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UNAUDITED INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2019

FINANCIAL HIGHLIGHTS

The Group recorded revenue of approximately RMB152.2 million for the six months ended 30
June 2019, representing an increase of approximately 148.7% over the revenue of approximately
RMB61.2 million for the six months ended 30 June 2018.

The Group’s total comprehensive loss attributable to owners of the Company decreased by
approximately 14.8% from approximately RMB36.3 million for the six months ended 30 June
2018 to approximately RMB30.9 million for the six months ended 30 June 2019.

UNAUDITED INTERIM RESULTS

The board (the “Board”) of directors (the “Director(s)”) of Add New Energy Investment Holdings
Group Limited (the “Company”) announces the unaudited interim results of the Company and its
subsidiaries (the “Group”) for the six months ended 30 June 2019 together with the comparative
figures for the corresponding period in 2018. The unaudited interim financial information has
not been audited but has been reviewed by the audit committee of the Company (the “Audit
Committee”).



UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT OF TOTAL
COMPREHENSIVE INCOME

For the six months ended 30 June 2019

(Amounts expressed in thousands of RMB, except for per share data)

Six months ended 30 June
Notes 2019 2018
(unaudited) (unaudited)

Revenue 6 152,215 61,206
Cost of sales (151,328) (60,105)
Gross profit 887 1,101
Distribution costs (198) (206)
Administrative expenses (23,357) (26,836)
Reversal of impairment losses of assets 7 3,160 5,050
Other income - 2,130
Other gains — net 298 47
Operating loss (19,210) (18,714)
Finance income 8 47 1,638
Finance expenses 8 (7,375) (10,947)
Finance expenses — net (7,328) (9,309)
Loss before income tax (26,538) (28,023)
Income tax expense 9 (852) (2,467)
Loss for the period (27,390) (30,490)




Other comprehensive income:
Item that will not be reclassified to profit or loss
Change in the fair value of financial assets

at fair value through other comprehensive income

Other comprehensive loss for the period

Total comprehensive loss for the period

Losses per share for loss attributable to owners
of the Company (expressed in RMB per share)
Basic losses per share

Note
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Six months ended 30 June

2019 2018

(unaudited) (unaudited)
(3,545) (5,820)
(3,545) (5,820)
(30,935) (36,310)
(0.006) (0.007)




UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION
As at 30 June 2019
(Amounts expressed in thousands of RMB)

ASSETS

Non-current assets

Property, plant and equipment

Intangible assets

Investments accounted for using the equity method

Financial assets at fair value through other
comprehensive income

Right-of-use assets

Other non-current assets

Current assets

Inventories

Trade receivables

Notes receivables

Prepayments and other receivables
Cash and cash equivalents

Term deposits

Restricted bank deposits

Total assets

EQUITY

Equity attributable to owners of the Company
Share capital and share premium

Reserves

Accumulated losses

Total equity

As at As at
30 June 31 December
Notes 2019 2018
(unaudited) (audited)
259,782 265,714
1,100 1,100
5,474 9,019
3,803 -
10,959 10,901
281,118 286,734
44,069 79,687
12 13,885 23,224
19,057 18,450
13 61,191 25,527
20,380 33,431
30,000 30,000
8,678 3,424
197,260 213,743
478,378 500,477
670,992 670,992

(23,062) (19,517)

(368,377) (340,987)
279,553 310,488




LIABILITIES
Non-current liabilities
Borrowings

Provisions for close down, restoration and

environmental costs
Non-current portion of lease liabilities
Deferred income
Deferred income tax liabilities

Current liabilities

Trade payables

Contract liabilities

Current portion of lease liabilities
Accruals and other payables

Current portion of long-term liabilities

Total liabilities

Total equity and liabilities

As at As at

30 June 31 December

Note 2019 2018
(unaudited) (audited)
118,297 115,995

9,558 9,357

3,441 -

349 386

6,265 5,413

137,910 131,151

14 7,829 12,377
5,064 168

1,004 -

46,979 46,254

39 39

60,915 58,838

198,825 189,989

478,378 500,477




NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION
(Amounts expressed in thousands of RMB)

1. GENERAL INFORMATION

Add New Energy Investment Holdings Group Limited (the “Company”) was incorporated in the Cayman Islands
on 8 February 2011 as an exempted company with limited liability under the Companies Law (2010 Revision)
of the Cayman Islands. The addresses of its registered office and principal place of business are Clifton House,
75 Fort Street, PO Box 1350, Grand Cayman, KY1-1108, Cayman Islands and Suite 3105, 31/F, Tower 6, The
Gateway, Harbour City, 9 Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong, respectively.

The Company is an investment holding company. The Company and its subsidiaries (collectively the “Group™)
are principally engaged in iron ore mining and processing, sales of iron concentrates in the People’s Republic
of China (the “PRC”). The Company listed its shares on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange™) on 27 April 2012.

The directors considered Hongfa Holdings Limited, a company incorporated in the British Virgin Islands
(“BVTI”) and wholly owned by Mr. Li Yunde (the “Controlling Shareholder”) as the ultimate holding company.

This unaudited interim condensed consolidated financial information has been approved for issuance by the
Board of Directors on 27 August 2019.

2. BASIS OF PREPARATION

The unaudited interim condensed consolidated financial information for the six months ended 30 June 2019 has
been prepared in accordance with the applicable disclosure requirements of Appendix 16 to the Rules Governing
the Listing of Securities on the Stock Exchange and Hong Kong Accounting Standard (“HKAS”) 34, ‘Interim
financial reporting’.

The unaudited interim condensed consolidated financial information should be read in conjunction with the
annual financial statements for the year ended 31 December 2018, which have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”).

3. ACCOUNTING POLICIES
(a) Overview

The unaudited interim condensed consolidated financial information has been prepared on the historical
cost basis except for certain financial instruments, which are measured at fair values.

In the current interim period, the Group has applied, for the first time, the following new and amendments
to HKFRSs issued by the HKICPA which are mandatory effective for the annual period beginning on
or after 1 January 2019 for the preparation of the Group’s unaudited interim condensed consolidated
financial information:

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments
Amendments to HKFRS 9 Prepayment Features with Negative Compensation
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures
Amendments to HKFRSs Annual Improvements to HKFRSs 2015 — 2017 Cycle

Except as described below, the application of the new and amendments to HKFRSs in the current period
has had no material impact on the Group’s financial performance and positions for the current and prior
periods and/or on the disclosures set out in these unaudited interim condensed consolidated financial
information and the accounting policies and methods of computation used in the unaudited interim
condensed consolidated financial information for the six months ended 30 June 2019 are the same as
those followed in the preparation of the Group’s annual consolidated financial statements for the year
ended 31 December 2018.



(b)

Impacts and changes in accounting policies of application on HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current interim period. HKFRS 16 superseded
HKAS 17 Leases (“HKAS 17”), and the related interpretations.

)

Key changes in accounting policies resulting from application of HKFRS 16

The Group applied the following accounting policies in accordance with the transition provisions
of HKFRS 16.

Definition of a lease

A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration.

The Group assesses whether a contract is or contains a lease based on the definition under HKFRS
16 at inception or modification date. Such contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.

As a lessee

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e. the date
the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities.

The cost of right-of-use assets includes:

. the amount of the initial measurement of the lease liability;

. any lease payments made at or before the commencement date, less any lease incentives
received;

. any initial direct costs incurred by the Group; and

. an estimate of costs to be incurred by the Group in dismantling and removing the underlying

assets, restoring the site on which it is located or restoring the underlying asset to the
condition required by the terms and conditions of the lease.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the underlying
leased assets at the end of the lease term is depreciated from commencement date to the end of the
useful life. Otherwise, right-of-use assets are depreciated on a straight-line basis over the shorter
of its estimated useful life and the lease term.

The Group presents right-of-use assets as a separate line item on the unaudited interim condensed
consolidated statement of financial position.



Lease liabilities

At the commencement date of a lease, the Group recognizes and measures the lease liability at
the present value of lease payments that are unpaid at that date. In calculating the present value of
lease payments, the Group uses the incremental borrowing rate at the lease commencement date if
the interest rate implicit in the lease is not readily determinable.

The lease payments include:

. fixed payments (including in-substance fixed payments) less any lease incentives receivable;
. variable lease payments that depend on an index or a rate;

. amounts expected to be paid under residual value guarantees;

. the exercise price of a purchase option reasonably certain to be exercised by the Group; and
. payments of penalties for terminating a lease, if the lease term reflects the Group exercising

the option to terminate.

After the commencement date, lease liabilities are adjusted by interest accretion and lease
payments.

The Group remeasures lease liabilities (and makes a corresponding adjustment to the related right-
of-use assets) whenever:

. the lease term has changed or there is a change in the assessment of exercise of a purchase
option, in which case the related lease liability is remeasured by discounting the revised
lease payments using a revised discount rate at the date of reassessment.

. the lease payments change due to changes in market rental rates following a market rent
review, in which cases the related lease liability is remeasured by discounting the revised

lease payments using the initial discount rate.

Lease modifications

The Group accounts for a lease modification as a separate lease if:

. the modification increases the scope of the lease by adding the right to use one or more
underlying assets; and

. the consideration for the leases increases by an amount commensurate with the stand-alone
price for the increase in scope and any appropriate adjustments to that stand-alone price to
reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, the Group remeasures the
lease liability based on the lease term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective date of the modification.

Taxation

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises
the right-of-use assets and the related lease liabilities, the Group first determines whether the tax
deductions are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the
Group applies HKAS 12 Income Taxes requirements to right-of-use assets and lease liabilities
separately. Temporary differences relating to right-of-use assets and lease liabilities are not
recognised at initial recognition and over the lease terms due to application of the initial
recognition exemption.



(i)

Transition and summary of effects arising from initial application of HKFRS 16
Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to contracts that were previously
identified as leases applying HKAS 17 and HK(IFRIC)-Int 4 Determining whether an Arrangement
contains a Lease and not apply this standard to contracts that were not previously identified as
containing a lease. Therefore, the Group has not reassessed contracts which already existed prior to
the date of initial application.

For contracts entered into or modified on or after 1 January 2019, the Group applies the definition
of a lease in accordance with the requirements set out in HKFRS 16 in assessing whether a contract
contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with the cumulative effect recognised at the date
of initial application, 1 January 2019. Any difference at the date of initial application is recognised
in the opening retained profits and comparative information has not been restated.

When applying the modified retrospective approach under HKFRS 16 at transition, the Group
applied the following practical expedients to leases previously classified as operating leases under
HKAS 17, on lease-by-lease basis, to the extent relevant to the respective lease contracts:

a) relied on the assessment of whether leases are onerous by applying HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets as an alternative of impairment review;

b) elected not to recognise right-of-use assets and lease liabilities for leases with lease term
ends within 12 months of the date of initial application;

c) excluded initial direct costs from measuring the right-of-use assets at the date of initial
application;
d) applied a single discount rate to a portfolio of leases with a similar remaining terms for

similar class of underlying assets in similar economic environment; and

e) used hindsight based on facts and circumstances as at date of initial application in
determining the lease term for the Group’s leases with extension and termination options.

On transition, the Group has made the following adjustments upon application of HKFRS 16:

As at 1 January 2019, the Group recognised additional lease liabilities and right-of-use assets at
amounts equals to the related lease liabilities by applying IFRS 16.C8(b)(ii) transition.

When recognising the lease liabilities for leases previously classified as operating leases, the
Group has applied weighted average incremental borrowing rates of 5.10% per annum at the date
of initial application.



The impact to the Group’s unaudited interim condensed consolidated financial information at 1
January 2019 was as follows:

At 1 January

2019
Operating lease commitments as at 31 December 2018 4,900
Effect from discounting at the incremental borrowing rate as at 1 January 2019 (567)
Lease liabilities due to initial application of HKFRS 16 as at 1 January 2019 4,333
Less: Current-portion 979)
Non-current portion 3,354

The carrying amount of right-of-use assets of RMB4,333,000 relating to operating leases of
equipments recognised upon application of HKFRS 16 as at 1 January 2019.

The following adjustments were made to the amounts recognised in the unaudited interim
condensed consolidated statement of financial position at 1 January 2019. Line items that were not
affected by the changes have not been included.

Carrying Carrying
amounts amounts
previous under
reported at HKFRS 16
31 December at 1 January
2018 Adjustments 2019
Non-current assets
Right-of-use assets — 4,333 4,333
Current liabilities
Current portion of lease liabilities - 979 979
Non-current liabilities
Non-current portion of lease liabilities - 3,354 3,354
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ESTIMATES

The preparation of interim financial information requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities,
income and expense. Actual results may differ from these estimates.

In preparing the unaudited interim condensed consolidated financial information, the significant judgements
made by management in applying the Group’s accounting policies and the key sources of estimation uncertainty

were the same as those that applied to the consolidated financial statements for the year ended 31 December
2018.

SEGMENT INFORMATION

(a) General information
The Group’s chief operating decision-maker (“CODM?”) has been identified as the Senior Executive
Management (“SEM”) who reviews the Group’s internal reporting in order to allocate resources and

assess performance. The SEM has determined the operating segments based on these reports.

The SEM assesses the performance of the operating segments based on a measure of profit or loss
contributed by the respective segments.

(b) Information about reportable segment profit or loss, assets and liabilities.
The measurement of profit or loss, assets and liabilities of the operating segments are the same as those

described in the summary of significant accounting policies in the annual financial statements for the year
ended 31 December 2018.
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Expenses, assets and liabilities of the holding companies (the Company, Alliance Worldwide Group
Limited, Fortune Shine Investment Limited, Shine Mining Investment Limited, Ishine Mining
International Limited, China Rongsheng Holdings Limited, Alpha Charm Investments Limited, Grandson
Holdings Limited, Active Fortune Group Limited, Yishui Shengrong New Energy Limited, and Tianjin
Ever Grand Financial Leasing Co., Ltd.) in the Group are presented as ‘unallocated’ in the segment

information.

The segment information provided to the SEM for the six months ended 30 June 2019 and 2018 is as

follows:

Six months ended 30 June 2019
(unaudited)

Revenue

Gross profit

Finance income

Finance expenses

Reversal of impairment in inventories

Reversal of impairment in trade receivables

Income tax expense

Net loss

Other information

Depreciation of property, plant and
equipment (“PPE”)

Depreciation of right-of-use assets

Expenditures for non-current assets

As at 30 June 2019 (unaudited)

Segment assets and liabilities
Total assets
Total liabilities

Six months ended 30 June 2018
(unaudited)

Revenue

Gross profit

Finance income

Finance expenses

Provision of impairment in inventories

Reversal of impairment in trade receivables

Income tax expense

Net loss

Other information
Depreciation of PPE
Expenditures for non-current assets

As at 31 December 2018 (audited)
Segment assets and liabilities
Total assets

Total liabilities

Shandong
Ishine Unallocated

152,215 -
887 -

46 1
(389) (6,986)
3,144 -
16 -
(852) -
(13,871) (13,519)

(7,890) -
(530) -
2,093 120

474,048 1,839,347
(251,486) (855,093)

61,206 -
1,101 -
1,637 1

(2,558) (8,389)

(256) -
5,306 -
(2,467) -
(10,183) (86,203)
(7,285) 3)
18,212 180

485,977 1,850,088
(245,996) (852,315)
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Inter-segment
elimination

(1,835,017)
907,754

(1,835,588)
908,323

Total

152,215
887
47
(7,375)
3,144
16
(852)
(27,390)

(7,890)
(530)
2,213

478,378
(198,825)

61,206
1,101
1,638

(10,947)
(256)
5,306
(2,467)
(30,490)

(7,288)
18,392

500,477
(189,988)



REVENUE

Production

— Sales of iron concentrates

— Sales of titanium concentrates
Trading

— Sales of coarse iron powder

REVERSAL OF IMPAIRMENT LOSSES OF ASSETS

Reversal/(provision) of impairment in inventories
Reversal of impairment in trade receivables

FINANCE EXPENSES - NET

Interest expense:
— Borrowings
— Provisions: unwinding of discount
— Lease liabilities

Net foreign exchange losses

Other finance expenses

Finance expenses

Finance income:
— Interest income on bank deposits

Net finance expenses

13

Six months ended 30 June

2019 2018
(unaudited) (unaudited)
81,796 50,474

- 2,890

70,419 7,842
152,215 61,206

Six months ended 30 June

2019 2018

(unaudited) (unaudited)
3,144 (256)

16 5,306

3,160 5,050

Six months ended 30 June

2019 2018
(unaudited) (unaudited)
(6,465) (8,586)
(201) (201)

(112) -
(486) (2,075)
111 (85)
(7,375) (10,947)

47 1,638

(7,328) (9,309)




10.

INCOME TAX EXPENSE

Six months ended 30 June

2019 2018
(unaudited) (unaudited)
Deferred income tax (852) (2,467)

The Company was incorporated in the Cayman Islands as an exempted company with limited liability under
the Companies Law (2010 revised) of the Cayman Islands and, accordingly, is exempted from payment of the
Cayman Islands income tax.

The subsidiaries incorporated in BVI under the International Business Companies Act of BVI are exempted
from payment of BVI income tax.

Hong Kong profits tax has not been provided for the subsidiaries in Hong Kong as there is no estimated
assessable profit arising in or derived from Hong Kong during the six months ended 30 June 2019 and 2018.

Corporate income tax in the PRC is calculated based on the statutory profit of the subsidiaries established in the
PRC in accordance with the PRC tax laws and regulations, after adjusting certain items of income and expenses
that are not assessable or deductible for income tax purposes.

In December 2015, Shandong Ishine was awarded with the National High-Tech Enterprise qualification.
Pursuant to the related regulations, Shandong Ishine is entitled to a reduced income tax rate of 15%, effective
from 1 January 2016 till 1 January 2019. On 30 November 2018, this tax preference entitlement was renewed

till 30 November 2021.

The tax rate for the Company’s other PRC subsidiaries is 25% for the six months ended 30 June 2019 and 2018.
LOSSES PER SHARE

(a) Basic

Basic losses per share is calculated by dividing the loss attributable to owners of the Company by the
weighted average number of ordinary shares in issue during the period.

Six months ended 30 June

2019 2018

(unaudited) (unaudited)

Loss attributable to owners of the Company (27,390) (30,490)
Weighted average number of ordinary shares in issue 4,910,609,920 4,662,684,053
Basic losses per share (Expressed in RMB per share) (0.006) (0.007)

(b) Diluted

During the six months ended 30 June 2019 and 2018, there were no dilutive instruments of the Company,
no diluted loss per share is presented.
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11.

12.

13.

DIVIDENDS

The Board of Directors has resolved not to declare any interim dividends related to the six months ended 30

June 2019.

TRADE RECEIVABLES

Trade receivables
Less: allowance for impairment of trade receivables

Trade receivables — net

As at 30 June 2019 and 31 December 2018, the ageing analysis of trade receivables was as follows:

Within 3 months

3 to 6 months

6 months to 1 year
Over 1 year

PREPAYMENTS AND OTHER RECEIVABLES

Advance to suppliers

Prepaid taxes

Land restoration deposits
Deductible input value-added tax
Advance to employees

Others

15

As at As at

30 June 31 December
2019 2018
(unaudited) (audited)
14,232 23,587
(347) (363)

13,885 23,224

As at As at

30 June 31 December
2019 2018
(unaudited) (audited)
7,291 20,535

6,108 2,219

833 833

14,232 23,587

As at As at

30 June 31 December
2019 2018
(unaudited) (audited)
34,713 1,256
7,278 7,278

38 38

12,136 13,092

387 100

6,639 3,763
61,191 25,527




14.

TRADE PAYABLES

As at 30 June 2019 and 31 December 2018, the ageing analysis of trade payables was as follows:

As at As at

30 June 31 December

2019 2018

(unaudited) (audited)

Within 6 months 3,707 6,648
6 months to 1 year 899 2,392
Over 1 year 3,223 3,337
7,829 12,377
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INTERIM DIVIDEND

The Board resolved not to declare an interim dividend for the six months ended 30 June 2019 (30
June 2018: nil).

MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

The principal activities of the Group are iron ore and ilmenite ore exploration, mining and
processing as well as selling iron concentrates in Shandong Province, the PRC. Since 2013, the
Group has started to engage in ilmenite ore mining and ilmenite ore processing to produce and
sell iron concentrates and titanium concentrates, and establish the full titanium industrial chain
in Shandong Province, the PRC. The Group’s major customers are iron pellets makers and steel
manufacturers located in close proximity.

The Group possesses mining rights in respect of Yangzhuang Iron Mine (##E#4#%), an iron
ore mine located in Qinjiazhuang Village, Yangzhuang Town, Shandong Province, the PRC
(“Yangzhuang Iron Mine”), Zhuge Shangyu Ilmenite Mine (i & LIAEKELT%), an ilmenite
and magnetite mine located in Yishui County, Shandong Province, the PRC (“Zhuge Shangyu
Ilmenite Mine”), and owns the exploration rights over Yangzhuang Iron Mine, Qinjiazhuang
Ilmenite Project, an ilmenite ore project located in Qinjiazhuang District, Yishui County, Shandong
Province, the PRC (“Qinjiazhuang Ilmenite Project”), Zhuge Shangyu Ilmenite Mine and
Gaozhuang Shangyu Ilmenite Project, an ilmenite ore project located in Shangyu District, Yishui
County, Shandong Province, the PRC (“Gaozhuang Shangyu Ilmenite Project”).

The Company actively responded to the government’s call and seized the opportunities provided
by national policies by developing clean energy such as wind power, photovoltaic power and solar
thermal power into new economic growth points, which have made substantial progress. In order to
better reflect the Company’s strategic business plan and expanding into new business including (but
not limited to) clean energy business, sticking to the development of iron and titanium concentrates
business, deepening and expanding the building of whole industrial chain of titanium products
including sponge titanium and high purity titanium.

The Group recorded revenue of approximately RMB152.2 million for the six months ended 30
June 2019, representing an increase of approximately 148.7% over the revenue of approximately
RMB61.2 million for the six months ended 30 June 2018. The increase in revenue of the Group
was primarily due to (1) the increase in turnover of trading of coarse iron powder by approximately
RMB62.6 million from approximately RMB7.8 million for the six months ended 30 June 2018
to approximately RMB70.4 million for the six months ended 30 June 2019; and (2) the increase
in sales of the iron concentrates produced by non-magnetic minerals processing technology by
approximately RMB51.2 million from RMB30.6 million for the six months ended 30 June 2018
to approximately RMBS81.8 million for the six months ended 30 June 2019; which offset by (1)
the decrease in sales of iron concentrates produced from Yangzhuang Iron Mine by approximately
RMB19.9 million from approximately RMB19.9 million for the six months ended 30 June 2018 to
nil for the six months ended 30 June 2019.
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The total comprehensive loss attributable to owners of the Company was approximately RMB30.9
million for the six months ended 30 June 2019, representing an decrease of approximately
RMB5.4 million, or 14.8%, as compared with total comprehensive loss attributable to owners
of the Company of RMB36.3 million for the six months ended 30 June 2018. This was mainly
due to (1) the decrease in finance cost by approximately RMB3.5 million from approximately
RMB10.9 million for the six months ended 30 June 2018 to approximately RMB7.4 million for
the six months ended 30 June 2019, (2) the decrease in administrative expenses by approximately
RMB3.5 million from approximately RMB26.9 million for the six months ended 30 June 2018 to
approximately RMB23.4 million for the six months ended 30 June 2019, which offset the decrease
in reversal of impairment losses of assets by approximately RMB1.9 million from approximately
RMB5.1 million for the six months ended 30 June 2018 to approximately RMB3.2 million for the
six months ended 30 June 2019.

Measures adopted by the management during the first half of 2019:

L. In the first half of this year, there was no mining in the Group’s own mines due to tightened
control over environmental impact assessment, safety assessment and the issue of mining
permit in China. Facing the picked up iron concentrate price and riding its close access to the
port from its processing plant, the Group had actively conducted the businesses of port trade
as well as overseas mines processing and blending.

II.  The reserve of Yangzhuang Iron Mine has been verified with a current reserve of 28.80 Mt
as assessed by the experts from the Department of Natural Resources of Shandong Province.
The Group had also obtained certificate of reserves, filed geological data and conducted the
registration of occupying reserves. It is expected that the renewed mining license will be
obtained in the second half of the year.

III. A reserve of 3,549 tons of rubidium ore was detected in Yangzhuang Iron Mine with a
contained metal of 4.47 tons and a grade of 0.126% (industrial grade of 0.12%) through
exploration. In light of the fact that rubidium is a kind of highly scarce and very expensive
mineral substance at present, the Group will conduct mining and processing in due course.

IV. The experts from the Department of Natural Resources of Shandong Province have reviewed
the environmental management and land rehabilitation program in respect of Yangzhuang
Iron Mine and expressed their opinion. Through environmental management and land
restoration, the Company has explored quite a lot of ore, rubble and sandy soil. Among them,
the ore can be processed into iron concentrate and tailings for marketing, the rubble can be
processed into carpolite and the sandy soil can be processed into sand. Both the carpolite and
sand have become desperately demanded building materials at the moment.

V. The environmental impact assessment on technical improvement of Yangzhuang Iron Mine

has also accepted the review of relevant experts. Once verified, the Group will be able to
process building materials for sale by capitalizing on the mine restoration.
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VI. Zhuge Shangyu Ilmenite Mine has passed safety pre-evaluation in handling the procedures
of safety production permits, paving a sound foundation for the exploration and processing
of ilmenite ore into ilmenite powder. The verified reserve available for mining amounted to
28.456 Mt.

VII. After more than one decade’s exploration and processing, the Yangzhuang Iron Mine is now
stored with a great deal of tailings, which can serve as qualified raw materials of various
cement factories. 200,000 tons of tailings, with current price of around RMB25/ton, is
expected to be sold in the second half of the year with approximately RMBS5.0 million of
sales revenue (i.e. profit) to be achieved. The Group has made various preparations for the
business at the first half of the year.

Resources and reserves of mines

The mines and projects owned by the Group have significant iron and titanium ore reserves and
resources. According to the report of the independent technical adviser Micromine Consulting
Services, as at November 2011 as disclosed in the prospectus of the Company dated 17 April
2012, the total aggregate proved and probable reserve of ore in the Yangzhuang Iron Mine was
approximately 43.93Mt at an average grade of approximately 24.58% TFe (total iron); the total
proved and probable reserve of ore in the Zhuge Shangyu Ilmenite Mine was approximately
545.8Mt at an average grade of approximately 5.69% TiO? and approximately 12.81% TFe (total
iron); whereas the total proved and probable reserve of ore in Qinjiazhuang Ilmenite Project was
approximately 86.63Mt at an average grade of approximately 4.50% TiO? and approximately
13.56% TFe (total iron).

Micromine Consulting Services (“Micromine”) has updated the resources and reserves under the
Joint Ore Reserves Committee of the Australasian Institute of Mining and Metallurgy (“JORC”) in
2013 by adopting the following assumptions:

Yangzhuang Iron Mine

1.  Resource reporting cutoff grade: 15% TFe.

2. An mFe grade cut-off of 8.0% was applied to each mining block based on the breakeven
analysis.

3. The Ore Reserve depletion for the Yangzhuang Iron Mine was approximately 4.6Mt @ 24.6%
TFe and 10.6% mFe compared to reported production of 4.5Mt @ 24.1% TFe and 10.5% mFe
for the period from November 2011 to December 2013 inclusive.

4.  Stope design parameters are 50 metres in length by approximately 16 metres wide (matching
the thickness of the orebody) with a 6 metre wide pillar between stopes as well as a crown
pillar of 6 metres in width.

5. It is assumed that there are no significant geotechnical difficulties.

6. Inferred Resources were excluded from the mine design used to determine the reserves.
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7.  Parameters for Short Hole Shrinkage mining method:
Length of Block: 48m
Minimum width of Block: 8m
Pillar between Blocks: 6m
Crown Pillar: 5m
Distance between levels: 60m

Reason for the changes in the resources and reserves estimates:

During the period from November 2011 to December 2013, reserves were reduced by
approximately 4.6 Mt due to mining activities.

There were no exploration or mining activities carried out at the Qinjiazhuang Ilmenite Project
between 1 January 2019 and 30 June 2019. The group is in the progress of renewing the mining
license.

Zhuge Shangyu Ilmenite Mine

1.  Resource reporting cutoff grade: 9.2% TiO? equivalent.

2. Underground resources and reserves remain unchanged from the previous (2012) Micromine
estimate.

3. Mineral resources are inclusive of the ore reserve.

4.  The reserve includes diluting material with an assumed diluent grade of 0%, total dilution
used was 9%.

5. The Micromine reserve is stated based on titanium with an iron credit.

6. The Open Pit Ore Reserve block model depletion for the Zhuge Shangyu resource was
approximately 0.27Mt grading 5.69% TiO? and 12.78% TFe compared to reported production
of 0.26Mt grading 6.75% TiO? and 13.44% TFe for the period from September 2013 to
December 2013 inclusive.

7.  The underground mining height is 50m to 60m.

Reason for the changes in the resources and reserves estimates:

During the period from November 2011 to August 2013, there is no difference in resources and

reserves. During the period from September 2013 to December 2013, reserves were reduced by

0.27 Mt due to mining activities.

There were no exploration or mining activities carried out at the Qinjiazhuang Ilmenite Project

between 1 January 2019 and 30 June 2019. The Group is in the progress of renewing the mining
licence.
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Qinjiazhuang Ilmenite Project

No reported exploration or mining activities have been undertaken at the Qinjiazhuang Ilmenite
Project between 1 November 2011 and 31 December 2013. Micromine has concluded that there
has been no material change to the mineral resources and reserves for the Qinjiazhuang Ilmenite
Project which remain the same as those published in the previous Micromine report dated 17 April
2012.

There were no exploration or mining activities carried out at the Qinjiazhuang Ilmenite Project
between 1 January 2014 and 30 June 2019. The Group is in the progress of renewing the
exploration licence.

Based on (1) the resources and reserves under the JORC for the Yangzhuang Iron Mine, Zhuge
Shangyu Ilmenite Mine and Qinjiazhuang Ilmenite Project as at November 2011 as disclosed in the
prospectus of the Company dated 17 April 2012, and (2) the estimated amount of ores mined by
the Group from November 2011 to December 2013, the Group’s estimated resources and reserves
as at 30 June 2018 were as follows:

JORC Ore Reserve Estimate as of 30 June 2019 (Note: JORC ore reserves as of 31 December
2013 less exploration during the period from 1 January 2014 to 30 June 2019, and on 2
November 2017, the Group disclosed the area of exploration was changed in Zhuge Shangyu,
which deduced the total reserve.):

Zhuge
Shangyu Qinjiazhuang
Yangzhuang Ilmenite Ilmenite
Iron Mine Mine Project
Ore reserves (Mt)
— proved 5.86 199.40 45.33
— probable 31.20 204.50 MNete) 41.30
Total ore reserves 37.06 403.90 86.63
Grade of total iron (TFe) (%)
— proved 24.15 12.78 13.50
— probable 24.65 12.83 13.61
Average grade of total iron (TFe) (%) 24.55 12.82 13.56
Grade of titanium dioxide (TiO?) (%)
— proved N/A 5.76 4.52
— probable N/A 5.65 4.48
Average grade of total titanium dioxide
(TiO?) (%) N/A 5.69 4.50

Note: Out of total probable reserve, about 199.71 Mt is underground reserve.
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JORC Ore Reserve Estimate as of 31 December 2018 (Note: JORC ore reserves as of 31
December 2013 less exploration during the period from 1 January 2014 to 31 December 2018,
and on 2 November 2017, the Group disclosed the area of exploration was changed in Zhuge
Shangyu, which deduced the total reserve.):

Zhuge
Shangyu Qinjiazhuang
Yangzhuang Ilmenite Ilmenite
Iron Mine Mine Project
Ore reserves (Mt)
— proved 5.86 199.40 45.33
— probable 31.20 204.50 Nete) 41.30
Total ore reserves 37.06 403.90 86.63

Note: Out of the total probable reserve, about 199.71Mt is underground reserve.

Yangzhuang Iron Mine Resource Estimate as of 30 June 2019 (Note: JORC mineral resources as
of 31 December 2013 less exploration during the period from 1 January 2014 to 30 June 2019):

Resource Category Resources SG TFe mFe

(Mt) (t/m°?) (%) (%)
Measured 11.3 3.25 26.0 10.6
Indicated 50.1 3.25 26.8 10.4
Total Measured and Indicated 614 3.25 26.6 104
Inferred 17.6 3.22 24.6 8.7
Total Resources 79.0 3.24 26.2 10.0

Note: Numbers have been rounded to reflect that the resources are an estimate. Resources may not ultimately be
extracted at a profit.

Zhuge Shangyu Ilmenite Mine Resource Estimate as of 30 June 2019 (Note: JORC mineral
resources as of 31 December 2013 less exploration during the period from 1 January 2014 to
30 June 2019, and on 2 November 2017, the Company disclosed the area of exploration was
changed in Zhuge Shangyu, which deduced the total reserve.):

Resource Category Resource SG TiO? TFe

(Mt) (t/m’) (%) (%)
Measured 372.6 3.19 6.23 14.04
Indicated 118.3 3.13 6.14 14.18
Total Measured and Indicated 490.9 3.17 6.19 14.10
Inferred 4.0 3.13 5.92 15.03
Total Resources 494 .9 3.16 6.19 14.10
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Qinjiazhuang Ilmenite Project Resource Estimate as of 30 June 2019 (Note: JORC mineral
resources as of 31 December 2013, there was no exploration activity during the period from 1
January 2014 to 30 June 2019):

Resource Category Resource SG TiO? TFe

(Mt) (t/m°?) (%) (%)
Measured 46.2 3.23 4.90 14.72
Indicated 42.1 3.19 4.88 14.84
Total Measured and Indicated 88.3 3.21 4.89 14.78
Inferred 11.3 3.29 5.06 15.05
Total Resources 99.6 3.22 491 14.81

Gaozhuang Shangyu Ilmenite project

Gaozhuang Shangyu Ilmenite Project is located in Yishui County and Yinan County of Shandong
Province, the PRC. The Company has engaged an independent third-party surveying agency to
conduct preliminary exploration work in Gaozhuang Shangyu Ilmenite Project and the work
was completed in 2012. The exploration rights covered an area of approximately 1.53km?
The Group is in the progress of renewing the exploration license. According to Titanium Mine
Detailed Survey Report in respect of the project, it was estimated that the exploration area had
approximately 46.0Mt of resources of Type 332 and 333 of ilmenite ores in September 2012 under
PRC classification standard with an average grading of iron and titanium content of approximately
12.4% and 6.8% respectively. During the period from October 2012 to June 2019, there was no
change in resources and reserves. The Group did not have any plans to carry out mining work or
any other expansion plans.

FINANCIAL REVIEW

For the six months ended 30 June 2019, the Group recorded revenue of approximately RMB152.2
million as compared with approximately RMB61.2 million for the six months ended 30 June 2018,
representing an increase of approximately 148.7%. For the six months ended 30 June 2019, 53.7%
of the Group’s total sales consisted of the sales of the iron concentrates produced by non-magnetic
minerals processing technology, and 46.3% of sales were derived from trading of coarse iron
powder. The Group mainly sold iron concentrates produced by the Group to iron pellets and steel
producers in Shandong Province, the PRC. In addition to the above customers of iron concentrates,
the Group sold coarse iron powder to other customers engaged in trading and manufacturing of
iron-related products in the PRC.

Prices of the Group’s products

Iron Concentrates

The unit prices of approximately 57% and 65% iron concentrates produced by the Group mainly
depend on the iron content contained in the Group’s iron concentrates and are affected by the

market conditions, including but not limited to the global, China and Shandong supply of and
demand for iron ore products and the prosperity of Shandong steel industry.
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The Group’s average unit selling prices of 64% iron concentrates produced by non-magnetic
minerals processing technology for the six months ended 30 June 2018 were approximately
RMB674.9 per tonne, representing a increase of approximately 22.7% as compared with the
average unit selling prices of approximately RMB550.1 per tonne for the six months ended 30 June
2018.

Revenue

Revenue was generated from the sales of the Group’s products to external customers net of value
added tax as well as from the Group’s trading activities. The Group’s revenue from the sales of
the Group’s products is mainly affected by the Group’s total sales volume which in turn is subject
to the Group’s mining and processing capacity, market conditions and the prices of the Group’s
products. The following table sets forth a breakdown of the Group’s revenue for the periods
indicated:

Six months ended Six months ended
30 June 2019 30 June 2018
RMB’000 RMB’000
Revenue
Sales of iron concentrates produced
by the Group
— from iron ore of Yangzhuang Iron Mine
(65% iron concentrates) - - 19,888 32.5%
— by non-magnetic minerals processing
technology (64% iron concentrates) 81,796 53.7% 30,586 50.0%
Sales of titanium concentrates produced
by the Group
— from ilmenite ore of Zhuge Shangyu
Ilmenite Mine (46% titanium
concentrates) - - 2,890 4.7%
Sales of trading activities
— from coarse iron powder 70,419 46.3% 7,842 12.8%
152,215 100 % 61,206 100%
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The following table sets forth a breakdown of the volume of iron concentrates, titanium
concentrates and trading products sold by the Group for the periods indicated:

Six months Six months
ended 30 June ended 30 June
2019 2018
(Kt) (Kt)
Sales volume of iron concentrates produced by the Group
— from iron ore of Yangzhuang Iron Mine
(65% iron concentrates) - 34.7
— by non-magnetic minerals processing technology
(64% iron concentrates) 121.2 55.6
Sales volume of titanium concentrates produced by the Group
— from ilmenite ore of Zhuge Shangyu Ilmenite Mine
(46% titanium concentrates) - 3.2
Sales volume of trading activities
— from coarse iron powder 115.3 24.0
236.5 117.5

The following table shows the breakdown of the Group’s total production volumes of iron
concentrates and titanium concentrates by types of materials used for the periods indicated:

Six months ended Six months ended
30 June 2019 30 June 2018
(Kt) (Kt)

Iron concentrates produced by the Group
Amount of iron concentrates produced
— from iron ore of Yangzhuang Iron Mine
(65% iron concentrates) - - - -
— by non-magnetic minerals processing
technology (64% iron concentrates) 126.2 100 % 93.4 100%

Amount of iron concentrates produced from
— ilmenite ore of Zhuge Shangyu Ilmenite
Mine (57% iron concentrates) - - — -

Titanium Concentrates produced
by the Group
Amount of titanium concentrates produced
— from ilmenite ore of Zhuge Shangyu
Ilmenite Mine (46% titanium
concentrates) - - - -

Total 126.2 100% 93.4 100%
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For the six months ended 30 June 2019, revenue is mainly derived from sales of iron concentrates
produced by non-magnetic minerals processing technology. Revenue is also derived from trading
of coarse iron powder to the trade customers.

The Group recorded revenue of approximately RMB152.2 million for the six months ended 30
June 2019, representing an increase of approximately 148.7% over the revenue of approximately
RMB61.2 million for the six months ended 30 June 2018. The increase in revenue of the Group
was primarily due to (1) the increase in turnover of trading of coarse iron powder by approximately
RMB62.6 million from approximately RMB7.8 million for the six months ended 30 June 2018
to approximately RMB70.4 million for the six months ended 30 June 2019; and (2) the increase
in sales of the iron concentrates produced by non-magnetic minerals processing technology by
approximately RMB51.2 million from RMB30.6 million for the six months ended 30 June 2018
to approximately RMB81.8 million for the six months ended 30 June 2019; which offset by (1)
the decrease in sales of iron concentrates produced from Yangzhuang Iron Mine by approximately
RMB19.9 million from approximately RMB19.9 million for the six months ended 30 June 2018 to
nil for the six months ended 30 June 2019.

The management strategically increased the sales volume of the iron concentrates to reduce the
inventory of the iron concentrates. The Group studies on mineral processing process, innovated
brand new non-magnetic mineral processing technology to process and produce non-magnetic
mineral, which was not selectable, and breaking the limitations of non-magnetic mineral
processing. The sales volume of the iron concentrates produced by non-magnetic minerals
processing technology was approximately 121.2 Kt. Due to the new environmental policy
implemented by the State Government, higher mining standard has been set. The market is
undergoing the downturn, the management decided to reduce the reserve of iron concentrates
which resulted in the increase in revenue.
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Cost of Sales

The following table sets forth a breakdown of the Group’s cost of sales for the periods indicated:

Cost of Sales
Cost of sales of iron concentrates produced
by the Group
— from iron ore of Yangzhuang Iron Mine
(65% iron concentrates)

— by non-magnetic minerals processing
technology (64% iron concentrates)

Cost of sales of titanium concentrates
produced by the Group
— from ilmenite ore of Zhuge Shangyu
Ilmenite Mine (46% titanium
concentrates)

Cost of sales of trading activities
— from sales of coarse iron powder

Six months ended
30 June 2019

Six months ended

30 June 2018

RMB’000 RMB 000
- - 21,880 36.4%
82,922 54.8% 27,228 45.3%
_ - 3,308 5.5%
68,406 45.2% 7,689 12.8%
151,328 100% 60,105 100%

Cost of sales was mainly incurred during production of iron concentrates and from purchase of
iron-related products for trading purposes. The cost of sales incurred during production activities
mainly consists of cost of raw materials, power and utilities expenses, employee benefits,
depreciation and amortisation, and other overhead costs.

Total cost of sales increased by approximately 151.8% to approximately RMB151.3 million for
the six months ended 30 June 2019, as compared with approximately RMB60.1 million for the
corresponding period of 2018. Such increase was consistent with the increase in the Group’s
revenue during the six months ended 30 June 2019, which was mainly due to (1) the increase in the
sales volume of iron concentrates produced by non-magnetic minerals processing technology by
approximately 65.6 Kt for the six months ended 30 June 2019; and (2) the increase in sales volume
from trading coarse iron powder by approximately 91.3 Kt for the six months ended 30 June 2019.
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Gross profit/(loss) and gross profit/(loss) margin

The following table sets forth a breakdown of the Group’s gross profit/(loss) and gross profit/(loss)

margins for the periods indicated:

Six months ended
30 June 2019

Six months ended
30 June 2018

RMB’000 RMB 000
Gross profit/(loss)
Gross profit of iron concentrates produced
by the Group
— from iron ore of Yangzhuang Iron Mine
(65% iron concentrates) - - (1,992)  (180.9%)
— by non-magnetic minerals processing
technology (64% iron concentrates) (1,126) (126.9)% 3,358 305.0%
Gross profit/(loss) of titanium
concentrates produced by the Group
— from ilmenite ore of Zhuge Shangyu
Ilmenite Mine (46% titanium
concentrates) - - (418) (38.0%)
Gross profit of trading activities
— from sales of coarse iron powder 2,013 226.9% 153 13.9%
887 100 % 1,101 100%
Six months Six months
ended 30 June ended 30 June
2019 2018
% %
Gross profit/(loss) margin
Gross profit margin of iron concentrates
— from iron ore of Yangzhuang Iron Mine
(65% iron concentrates) - (10.0%)
— by non-magnetic minerals processing technology
(64% iron concentrates) (1.4) % 11.0%
Gross profit/(loss) margin of titanium concentrates
— from ilmenite ore of Zhuge Shangyu Ilmenite Mine
(46% titanium concentrates) - (14.5%)
Gross profit margin of trading activities
— from sales of coarse iron powder 2.9% 2.0%
0.6 % 1.8%
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Gross profit decreased by approximately RMBO0.2 million from gross profit of approximately
RMBI1.1 million for the six months ended 30 June 2018 to gross profit of approximately RMB0.9
million for the six months ended 30 June 2019. The main reason for the decrease was the increase
in gross loss of the iron concentrates produced by non-magnetic minerals processing technology
by approximately RMB4.5 million from gross profit of approximately RMB3.4 million for the six
months ended 30 June 2018 to gross loss of approximately RMB1.1 million for the six months
ended 30 June 2019; which was offset by the increase in gross gain from the trading of coarse iron
powder by approximately RMB1.9 million from gross profit of approximately RMBO0.1 million for
the six months ended 30 June 2018 to gross profit of approximately RMB2.0 million for the six
months ended 30 June 2019;

Overall gross profit margin decreased from gross profit margin of 1.8% to gross profit margin of
0.6% for the six months ended 30 June 2019 as compared with the corresponding period of 2018.
The decrease in overall gross profit margin was primarily due to the decrease in the gross profit
margin of the iron concentrates produced by non-magnetic minerals processing technology.

Other gains, net

The Group’s other gains were approximately RMBO0.3 million for the six months ended 30 June
2019 as compared with other losses of approximately RMBO0.05 million for the six months ended
30 June 2018.

Finance costs, net

Net finance costs mainly comprised of interest expense on borrowings of the Group, offset
by interest income of bank deposits. Finance costs decreased by approximately 21.3% from
approximately RMB9.3 million for the six months ended 30 June 2018 to approximately RMB7.3
million for the six months ended 30 June 2019, mainly due to the dec