREIWE

AUDIT AND CORPORATE GOVERNANCE COMMITTEE
(Continued)

In relation to its corporate governance functions, the Audit and
Corporate Governance Committee’s responsibilities are o

()  develop, review and update the Company’s corporate
governance policies and practices and to make recommendations

to the Board,

(i) to review and monifor the training and continuous professional
development of directors and senior management,

(i) to review and monifor the Company’s policies and practices on
compliance with legal and regulatory requirements,

[iv] to develop, review and monitor the code of conduct and
compliance manual applicable to employees and directors, and

[v] to review the Company's compliance with the CG Code and
disclosure in this Corporate Governance Report.
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ERELHRSE
AUDIT AND CORPORATE GOVERNANCE V&u—.%kk‘l‘
Four meetings of the Audit and Corporate Governance Committee EW%V&&% BWEEeHETHNRE
were held during the Year. The work performed by the Audit and o B M E g,gié\@ﬁ(\ﬂ&ir T8
Corporate Governance Committee during the Year included the If’E@%LATXIE\ g
following:
(i)  reviewed the annual report and results announcement of the (i) BHARAFTEHZE2017FE12A31 81k
Company for the years ended 31 December 2017; FEMFERREENE
(i)  reviewed the inferim report and inferim results announcements of (i) BEIARATEHZE20184F 6 A30H 1E/X
the Company for the six months ended 30 June 2018; B AR HIRRE B E NS
(iii)  reviewed the accounting principles and practices adopted by the (i) BRI & B FrERAB € 5T ECR RIEHIF
Group and other financial reporting matters; HMBERRET

(iv] reviewed the results of external audit and had discussion with  (iv) BEIIMNBEZRER - j’[?jﬁ{?gﬂ%ﬁ%ﬂiﬁ
external auditors on any significant findings and audit issues; NETEH EINEZ BT R

[v)  reviewed the results of internal review and had discussion with  [v) BREANIBENER - Wt EAEAZ
intfernal audit consultant on any significant findings and internal I8 K% H fb QB ES 12 5 e B A 2l 3 2 B Y
control issues; EITR R

(vi) discussed with the external auditors before the audit commenced,  (vi) R EE4 G144 Al B INIE 422 Bh Bl 51 5 224 Y
the nature and scope of the audit and the respective relevant MHERBENRSERER

issues;

(vij considered and approved the resignation of auditors, the  (vii] ZE R /ERSENERE. (T ap 2 AR A

appointment of external auditors as well as approve its service NAFEENZEBMREE 4
contract for the Year;

(viii) received the continuing connected transactions for the year ended  (viii) EBRIE Z 20184 12 A31 BILEEW

31 December 2018; and HEWERS
[ix) reviewed the Company’s compliance with the Corporate  (ix) BTHARARESTEEE AR RAD
Govemance Code and disclosure in the Corporate Governance EERAMEMNIFTE -
Report.
Mr. Lee Ting Bun Denny 4/4 FEEXH A 4/4
Mr. Pan liansheng 4/4 EERB A 4/4
Ms. Ren Ruxian 4/4 (E27°¢ ket 4/4

There had been no disagreement between the Board and the Audit & E2018E 12831 HILEE 252 H
and Corporate Governance Committee during the year ended 31 BEEAL¥ELESBLEDI o

December 2018
Annual Report 2018 & —F— \F4FHf
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ERELIRE

AUDITOR’S REMUNERATION

Ernst & Young was appointed as our external auditor by the Board on
21 November 2018 until the conclusion of the 2019 AGM. It is
primarily responsible for providing audit services in connection with the
annual consolidated financial statements.

An analysis of the remuneration paid or payable to Emst & Young and
is set out below:

BB &
LKERTANEBAN2018F 11 A21 A&
ARREEG RN EA - FHE 2019
FRIBFARABIL - HEEBREAREF
A BB RRIBHE LR -

XN T oK A EHAAME O
T

Audit services (audit fee for the year ended
31 December 2018)

EZIRS (B2 20184
12A31 BIEFEZEZE)

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the
financial statements for the year ended 31 December 2018 which give
a true and fair view of the affairs of the Company and the Group and
of the Group's results and cash flows.

The management has provided to the Board such explanation and
information as are necessary to enable the Board to carry out an
informed assessment of the Company's financial statements, which are
put to the Board for approval. The Company provides all members of
the Board with monthly updates on the Company’s performance,
positions and prospects.

The Directors have made an assessment on the liquidity position of the
Group as to whether the Group is able to continue as a going concem
for af least the twelve months from the end of the reporting period. The
Directors are in the opinion that it is appropriate fo prepare the
consolidated financial statement on a going concern basis.
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INTERNAL CONTROL

The Board acknowledges that it is the responsibility of the Board fo
mainfain an adequate infernal control system to safeguard shareholder
investments and Company assefs and review the effectiveness of such
system on an annual basis.

The Board has conducted a review of the effectiveness of the internal
confrol system of the Company and considers the internal control system
fo be effective and adequate.

The Company has arranged appropriafe insurance cover in respect of
legal action against its directors.

The Board has established an internal audit function, which reports
directly to the Audit Committee fo determine whether the internal control
procedures are properly carried out throughout the year.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is responsible for the risk management
and internal confrol systems and reviewing their effectiveness on an
ongoing basis. Such risk management and internal control systems are
designed for managing risks rather than eliminating the risk of failure o
achieve business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss. The Board
has delegated its responsibilities (with relevant authorities) of risk
management and internal control to the Audit and Corporate
Governance Committee. The Audit and Corporate Governance
Committee (on behalf of the Board) oversees management in the
design, implementation and monitoring of the risk management and
internal control systems. During the Year, the Board had conducted
review of the risk management and internal control system of the
Company before the date of this report through effort of the Audit and
Corporafe Governance Committee.

During 2018, the Group has engaged an external consultant to
provide assistance in the development of a structured approach to risk
management and perform internal control review.

ERELIRE

PR 12
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®  Determines the business strategies and objectives of the Group, o
and evaluates and determines the nature and extent of risks it is
willing to take in achieving the Group's strategic objectives;

®  Ensures that the Group establishes and maintains appropriate and e
effective risk management and infernal control systems; and

e Oversees management in the design, implementation and e
monitoring of the risk management and internal control systems.

®  Assists the Board to perform its responsibilities of risk management
and internal control systems;

e reviews the Company’s corporate governance policies and e
practices (including risk management policy) and to make
recommendations to the Board:;

®  Ensures the adequacy of resources, staff qualifications and e

experience, training programmes and budget of the Group's
accounting, internal audit and financial reporting functions; and

e Considers key matters on risk management and internal control,
and reports and makes recommendations fo the Board.

China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR

BRELIWE

RISK. MANAGEMENT AND INTERNAL CONTROL [ELR B e A EBBEHE ()

Confinved)

ﬁgfa‘f;at/ures of the risk management and internal control EREERANPEZEFHIENEZHHE
%ng:;up’s risk governance structure and the main responsibiliies of A& B 7 E B B AL EIA R REBER S B
each level of the structure are summarised below: FTEREBINAOT :
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RISK MANAGEMENT AND INTERNAL CONTROL

(Continued)

Main features of the risk management and internal control

systems (Continved)

Management

®  Designs, implements and maintains appropriate and effective risk
management and infernal control sysfems;

e  I|dentifies, evaluates and manages the risks that may potentially
impact the major processes of the operations;

®  Monifors risks and takes measures to mitigate risks in dayto-day
operations;

®  Gives prompt responses fo, and follow up on risk management
and internal control matters; and

®  Provides confirmation fo the Board and Audit Committee on the
effectiveness of the risk management and internal control sysfems.

Internal control consultant

®  Reports to the Audit Committee the findings of the infernal control
review and makes recommendations to the Board and
management fo improve the material systems deficiencies or
control weaknesses identified.

HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

For the purpose of handling and disseminating inside information in
accordance with the Llisting Rules and the Securities and Futures
Ordinance (Cap 571 of the laws of Hong Kong, the Group has faken
various procedures and measures, including arousing the awareness o
preserve confidentiality of inside information within the Group, sending
blackout period and securities dealing restrictions notification to the
relevant directors and employees regularly, disseminating information to
specified persons on a needto-know basis and regarding closely to the
"Guidelines on Disclosure of Inside Information” issued by the Securities
and Futures Commission in June 201 2.

COMPLIANCE WITH LAWS AND REGULATIONS

During the year ended 31 December 2018, the Group was in
compliance with all the laws and regulafions applicable to the business
operations of the Group.
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ERELIRE

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The Company considers that effective communication with shareholders
is essential for enhancing investor relations and investor understanding
of the Group's business performance and strategies. The Company also
recognizes the importance of transparency and timely disclosure of
corporate information, which enables shareholders and investors to
make the best investment decisions.

To promote effective communication, the Company maintains a website
at "http://www.cmru.com.cn”, where extensive information and
updates on the Group's business developments and operations,
financial information, corporate governance practices and other
information are available for public access.

Shareholders and investors may send writfen enquiries or requests fo the
Company as follows:

Address:  Unit 4402-03, COSCO Tower,

183 Queen’s Road Central, Sheung Wan, Hong Kong
(For the attention of Corporate Communications Department)
Fax: +852 2587 7199

Email: ir@cmru.com.cn

Enquiries are dealt with in an informative and timely manner.

The Board welcomes views of shareholders and encourages them to
attend general meetings fo raise any concerns they might have with the
Board or the management directly. Board members and appropriate
senior staff of the Group are available at the meetings to answer any
questions raised by shareholders.

The Company continues to enhance communication and relationship
with ifs investors.

Designated senior management maintains regular dialogue with
institutional invesfors and analysts to keep them informed of the Group's
developments.

During the year ended 31 December 2018, there had been no
change in the constitutional documents of the Company.
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DIVIDEND POLICY

The Group adopted a dividend policy on
summary of the policy is disclosed as below.

18 January 2019. A

The Company considers sfable and sustainable retums to shareholders
fo be its goal and endeavours to maintain a balance between meeting
shareholders’ expectations and prudent capital management with a
stable and sustainable dividend policy.

In accordance with the article of association of the Company and
subject to the relevant laws under Cayman lIslands, the Company in
general meeting may from time to time declare dividends in any
currency fo be paid to the shareholders but no dividend shall be
declared in excess of the amount recommended by the Board.

Dividends may be declared and paid out of the profits of the
Company, realised or unrealised, or from any reserve set aside from
profits which the Directors determine is no longer needed. With the
sanction of an ordinary resolution dividends may also be declared and
paid out of share premium account or any other fund or account which
can be authorised for this purpose in accordance with the relevant laws
under Cayman Islands.

In deciding whether to propose a dividend and in determining the
dividend amount, the Board may take into account, amongst other
things, the actual and expected financial performance, the eamings,
distributable reserves, debts to equity ratio, refurn on equity, working
capital requirement, future expansion plans, and any other factors that
the Board deem appropriate.

The Board shall review this policy from time fo fime, as appropriate, to
ensure the effectiveness of this policy and shall discuss any revisions
that may be required.

COMPANY SECRETARY

The company secretary of the Company is Mr. Cheung Ying Kwan.
Mr. Cheung has been informed of the requirement of the Rule 3.29 of
the Listing Rules, and he confirmed that he had affained no less than 15
hours of relevant professional training during the year ended 31
December 2018
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ERELIRE

To safeguard shareholders” inferests and rights, separate resolutions are
proposed at shareholders” meefings on each substantial issue, including
the election of individual directors, for shareholders’ consideration and
vofing.

Under article 58 of the Articles of Association, the Company's
shareholders may convene an extraordinary general meetfing or put
forward proposals at shareholders’ meetings pursuant to the Articles of
Association. Any one or more shareholder(s) holding at the date of
deposit of the requisition not less than onetenth of the paid up capifal
of the Company carrying the right of voting at general meetings of the
Company shall, by written requisition to the Board or the company
secrefary, require an exiraordinary general meeting fo be called by the
Board for the transaction of any business specified in such requisition;
and such meeting shall be held within two months after the deposit of
such requisition.

Shareholders may put forward proposals for consideration at a general
meeting in accordance with the Companies Law of the Cayman Islands
and the Atticles of Association.

As regards proposing a person for election as a director, the
procedures are available on the websites of the Company and the
Stock Exchange.

For the avoidance of doubt, shareholder(s) must deposit and send the
original duly signed written requisition, notice or statement, or enquiry
(as the case may be) to the Company and provide their full name,
contact details and identification in order to give effect thereto.
Shareholders’ information may be disclosed as required by law.

The Company has not made any changes to ifs Arficles of Association
throughout the year ended 31 December 2018. An upto-date version
of the Articles of Association is available on the Company's website
and the Stock Exchange's website. Shareholders may refer to the
Articles of Association for further details of their rights.

All resolutions put forward at shareholders’ meetings will be voted by
poll pursuant fo the Listing Rules and the poll voting results will be
posted on the websites of the Stock Exchange (www.hkexnews.hk) and
the Company (http: //www.cmru.com.cn) immediately after the relevant
general meetings.
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INDEPENDENT AUDITOR’S REPORT

ORVR S

Ernst & Young TG TR SE AT Tel E35: +852 2846 9888
22/F, CITIC Tower IR EE1YE Fax {8 H: +852 2868 4432
1 Tim Mei Avenue sk E2218 ey.com

EY =x

To the shareholders of China Metal Resources Utilization Limited
(Incorporated in the Cayman Islands with limited liability)

Central, Hong Kong

We have audited the consolidated financial statfements of China Mefal
Resources Utilization Llimited (the “Company”) and its subsidiaries (the
"Group”] set out on pages 92 to 100, which comprise the
consolidated statement of financial position as at 31 December 2018,
and the consolidated statement of profit or loss, the consolidated
statfement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the
year then ended, and notes fo the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2018, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (“IFRSs”) issued by the
International Accounting Standards Board (“IASB”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA"). Our responsibilities under those standards are
further described in the Audifor’s responsibilities for the audit of the
consolidated financial statements section of our report. We are
independent of the Group in accordance with the HKICPA's Code of
Ethics for Professional Accountants (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriafe to provide a basis for our opinion.
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INDEPENDENT AUDITOR’S REPORT
ORVR A

To the shareholders of China Metal Resources Utilization Limited
(Incorporated in the Cayman Islands with limited liability)

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. For each matter below, our description of
how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond
to our assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit procedures,
including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying
consolidated financial statements.
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To the shareholders of China Metal Resources Utilization Limited

(Incorporated in the Cayman Islands with limited liability)

Business combination and goodwill measurement
EBaORBBRTE

During the year, the Group acquired entire equity inferests
of Mianyang Zhaofeng Copper Co., lid 435Ik 2% H
PR A 7] ("Zhaofeng”), Hubei Rongsheng Copper Co., Lid
Ml R 2B & mB R 2 7 ("Rongcheng’) and
Chengxin Copper Co., lid MR BMEBR A A
("Chengxin”) for purchase considerations of RMB64
million, RMB292 million and RMB355 million,
respectively. Following the purchase price allocation on
identifiable assets and liabilities acquired at acquisition
dates, goodwill of RMB64 million, RMB291 million and
RMB308 million were recognised, respectively. The
additional goodwill contributed 14% of total assets and
39% of total non-current assets of the Group. Accordingly,
the acquisitions were material and significant judgements
and estimates were required in relation fo the purchase
price allocations including the resulting goodwill.
Management, assisted by external valuation specialists,
determined the fair values of the identifiable assets and
liabilities and contingent considerations. The contingent
considerations included earn-out payments based on future
profits of the acquirees in the coming two fo three years.
These contingent consideration payables were measured
at fair values, based on a probabilit-weighted expected
return analysis of cash flow assumptions, which related to
the expected performance and growth of the entities
acquired, discounted to a present value. Revaluation of
the contingent consideration payables were recognised in
the consolidated profit or loss. The judgements involved in
deriving estimated future profits and associated probability
weightings, and determining an appropriate discount rate
is an area considered to be at risk of material
misstatement.

INDEPENDENT AUDITOR’S REPORT

ORVR S

BHEEBERMNARRA A
(RS EZMAL A HR A FMLRER

Our procedures in relation to the accounting of business
combination included, among others:

BERXGAMHETNEFEHE

= Assessing the competence and relevant
experience, independence and objectivity of the
external valuation specialists engaged by
management;

“a FHEEE R A SNBRT S ERAVEE ) KR AR
KEe - BUIMNEEIL

g Testing on a sample basis the cutoff of sales and
expenses at the acquisition dates;

7 MG E B SNHERER

e Assessing the valuation methodologies used by
management by comparing against external data
for purchase price allocation; and

i FEBEBEEDEMIIMNIBIRETLE - 4
EREREANMGETE &

— Assessing the valuation methodologies used by
management and testing the key assumptions
against historical trends for contingent
consideration payables.

= FHEEREEEANGEETE  YREBERAKE
e TRIBROEE LB 25 R A BR SR fRAR o
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INDEPENDENT AUDITOR’S REPORT

ORVR A

To the shareholders of China Metal Resources Utilization Limited

(Incorporated in the Cayman Islands with limited liability)

FR BEEBERBREKEREZAERAR(TKE])
LR BHBERAR((RR ) RFHH™TRER
XER2R(RE]D 280 5E  KBAEIHR/AR
# 64,000,000 7T -+ A R #292,000,0007T & A K #
355,000,0007T - &t iE B EAFA IR AT BB B EE ) B
AN EBEER - 2 hIHEREE AR 64,000,000
7T AR #291,000,0007T Kk A K # 308,000,000
T BINEEN BESRERABEMNIALRIERBDEE
REN39% - At - WEERBEARAFTEBEE
DE(BRANKELNEE) FHERHE KRG - &
BEENISBEEERNHS T  EEABEERE
BEUNEARENAFE  AREEERREREE
TARKMEB =ZFBAASOBAEHBARK - ZFXA
REBMNFADRAKEEROFAHRE MIERAH
MRERERR (MREERE) WX NEREME RS
o AR FERFE - IARBENTENERETIR
FAEBRMmRPER - HEEMGSRIOEN M AEREBE R
BARBTEEE MR RGN ROHHRRSFEE
R R BRI R o
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BHEEBERMNARRAA
(REIEFEZMAL AR A FMLRER

Our procedures in relation to the impairment assessment
of goodwill included, among others:

ERARBRENGNEFEE

= Assessing the competence and relevant
experience, independence and objectivity of the
external valuation specialists engaged by
management;

— FHEE IR R A A SN ERRT S B R A 1) MAR
Rk BUMMERINML

= Obtaining an understanding of the basis
adopted in the value in use calculations
prepared by management;

i THREEBMRAENEREETEMEAN
B

= Involving our internal valuation specialists to
assist fo assess the valuation method used by
management and evaluating certain key
assumptions for goodwill impairment
assessment;

= BEANRTEERBYFEEREEANG
B7h%  WAHERERENGHNE TERRK

.
F‘X'



To the shareholders of China Metal Resources Utilization Limited

(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Continved)

INDEPENDENT AUDITOR’S REPORT

ORVR S

BHEEBERNARRAT
(RS EZMAL A HR A FMLRER

BREZSE#)

Management is required fo test the recognised goodwill
for impairment both annually and if there is a trigger for
festing. The impairment test involved significant judgements
and assumptions including uncertainties around future
market or economic conditions made by management.
ERERASFELRBEAAERZNER THE®R
NEEETTRERNR - MEANFS REBRHEHRERE
BIRE IR B AR KT I5 RABMR DA A HEE EEHEY
Bl R

The related judgements and estimates, goodwill and
business combinations are disclosed in notes 3, 16 and
33 1o the consolidation financial statements.

A E RAET  BBREREHRGEY BRI
3 16K 337 HFEE ©

Testing the appropriateness of the key inputs
applied by management including revenues,
cost of sales and operating expenses by
benchmarking them against the economic and
industry data;

BB T B ABURRKGEMITREERE
ETHE - ASREEERANEI28H AR
MEEE BREERE HERKARES
FH

Assessing the key factors in defermining the
discount rate and comparing fo discount rafes
adopted in the industry; and
AMEEERRRRAEENBERRESE  WHET
FRAMBRREETHEER &

Evaluating the sensitivity analysis performed by
management in respect of the growth rafe to
evaluate the extent of impact on the calculations
of the value in use.
HEEEEHERRETOSRBESN - U
AHEEHEREEFENFERE -
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INDEPENDENT AUDITOR’S REPORT

ORVR A

To the shareholders of China Metal Resources Utilization Limited

(Incorporated in the Cayman Islands with limited liability)

Revenue recognition

ERENER

The Group's principal activities are the manufacturing,
sale and trading of copper and related products.
BEEENTIEXKEDAFLBHEEMNLEE  HE
KBS o

For the year ended 31 December 2018, the Group
recorded total revenue of RMB20,643 million of which
manufacturing revenue accounted for RMB3,101 million,
representing 15% of total revenue while trading revenue
accounted for RMB17,542 million, representing 85% of
fofal revenue.

HE2018F12A31HILFE X EEEHFELEE
AR 20,043,000,0007T - HPHEEZEAA
K#3,101,000,0007T - (h# L XM 15% ME S
EHEFHEARK17,542,000,0007C « G4 EBH
85% °
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BHEEBERMNARRAA
(REIEFEZMAL AR A FMLRER

Qur procedures in relation fo revenue included, among
others:

BEEREXBERANEFEE (AT e)

= Obtaining an understanding of the processes
relating fo revenue recognition and assessing
the design, implementation and operation of key
controls over the recording of revenue;

- THRELXEEABANET RERBEER
RIS EIT AV ERGT - T RIRVEETTRIE

= Inspecting samples of sales confracts to identify
key terms and conditions and the point at which
control of the products were transferred and
assessing the Group's accounting policies for
revenue recognition with reference to the
requirements of the prevailing accounting
standards;

= M EHESNWNETE F 2RI RGN
NEREHEREZENR[E  T2ERT
GERE G EEERHLERAREAN
SRR



To the shareholders of China Metal Resources Utilization Limited

(Incorporated in the Cayman Islands with limited liability)

We identified revenue recognition as a key audit matter
because revenue is one of the key performance indicators
of the Group which gives rise to an inherent risk that
revenue could be subject to manipulation to meet
expectations or performance targets; and the Group is
entitled to government grant for refunds of 30% of the net
value added tax paid/payable generated from
manufacturing revenue. The impact of any errors in
manufacturing revenue recognition could be material to
the consolidated financial statements in terms of the
government granf income to be recognised.
EEREXBNERCAS —HRREZFE  BER
e BEEEN-EEEXREAERF g5/REXREA
ReRENMEI AP EEEENRERR : & &
SEARESHNHE  ZERBELETMN
IR {E %58 30% AR B o S 74 S B 52 B9 IR 0 B U
A BUEEEBERNE R AR e B HRER
TEERK o

The relevant disclosures of revenue are contained in note
5 to the consolidated financial statements.

BREXENREEHNINGE S MIEHRRMES -

INDEPENDENT AUDITOR’S REPORT

ORVR S

BHEEBERMNARRA A
(RS EZMAL A HR A FMLRER

Checking samples of revenue transactions
recognised during the year with the related sales
contracts, sales invoices, delivery document,
cash receipts and other relevant underlying
documentation;
MEREFANEHERLE XA HEAEEH
HEGK HEER REE HAaUER
E A8 R X

Checking samples of revenue transactions
recorded before and after year end with the
sales confracts, sales invoices, delivery orders
and ofher relevant underlying documentation fo
assess if the related revenue was recorded in
the appropriate accounting period;
MEREFRARATHENEEBIFIER
HEIFEAN  HERR XBEEBENHMWERH
X URHE RSB R AR ENS
FHEAM

Performing background search on key
customers; and

HIZEPETESHAST &

Considering the adequacy of the financial
statement disclosures.

ZRENMBRMRBEENTOME -
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INDEPENDENT AUDITOR’S REPORT

ORVR A

To the shareholders of China Metal Resources Utilization Limited

(Incorporated in the Cayman Islands with limited liability)

Recoverability of advance payment to suppliers
BTSRRI Y AT [ Wi

The Group has made significant advance payment to
suppliers in order to secure the supply of raw materials.
These advance payments were principally for the purchase
of scrap copper and were mostly made to individuals and
private companies. The outstanding balance of advance
payments fo suppliers was RMB 1,334 million as af 31
December 2018, representing 28% fofal assefs.
EEERMHERBNERIE  UERFREMHHE -
HEBRRTELRBEENF - BT EXNTFEARLA
NAF 22018 12 A 31 HMMHER X MAIRERBEK
AR AR AR 1,334,000,0007T - HEREELED
28% °

Management assessed the recoverability of advance
payments to suppliers with reference fo their past histories
of the supply of goods to the Group. Based on
management’s assessment, no provision for impairment
was required in respect of the advance payments to
suppliers as af 31 December 2018.
EEEL2ERSEER BEEEHEERNESL
AHE BN ERERIRMN A B - EREE B -
R20184F 12 A 31 BEARBNHEBEFEIRRE
B e

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR

FHEEEERMNARRAF
(REIEFEZMAL AR A FMLRER

Our procedures in relation to recoverability of advance

payment fo suppliers included, among others:

BEERBNHERTIAR A BRI RANEF 85 (E

hEE) :

— Assessing the design, implementation and
operation of confrols over the monitoring and
utilisation of advance payments fo suppliers and
the related impairment assessment;

~ BB K fE A B e R kIR M AR R (E R
AT MRRAT » BT IR IEETTRIAS

= Performing background search on material
suppliers;

<5 HEAREHETERAST

s Assessing the historical loss record of advance
payments to suppliers with reference to the ageing
analysis of the balances, the past history of each
supplier, including previous defaults or delays in
the delivery of goods, sefflement records and post
year end deliveries, on a sample basis;

= DEEBNRERON  SHEFBERESE (8
RATENNEERNEM) AELHERF
R RO 8L - FEET (4 2 R R IR B
e SRR



To the shareholders of China Metal Resources Utilization Limited

(Incorporated in the Cayman Islands with limited liability)

We identified the assessment of recoverability of advance
payments fo suppliers as a key audit matter because
advance payments were significant to the Group as at 31
December 2018 and the advances were made fo many
individuals and private companies and therefore
significant management judgement is required to be
exercised to assess their recoverability which can be
inherently uncertain.
EERBMHERAIEN A EER RREREREE
TEAM2018F 12 A3 BRFRYE BEEEMSEBEK
BBRDARZEARFARBESL - BT EER]E
WiERAEIEBIELERHE - MEFERNENTRE
FENE o

The relevant disclosures of judgements and esfimates and
advance payment to suppliers are confained in nofes 3
and 20 o the consolidated financial statements.
BRAFE - Mt BN HERRIENREERENE
BB HERMFEI K20 -

INDEPENDENT AUDITOR’S REPORT
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BHEEBERMNARRAA
(RS EZMAL A HR A FMLRER

Involving our internal valuation specialists to
assist fo assess the valuation method used by
management and evaluating forward looking
adjustment by checking to market dafo;
BN EER B A EEREERNG
B3 YEBREMSBETGAELA
#*®

Conducting, on a sample basis, site visits to
material suppliers to assess the existence and
size of the suppliers;
HEAREBETHEEMESR - AFEH
FER IR R ARAR

Obtaining confirmation, on a sample basis,
from maijor suppliers to confirm the balances at
31 December 2018 and performing alternative
procedures by comparing defails with purchase
orders, bank payments and related
documentation; and

X 2HERESEARER - IHER2018F
12831 HeV&EsR - WiB B MY L EREERT
B RITANREEE X RETERERRF
&

Performing a refrospective review by comparing
management’s assessment of the recoverability
of advance payments to suppliers as at 31
December 2017 with actual utilisation and
recoveries of these balances in the current year.
BB ERER2017F 12 A 31 BRNHE
7 KR F] @ U 1 Y T R R B RN AN R
BV BB A R B BN ELLE - EITRPIE

LA
e

I o
AR A
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INDEPENDENT AUDITOR’S REPORT
ORVR A

To the shareholders of China Metal Resources Utilization Limited
(Incorporated in the Cayman Islands with limited liability)

OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other information.
The other information comprises the information included in the Annual
Report, other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statfements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the
audit or otherwise appears fo be materially misstated. If, based on the
work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group's ability fo continue
as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors of the Company either intend to liquidate the Group or to
cease operations or have no realistic altfernative but to do so.

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group's financial
reporting process.
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INDEPENDENT AUDITOR’S REPORT

To the shareholders of China Metal Resources Utilization Limited
(Incorporated in the Cayman Islands with limited liability)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are fo obfain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Our report is made solely to you, as a
body and for no other purpose. We do not assume responsibility
fowards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected fo influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism throughout
the audit. We also:

e Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate fo
provide a basis for our opinion. The risk of not defecting a
material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
infernal control.

e Obfain an understanding of infernal control relevant fo the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group's internal control.

e Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

s HEREELAARER RIS

ORVR S

HHEEEBERINAERAT
(RS EZMAL A HR A FMLRER
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INDEPENDENT AUDITOR’S REPORT
ORVR A

To the shareholders of China Metal Resources Utilization Limited
(Incorporated in the Cayman Islands with limited liability)

e  Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtfained, whether a material uncertainty exists related
fo events or conditions that may cast significant doubt on the
Group's ability to confinue as a going concem. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Group
to cease to continue as a going concern.

®  Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying fransactions and events in a manner that achieves fair
presentation.

e Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business acfivities within the
Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide the Audit Commitiee with a statement that we have
complied with relevant ethical requirements regarding independence
and fo communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR
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INDEPENDENT AUDITOR’S REPORT

To the shareholders of China Metal Resources Utilization Limited
(Incorporated in the Cayman Islands with limited liability)

From the matters communicated with the Audit Committee, we
defermine those matters that were of most significance in the audit of
the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Ip Hing Lam.

Ernst & Young
Certified Public Accountants
Hong Kong

28 March 2019
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FalRaR

Year ended 31 December 2018 EtZ 20184 12531 AL F/E

2017
2017 &
Notes RMB'O00
B 5 ARETIT
REVENUE =E ] 5 13,741,862
Cost of sales SHE R R (13,618,255)
GROSS PROFIT/(LOSS) £ (E8) 123,607
Other income, gain/(loss), net HMEU A - Wzt (EB8R) 6 318,340
Selling and distribution expenses HERDHMAX (20,519
Administrative expenses TR (153,636
Reversal of provision for RERE I IFRR
doubtful debts, net 19 127 A5/
Finance costs B FE AKX AN 8 (143,220
Share of profits of associates {1 Bt 2 1% B A 4,375
PROFIT BEFORE TAX BiRER Za 256,404
Income tax expense PSR i) (71,821)
PROFIT FOR THE YEAR ATTRIBUTABLE A=A RI#EE ABEGERZEF
TO OWNERS OF THE COMPANY 18755858
EARNINGS PER SHARE BREF 12
Basic (RMB) EXR(ARBT) 0.08
Diluted (RMB) BE(ARKT) 0.07

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2018 #Z 20184 12 431 A1 F/&F

FEZEkaR

2017
20174
RMB'O00
ARETT
PROFIT FOR THE YEAR FRRF 184,583
Other comprehensive income/{loss) for the year: FRE M2 E Kz (EHE) -
Other comprehensive income/(loss) that will REEHRBBETeEFTHES
not be reclassified to profit or loss BEMHEMEE
in subsequent periods: W/ (Ei8) :
Exchange differences on translation of BERR R REINETEH
the Company and the foreign operations N =5 3,897
TOTAL COMPREHENSIVE INCOME/(LOSS) ARRBEEAEGREAZE
FOR THE YEAR, ATTRIBUTABLE TO OWNERS Uz~ (f&i8) 4 58
OF THE COMPANY 188,480
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FaMBRAR

31 December 2018 20184 12 431 A

2017
20174
Notes RMB’000
Bt = ARETTT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y% - BB K& 118 568,460
Prepaid land lease payments Tt LA E R 14 95,672
Interests in associates NS 15 166,810
Goodwill mE 16 LSl
Pledged deposits [REELYER 27 4,800
Prepayments, other receivables R - B RUGRIA K
and other assets Hth&E 20 31,846
Deferred tax assets RIET IR & 17 20,039
910,854
CURRENT ASSETS REBEE
Inventories s 18 453,169
Trade and bills receivables B S RBGRIE R EWEE 9, [ el
Prepayments, other receivables FARR - E A EKRIE &
and other assets Hu&EE 20 784,351
Amounts due from associates JFE Y B 28 X R FROR 21 6,221
Amounts due from related parties JrE Ui B8 B 5 2k TE 21 10
Pledged deposits B HER 22 43,437
Cash and cash equivalents RekFHeFEER 29 109,595
2,487,981
CURRENT UIABILITIES RBAR
Trade and bills payables B HENFIARENRE 23 213,658
Note payable ANEE 24 &
Other payables and accruals H b FRIE KRR & 25 356,638
Finance leases payables AMERERARIE 26 A A
Inferestbearing bank and other ST RRIT REAER
borrowings 2o 682,560
Amounts due to associates JE T B 2 A RIKIA 21 4,638
Amounts due to a related party JE - — & B 75 IR 21 z
Liability component of convertible ﬂ?ﬁ%%#ﬂ’ﬂ%{a%ﬁﬁ
bonds 28 O S
Tax payable e IR 36,481
1,401,597
NET CURRENT ASSETS FREEE 1,086,384
TOTAL ASSETS LESS CURRENT BEERRBAE
LIABILITIES 1,997,238

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

maMBRAR

31 December 2018 20184 12 431 A

2017
2017 &
Notes RMB'O00
B 5 ARET T
NON-CURRENT LIABILITIES kRBEE
Finance leases payables AT ERE 26 691
Inferestbearing bank and other SHERITREMER
borrowings 27 3]
Liability component of convertible bonds AT # & &4 &) & EEFH 28 453,436
Contingent consideration liabilities HARRBEE =
Deferred government grants ELEBR B 29 6,204
460,862
NET ASSETS REE 120 3OR3AO
EQUITY s
Share capifal A& 30 197,495
Reserves i 32 1,338,881
TOTAL EQUITY 4 RE L IESR O8O

Yu Jiangiu
ATEM
Director

EF

Kwong Wai Sun Wilson
BERE

Director

EFE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FeEEBR

Year ended 31 December 2018 #Z 20184 12 431 A1 F/&E

Share
premium

RipaE
RME'000
ARBTT

Nofes
i AR ST T

At 31 December 2017

R2017%124318 197495 1,016,229

At 31 December 2018

R2018%12A318 210244 1468419

Exchange
reserve

Bt
RMB'000

N S

(1,529

(62,783)*

Capital
reserve

BAGR
RMB'000
AEBTR

132,055

132,055*

Attributable fo equity shareholders of the Company
ALNRRERRES
Share-bosed
payment
reserve
DY it
ERf
AR
RMB'000
ARMTT

Consideration
share
reserve

Converfible
Warrant ~ bonds equity
reserve  resenve

Totol
equity

Accumulated  Revaluation
losses reserve

Statutory
reserves

ARER  TERES
fEfe  EEGE
RMB'000  RMB'000
AEBTR  AR%TR

RERG
il
RMB'000
ARRT R

e
RMB'000
AEBTR

ZitbR
RMB'000
ARBTT

B
RMB'000
ARBTR

L1
RMB'000
ARBTT

87,128 81,270 1209 40,6% 48970 (68017) 1,536,376

Effect on adoption of RARRAHREEN
RS 9 net of tax £0%MTe Nk
#E ) (83,263) (73,683
At 1 January 2018 (restoed) R2018F1A1H
(5 %51) 197495 1,016,229 (11529) 132,055 81,270 12,079 48970 (151,300 1,462,693
Profi for the year Fhigf = - - - - - - 20,123 20,123
Other comprehensive loss EREHEEER:
for he year:
Exchonge diferences on BEARAR
franglfion of e Companyand ~ E5 ERE £ H
the foreign operations ERER (51,254 (51,254)
Totol comprehensive loss FREAFRLE
for he year (51,254) (31,131)
Issuarce of ordinary shares RTERR 30,32 314,235 - - 320922
Brercise of share opions I ERE 30,31, 32 19730 (5,374 - 15,750
Appropriafion fo siotvory reserve  EHEEE G 3 = = (22,895) =
Eouisefled shore opfion IEREENERE
anangemen's T KAS L] - 7,563 - 7,563
lapse of share opfions BRELR 31,32 - (2,984) 2,984 -
Redempion of convertble bonds BRI AR ER 2,32 - - 157 -
Consideration shore arongements  ER (A% 32 - - - - 109,625 - 109,625
Issuance of consideration shores ~ Z{TRERR 30 3,206 90,813 - - (94,019) - -
Exercise of warronts ERRES 30,32 1,462 7412 - (8,519) - - 20,355

110,023* 80,475 3,560* 645760 (150,931 9,600° 1,905,777

These reserve accounts comprise the consolidated reserves of RMB1,695,533,000 %
[2017: RMB1,338,881,000) in the consolidated statement of financial position.

m China Metal Resources Utilization Limited © B4 B ERAHARE AR

ZERBEECEGAUBRARANG S
&% AR % 1,6055330007T (201746 : AR ¥
1,338,881,0007T) °



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

g f=1 DiES

Year ended 31 December 2018 #Z 20184 12 431 A1 F/&F

Atribuioble o equity shareholders of the Company
ARAEEHRREL

Sharebased Converfible  Considerafion
Share Share  Exchonge Capial Stotutory payment  Warrant  bonds equify share  Accumulated Total
capilal premium feserve feserve fesenves feserve feserve resenve resenve losses equity
IWRR
e AREE  TARES RERHR
fx  RfYEE @ EXRE  EARE  EERE  ARER fE  EaDy fE  ZHER EER
Notes RMB'000 RMB'000 RMB'000 RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RIMB'000 RIVB'000
i ARETr ARETR ARETr ARETT ARETr ARETT ARETT ARETT ARETR ARETR ARETR
At 1 Jonuary 2017 R2017E1R18 182,579 602,992 [15426) 132,055 80,917 59,680 12,079 # - (247,068 807,708
Profitfor he year FREH = = = = - - - - - 184,583 184,583
Other comprehensive income ~~ FRE M 2K
for the year:
Exchange differences on BEARFR
fronslotion of the Company BNEBEER
and the foreign operations ] - - 3,897 - - - - - - - 3,897
Totol comprehensive income ENEENREE
for the year - - 3,807 - - - - - - 184,583 188,480
Issuance of ordinary shares BITERR 30,32 6,455 162,523 - - - - - - - - 168978
Exercise of share opfions TEERE 30,31,32 308 9,035 - - - (841) - - - - 8,592
Appropriation fo statuiory reseve BB EAT itk 32 = = = = 6,211 = - = - [6,211) -
Equitysetfed share opfion IEREENERE
arrangements T 31,32 5 = & = = 23,210 = = = = 23210
lapse of share opfions BRERM 31,32 - - - - - 779 - - - 779 -
Conversion of convertible bonds BRI ERT
fo equity s 2832 8,063 241,075 - - - - - - - - 9138
Issuance of convertible bonds  E{TAI IR ER 28,32 - - = e = & - 41,300 = = 41,300
Redemption of convertible bonds ~ BB A% (B % 28,32 - 604 - - - - - [604) - - -
Considerafion share arongements B (7 &k 32 - - - - - - - - 48,970 - 48,970
At 31 December 2017 R2017%£128318 197495 1016229  (11,529) 132,055 87,128 81,270 12,079 40,696 48970 (68,017) 1536376

Annual Report 2018 & —F— \F4FHf




CONSOLIDATED STATEMENT OF CASH FLOWS

FERKRER

Year ended 31 December 2018 EtZ 20184 12531 AL F/E

CASH FLOWS FROM OPERATING
ACTIVITIES

Profit before tax

Adjustments for:

Finance costs

Equity-setiled share option expense

Consideration shares for inventory
procurement

Depreciation

Deferred expense

Amortisation of prepaid land lease
payments

Interest income

Share of profits of associates

Loss on disposal of property, plant
and equipment

Foreign exchange differences, net

Changes in fair value of derivative
instrument

Changes in fair value of contingent
consideration liabilities

Reversal of provision for

doubtful debts, net

Reversal of provision for inventories

Decrease/increase) in inventories

Decrease/(increase) in trade and
bills receivables

Increase in frade and bills payables

Increase in prepayments,
other receivables and other assets

Increase in other payables and accruals

Cash generated from/(used in)
operations

Income fax paid

Notes
B 5
RETEBESHENE
BB B
KUATIE B FAE -
B FS A AN 8
DARRRE4E E B i i A 2 7
FERBORERSD
e 74
IR
AN LA ER K
 5H 7
HEUA 6
PGB 2 X ) g Al 6
HEYE - BEREEZ
&8 7
VR =R
PTETEMNRFEEE
6
IAREBEELAFEEE
6
RERB R EFEE
19
FERERE 7

FERL (M)
B 5 RUHIE R EREE

(R A), /10
S ENZIB RN EE
#h0
FENR - EtEREAERE
ftb & EE 1 N
Hib e Zoar EtE A
30
EEBAR (A BES

B ATEE

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR

2017
2017
RMB’000
ARETT

256,404

143,220
23,210

48,970
35,848
888
2,122
(1,538
(4,375)

7
(17,024)

(2,233)

(127,457)
(5,288)

SOP7C)
(239,681)

(702,011)
122,889
(44,245)

Q7,341

(412,928)

(13,386)



CONSOLIDATED STATEMENT OF CASH FLOWS
FeReRER
Year ended 31 December 2018 #2 20184 12 4 31 H1FF/E
2017
20174
Notes RMB’000
Bt = ARETT
Net cash flows from/(used in) RESEBFNE,(FTH)
operafing activities HEERE (426,314)
CASH FLOWS FROM INVESTING REZHMEBRERE
ACTIVITIES
Purchases of items of property, BEYZE  BMELEXREEER
plant and equipment (28,697)
Proceed from disposal of items of HEWE - BFEM&kE
property, plant and equipment TR B PSR N
Acquisitions of subsidiaries WEE M B A ) 32 5
Investment in an associate R—EBERRZRE 15 (125,000
Interest received B KFLE 1,538
Acquisition of a prepaid land WHETE L & 3k
lease payment =
Net cash flows used in investing BEESMAFRERE
activities (152,159
CASH FLOWS FROM FINANCING METHMESRERE
ACTIVITIES
New bank loans and other borrowings ¥R 17 & 5k I EAb & 3k 551,075
Repayment of bank loans and ERRITER KM ERK
other borrowings (568,270)
New note payable EN R i
Repayment of nofe payable BRENFER =
Repayment of finance lease payables EEmERaErEMIuE (12,391)
Decrease/[increase) in pledged deposits  #E I F R A, (3&50) 11,239
Guarantee fees and other charges ERERIHEMES (5,802
Advance from/(repayment fo) R B BB K B A B AY
related parties and associates B35 (RIREE: A &
/NI o /) (8,920
Net proceeds from exercise of warrants 171 ZRR%AE &
FTSRUIEF 3R =
Net proceeds from issuance of BITRBRESRZ
convertible bonds PSR F 5 28 RO 2
Net proceeds from issuance of BITEBRCFTSHIEFEE
ordinary shares 30 168,978
Proceeds from exercise of share options 1T B #E Z FT 15 RB 30 8,992
Repayment of convertible bonds EBEARRES (227,210
Interest paid ENFE (103,377
Net cash flows from financing activities ~ BEEBEFEFESRE S22 20
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FERKRER

Year ended 31 December 2018 EtZ 20184 12531 AL F/E

CONSOLIDATED STATEMENT OF CASH FLOWS

2017
20174
Notes RMB’000
Bt = ARETTT
NET INCREASE/(DECREASE) IN CASH BE&RBESEEEBEW
AND CASH EQUIVALENTS AR GD) 53,347
Cash and cash equivalents af FYHEeMEEFEERR
beginning of year 164,142
Effect of foreign exchange rate [E RSB HET L
changes, nef (1,200)
CASH AND CASH EQUIVALENTS FREERBEEEEER
AT END OF YEAR 22 109,595

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR




NOTES TO THE FINANCIAL STATEMENTS
RA %5 80 2% P E

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

CORPORATE AND GROUP INFORMATION 1. ARREEEHR
China Mefal Resources Utilization Limited (“the Company”) was FRHRESEEEMNBBERAT([ARXT])
incorporated in the Cayman Islands on 22 February 2013. MR2013F2 A22 AERAERFSTMAK
I o
The Company and its subsidiaries (fogether referred to as “the AATIRERBAR (GBI AER])
Group”) are principally engaged in the manufacturing, sales and TENRENRABERNLEE  BHER
trading of copper and related products. The shares of the B5%% - BH 20145 2R821 B
Company have been listed on the Main Board of The Stock AARBRPELEETEHAER AR
Exchange of Hong Kong Limited (“the Stock Exchange”) since 21 NEl (BT TR EHe- EERA
February 2014. In the opinion of the directors, the holding NN IE0b 2 NI DNE ¢ 22 /NG =i
company and ultimate holding company of the Company is BERAR(FE]  ZARNREER
Epoch Keen Limited (“Epoch Keen”), which is incorporated in the THE ([EBELEE )M
British Virgin Islands (“BVI").
Information about subsidiaries ERMELSNESR
Particulars of the Company’s subsidiaries are as follows: AARMBARNFEET :
Engen Invesiments Limited BVI United States dollars 100% = Investment holding
["Engen’)** ABEUES ('USD") 10,225 RERR
BeRERRLRA(RE]) 10,225% (%))
True Excel Holdings Limited Hong Kong HK$ 1 = 100%  Investment holding
("True Excel’) ) 187 REER
REERERAR([RE])
Alpha legend Holdings Limited Hong Kong HK$1 = 100%  Investment holding
(Alpha Legend'| &R 18T RERB
BRERARA R (2505 ])
Alpha Business Investments Limited ~ Hong Kong HK$ 1 = 100%  Investment holding
(" Alpha Business') e 18T REER
BERERRLR(EH])
Alpha Universe Group limited Hong Kong HK$ 1 = 100%  Investment holding
(" Alpha Universe') e 18T REER
BasBERAR(BH])
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NOTES TO THE FINANCIAL STATEMENTS
=
RA %5 48 R Pl 5
(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)
1. CORPORATE AND GROUP INFORMATION 1. ARIREEER @)
(Continued)
Information about subsidiaries (Confinued) ERENMBATNER (&)
Particulars of the Company’s subsidiaries are as follows: ARRMBARNFHEOT : (8)
[Continued)
Fanmay Limited |"Fanmay’)* * BVI HK$1 100% = Invesiment holding
ZXBRAR(EE]) RERAES 1AL RERR
China Recycling Aluminium Limited ~ Hong Kong HK$1 = 100%  Investment holding
("Recycling Aluminium”| BE 1T RERR
PEERERERAA
([MfEREX))
Cosmo Hope Limited BVI USD1 100% = Invesiment holding
("Cosmo"|** RERAES B RERR
China Mefal Resources Corporation  BVI USD1 100% - Investment holding
Limited {"CMR")** RBRAES 1T RERB
Hong Kong Jin Xunhuan Group Hong Kong HK$100 = 100%  Investment holding
Limited ("HKIXH") BB 10087 RERR
BEeRREEERAT
([BEeRR])
China Mefal Resources (Hong Kong| Hong Kong HK$100 = 100%  Investment holding
Limited ("CMR HK') &g 1007 RERR
THEBER(BE)ARAA
((hELEERETE])
China Zhaofeng Copper Limited ~ Hong Kong HK$100 = 100%  Investment holding
PEREREERLA B 10087 RERR
Value Link Developments Limited BV USD100 100% - Investment holding
("Value Link)** RBRAMS 1007 RERR
HARRERAR ([ME])**
m China Metal Resources Utilization Limited © R EI&E&ERAAHR A 7




NOTES TO THE FINANCIAL STATEMENTS
RA %5 80 2% P E

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

CORPORATE AND GROUP INFORMATION 1.
[(Continued)

Information about subsidiaries (Confinved)

Particulars of the Company’s subsidiaries are as follows:

[Continued)

NEIREBER (&)

BRMEDRNER (#)
ARFNBRRANZEEDT « ()

Issued ordinary/
registered

share capital
BRAEE/
BT

Place of incorporation/
registration

and business
EmAL/
SRR

Percentage of equity
attributable fo the Company

Principal acivities

ANAEEESE D
Direct Indirect

EE b3

FEXRE

Silver Eminent Group Limited BVI Usb100 100% - Investment holding
("Silver Eminent’)** RBRIHS 100%7T REER
RiFEEERNA ([FiF]) **
Sky Harvest Global Limited BVI usb100 100% ~  Investment holding
(Sky Harvest'|* * EBRAES 100%7T REER
ERFBRAR(RE])**
China Sanmei Copper limited Hong Kong HK$100 - 100%  Investment holding
PE=EMERBR AT BB 10087 RERBR
China Rongsheeng Mefal limited ~ Hong Kong HK$100 = 100%  Investment holding
TERREEERLA &g 100787 RERR
Mianyang Jinxin Copper Co., lid.  The People’s Republic ~ RMB100,000,000 A 100%  Processing of scrap copper
(“Jinxin”)** of China (the “PRC") AR 100,000,0007T and electrolytic copper
REeBMEARAA(E8]) PEARLAR for the manufacturing of
(TR copper related products
MIEEREREER
P R0 BE R [ = i
Hunan Yinlian Xiangbei Copper ~ The PRC RMB80,000,000 = 100%  Processing of scrap copper
Co., ltd. (*Xiangbei"|*/** i AK#80,000,0007T and electrolyfic copper

AR R AR
(AL ) */*+

Annual Report 2018 o —ZF— N\FFHH m

for the manufacturing of

copper related products
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NOTES TO THE FINANCIAL STATEMENTS
RA 35 80 R B o

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

1. CORPORATE AND GROUP INFORMATION 1. ARIREEER @)
(Continued)
Information about subsidiaries (Confinued) ERENMBATNER (&)
Particulars of the Company’s subsidiaries are as follows: RRABIMBARNEBAT : ()
[Continued)
Mianyang Tongxin Copper The PRC RMB50,000,000 = 100%  Processing of scrap copper
Co., ltd. ("Tongxin"|*/** FE AR 50,000,0007T and electrolytic copper
wEAEHE AR for the manufacturing of
(THg]) */** copper+elated products
MIAEFRRER
FfT PR B R 1 S
Sichuan Baohe Xinshiji Cable Co.,  The PRC RMB150,000,000 - 100%  Manufacturing and sale of

Ltd. ("Baohe Xinshiji’|*/** I AR 150,000,000 power fransmission and
M)l RAE R R BER AR, distribution cables
(TRANETHEAZ |) */** EERFERREE
Mianyang Baohe Taiyue The PRC RMBB0,000,000 = 100%  Manufacturing and sale of
Communications Cable f AR 80,000,0007T communication cables
Co., ld. ["Baohe Taiyue')*/** EERHEBEEE
BERNRUBEESEERAR
(TRANZRML]) */**
Mianyang Jin Xunhuan Mefal The PRC RMB30,000,000 - 100%  Manufacturing and sale of
Materials Co., Lid. R AR 30,000,0007C anodic copper and
"lin Xunhuan")*/** frading of electrolytic
wEERREBMEERAA. copper
(T&fBIR)) */* 4 B RIHE B RRN
BEESHN
Shanghai Epoch Keen Metal The PRC HK$60,000,000 = 100%  Trading of copper related
Trading Co., lid. H 60,000,000 7T products
("Shanghai Shijian’|*/** BEEHAMER

LEREERHEARDA
([ LR ]) */**

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR



NOTES TO THE FINANCIAL STATEMENTS
RA %5 80 2% P E

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

CORPORATE AND GROUP INFORMATION

[(Continued)

Information about subsidiaries (Confinved)
Particulars of the Company’s subsidiaries are as follows:

[Continued)

Mianyang Xinhuan Aluminium Co.,

lid. ["Xinhuan Aluminium"|*/**
wERREFERAT
(TBRIBE) */*

Shanghai Bujiang Mefal Material
Co., lid. ['Bujiang")*/**

EFIeBHRARAR
(T

Sichuan Boxin copper Co., lid
["Boxin"|*/**

mIEEREERLA
([B&])*/*

Sichuan Epoch Keen Recycling

Resources Development Co., Lid.

("Sichuan Shijian”)*/**
mEEBLERAEERAR
(Tl ) */*+

Mianyang Yuxin Recycling
Development Co., ltd.
s

BHEEBLARRE
ARAR((RE]) Y/

Place of incorporation/
registration

and business
EmAL/
SRR

The PRC
G

The PRC
3

The PRC
i

The PRC
i

The PRC
HE

Issued ordinary/
registered

share capital
BRAEE/
BT

RMB30,000,000
AR 30,000,000

Registered capital

of RMB30,000,000
AMER

AR 30,000,000

RMB 10,500,000
AK#10,500,0007T

Registered capital

of RMB50,000,000
EMEX

AR 50,000,0007

RMB50,000,000
AR 50,000,000

1. REIREEER #)

BRMEDRNER (#)
ARFNBRRANZEEDT « ()

Percentage of equity
attributable fo the Company
FAREEREEDL
Direct Indirect
EE GF:
= 100%
= 100%
= 100%
= 100%
= 100%
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Principal acivities

FEXRE

Trading of aluminium
related producs

BERHEBER

Inactive

TEXY

Processing of scrap copper
and electrolytic copper
for the manufacturing of
copper related products

MI&EREBER
FiT R B0 BE S S

Inactive

LEXY

Trading of copper related
products

BEWHEBER




NOTES TO THE FINANCIAL STATEMENTS
RA 35 80 R B o

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

1. CORPORATE AND GROUP INFORMATION 1. ARIREEER @)
(Continued)
Information about subsidiaries (Confinued) ERENMBATNER (&)
Particulars of the Company’s subsidiaries are as follows: RRABIMBARNEBAT : ()

[Continued)

Hunan Yinlian Xiangbei The PRC Registered capital 100%  Trading of copper related
Nonferrous Metal Co., lid. M of RMB50,000,000 products
["Xiangbei Youse'|*/** A A BERREER
HERERLEE BN AR 50,000,000t
BRAR(HILEE]) */**
Sichuan Zhixin Mefal Materials The PRC RMB49,470,300 100%  Trading of copper related
Co., ltd. (“Zhixin"|*/** i AR 49 470,300 7T products
M) EEL B EERAR BEEHAMER
(IB&])*/*+
Mianyang Yixinda Trading The PRC Registered capital 100%  Inactive
Co., ld. ["Yixinda"|*/** hE of RMB100,000,000 TEXK
wEEEEEHERAR AMERARE
(Mg ) */** 100,000,0007¢
Shenzhen Qianhai Zhongjin The PRC Registered capital 100%  Inactive
Nonferrous Metal Co., Lid. g5 of RMB100,000,000 BEEK
"Qianhai Zhongjin’|*/** AMERARS
AEET e EELBIH 100,000,000
BRAR(TATEHRE]) */**
Fuging Zhongjin Nonferrous The PRC RMB100,000,000 100%  Trading of copper related
Metal Co., ld. h AR% producls
(Fuqing Zhongjin”)*/** 100,000,0007% BEEWRWER

BAPEEEEBHHERAH
(R E]) */*

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR



NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Confinved)

Particulars of the Company’s subsidiaries are as follows:
[Continued)

RA %5 80 2% P E

AAREBER )

AR EAANER ()
ADFIMBRAOFENT : (#)

Chengxin Copper Co., lid The PRC RMB 10,000,000
["Chengxin'|* * olE ARE
RBREARAA(ZE)) 10,000,0007¢
Ganzhou Sanmei Copper Co., lid** The PRC Registered capital
BM=XREBRAR** hE of HK$12,000,000
EMER
12,000,000/ T
Mianyang Zhaofeng Copper The PRC Registered capital
Co., lid ['Zhaofeng"|** H of RMB10,000,000
wEKBHEERAR(KE])** AMERARS
10,000,0007¢
Hubei Rongsheng Copper The PRC RMB7,602,000
Co., lid ["Rongsheng"|* * hE AR%7,602,0007T
HLRREBRRBRAR
(TR&1)**

The English translation of the name is for reference only. The official names of
these companies are in Chinese.

* %

Not audited by Ernst & Young, Hong Kong or another member firm of the Ernst &
Young global network.

All of the above subsidiaries are limited liability companies
incorporated/established in their respective place of
incorporation/establishment.

During the year, the Group acquired 100% equity interests in
Zhaofeng, Rongsheng and Chengxin from independent third
parties. Further details of these acquisitions are included in note
33 to the financial statements.

z 100%  Processing of scrapped
copper for the
manufacturing of copper
related products

MI4EFREER
P PR O RE 4

= 100%  Investment holding
RERB

= 100%  Trading of copper related
products
EEMIEBER

= 100%  Processing of scrapped
copper for the
manufacturing of copper
related producs

MIAERARER
PR BE SR
* ABMEXEXEESH- REAANES

HW/HX

**  R#&Emst & Young, Hong Kong 8% 22 7k & &t Kl
EBHENPE S KB ARET -

PA_E PR Y B8 2 R) B 300 AT B 4 R L 11
IDAVE:E V= AVAR:E i 1D AV = Aviva
BREERAF] -

FR - ARERBLE=FKBKE
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NOTES TO THE FINANCIAL STATEMENTS
RA 35 80 R B o

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

These financial statements have been prepared in accordance
with Internafional Financial Reporting Standards (“IFRSs”) {which
include all International Financial Reporting Standards,
International Accounting Standards ("1ASs”) and Interprefations)
issued by the International Accounting Standards Board (“IASB”),
the disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical cost
convention, except for contingent consideration liabiliies, which
have been measured at fair value. These financial statements are
presenfed in Renminbi ("RMB”) and all values are rounded fo the
nearesf thousand except when otherwise indicated.

The consolidated financial statements include the financial
statements of the Company and ifs subsidiaries for the year ended
31 December 2018. A subsidiary is an entity (including a
structured entity), directly or indirectly, controlled by the Company.
Control is achieved when the Group is exposed, or has rights, to
variable refurns from its involvement with the investee and has the
ability to affect those returns through its power over the investee
[i.e., existing rights that give the Group the current ability to direct
the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

(o) the contractual arrangement with the other vote holders of
the investee;

(b)  rights arising from other contractual arrangements; and

(c) the Group's voting rights and potential voting rights.
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NOTES TO THE FINANCIAL STATEMENTS

RA %5 80 2% P E

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

2.1 BASIS OF PREPARATION (Continved)

Basis of consolidation (Continued)

The financial statements of the subsidiaries are prepared for the
same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains confrol, and continue
fo be consolidated unfil the date that such control ceases.

Profit or loss and each component of other comprehensive income
are attributed fo the owners of the parent of the Group and fo the
non-controlling inferests, even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and
liabilities, equity, income, expenses and cash flows relating to
fransactions between members of the Group are eliminated in full
on consolidation.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one or
more of the three elements of control described above. A change
in the ownership inferest of a subsidiary, without a loss of confrol,
is accounted for as an equily transaction.

If the Group loses control over a subsidiary, it derecognises |i) the
assets (including goodwill) and liabilities of the subsidiary, {ii) the
carrying amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, |ii) the
fair value of any investment refained and (i) any resulting surplus
or deficit in profit or loss. The Group's share of components
previously recognised in other comprehensive income is
reclassified to profit or loss or refained profits, as appropriate, on
the same basis as would be required if the Group had directly
disposed of the related assefs or liabilities.
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RA 35 80 R B o

DISCLOSURES

Amendments to IFRS 2

Amendments to IFRS 4

IFRS @
IFRS 15

Amendments to IFRS 15

Amendments to IAS 40

IFRIC Interpretation 22

Annual Improvements

2014-2016 Cycle

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

2.2 CHANGES IN ACCOUNTING POLICIES AND

The Group has adopted the following new and revised IFRSs for
the first time for the current year's financial statements.

Classification and Measurement of
Share-based Payment Transactions
Applying IFRS @ Financial
Instruments with IFRS 4
Insurance Contracts

Financial Instruments

Revenue from Contracts with
Customers

Clarifications to IFRS 15 Revenue
from Contracts with Customers

Transfers of Investment Property

Foreign Currency Transactions and
Advance Consideration

Amendments to IFRS 1 and IAS 28

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR
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NOTES TO THE FINANCIAL STATEMENTS

RA %5 80 2% P E

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Confinued)
Except for the amendments to IFRS 4, Amendments to IAS 40 and
Annual Improvements fo IFRSs 2014-2016 Cycle, which are not
relevant to the preparation of the Group's consolidated financial

statements, the nature and the impact of the new and revised
IFRSs are described below:

(a)

Amendments to IFRS 2 address three main areas: the effects
of vesting conditions on the measurement of a cash-seffled
share-based payment transaction; the classification of a
share-based payment transaction with net setlement features
for withholding a certain amount in order to meet an
employee's tax obligation associated with the share-based
payment; and accounting where a modification fo the terms
and conditions of a share-based payment fransaction
changes its classification from cash-sefiled to equity-seftled.
The amendments clarify that the approach used to account
for vesting conditions when measuring equity-settled share-
based payments also applies to cash-seffled share-based
payments. The amendments infroduce an exception so that
a share-based payment fransaction with net share seftlement
features for withholding a cerfain amount in order o meet
the employee'’s tax obligation is classified in its entirety as
an equity-seftled share-based payment transaction when
cerfain conditions are met. Furthermore, the amendments
clarify that if the terms and conditions of a cash-seftled
share-based payment transaction are modified, with the
result that it becomes an equity-setiled share-based payment
transaction, the transaction is accounted for as an equity-
seffled transaction from the date of the modification. The
amendments have had no impact on the financial position
or performance of the Group as the Group does not have
any cash-setiled share-based payment fransactions and has
no share-based payment transactions with net setflement
features for withholding tax.
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NOTES TO THE FINANCIAL STATEMENTS
RA 35 80 R B o

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continved)

(b)

IFRS 9 chtncta/ /nsirumenfs replaces IAS 39 Financial
Instruments: Recognition and Measurement for annual
periods beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for financial
instruments: classification and measurement, impairment
and hedge accounting.

The Group has recognised the transition adjustments against
the applicable opening balances in equity at 1 January
2018. Therefore, the comparative information was not
restated and continues fo be reported under IAS 39.

Classification and measurement

The following information sets out the impacts of adopting
IFRS @ on the statement of financial position, including the
effect of replacing IAS 39’s incurred credit loss calculations
with IFRS 9's expected credit losses ("ECLs").
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)
(Continued)

Classification and measurement (Continved)

A reconciliation between the carrying amounts of financial
assefs and liabilities under IAS 39 and the balances
reported under IFRS @ as af 1 January 2018 is as follows:

(b

AS 39
measurement
AR EstE
N5 2itE

Category
£Hl
Note
fiE
Financial asefs THEE
Tode and bils eceivotles B AEMGUARENEE i LéR'
Finonciol asses incloed ~~ FARfTHE i L&
in prepaymerts, EHEYGER
ofher recefvables R AR
ond ofher assels SHAE
Amounts dug from ossocicles ~ EREBE DA L&'
Amoun's due fom reloted ~ ERBBAFZA L&'
companies
Plecged deposts BERR &R
Coshand cosh equivalents B & RBE£5EER L&R'
Financil libiles LHAR
Tiode ond bils poyobles ~~ BAENFERENZE
Financioliabiles incuded in AR RERTEER
ohher poyables and accrels — EFEBEEBAR
Finonce leases poyobles ~ BAREIRHE
erestbearing bonkond -~ FFBRITREMIER
olher borowings
Amoun's due fo ossocicles  FERBHEAFISUA
liailly component of TaREsNEERA
converfble bonds

! L&R: loans and receivables

2 AC: Financial assets or financial liabilities at amortised cost

Note:

Amount
£
RMB'000

ARBTT

1,091,198
639,207

6,221
10

48,237
109,595

1,894,468

213,658
53792

13,142
683,091

4,638
548,607

1,516,928

(i) The gross carrying amounts of the frade and bills receivables and
financial assets included in prepayments, other receivables and other
assefs under the column “IAS 39 measurement — Amount” represent the

amounts before the measurement of EClLs.

M I5H =M

22 EXBEREEENEE @)

b) (&)
DREE (F)
B g ERE 0RIB T ME
ENBEREER20184 14
| BAR BB BB 75 3R &5 RIE 95
ERANERZHBRIDT

IFRS 9
measurement
AREEREEN
H0%2itE

Category
Bl

Re-
clossification ECL
Efi7R RNEEFR
RMB'000  RMB'000
ARETT ARETR

Other

-
RMB'000
ARETT

Amount
£5
RMB'000
ARETT

1,002,179
639,07

(89,019)

6,221
10

48,297
109,395

(89,019) 1,805,249

213,638
5379

13,142
683,091

4638
548,607

1,516,928

) &R : BB
D REERAIENEREENS
A=K

FiIEE

(i) (Bt ERFE 308 — S5
— T E SRR TR R ERER R
AT IR - E A UGRIA R B A
BENSREAENREERELTE
BHEEEBRENEHE -
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NOTES TO THE FINANCIAL STATEMENTS
RA 35 80 R B o

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continved)

2.2 S BERRINENE B 4

i

Financial assets included in FTATERIFIE « HAt
prepayments,other receivables  FEURFRIE Kk H Ath & B
and other assefs HEREE

Amounts due from JE Ui Bt i ) ) K% R
associates and related parties  FIE

o]  (Continued) b) (#&)
Impairment B
The following table reconciles the aggregate opening TREHBEBEE T ERIZE 39
impairment allowances under IAS 39 to the ECL allowances SETE 2 VR ER AR ER
under IFRS 9. BERSBREENEORTHE
ZHEREEBRREZHE -
Impairment

allowances ECL allowances

under under

IAS 39 at IFRS @ ot

31 December 1 January

2017 Re-measurement 2018

R 3 75

REHR S WEERE Q5%

HERIIZE 3955 20184

R 2017 & 1A1E®

2 ARSHE: HHEE

YR E R B E EiRE R

RMB'000 RMB'000 RMB'000

ARBTTT ARETT ARETT

Trade and bills receivables B 5 e i oE I RN E i 109,927 89,019 198,946
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NOTES TO THE FINANCIAL STATEMENTS
RA %5 80 2% P E

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

2.2 CHANGES IN ACCOUNTING POLICIES AND 22 S BERRBEENS S (2)
DISCLOSURES (Continued)
(b)  (Continued) b) (&)
Impacts on interests in associates, revaluation reserve U RBENT R B
and accumulated losses BERENSEpE e
The impacts of transition to IFRS @ on inferests in associates, EEE R RS R B oY
revaluation reserve and accumulated losses are as follows: WRBA N T XS BEEEE

RRFBERNZEWT

Interests in
associates,
revaluation
reserve and

accumulated
losses

N =N
K
SRR
REtE R
RMB'0O00
ARETT
Interests in associates REE QT2 ER
Balance as at 31 December 2017 under IAS 39 IRIZEBIBR 25T 4R 39 5% 166,810
M2017F 12 A31 BRY &
Remeasurement of equity investments designated B ENERIEBR S5 %R 9,600
at fair value through other comprehensive income 28 39 §R¥Zpk At EHIETE
previously measured at cost under IAS 39 REQNTHE AR M E RS
R IR &
Balance as at 1 January 2018 under IFRS 9 RIEB R B 1S 3R 5 RS O 57 7T 4]
20184 1 A1 Ba#&
Revaluation reserve EhRHE
Balance as at 31 December 2017 under IAS 39  RIBERE @ :14R5 395 =
M2017 12 A 31 BRY &
Remeasurement of equity investment designated B8 AT REBER &5 2R 9,600
at fair value through other comprehensive income 28 39 SRz At 2AET A
previously measured at cost under IAS 39 N INCIL L S
included in interests in associates BAFERARMEEKED
AR E
Balance as at 1 January 2018 under IFRS @ 5 15 B R B 75 s 5 XE B 55 O 5% 9,600
M2018F 1 A1 A&
Accumulated losses RIER
Balance as at 31 December 2017 under IAS 39  IRIZEBIBR @ 5T4ERI S 39 5% Gl
M2017% 12 A 31 Bay#asr
Recognition of expected credit losses for trade R IR B PR B 75 5 22 BI 28 O 5% 89,019
and bills receivables under IFRS @ ERE 5 E W EIE K E W ER
MIEHEEER
Deferred fax for expected credit losses for trade IRIR BB 1 75 5 22 R 32 O 5 (5,736)
and bills receivables under IFRS @ B 5 WA M ERR IR
TR EEERELERE
Balance as at 1 January 2018 under IFRS 9 AR5 B PR B FS R 2 A 3B O 5% 5% 300

M2018% 1 A 1 HEVEER
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NOTES TO THE FINANCIAL STATEMENTS
RA 35 80 R B o

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(c)

IFRS 15 and its amendments replace IAS 11 Consiruction
Contracts, IAS 18 Revenue and related inferprefations and
it applies, with limited exceptions, to all revenue arising
from contracts with customers. IFRS 15 establishes a new
fivestep model to account for revenue arising from contracts
with customers. Under IFRS 15, revenue is recognised af an
amount that reflects the consideration to which an entity
expects to be entifled in exchange for transferring goods or
services to a customer. The principles in IFRS 15 provide a
more structured approach for measuring and recognising
revenue. The sfandard also infroduces extensive qualitative
and quantitative disclosure requirements, including
disaggregation of total revenue, information about
performance obligations, changes in contract asset and
liability account balances between periods and key
judgements and estimates.

The Group has adopted IFRS 15 using the modified
refrospective method of adoption. Under this method, the
standard can be applied either to all contracts at the date
of initial application or only to contracts that are not
completed at this date. The Group has elected to apply the
standard fo contracts that are not completed as af 1 January

2018.

The cumulative effect of the initial application of IFRS 15, if
any, was recognised as an adjustment to the opening
balance of accumulated losses as at 1 January 2018.
Therefore, the comparative information was not restated
and continues to be reported under IAS 11, IAS 18 and
relafed interpretations.

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continved)

(c)

(Continued)

Set out below are the amounts by which each financial
1 January 2018 as a

statement line item was affected as at
result of the adoption of IFRS 15:

2.2 EFTHR

() (#&)
R20184F 1 A1 B ER#A BB
e

NOTES TO THE FINANCIAL STATEMENTS

RA %5 80 2% P E

(Expressed in Renminbi unless otherwise indicated) (4 5 Bt BFZ ) » LKA E#Z)1E)

EREME B

EERE 15 M E S ER
REBXTENSREAIOT :
Increase,/
(decrease)
&,/ Crd)
Note RMB$'000

B &t ARETT

Liabilities =Fi

Receipts in advance* AU RIE * (i) (3,780
Contract liabilities* BHEE" (i) 3,780
Total liabilities BEBERE =

*

The balances are included in other payables and accruals, on the face

of the consolidated statement of financial position.

Note:

(i

Consideration received from customers in advance

Before the adoption of IFRS 15, the Group recognised consideration

received from cusfomers in advance as receipt in advance included in

other payables. Under IFRS 15, the amount is classified as contract

liabilities included in other payables.

Therefore, upon adoption of IFRS 15, the Group reclassified

RMB3,780,000 from receipts in advance to confract liabiliies as at 1

January 2018 in relation to the consideration received from cusfomers in

advance as at 1 January 2018.

As at 31 December 2018, RMB30,578,000 classified as “receipt in

advance” under IAS 18 was now classified as “contract liabilities” due to

adoption of IFRS 15.
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NOTES TO THE FINANCIAL STATEMENTS
RA 35 80 R B o

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(d]

IFRIC Interpretation 22 provides guidance on how fo
determine the date of the fransaction when applying I1AS 21
fo the situation where an entfity receives or pays advance
consideration in a foreign currency and recognises a non-
monetary asset or liability. The interprefation clarifies that
the date of the transaction for the purpose of determining
the exchange rate to use on initial recognition of the related
asset, expense or income (or part of if] is the date on which
an entity initially recognises the non-monetary asset (such as
a prepayment) or non-monetary liability (such as deferred
income) arising from the payment or receipt of the advance
consideration. If there are multiple payments or receipts in
advance of recognising the related item, the entity must
determine the transaction date for each payment or receipt
of the advance consideration. The inferprefation has had no
impact on the Group's financial statements as the Group's
accounting policy for the determination of the exchange
rate applied for initial recognition of non-monetary assets or
non-monefary liabilities is consistent with the guidance
provided in the interprefation.

m China Metal Resources Utilization Limited ® H Bl /@& RFHAR AR
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NOTES TO THE FINANCIAL STATEMENTS
M HTRME
(Expressed in Renminbi unless otherwise indicated) (5 B it BIZ S} + AN E#SI1E)
2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL 2.3 B 7818 & R £ ¥ 2 B BR BT i%
FINANCIAL REPORTING STANDARDS &= 2R
The Group has not applied the following new and revised IFRSs, REBEWARERATEBMHERREZ
that have been issued but are not yet effective, in these financial LSRR B T R S 5T B RR Bt
statements. BmELRER o
Amendments to IFRS 3 Definition of a Business? BpR B R 2 B FHEZR?
KL va
Amendments fo IFRS @ Prepayment Features with Negative BIFR A 5 % 2B RIEGERNFEE
Compensation' FOKERT
Amendments to IFRS 10 Sale or Contribution of Assets B I s S o 2 REZHEHE
and IAS 28 (2011) between an Investor and its 10 RERE S5 AAlE e £ E
Associate or Joint Venture® ZRIE28R (2011 ) BEHEL I
ZIB7]
IFRS 16 leases' BRI TR s 22 B HE'
F16%
IFRS 17 Insurance Contracts® BRI s i o 2 REERHAT
F175%
Amendments o IAS 1 Definition of Material? BResElE 1Rk EEMER®
and IAS 8 B et ERIZE 8%
BT
Amendments to IAS 19 Plan Amendment, Curtailment or Rt STEISIE »
Settlement’ E19R BRI FEHEE
Amendments fo IAS 28 Llong-term Interests in Associates and Gill S E il REERFARAEE
Joint Ventures' F28HZEF] PRz RBER
IFRIC Interpretation 23 Uncertainty over Income Tax EEMBRELRRE AEHEREL
Treatments! FEe —RBENR THEEHM
Annual Improvements Amendments to IFRS 3, IFRS 201522017 F BB B 75 SR 2 2 Bl
2015-2017 Cycle 11, IAS 12 and IAS 23! B2 FRN# E 35 - BEIRH%
HERE 5
Gl
F12RRERE
SEERE 235
]!
J Effective for annual periods beginning on or after 1 January 2019 i R2019F 1 A1 Bk kRBc FREARE
2 Effective for annual periods beginning on or after 1 January 2020 z M2020F 1 A1 Bk 2 & Fth < FEMEE
5
g Effective for annual periods beginning on or after 1 January 2021 3 R2021F1 A1 Bk RBz FREBARE
38
4 No mandatory effective date yet determined but available for adoption 4 M REE R FI AR A H - MR ERAR
Annual Report 2018 © —ZF— \FF R m




NOTES TO THE FINANCIAL STATEMENTS
RA 35 80 R B o

(Expressed in Renminbi unless otherwise indicated) (45 Bt BHZE Sl » KA R#S)1E)

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS (Continued)
Further information about those IFRSs that are expected to be
applicable to the Group is described below.

Amendments to IFRS 3 clarify and provide additional guidance
on the definition of a business. The amendments clarify that for an
infegrated sef of activities and assets o be considered a business,
it must include, at a minimum, an input and a substantive process
that together significantly contribute to the ability to creafe output.
A business can exist without including all of the inputs and
processes needed fo create outputs. The amendments remove the
assessment of whether market participants are capable of
acquiring the business and contfinue fo produce outputs. Instead,
the focus is on whether acquired inputs and acquired subsfantive
processes fogether significantly contribute to the ability to create
outputs. The amendments have also narrowed the definition of
outputs to focus on goods or services provided to customers,
investment income or other income from ordinary activities.
Furthermore, the amendments provide guidance fo assess whether
an acquired process is substantive and infroduce an optional fair
value concentration test to permit a simplified assessment of
whether an acquired set of activities and assets is not a business.
The Group expects to adopt the amendments prospectively from
1 January 2020.

Amendments to IFRS 10 and IAS 28 (2011) address an
inconsistency between the requirements in IFRS 10 and in IAS 28
(2011) in dealing with the sale or contribution of assets between
an investor and its associate or joint venture. The amendments
require a full recognition of a gain or loss when the sale or
confribution of assefs between an investor and its associate or
joint venture constitutes a business. For a transaction involving
assets that do not constitute a business, a gain or loss resulting
from the transaction is recognised in the investor's profit or loss
only to the extent of the unrelated investor's interest in that
associate or joint venture. The amendments are fo be applied
prospectively. The previous mandatory effective date of
amendments fo IFRS 10 and IAS 28 (201 1) was removed by the
IASB in January 2016 and a new mandatory effective date will
be determined after the completion of a broader review of
accounting for associates and joint ventures. However, the
amendments are available for adoption now.
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IFRS 16 replaces IAS 17 leases, IFRIC Interpretation 4
Determining whether an Arrangement contains a lease, SIC
Interpretation 15 Operating leases — Incentives and SIC
Interpretation 27 FEvaluating the Substance of Transactions
Involving the legal Form of a lease. The standard sets out the
principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to recognise assets and
liabilities for most leases. The standard includes two elective
recognition exemptions for lessees — leases of low-value assets
and shortterm leases. At the commencement date of a lease, a
lessee will recognise a liability to make lease payments i.e., the
lease liability) and an asset representing the right to use the
underlying asset during the lease term [i.e., the rightofuse assef).
The right-of-use asset is subsequently measured at cost less
accumulated depreciation and any impairment losses unless the
rightofuse asset meets the definition of investment property in IAS
40, or relates to a class of property, plant and equipment fo
which the revaluation model is applied. The lease liability is
subsequently increased fo reflect the inferest on the lease liability
and reduced for the lease payments. Lessees will be required to
separately recognise the interest expense on the lease liability
and the depreciation expense on the rightofuse asset. lessees
will also be required to remeasure the lease liability upon the
occurrence of certain events, such as change in the lease term
and change in future lease payments resulting from a change in
an index or rate used fo determine those payments. Lessees will
generally recognise the amount of the remeasurement of the lease
liability as an adjustment to the right-of-use asset. Lessor
accounting under IFRS 16 is substantially unchanged from the
accounting under IAS 17. lessors will continue fo classify all
leases using the same classification principle as in IAS 17 and
distinguish between operating leases and finance leases. IFRS 16
requires lessees and lessors to make more extensive disclosures
than under IAS 17. lessees can choose to apply the standard
using either a full retrospective or a mod|f|ed refrospective
approach. The Group will adopt IFRS 16 from 1 January 2019.
The Group plans to adopt the transitional provisions in IFRS 16 to
recognise the cumulative effect of initial adoption as an
adjustment to the opening balance of accumulated losses at 1
January 2019 and will not restate the comparatives. In addition,
the Group plans to apply the new requirements to contracts that
were previously identified as leases applying IAS 17 and
measure the lease liability af the present value of the remaining
lease payments, discounted using the Group's incremental
borrowing rate at the date of initial application. The rightofuse
asset will be measured at the amount of the lease liability,
adjusted by the amount of any prepaid or accrued lease
payments relating fo the lease recognised in the statement of
financial position immediately before the date of initial
application. The Group plans to use the exemptions allowed by
the standard on lease contracts whose lease terms end within 12
months as of the date of initial application.
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As disclosed in note 36 to the consolidated financial statements,
at 31 December 2018, the Group had future minimum lease
payments under non-cancellable operating leases in aggregate of
approximately RMB5,426,000. Upon adoption of IFRS 16,
certain amounts included therein may need fo be recognised as
new rightofuse assefs and lease liabilities. The Group is currently
assessing the impact of IFRS 16. Further analysis will be needed
to determine the amount of new right-of-use assets and lease
liabilities to be recognised, including, but not limited to,
incremental borrowing rate o be applied for different leases.

Amendments to IAS 1 and IAS 8 provide a new definition of
material. The new definition states that information is material if
omifting, missfating or obscuring it could reasonably be expected
fo influence decisions that the primary users of general purpose
financial statements make on the basis of those financial
statements. The amendments clarify that materiality will depend
on the nature or magnitude of information. A misstatement of
information is material if it could reasonably be expected to
influence decisions made by the primary users. The Group
expects fo adopt the amendments prospectively from 1 January
2020. The amendments are not expected fo have any significant
impact on the Group's financial stafements.

Amendments to IAS 28 clarify that the scope exclusion of IFRS @
only includes interests in an associate or joinf venture fo which the
equity method is applied and does not include longferm interests
that in substance form part of the net investment in the associate
or joint venture, to which the equity method has not been applied.
Therefore, an entity applies IFRS 9, rather than IAS 28, including
the impairment requirements under IFRS @, in accounting for such
longferm interests. IAS 28 is then applied to the net investment,
which includes the long-term interests, only in the context of
recognising losses of an associate or joint venture and impairment
of the net investment in the associate or joint venture. The Group
expects to adopt the amendments on 1 January 2019 and will
assess its business model for such long-term interests based on the
facts and circumstances that exist on 1 January 2019 using the
transitional requirements in the amendments. The Group also
intfends to apply the relief from restating comparative information
for prior periods upon adoption of the amendments.
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2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL

FINANCIAL REPORTING STANDARDS (Continued)
IFRIC Inferpretation 23 addresses the accounting for income taxes
(current and deferred) when tax treatments involve uncertainty that
affects the application of 1AS 12 (often referred to as “uncertain
fax positions”). The interpretation does not apply to taxes or levies
outside the scope of IAS 12, nor does it specifically include
requirements relating fo interest and penalties associated with
uncerfain tax freatments. The interprefation specifically addresses
(i) whether an enfity considers uncertain tax freafments separately;
(ii) the assumptions an entity makes about the examination of tax
freatments by taxation authorities; (iii) how an entity defermines
taxable profits or fax losses, tax bases, unused fax losses, unused
tax credits and tax rates; and (iv)] how an entity considers
changes in facts and circumstances. The interpretation is fo be
applied refrospectively, either fully retrospectively without the use
of hindsight or retrospectively with the cumulative effect of
application as an adjustment fo the opening equity at the date of
initial application, without the restatement of comparative
information. The Group expects to adopt the interprefation from 1
January 2019. The inferpretfation is not expected to have any
significant impact on the Group's financial statements.

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Investments in associates

An associate is an entity in which the Group has a 