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A five-year financial summary of the results and of the assets
and liabilities of CVM Minerals Limited (“CVM” or the “Company”)

MADREARAR ([MEREE] sk [ARF ) REKE
AR (e [AEE ) AEMBRFENFEREERAR

and its subsidiaries (collectively referred to as the “Group”) is set  HIE&EN T X o« AN BV LB L EIRE — 1D
out below. This summary does not form part of the audited
financial statements.
Year ended 31 December
BE+-A=1t—-HLEE
2012 2011 2010 2009 2008
“E--F ZZ——F ZEZ-ZF ZIZTTNF ZZIT)N\F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
FERT TET FAL FHET FHL
(Restated)
(@5
Results #iE
Turnover £ 14,531 11,186 8,497 - -
Cost of sales HERA (54,684) (28,358) (16,339) - -
Gross loss FEE (40,153) (17,172) (7,842) - -
Other revenue Hib s 846 338 1,198 2,163 25
Other net gains HAit Izt 558 5,733 7,332 840 3,931 (404)
Selling and distribution HERDHEFX
expenses (94) (367) (207) - -
Administrative expenses THRX (40,728) (37,315) (32,945) (20,109) (9,151)
Finance costs BB (82,414) (62,562) (7,458) (78) (968)
Other operating expenses Hib & &5 (538,335) (103,102 - - -
Loss before taxation R AIEE (695,145)  (212,848) (46,414) (14,093) (10,498)
Taxation fi1B 30,564 - 4) (11) -
Loss for the year EREE (664,581)  (212,848) (46,418) (14,104) (10,498)
Attributable to: UTEIEEWN
Owners of the Company RRBHEBA (593,133)  (207,378) (46,315) (14,104) (10,498)
Non-controlling interests iz (71,448) (5,470) (103) - -
Loss for the year ERER (664,581)  (212,848) (46,418) (14,104) (10,498)
Loss per share (cents) BREE (BL)
Basic AR (13.74) (6.32) (2.19) (0.78) 0.77)
4 CVM MINERALS LIMITED Annual Report 2012
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As at 31 December
R+=A=+-8
2012 2011 2010 2009 2008

—E--F —Z——F —Z-ZTF —ZETNF —TITNF
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET FET FAT FHET
(Restated)  (Restated)  (Restated)  (Restated)
(&Ey) (gE5)  (REH) (KRES)

Assets and liabilities EENERE

Total assets EESE 1,004,176 1,287,377 967,849 492,567 285,945
Total liabilities BEEE (848,845)  (690,502)  (605,663)  (373,176)  (153,577)
Net assets FBEE 155,331 596,875 362,186 119,391 132,368
Total equity R 155,331 596,875 362,186 119,391 132,368

HORBEERAT F3R2012 5



Chairman’s Statement

ERE®E

JI KUANG

Executive Chairman

HE
HITERE

On behalf of the Board of Directors (the “Board”) of CVM
Minerals Limited (the “Company” or “CVM”) and its subsidiaries
(the “Group”), | am pleased to present the Annual Report and
the financial statements of the Group for the financial year ended
31 December 2012.

Financial Performance

The Group registered an after tax loss of approximately
HK$664.6 million, which was a substantial increase of HK$451.7
million as compared to the previous financial year. The after tax
loss of approximately HK$664.6 million for the year ended 31
December 2012 (2011: HK$212.8 million) was mainly as a result
of loss from operations of HK$74.4 million (2011: HK$47.2
million), non-operational items of impairment losses and write
offs of HK$538.3 million (2011: HK$103.1 million) and finance
costs of HK$82.4 million (2011: HK$62.6 million).

Loss from operations increased as compared to the previous
year due to higher cost of production and under-utilisation of the
Group’s capacity in its Smelter operations. There were
impairment losses of goodwill and exploration and evaluation
assets amounting to HK$141.6 million (2011: HK$79.5 million)
and HK$166.1 million (2011: HK$22.7 million) respectively when
the Group’s comparative figures of 2011 were restated as if
initial accounting had been completed at the acquisition date of
April 2011. Higher finance costs were incurred in the financial
year as the Group increased its borrowings through the issues
of additional convertible bonds.
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Operations Review

Magnesium Smelter

The Group’s magnesium Smelter in the State of Perak, Malaysia
(“Smelter”) was unable to achieve its forecasted production level
and experienced operating losses for a variety of reasons,mainly
entirely outside the Group’s control. The Group has experienced
higher than anticipated production costs arising out of
modifications to the plant set up during the early years, securing
and training personnel in the operation of a first of its kind
smelter for the region and higher raw material (ferrosilicon) and
energy costs. This has been experienced against a backdrop of
falling demand and weak prices for magnesium ingots, due in
large part to the continuing recession in the US and Europe. To
date, the Group’s plant has proven uncompetitive by contrast to
the output and pricing strategies of the more experienced
Mainland Chinese producers. In a buyer’s market, magnesium
traders and users have progressively moved to buying on a spot
or tender basis so as to protect themselves from pricing
fluctuations, and away from the offtake agreements that would
previously have locked in certain purchase commitments at
prices that would have allowed the Group to have greater
flexibility to set its own forecasts and the increased likelihood of
achieving them. However, our sales and marketing efforts have
been ongoing to increase our sales quantity and customer base.

During the financial year, various workshops in the Smelter
namely the rotary kiln, reduction workshop and retort workshop
had undergone further upgrading and modifications to improve
their efficiency and performance. The Smelter’s refining
workshop also had undergone repair and maintenance works in
the later part of the financial year when certain parts of the roof
and walls needed repairs due to oxidization from the sulphuric
gases released in the refining process. These upgrading and
improvement work had temporarily affected the Smelter’s
performance in its production output.

Extraction and Bottling of Mineral Water
Plant

In order to diversify and broaden the Group’s earnings, the
Company had indirectly invested in a company involved in the
extraction and bottling of mineral water in the People’s Republic
of China (“PRC”). In this aspect, on 12 January 2012, an
agreement (the “Agreement”) was entered into between the
Company’s wholly owned subsidiary, Nice Tone Enterprises Ltd.
(“NTEL”) and Voice Key Group Limited (“First Vendor”),
Chinacorp International Consultants Limited and Champion
Tone Development Limited (collectively known as the “Vendors”),
pursuant to which NTEL has conditionally agreed to purchase
and the Vendors have conditionally agreed to sell 51% of the
issued share capital of Victory Dragon Holdings Limited (“Victory
Dragon”) for a consideration of HK$200,000,000, which was
satisfied by the payment of deposit in cash of HK$10,000,000 to
the First Vendor upon signing the Agreement and by the issue of
an aggregate of 660,000,000 ordinary shares of the Company
to the Vendors and HK$106,840,000 of convertible bonds to the
First Vendor.

EEDIE

18 1R R
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([NTEL]) & Voice Key Group Limited ([ —& 5 1)
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Limited (B[ E A DAz e )) - Bt
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Under the terms of the acquisition, the First Vendor and Mr. Chu
Yuk Lung, the ultimate beneficial owner of the First Vendor,
guaranteed to the Group that the audited consolidated net profit
of Victory Dragon and its subsidiary for the twelve months period
commencing from the effective date of the acquisition shall be
not less than Renminbi (“RMB”) 30 million (equivalent to
approximately HK$37.0 million).

The acquisition was approved by the members of the Company
in the extraordinary general meeting held on 13 April 2012. The
effective date of the acquisition was 18 April 2012.

The Company believes that this acquisition will be able to
increase shareholders’ wealth in the foreseeable future.

In view that the acquisition was only completed during the
financial year of 2012, the effect of this acquisition to the
Group’s result was minimal. Victory Dragon managed to
contribute to the Group’s results approximately HK$145,458 in
gross profit and turnover of approximately HK$2,148,213 since
the date of the Company’s acquisition.

Based on the current assessment of Victory Dragon and its
subsidiary’s (“Victory Dragon Group”) performance, the
estimated consolidated net profit after tax and any extraordinary
or exceptional items of Victory Dragon Group for the guaranteed
period of twelve (12) months commencing from the effective
date of the acquisition i.e. 18 April 2012 is expected to be lower
than the Profit Guarantee. However, the actual shortfall between
the audited profit of Victory Dragon Group and the Profit
Guarantee has yet to be ascertained as at the latest practicable
date of this Annual Report. Hence, the actual compensation by
the First Vendor and Mr. Chu Yuk Lung is pending for the
finalization of Victory Dragon’s audited accounts. The audited
accounts of Victory Dragon and Victory Dragon Group for the
guaranteed period shall be available on or before 31 August
2013.

In light of the aforesaid, NTEL has commenced negotiations with
the First Vendor and Mr. Chu Yuk Lung regarding the failure to
meet the Profit Guarantee and remedy course of action to be
taken.

8 CVM MINERALS LIMITED Annual Report 2012
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Indonesian Subsidiaries Operations

PT. Commerce Venture Iron Ore (“PTCV Iron”) and PT.
Commerce Venture Coal (“PTCV Coal”), both indirectly held
subsidiaries of the Company since November 2010, had been
undertaking various feasibility studies in relation to the mining
and extraction of coal, iron ore and manganese in Indonesia.
PTCV Iron and PTCV Coal have exploration mining permits
which must be obtained to conduct stages of general surveys,
explorations and feasibility studies in Indonesia, pursuant to the
Indonesian mining law. PTCV Coal holds exploration mining
permits for (i) coal exploration in an area of 10,000 hectares in
Beutong and Tadu Raya Subdistrict, Nagan Raya Regency,
Nanggroe Aceh Darussalam Province of Indonesia, valid until 7
October 2013 (“Permit 1”); and (i) manganese exploration in an
area of 3,710 hectares in Bakongan Subdistrict, South Aceh
Regency, Nanggroe Aceh Darussalam Province of Indonesia,
valid until 28 January 2014 (“Permit 27).

PTCV Iron holds exploration mining permits for (i) coal
exploration in an area of 9,825 hectares in Kuala and Tadu Raya
Subdistrict, Nagan Raya Regency, Nanggroe Aceh Darussalam
Province of Indonesia, valid until 5 March 2014 (“Permit 3”); and
(iiy iron ore exploration in an area of 450 hectares in Penanggalan
Subdistrict, Subulussalam City, Nanggroe Aceh Darussalam
Province of Indonesia, valid until 14 December 2012 (“Permit 4”).
The Group had submitted application for renewal for Permit 4
and is currently waiting for the Authority’s approval. The approval
is not known at the time of this report.

Based on Indonesian mining law (Law No. 4 of 2009), an
exploration mining permit for coal can be given for a maximum
period of 7 years while an exploration mining permit for iron or
manganese can only be given for a maximum period of 8 years.
Production operation mining permits are guaranteed to be
granted for undertaking the production operation stage activity
which may be valid for up to 20 years and may be extended two
times for 10 years each time. In the opinion of the Directors of
the Company, applications for extension will be granted to the
Group ultimately without material additional costs.

PT. Laksbang Mediatama (“PTLM”), an indirectly held subsidiary
of the Company since April 2011, is the legal holder of an
Operation and Production Mining Business License (“Production
Operation Mining”) for manganese in an area of 195 hectares in
Jatimulyo Village, Girimulyo Subdistrict, Kulon Progo Regency,
Daerah Istimewa Yogyakarta Province, Indonesia, (“Mining area”)
during the year. The permit is used for mining activities including
construction, mining, processing and refining or smelting as well
as hauling and sales of manganese in the Mining area. The
Production Operation Mining permit is valid for a period of 10
years from 24 February 2011 and is capable of being extended
for two further terms of 10 years each at maximum. PTLM had
undertaken various feasibility studies in relation to the mining of
and exploration for manganese in the Mining area.
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RARIEZZ—ZF +— AUKRKHBENE R RPT.
Commerce Venture Iron Ore ([PTCV Iron]) EPT,
Commerce Venture Coal ([PTCV Coal ) B st ENfFE R
FRERER  SEA REETZAEITERR-
PTCV Iron & PTCV Coal # B R IEHEREERZREE
BT MPEBRM TS - MR R AT ATE R
FIIRET A8 © PTCV Coal 58 M IR FIEREF Al 55 7] () 74
El fENanggroe Aceh Darussalam% Nagan Raya
Regency #) Beutong & Tadu Raya % [& 10,000 2 H& H
BREERYE ARPE—_T—=F1+A+t8(1
SREFAIE 1) ¢ X (i) B ENJE Nanggroe Aceh Darussalam
% South Aceh Regency ) Bakongan %3 [& 3,710 A LB
BREEHFE EaSE—_ZT—NF—A=_+/\H(2
SREFAIEE]) ©

PTCV Iron #5748 B B ER LR ET A 78 7] () A EfE Nanggroe
Aceh Darussalam % Nagan Raya Regency &) Kuala
Tadu Raya %) [ 9,825 AEMEE M TR R HIR - B
E-ZT-—MF=ARBAIRTAED : RHAEDE
Nanggroe Aceh Darussalam % Subulussalam
Penanggalan 7 [ 450 A EE AN BEEA BE - A%
ME-_T——F+ZA+HmA (455 F]) - &%
EEERFEEARTAE  BRAIEFERM - K&
BN $E B s R AR B B R -

RBHNERFER(ZTTAFFAFRER)  KRW
HHRFARKFIREATHORERPIRALF  MEBRELOHK
BOHRARFAES THORERBARESNF < E77
FERZRBRADNARRIG IR EELLHR
AR R EARHIRER220F WA EEMN
R BRI0F - ARAEERR  AEERTEHAE
R REEMBRAELEAREINER -

FRARARAZZT——FNANRNEENE QA
PT. Laksbang Mediatama ([PTLM ]) & A # B S AL & &
SERARBEFIE(EELERAK]D  PRERE
1952 H » {if ¥ El fE Daerah Istimewa Yogyakarta®&
Kulon Progo Regency #9 Girimulyo 73 [& Jatimulyo 7 ([ 1%
B FFrAIENARERAEREEE  PEEE .
R ETE N IR SR RIA MM E R IE - £E
KERRTAIEARE T ——F -_A=-+mBEE
105 &Z A BEBRK - X105 - PTLIME i
THERTERERRLDRENDSEITIEHE

HREEXERAAT FHo012 9



Chairman’s Statement

ERE®E

No exploration activities were conducted in the Mining area as
the Group lost contact with the legal representative of PTLM in
2012. This brought to a halt to the daily operations and mining
activities of PTLM. No income was derived from the Mining area
during the years 2011 and 2012.

Prospects

The Board expects the repairs of the refining workshop to be
completed in the second quarter of 2013 and production to
resume in the third quarter of 2013, subject to the magnesium
industry outlook. In 2013, the Smelter will continue to focus on
increasing sales, lower its operating cost and increase
shareholders’ return. At the same time, the Group will endeavor
to operate the Smelter efficiently to bring down operating costs
and eliminate all unnecessary cost so that our production cost is
competitive. We also plan to further improve our marketing
network and to allocate more resources to areas e.g. human
capital, internal controls and research and development, which
will help us yield better profit margin in the future.

The price trends of magnesium in the global market for the
financial year 2012 ranges from US$2,900 to US$3,300 per
metric ton, with an annual average of US$2,950 per metric ton
for deliveries to markets outside USA. The price of magnesium
for deliveries to USA is currently averaging US$3,500 per metric
ton. We anticipate these prices to be stable with an upward bias
for the financial year 2013 in view of the recovering world
economy.

In respect of the extraction and bottling of mineral water
business, the Group will continue with the upgrading of its
production line and automation of the bottling process to
increase production capacity. We believe that these
improvements will contribute to higher volume of sales and
better profit margins. Marketing efforts will continue to play a
significant part in projecting our various brands of mineral water
especially in the high-end market segment.

The Group’s subsidiaries in Aceh Province, Indonesia which are
holding the various exploration mining permits for iron ore, coal
and manganese are now operating at a slower mode as the
Group is trying to reallocate its limited cash resources. The
Group’s subsidiary in Yogyakarta Province, Indonesia which
holds the Production Operation Mining permit for manganese
will be nominating a new legal representative to replace the
existing representative to restart the daily operations and
exploration activities. The nomination of the replacement
representative which will take place sometime in the second
quarter of 2013 and will take place once our shortlisted
candidate has undergone the various screening process by the
Board and relevant regulators.

10 CVM MINERALS LIMITED Annual Report 2012
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In the meantime, the Company will also continuously explore
profitable ventures to invest in order to diversify the Group’s
earnings and enhance the Group’s future prospect.

Corporate Governance

The Board is committed to high standards of corporate
governance to safeguard the interests of shareholders and
stakeholders. The Corporate Governance Report included in this
Annual Report describes how the Company applies the
principles of corporate governance in compliance with the code
provisions of the Code on Corporate Governance Practices (the
“Code”) in the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited. The Company has
complied with the code provisions in the Code during the
financial year 2012 save as disclosed in this Annual Report.

Internal Control

The Board has overall responsibility for the Group’s internal
control and risk management systems and for reviewing their
effectiveness. These procedures aimed to safeguard assets and
ensure proper accounting records are maintained so that the
financial information pertaining to the business and for
publication is transparent and reliable. The risk management
procedures are designed to manage key vulnerabilities.
However, they cannot eliminate all the commercial risks and
guarantee that there will be no shortfall in achieving the business
objectives.

Risk in today’s world moreover is multifaceted. We are pleased
to report that the Group has instituted an ongoing process for
identifying, evaluating and managing the significant risks
endemic to our industry. The process of our Internal Control
system in this Annual Report reports on the process in place
and is regularly reviewed by the Board, Audit Committee and
our Internal Auditors.

HUILRE - AARMSEERRER A BORERE -
FRAEBMHEATIOR - HEAEBNHKRAE -

> s

EEEHIRRBEERNKE LM%F‘HX?&?'J 518
B A THIF2S o $¢iﬁﬁﬁ%(¢¥§/ EHRATAR
AR EERARZAERA %imiﬁﬁ‘lm

%%%%ﬁ#%ﬂ#%D%ﬁm%am%% ZAUN
E%:%—:i%ﬁigﬁéﬁﬁﬁwm?%ﬁi'
HERAFRAREERI

M EREE

Exgrme EANE B AR EE K E e IE il A
R EENMNL - ERREFEEREEERERTE
EOEA R - AMRE %ﬂ%ﬁ%%%%%ﬁéﬂ

BEERR S - B ERIEF RERE ENH MR

ﬁﬁ%%ﬁﬁ%%%%ﬁ%%@@‘%ﬁ%%%*i
EEREXBEE -

ERBRREEMSRERE LSS RAMAEM - K
SECER—BERF  UREA - FHEREBIEEITE

WEZREE - AEENIREGAMEEHERFDRAR
FHER THEES FELZEGRANXEBEE
g

HREEXERAAT FHo012 11



Chairman’s Statement

ERE®E

Appreciation and Acknowledgement

On behalf of the Board, | would like to extend a warm welcome
to Mr. Li Zi Cong who joined the Board on 11 September 2012
as an Executive Director. We look forward to Mr. Li's invaluable
contribution in the Board’s decision making process.

I would also like to express my gratitude to the shareholders for
their continued support and loyalty, as well as the management
and the staff for their professionalism, enthusiasm and
unwavering commitment towards ensuring the success of the
Group. My heartfelt gratitude also goes to our customers,
suppliers, bankers, business associates, all our stakeholders
and the various relevant authorities for their cooperation and
continued support. Last but not least, | would also like to record
my appreciation to my fellow colleagues on the Board for their
invaluable contribution and wise counsel throughout the year.

Thank you.

On behalf of the Board of the Company

JI KUANG
Executive Chairman

Kuala Lumpur, Malaysia, 28 March 2013
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The Company, via its wholly-owned subsidiary, CVM Magnesium
Sdn. Bhd. (“CVMSB”), operates in the State of Perak, Malaysia
and is the first primary magnesium producer in South East Asia.
Except for mining of dolomite and producing magnesium ingots,
the Group has ventured into exploration of iron ore, coal and
manganese.

In the month of April 2012, in order to source for profitable
business and to diversify from the mineral industry, the Group
had acquired subsidiaries engaged in the extraction and bottling
of mineral water in the People’s Republic of China (the “PRC”).

Business Review
The Perak Magnesium Smelter (the

“Smelter”)

The financial year of 2012 was a difficult year for most
businesses; almost every sector of the economy was struggling
with the uncertainties surrounding the global economy. The
nonferrous metals industry was also confronted with difficult
challenges in its operating environment and faced downward
trend pricing pressure during the financial year of 2012.

The Smelter had undergone hot and cold tests during the
second half of 2011. These testing concluded in early 2012.
However, the Smelter underwent further maintenance and
improvement work (“new improvement works”) for the financial
year 2012 in order to improve future production and achieve
higher quality grades in its output. Moreover, no dolomite was
extracted from the dolomite hills due to the Smelter temporarily
slowdown of production of magnesium ingots (2011: 201.83
metric tonnes (“MT”) was produced).

The Mineral Water Bottling Plant in the PRC
(“Bottling Plant”)

In order to diversify and broaden the Group’s earnings, the
Company had indirectly invested in a company involved in the
extraction and bottling of mineral water in the PRC. In this
aspect, on 12 January 2012, an agreement (the “Agreement”)
was entered into between the Company’s wholly-owned
subsidiary, Nice Tone Enterprises Ltd. (“NTEL”) and Voice Key
Group Limited (“First Vendor”), Chinacorp International
Consultants Limited and Champion Tone Development Limited
(collectively known as the “Vendors”), pursuant to which NTEL
has conditionally agreed to purchase and the Vendors have
conditionally agreed to sell 51% of the issued share capital of
Victory Dragon Holdings Limited (“Victory Dragon”) for a
consideration of HK$200,000,000, which was satisfied by the
payment of deposit in cash of HK$10,000,000 to the First
Vendor upon signing the Agreement and by the issue of an
aggregate of 660,000,000 ordinary shares of the Company to
the Vendors and HK$106,840,000 of convertible bonds to the
First Vendor.
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The Company believes that this acquisition will be able to
increase shareholders’ wealth in the foreseeable future.

After the acquisition, the Company redesigned the packaging of
the brand of mineral water including the existing image of bottle
and reposition to high end market segment. The new design
gave customers a clear impression that the product is for high-
end customers. Furthermore, the Company invested in a new
production line and to further automate the bottling process in
order to increase production capacity and also increase its sales
volumes and reduce its unit cost substantially. These
improvements for mineral water business had completed in third
quarter of 2012. Sales of mineral bottled water was affected
during the improvement of the plant. Victory Dragon managed to
contribute to the Group’s results approximately HK$145,458 in
gross profit and turnover of approximately HK$2,148,220 since
the date of the Company’s acquisition.

Based on the current assessment of Victory Dragon and its
subsidiary’s (“Victory Dragon Group”) performance, the
estimated consolidated net profit after tax and any extraordinary
or exceptional items of Victory Dragon Group for the guaranteed
period of twelve (12) months commencing from the effective
date of the acquisition i.e. 18 April 2012 is expected to be lower
than the Profit Guarantee. However, the actual shortfall between
the audited profit of Victory Dragon Group and the Profit
Guarantee has yet to be ascertained as at the latest practicable
date of this Annual Report. Hence, the actual compensation by
the First Vendor and Mr. Chu Yuk Lung is pending for the
finalization of Victory Dragon’s audited accounts. The audited
accounts of Victory Dragon and Victory Dragon Group for the
guaranteed period shall be available on or before 31 August
2013.

In light of the aforesaid, NTEL has commenced negotiations with
the First Vendor and Mr. Chu Yuk Lung regarding the failure to
meet the Profit Guarantee and remedy course of action to be
taken.

Kindly refer to the Company’s announcement dated 18 April
2013 for further details.
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Indonesian subsidiaries operations

The Group’s subsidiaries in Indonesia which holds the various
exploration mining permits for iron ore, coal and manganese are
now operating at a much slower mode as the Group is trying to
reallocate its limited cash resources.

The Board had announced on 19 October 2012 on the updated
status of the Company’s investment in PT Laksbang Mediatama
(“PTLM”) since completion of the acquisition in April 2011
(“Acquisition”). As disclosed in the Circular dated 22 March
2011, PTLM is the holder of an exploration mining permit for the
exploration of manganese in an area of 195 hectares at
Jatimulyo Village, Girmulyo Subdistrict, Kulon Progo Regency,
Daerah Istimewa Yogyakarta Province, Indonesia. The
exploration process has commenced since the completion of
Acquisition. Nevertheless, the exploration activities had slowed
down because there were conflicts between the directors of
PTLM and the legal representative of PTLM. According to the
legal requirements in Indonesia, the legal representative of PTLM
is responsible for daily operations of PTLM and the exploration
activities.

In order to resolve such conflicts, the Company had decided
that the members of the board of directors of PTLM shall be re-
nominated and re-elected according to the relevant legal
requirements in Indonesia. However, having made all reasonable
enquiries, the Board found that the legal representative of PTLM
could no longer be contactable. This caused the suspension in
the daily operations of PTLM including its exploration project. In
view thereof, the Company will replace the legal representative
of PTLM to restart the daily operation and exploration activities
of PTLM.

In light of the circumstances that the legal representative of
PTLM is not contactable and the board of directors of PTLM will
be re-nominated, the Company has decided to slow down all
exploration activities of PTLM. At the same time, PTLM will
remain in a state of readiness to restart exploration as soon as
the issues have been resolved. The Company will actively
monitor the status and will discuss with the relevant parties to
resolve the issues. Further announcement(s) will be made by the
Company on any significant progress as and when appropriate
in compliance with the relevant Listing Rules.

Kindly refer to the Company’s announcement dated 19 October
2012.
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Financing of the Smelter

In order to finance the operations of the Smelter, CVMSB
obtained banking facilities totalling approximately Malaysian
Ringgit (“RM”) 184.6 million (equivalent to approximately
HK$450.5 million), which comprises a ten-years term loan from
Bank Kerjasama Rakyat Malaysia Berhad (“Bank Rakyat”).

As at 31 December 2012, the total utilised facilities amounted to
approximately RM172.6 million (equivalent to approximately
HK$437.6 million) (2011: approximately RM171.3 million
(equivalent to approximately HK$420.0 million)).

On 25 July 2011, CVMSB has negotiated a re-scheduling of the
loan repayment with Bank Rakyat. The monthly instalments have
been revised to RM670,000 (equivalent to approximately HK$1.7
million) with effect from August 2011 to December 2013 and
increasing to RM4.2 million (equivalent to approximately
HK$10.7 million) from January 2014 to the end of the term of
the loan in 2018.

Capital raising exercise

On 28 January 2011, the Company entered into a conditional
warrant placing agreement with UOB Kay Hian (Hong Kong)
Limited (“UOB Kay Hian”) pursuant to which UOB Kay Hian
agreed to place 163,900,000 warrants at the price of HK$0.005
per warrant.

Please refer to the Company’s announcement dated 28 January
2011 for further details.

On 1 September 2011, the Company entered into a conditional
warrant placing agreement with Cheong Lee Securities Limited
(“Cheong Lee”) pursuant to which Cheong Lee agreed to place
543,636,000 warrants at the price of HK$0.001 per warrant.

Please refer to the Company’s announcement dated 2
September 2011 for further details.

The Company had announced on 1 August 2012 that the
appointed placing agent, Cheong Lee had procured three
placees, who and their ultimate beneficial owners are
independent third parties of the Company, to subscribe for an
aggregate of 835,000,000 ordinary shares of the Company at
HK$0.05 each raising the net proceeds of approximately
HK$40.55 million which will be used for the Group’s general
working capital.

Please refer to the Company’s announcements dated 5 July
2012 and 1 August 2012 for further details.
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Licences, approvals and permits

The Malaysian legal advisers of the Company have opined that
CVMSB has obtained all major/material licences, approvals and
permits in relation to the operation of the Smelter.

The PRC legal advisers of the Company have opined that Victory
Dragon and its subsidiary have obtained all major/material
licences, approvals and permits in relation to the operation of
the Bottling Plant.

Outlook

The Company is excited about the future of the Bottling Plant
and its prospect in contributing higher sales and profit to the
Group. The extraordinary economic development in the PRC in
the past decade has made it the world’s second largest
economy and created higher disposable income to its citizen. In
view of changing lifestyle, higher disposable income and
increase awareness of health risks in the PRC municipal water
supplies, the sale of bottled mineral water is expected to
increase. The Group hopes to capture this growth in the bottled
mineral water market by becoming a brand which is recognised
by the public in the PRC.

The Bottling Plant intends to have a comprehensive
development of its mineral water resources with the aim of
increasing its profit margin and create substantial long term
growth.

The Bottling Plant had throughout the year carried out promotion
and advertising through billboards, sponsorships and exhibitions
to achieve the above plans.

In 2018, Victory Dragon will invest in new production line of
sparkling water products and will place emphasis on expanding
the premium sector of the natural mineral water in Guangdong
province. Furthermore, the Company will also consider
expanding the bottled mineral water business in Hong Kong and
South East Asia in the future.

The Smelter will intensify its production and marketing efforts for
the next financial year to capture new demand from customers.
However, in view of the current challenging economic
environment and with stronger and more experienced
competitors, the Smelter will continue to face pressure to lower
its cost of production and to improve its gross margin. The
Group also plans to improve its marketing network and to
allocate more resources to human capital, internal controls and
research and development which may yield higher profit in the
future.

In the meantime, the Group is always on the look-out for new
and profitable ventures for its long term growth plans.
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Financial Review

Turnover and other revenue

The Group’s turmnover for the financial year ended 31 December
2012 was HK$14,531,302 (2011: HK$11,185,489). The Group
received interest income of HK$81,490 from money deposited
with approved financial institutions and rental income from
leasing of drilling machines of HK$116,637 for the financial year
ended 31 December 2012 (2011: HK$338,407 and nil,
respectively).

Cost of sales

The cost of sales amounted to HK$54,684,477 (2011:
HK$28,357,777) which mainly includes staff costs, depreciation
and amortisation. The increase in the cost of sales is mainly due
to increase in all components of the cost of sales.

Administrative expenses

The administrative expenses increased by 9.1% to
approximately HK$40.7 million for the financial year ended 31
December 2012 from approximately HK$37.3 million in 2011.
This was mainly due to the expenses incurred for professional
parties on corporate exercises carried out during the financial
year and inclusion of administrative expenses from the newly
acquired subsidiaries. Higher expenses were incurred as more
professional parties were engaged in 2012 due to the major
transaction of acquiring Victory Dragon.

Exploration, development and mining

production activities

Geological exploration

As at 31 December 2012, the Group has 5 exploration rights,
covering an area of approximately 24,180 hectares, namely two
exploration rights for coal covering an area of approximately
19,825 hectares, one exploration right for iron ore covering an
area of approximately 450 hectares and one exploration right for
manganese covering an area of approximately 3,710 hectares,
all of them are located in Aceh Province, Indonesia. The Group
also has 1 production operation mining permit right for
manganese covering an area of approximately 195 hectares in
Yogyakarta Province, Indonesia.

At the date of this announcement, the permit for the exploration
right for iron ore is still pending renewal by the Authorities in
Aceh Province.

During the financial year ended 31 December 2012, the Group’s
geological exploration expenditure amounting to approximately
HK$0.2 million (2011: approximately HK$4.0 million) was
incurred on general survey and geological survey for the above
rights.
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Mining of dolomite

As at 31 December 2012, the Group did not extract any
dolomite from the dolomite hills. Hence, the accumulated
dolomite extracted up to 31 December 2012 remained at

19,970 MT (2011: approximately 19,970 MT).

The expenditure incurred on dolomite mining production
activities for the financial year ended 31 December 2012 was
approximately HK$1.1 million (2011: approximately HK$1.6

million).

Iron ore, coal and manganese

As the Group is still undertaking exploration of iron ore, coal and
manganese, it has not undertaken any development or mining
production activities in respect of these minerals in the financial
year ended 31 December 2012. The expenditure incurred on

these activities was therefore nil.

Estimated Proved Reserves

The updated mineral reserves of the Company and its
subsidiaries as at 31 December 2012 and 2011 were as follows:
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Minerals Location Total Area Proved Proved
®E vE HEE wE ®E
Dolomite Lots: HS (D) 13756, PT13404 13 hectares 19,9700 19,9700
BEAR and HS (D) 13757, PT13405 13 R
Mukim: Sungai Siput
District: Kuala Kangsar
State: Perak
Country: Malaysia
# 8 : HS(D)13756, PT13404 &
HS(D) 13757 » PT13405
E1 : Sungai Siput
& : Kuala Kangsar
M BEEM
Bl : BRAEE
Iron Ore City: Subulussalam 450 hectares®? Under Exploration Under Exploration
#HER Subdistrict: Penanggalan 450 A B P B BR+

Province: Nanggroe Aceh
Darussalam

Country: Indonesia

¥ : Subulussalam

2 & : Penanggalan

# : Nanggroe Aceh Darussalam

Bx: HE
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Minerals

RE

Location

wE

Total Area

AE R

Reserves identified
by JORC standard
(000’ tonnes) as at
31 December 2012

—E-CfF
t=A=+—H
JORC # 8I3%: 51

ZIEE (TH)
Proved
FE

Reserves identified
by JORC standard
(000’ tonnes) as at
31 December 2011

—F—-F
+=A=+-—H
JORC # 81l3% 51

ZfEE (TH)
Proved

&=E

Coal
V973

Coal
R

Manganese
E7

Manganese
F7

20

Subdistrict: Beutong & Tadu

Raya
Regency: Nagan Raya

Province: Nanggroe Aceh

Darussalam
Country: Indonesia

2 & : Beutong X Tadu Raya

& : Nagan Raya

# : Nanggroe Aceh Darussalam

BER: HE

Subdistrict: Kuala & Tadu

Raya
Regency: Nagan Raya

Province: Nanggroe Aceh

Darussalam
Country: Indonesia

72& : Kuala & Tadu Raya

& : Nagan Raya

# : Nanggroe Aceh Darussalam

Ex: EHE

Subdistrict: Bakongan
Regency: South Aceh

Province: Nanggroe Aceh

Darussalam
Country: Indonesia
21& : Bakongan
& : South Aceh

# : Nanggroe Aceh Darussalam

BxR:HE

Village: Jatimulyo
Subdistrict: Girimulyo
Regency: Kulon Progo

Province: Daerah Istimewa

Yogyakarta
Country: Indonesia
A 1 Jatimulyo

72 & : Girimulyo

& : Kulon Progo

4 : Daerah Istimewa Yogyakarta

Ex: e

10,000 hectares
10,000 A8

9,825 hectares
9,825~ tA

3,710 hectares
3,710 R 1A

195 hectares
19518
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R

Under Exploration

BT

Under Exploration

B+

Under Exploration

B+

Under Exploration

ByiRT

Under Exploration

BT

Under Exploration

iR

Under Exploration
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Notes:
(1) The average % of magnesium oxide (“MgQ”) and Magnesium (“Mg”) are as
follows:
South Hill Above Ground
[=2]10] iy b
Average % of MgO 19.17%
MgO &5 E Dt
Average % of Mg 11.50%
Mg P FHaE S
North Hill Above Ground
b 1A1Y] ih -
Average % of MgO 20.06%
MgO AT FH B H
Average % of Mg 12.04%
Mg FTih FHE St

) At the latest practicable date of this Annual Report, the permit for the
exploration right for iron ore is still pending renewal by the Authorities in
Aceh Province.

Net foreign exchange losses

The net losses of approximately HK$0.2 million (2011: net gains
of approximately HK$0.4 million) on foreign exchange mainly
represented the net realised losses on payments to suppliers
and creditors in Malaysia and Indonesia offset against realised
gains on money deposited by the Group with approved financial
institutions in Malaysia.

Looking forward, the Group will be exposed to foreign currency
risk primarily through exposures in sales and purchases that are
denominated in foreign currencies other than the Group’s
functional currency (e.g. US dollars (‘US$”), RM, RMB and
Rupiah). The Group did not use any financial instruments for any
hedging purposes during the financial year of 2012.

Finance costs

The Group’s finance costs mainly consisted of effective interest
of approximately HK$20.8 million (2011: approximately HK$18.9
million) for convertible bonds issued by the Company, interest
expense of approximately HK$21.6 million (2011: approximately
HK$6.4 million) on loans from third parties and interest on the
Group’s bank loans of approximately HK$39.4 million (2011:
approximately HK$33.4 million).

M

0] A/bs (IMgO ) K (TMg ) PR 9B DL T

Below Ground (30 metres depth)
i T (30 3K3%R)

18.59%

11.15%

Below Ground (30 metres depth)
#T (30 3K5%)

19.10%

11.46%

@ RAFREBRERATITAS  SRADRENTIBNFEE
HERIESE -

SMNE TR R AR

SN &5 185 8B 49 200,000 8 7T (—ZF ——F : Wam FH

#1400,00087T) T RHEAEE N T HARTEERENE

HER R ERANEERERFREEHEFHNERE
RATBEBATROEEH W -

REARK  AEEXZZ2HHEEBIAKNEEDEEE A
SN (et )) - B%  ARBRELD)
REBEMUMEEMSRELRR - R -F— —FHHF
€ RNEEYESBEASR TRETEMEEE -

L& B A
REBHBMERAEZBERNARMEITAIRRES
B E B B #20,800,0008 L — T — — F 1 4
18,900,000 L)  KEB=HFEXMF EH 4
21,600,000 7L ( Z & — —4F : 496,400,000/ 7C) &
AEBERITEREF B 439,400,000 (=T ——
& : 4933,400,000787T) °
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Loss before taxation

The Group incurred a loss before taxation of approximately
HK$695.1 million for the financial year ended 31 December
2012 (2011: approximately HK$212.8 million) mainly as a result
of loss from operations of approximately HK$74.4 million (2011:
approximately HK$47.2 million) and finance cost of
approximately HK$82.4 million (2011: approximately HK$62.6
million).

Loss from operations increased substantially as compared to
the previous year was mainly due to higher cost of inventories
sold.

Higher finance costs were incurred in the financial year ended 31
December 2012 as the Group has higher amount of convertible
bonds outstanding of approximately HK$135.0 million as
compared to the previous financial year of approximately
HK$26.2 million.

Loss per share

The loss per share for the financial year ended 31 December
2012 increased to 13.74 HK cents (2011: 6.32 HK cents) as the
loss attributable to owners of the Company increased
substantially to approximately HK$593.1 million coupled with the
higher number of weighted average ordinary shares in issue
during the financial year ended 31 December 2012.

Liquidity and financial resources

Net current liabilities of the Group stood at approximately
HK$562.0 million as at 31 December 2012 (2011: approximately
HK$454.6 million). Included in current liabilities were secured
bank loans and finance lease creditors of approximately
HK$435.8 million (2011: approximately HK$421.1 million). The
borrowings from Bank Rakyat bears an interest rate of 8.6% per
annum as at 31 December 2012 (2011: 8.6%) based on floating
rate of Bank Rakyat’s base financing rate plus 2% per annum.
The Group had a gearing ratio of approximately 57.01 (which is
calculated on the basis of total finance leases, borrowings and
convertible bonds over total equity attributable to owners of the
Company) as at 31 December 2012 due to the substantial
decrease in total equity attributable to owners of the Company.
The gearing ratio was approximately 1.36 as at 31 December
2011.

The Group’s bank and cash balances as at 31 December 2012
was approximately HK$1.1 million (2011: approximately
HK$28.2 million). The Group’s prepayments, deposits and other
receivables amounted to approximately HK$11.6 million (2011:
approximately HK$26.1 million).
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AEBREBEE-ZT——F+A=-+—BLEVBFE
EAEBRRAIEIE4695,100,000/8 T ( —T——4F : 4
212,800,000 L) T EZEHAREALALEBHBBEY
74,400,000/ 7T (ZF ——4F : #947,200,000%7T) &
B & A AN 482,400,000 (=& — — F: 4
62,600,0007%8 7T ) FTEL °

EEFBRETAREN - X BHDEFERARN
B -

MERANBEE-_T——F+_A=+—HBLLWKF
EAEN  DARNEEZ MAITEIRRBRESSSE
#4) /135,000,000 L@ & £ — & K F E &
26,200,000,8 7T A= FTEL ©

BRER

AN R A A B 518 K IR hN = 49 593,100,000
B NMEHE-T——F+-_A=+—HLETEF
EMBBITERBRNELSE LA HEBEE_F—=
F+ZA=1+—HILEMRFENEREIBIEME13.74
B (ZF——F : 6.32781) °

REBESRMBEER
R_FE——F+-_A=+—8 AEBEFRSEE
49 /5562,000,00078 7T ( —ZF — —4F : #7454,600,000
BT c B AEREERFRTERLREREREE
#9435,800,00078 L ( =& — —4F : #J421,100,0007%8
L) e R-ZE——F+=-HA=+—H  Bank Rakyat {2
HOERFFEAE86H(ZFT——F:86%) A
Bank Rakyat #) E AN gl & FI 5= )1 2% H))Z B FF 7 3 o A<
EFRN T —F+-_F=+—BHNEERGBLXY
A57.01 UZREHEAE  ERRAUTRRESFBER
RNTHBE ANEGEEREETE)  WIBRERAARE
BEABRLEZREABRL RZZ——F+=A
—t+—HEMEEBELEXLNA1.36-

W_E——F+_A=+—8 XEENRTERES
“EER 4 751,100,00078 7T (= Z —— 4 : 4928,200,000
BIL) o AEBEMTENFIE « HE REMBRFIBL A
11,600,000 7T (==& ——4F : £926,100,000%87C) ©
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The Directors have taken and/or will take the following actions to
mitigate the liquidity issues faced by the Group:

(i) The Directors review the Group’s cash position regularly
and if need be, will re-negotiate with the unsecured loan
holders to restructure the repayment terms;

(i) The Board had on 7 March 2013 appointed placing agent,
Cheong Lee Securities Limited in relation to the placing of
bonds in the principal amount of up to HK$100.0 million
(“Bonds”). The proceed will be used for the Group’s
general working capital. The principal terms of the Bonds
are as follows:

(@)  Maximum principal amount: HK$100,000,000.
(b) Interest: 10% per annum payable annually.

(c) Maturity Date: the 2nd anniversary of the date of first
issue.

(d) Redemption: the Company shall have the right at
any time to redeem at 100% of the principal amount.
Any outstanding Bonds on the Maturity Date shall be
redeemed by the Company at 100% of the principal
amount.

(iy ~ The Group is seeking investors or strategic partners for the
Group’s projects in Indonesia.

Capital expenditure

The carrying amount of the Group’s property, plant and
equipment, and interest in leasehold land held for own use under
operating lease as at 31 December 2012 had decreased by
26.5% and 25.7% respectively to approximately HK$495.6
million and approximately HK$10.1 million respectively (2011:
approximately HK$673.9 million and HK$13.6 million
respectively) mainly due to inclusion of property, plant and
equipment of the newly acquired subsidiaries, offset against
substantial impairment in value of the existing assets in the
current year.

BEREAR S
MIRBE S HE

S ERER T 517 Rl 5 A< 5% (B P [ b

() ESTHEHASEMNRSMRN THRERE
REEEAEFFEAENERUEHEERE
=

iy =ZFER_T—=F=-AtHEH REELS
%= 4 100,000,000 THES ([E5 ) RT
EFESBRARARENIE - IELFIEER
EAREEN—REELES - BFNT BIERW
T

(a) BEA%EE : 100,000,000/8 7T °
(o)  FI=R: FHMEAQOE @ HHFERN o

© HHBE: BERETERNBFER -

@ O ARQRHEBERILASEZ100%
BOES - TRAREBHABMKITEZES
BERAARIAREEE 2 100% &0 -

(i) AREEREEENEHEEVEREENEKR
R o

EXREX

RZFE——F+-_A=+—H8 AEEYE BEX&
& 1 B BR T (B R 4 26.5% Z= #9495,600,00078 7T LA &
mﬁ%%mﬁ%ﬁéﬁﬁfim%ﬁmﬁﬁﬁﬂm
25.7% % #)10,100,0008 (=T — —F : 9 Bl &
673,900,000% 7T % 13,600,000/ 7T ) %Efgm#
EAFEFTATBBHNBRARNYE - BE REEHIE
HIRBEENRERMMBEMN -

HREEXERAAT FHo012 23



Management Discussion and Analysis

BEREFN WD

Charge on assets
The bank loans are granted to CVMSB and secured by way of:

(i) a legal charge over the land and factory building to be
erected thereon held by CVMSB;

(i) assignment of trade receivables derived by CVMSB;
(i)  a debenture creating fixed and floating legal charge over
all present and future assets of CVMSB excluding the
performance bonds;

(iv)  assignment of all CVMSB'’s rights, entitlement and interest
in and to all building contracts, design drawings and other
contracts pertaining to the magnesium ingot project (the
“Project”);

an assignment of all CVMSB rights, benefits and interest
under insurance undertaken by CVMSB as part of its
operations for the Project;

(vl an assignment over the existing revenue accounts
maintained at Bank Rakyat and monies standing to the
credit of the revenue account in favour of the bank, the
revenue account shall be operated solely by the bank;

{vii)

a first fixed charge/assignment over the retorts of CVMSB;
(viii) an assignment over the insurance policies of the retorts of
CVMSB; and
(iX) any other securities as may be advised by the appointed
legal counsel.

Human resources

As at 31 December 2012, the Group had a total of
approximately 174 employees (2011: 224 employees). Total staff
costs (including Directors’ remuneration) for the financial year
ended 31 December 2012 were approximately HK$20.0 million
(2011: HK$12.4 million) representing approximately 21.0%
(2011: 18.9%) of the Group’s total cost of sales and
administrative expenses. Employees are remunerated based on
their performance, experience and industry practice. Bonuses (if
paid) are rewarded based on individual staff performance and in
accordance with the Group’s overall remuneration policies. The
Group’s management reviewed the remuneration policies and
packages on a regular basis.
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Capital commitments and contingent
liabilities

As at 31 December 2012, the Company has issued corporate
guarantees totalling approximately RM184,600,000 (equivalent
to HK$468,000,000) (2011: RM184,600,000 (equivalent to
HK$452,700,000)) to a bank in respect of bank loan facilities
granted to CVMSB.

The directors of the Company do not consider it probable that a
claim will be made against the Company under the corporate
guarantees. The maximum liability of the Company as at 31
December 2012 under the corporate guarantees issued is
approximately RM172,600,000 (equivalent to approximately
HK$437,494,000) (2011: approximately RM171,300,000
(equivalent to approximately HK$420,000,000)).

In addition, as at 31 December 2012, the Company has issued
a corporate guarantee totalling RM850,000 (equivalent to
HK$2,154,517) (2011: RM850,000 (equivalent to
HK$2,084,048)) to a supplier in respect of the purchase of
liquefied petroleum gas made by CVMSB.

As at 31 December 2012, the Company has issued corporate
guarantees totalling RM763,373 (equivalent to HK$1,934,942)
(2011: RM1,272,026 (equivalent to HK$3,118,783)) for finance
lease creditors in respect of the purchase of motor vehicles and
equipment by CVMSB.

The Company has not recognised any deferred income in
respect of the corporate guarantees as its fair value cannot be
reliably measured and its transaction price was nil for the years
ended 31 December 2012 and 2011.

BEXRERAREE

RZZE——F+=ZA=+—H ' XAFEHCYMSBE
RZBROTEZRBERARTBELRAERAEY
184,600,000 f5 ¥ (48 & 7 468,000,000/ 7t ) (= F
— — 4 : 184,600,000 5 # ( #8 & 452,700,000 %8
JT)) e

AAREERE  TAAIEE AR ERME AR
BERER  ARAR -E——FE+-_A=+—0%
HRARERNEELR4/4A172,600,000 5% (FHE R
#9437,494,000% ) (ZZF——4F : £7171,300,000 55
# (}8E 1 49420,000,000787T)) ©

ih RZE—ZFF+ZA=+—H ' AR2AH%
CVMSBBEE R A MR M — A EEE LA RERE
$850,000 F# (HHE N 2,154,517 B T)(ZT——4F ¢
850,000 5% (AHE 72,084,048 7T)) °

R-ZE——F+=-A=+—H ANARFHCYMSBEE
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The Company is committed to enhancing the corporate
governance and transparency of the Group by applying the
principles in the code provisions of the Code on Corporate
Governance Practices (the “Code”) set out in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”). The Board reviews its corporate governance
practices from time to time in order to meet the rising
expectations of shareholders and comply with increasingly
stringent regulatory requirements and to fulfill its commitment to
maintain a high standard of corporate governance. To the best
knowledge and belief of the Directors, the Company has
complied with the code provisions in the Code during the year
ended 31 December 2012 save as disclosed in this report.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix
10 of the Listing Rules (the “Model Code”) as the code of
practice for carrying out securities transactions by the Directors.
After specific enquiry with all members of the Board, the
Company confirmed that all Directors have fully complied with
the relevant standards stipulated in the Model Code during the
year ended 31 December 2012.

Chairman and Chief Executive Officer

Under the code provision A.2.1 of the Code, the roles of the
Chairman of the Company and Chief Executive Officer of the
Company should be separate and performed by different
individuals.

The positions of the Chairman and the Group Chief Executive
Officer are held by separate individuals with a view to maintain
an effective segregation of duties between the management of
the Board and the day-to-day management of the Group’s
business and operations. One of the important roles of the
Chairman is to provide leadership to the Board to ensure that
the Board always acts in the best interests of the Group. The
Chairman shall ensure that the Board works effectively and fully
discharges its responsibilities, and that all key issues are
discussed by the Board in a timely manner. All Directors have
been consulted about any matters proposed for inclusion in the
agenda. With the support of the Group Chief Executive Officer
and the company secretary of the Company (the “Company
Secretary”), the Chairman seeks to ensure that all directors are
properly briefed on issues arising at any board meeting and have
received adequate and reliable information in a timely manner.
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Board of Directors

The Board currently comprises eight Directors, five of whom are
Executive Directors and three of whom are Independent Non-
executive Directors.

Composition of the Board:
Executive Directors:

Name Other positions in the Company

Mr. Ji Kuang Executive Chairman

Mr. Lim Ooi Hong Vice Chairman
Chairman of the Nomination Committee
Member of the Remuneration Committee

Mr. Leung Wai Kwan  Group Chief Executive Officer

Mr. Liang Hai Yang —
Mr. Li Zi Cong —
Independent Non-executive Directors:

Name Other positions in the Company

Ms. Wong Choi Kay Chairperson of the Audit Committee

Chairperson of the Remuneration
Committee

Member of the Nomination Committee

Member of the Audit Committee
Member of the Remuneration Committee
Member of the Nomination Committee

Mr. Chong Lee Chang

Mr. Tony Tan Member of the Audit Committee

The composition of the Board is reviewed regularly to ensure
that it has a good balance of expertise, skills and experience
which can meet the requirements of the business of the
Company. The brief biographical details of the Directors are set
out under the section “Directors and Senior Management” on
pages 42 to 47.

During the year, the Directors and the Independent Non-
executive Directors provided the Group with a wide range of
valuable business experience, knowledge and professionalism.
The active participation of the Independent Non-executive
Directors in the Board and committee meetings brought
independent judgement on issues relating to the Group’s
strategy, performance and management process, taking into
account the interests of all shareholders of the Company
(“Shareholders”).
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REEEEKE

Chong Lee Chang %t HEHZEZEEKE
FMEZEEKE
RELZEENKE

Tony Tan %t & EZZEEGKE

RRABERBRTEFTG 2ANK - UEREZENE
RRERBRERTE  LENTEARAZEBRE -
EEVREFHBHENERAEZEITAZ[EERER
EEE] —f-

FR - EERBUNFNTEERAAEERTEZES
MEBER  ABRBEERY BIUFATESER
2HEEENZEEeE  UAKBEZERE KRR
BEERFZEERMBIAE  YERARRZER
ROTEER]) 2 Fg

HREEXERAAT FHo012 27



Corporate Governance Report
EERRE

Responsibilities of the Board:

The Board is responsible for the leadership and control of the
Company. The Board determines the overall strategies, monitors
and controls operating and financial performance, sets
objectives and business development plans and makes key
decisions of the Company. The day-to-day management and
operation are delegated to the Executive Directors and senior
management. The delegated functions are closely supervised by
the Board to ensure effectiveness and compliance with the
Company’s overall strategies. Approval has to be obtained from
the Board prior to any significant transactions entered into by
the senior management.

All directors have full and timely access to all relevant information
in relation to the Company as well as the advices and services of
the Company Secretary, if and when required, with a view to
ensuring that Board procedures and all applicable rules and
regulations are followed.

There are established procedures for directors to seek
independent professional advices for them to discharge their
duties and responsibilities, where appropriate at the Company’s
expense.

For the year ended 31 December 2012, the Company held 5
Board meetings and the attendance record is set out below:

EFGZEM
EERERFUREDALT  BEAAANEER

B BERIEHEERMBERER ATLERREBE
RETBIARFHERZRR - BITESTRANEEEE
BREARAREERZE MESFSETUEERHA
RERTS  MREMEEENARRAME R -
BREREREESSME SR VEMNEARS -

2REFHN 2HSERESM AR R RNEEER -
IANRNEERFERABMERINOER LR - AR
REFERFEABERNRAINRIC ZBET -

ARRRERERT  REFHEHEEBRATHRETR
FMBBEBESKBEYEXER  BRAAAEA

=

BE_ZT——H+_A=1+—BILFE AQAgH
TOREFEER  LFELHEHIIWT

Meeting
attendance/
Number of
Name meetings held
HERE
®E SRETRE
Mr. Ji Kuang (Executive Chairman) (appointed on 7 August 2012) 3/3
MEXE (#M77EE) (R-_ZE——F\B+LBEZT)
Mr. Lim Ooi Hong (Vice Chairman) 5/5
Lim Ooi Hong %&£ 4 (B /%)
Mr. Leung Wai Kwan (Group Chief Executive Officer) 5/5
RUEE ST (FETTRAER)
Mr. Liang Hai Yang (appointed on 7 August 2012) 2/3
2HFEE(RZE——FNALHEZT)
Mr. Li Zi Cong (appointed on 11 September 2012) 2/2
ETREE(R_ZE——FhLA+—HEZD)
Ms. Wong Choi Kay 3/5
Wong Choi Kay Z =+
Mr. Chong Lee Chang 5/5
Chong Lee Chang %t £
Mr. Tony Tan 5/5
Tony Tan 7t 4
Mr. Goh Sin Huat (Executive Chairman) (resigned on 7 August 2012) 2/2

Goh Sin Huat o4 (#1778 ) (R =2 —=—F \At BEHT)

There is no financial, business, family or other material
relationships among members of the Board.
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Regular Board meetings each year are scheduled in advance to
facilitate maximum attendance of Directors. At least 14 days’
notice of a Board meeting is normally given to all Directors who
are given an opportunity to include matters for discussion in the
agenda. The Company Secretary assists the Chairman in
preparing the agenda for meetings and ensures that all
applicable rules and regulations are complied with. The agenda
and the accompanying Board papers are normally sent to all
Directors at least 3 days before the intended date of a regular
Board meeting (and so far as practicable for such other Board
meetings). All minutes are kept by the Company Secretary and
are open for inspection at any reasonable time on reasonable
notice by any Director.

According to current Board practice, if a substantial shareholder
or a Director has a conflict of interest in a matter to be
considered by the Board which the Board has determined to be
material, the matter will be dealt with by the Board at a duly
convened Board meeting. The Articles of Association of the
Company also stipulate that save for the exceptions as provided
therein, a Director shall abstain from voting and not be counted
in the quorum at meetings for approving any contract or
arrangement in which such Director or any of his associates
have a material interest.

Every Director is entitled to have access to Board papers and
related materials and has access to the advice and services of
the Company Secretary. The Board and each Director also have
separate and independent access to the Company’s senior
management. Directors are continuously updated on the major
development of the Listing Rules and other applicable regulatory
requirements to ensure compliance and upkeep of good
corporate governance practices. In addition, in discharging of
Directors’ duties, Directors are allowed to seek independent
professional advice in appropriate circumstances at a reasonable
cost to be borne by the Company.

To comply with the new requirement under the Code in respect
of the responsibilities for performing the corporate governance
duties, the Board is responsible to develop and review the
policies and practices of the Company on corporate governance;
to review and monitor the training and continuous professional
development of directors and senior management; to review and
monitor the policies and practices of the Company on
compliance with legal and regulatory requirements; to develop,
review and monitor the code of conduct applicable to the
directors and employees and to review the Company’s
compliance with the code provisions set out in the Code and
disclosure in the corporate governance report.

ExerHednNBTRARNEFRERE  UEE
ZEFhFEZ CHEFEER RELTER
EELURZBHN UEREHERSIREHNEE
FIAFIE - AR WERD TR RESHAE - AN
REBTBEERRAALRY - ZELEH  ESS
X —RERTEFEENEH (RMATERT » 75
HRAREMEZSER) MELSREXRTEBES -
BESECHEHMARNERT  THEMEENE
HAERBAR  RNMEASEREANEH -

REEFSRTEN  MEIBRRAEFTEEFTEL
TERZEETHEESTERRBEAZNRER
AFHERENEAARCZEFTEERZ LEE - AR
AMERARITRE - BREPAZPISMERSN - &
FARHEZREFTREECABRBALERTERNE
ZEMAHRTH 2@ EHERE - RIS WA
BERZEFERIEEAEA -

AAST H A

BNESHEREHESE XU REBER  YATmA
AMESKEALERS EFeLSESHAUELNR
BUMEBART S RITHRAE - ESHERER
HETMBRAREMBEAEERTZENEREZER
NHERBESETRRFEFLEETAER - o &
EERBITBERN  BECAZEBATSRKEYEES
R EHGEBERBARERE-

REETAETERBITEEEARENIRE &
ZEAAERNEMREHNARRNEEEABERRER |
R REEEERAREEBNFIIMSEERER
B MERARRNBREERBETETEENEE
ME : BIET A REBERRESZREENTRT
A AR ARRREFNE 7RI ERY RIS &
EREAMEMBNBERE
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Independence of the Independent Non-executive Directors:

The Company has received confirmation from each of the
Independent Non-executive Directors regarding his/her
independence pursuant to the requirements of Rule 3.13 of the
Listing Rules. Based on these confirmations, the Board
considers each of the Independent Non-executive Directors to
be independent.

Terms of Non-executive Directors:

Code Provision A.4.1 provides that non-executive directors
should be appointed for a specific term, subject to re-election.
The independent non-executive directors of the Company were
not appointed for a specific term but are subject to retirement by
rotation and re-election at the annual general meetings of the
Company in accordance with the provisions of the
memorandum and articles of association of the Company. As
such, the Company considers that sufficient measures have
been taken to ensure that the Company’s corporate governance
practices are no less exacting than those in the Code.

Directors’ Induction and Continuous

Professional Development

On appointment to the Board, each newly appointed Director
receives a comprehensive induction package covering the
general, statutory and regulatory obligations of being a Director
to ensure that he/she is sufficiently aware of his/her
responsibilities under the Listing Rules and other relevant
regulatory requirements.

The Directors are regularly briefed on the amendments to or
updates on the relevant laws, rules and regulations. In addition,
the Company has been encouraging the Directors and senior
executives to enroll in a wide range of professional development
courses and seminars relating to the Listing Rules, companies
ordinance/act and corporate governance practices organized by
professional bodies. Written materials on new or changes to
salient laws and regulations applicable to the Company were
provided to the Directors.
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According to the records maintained by the Company, the
Directors received the following training with an emphasis on the
roles, functions and duties of a director of a listed company in
compliance with the new requirement of the Code on continuous
professional development during the year:

REARBFEZRE SR #H‘Jfﬁﬁfﬁifﬁiﬁx
RZHRE EFRFAGEIUTEHR/LTA
ExvAt  BRELBE 2

Corporate Governance/
Updates on laws,
rules and regulations

EER BRNER - RARKRHZEH
Notes Readlng materials Attend briefing(s)
liEsd BB A R HEMRE
Executive Directors HITES
Ji Kuang HE 1 v v/
Lim Ooi Hong Lim Ooi Hong v v
Leung Wai Kwan RUEE 4 4
Liang Hai Yang G ¥ 1 v v/
Li Zi Cong TR 2 v
Independent Non-executive Directors B E#{T&E=
Wong Choi Kay Wong Choi Kay v v
Chong Lee Chang Chong Lee Chang v v
Tony Tan Tony Tan v v
Notes: P& -
1. Appointed on 7 August 2012. 1. RZT——F\AtBEZE-
2. Appointed on 11 September 2012. 2. REZB——FNA+—BEZE-
Directors and Officers’ Liabilities Insurance EZERSHRAESERE

Appropriate insurance covers on directors’ and officers’ liabilities
have been in force to protect the directors and officers of the
Group from their risk exposure arising from the business of the
Group.

Board Committees:

Various Board Committees have been set up to assist the Board
to manage the overall strategies of the Company. These include
the Remuneration Committee, the Nomination Committee and
the Audit Committee.

AEEEREERSMABRIRERZREE ZE
BRE AREAKSEEERERAABRRAEEEY
EEZRER -

EFZHR

g
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Remuneration Committee

The Remuneration Committee comprises three members
namely, Ms. Wong Choi Kay (Independent Non-executive
Director), Mr. Lim Ooi Hong (Vice Chairman) and Mr. Chong Lee
Chang (Independent Non-executive Director). Ms. Wong Choi
Kay acts as the chairperson of the Remuneration Committee.

The role and function of the Remuneration Committee are set
out in its terms of reference which are posted on the websites of
Stock Exchange and the Company. Primary terms include
recommendations to the Board on policy and structure of
remuneration of the Directors and senior management whereby
the Board has the final authority to approve the remuneration of
directors and senior management, determination of the
remuneration packages of each Director and member of the
senior management by reference to corporate goals, ensuring
that no Directors or any of their associates are involved in
deciding their own remuneration packages and objectives and
compensation arrangements relating to dismissal or removal of
Directors. The remuneration package of each Director is
determined by reference to the prevailing market conditions, his
duties and responsibilities to the Company and the Company’s
remuneration policy.

During the year ended 31 December 2012, the Remuneration
Committee had held one Remuneration Committee meeting and
the attendance record is set out below:

FMHEES

B % B & B Wong Chol KayZ £ CEM JEITES) -
Lim Ooi Hong 5& 4 (&= %) & Chong Lee Chang 4t 4
B IEITE S ) = KA B A - Wong Choi Kay &
TREMNEEEERF -

HZE B EmBE RN AR E (KT S0
RARARARR)  TRBEAEERSREREH
MR R ZHFREESRHEZE(BUHEETSHGHIE
EXNSREREEHFMNREEN)  2E0XARE
EREENSRERABNFINGE  EREEES
AREEMBEAT2RBEFARFHOFHMETERE K
AR ERBRARREENRERY - SEZZ2H M
FRIDRBERTR - EEAS VAR E R R & B
BURARBZHMBERMETE °

E-T——F+TA=1T—HILFE FWEES
RRT-AHMEESSE  HERSEHINT

Meeting attendance/

Name Number of meeting(s) held
"5 HERE, EFRTRH
Ms. Wong Choi Kay (Chairperson) Wong Choi Kay Z + (£ /%) 11
Mr. Goh Sin Huat (resigned as member Goh Sin Huat 5t &

on 7 August 2012) (R=—Z——FN\AtHEIKE) 11
Mr. Lim Ooi Hong (appointed as member Lim Ooi Hong %t 4

on 7 August 2012) (RZZ—=—FNAtBEZTAKE) 0/0
Mr. Chong Lee Chang Chong Lee Chang %t 4 11

During the year under review, the Remuneration Committee had
considered and recommended the remuneration package of the
newly appointed Directors, Mr. Ji Kuang, Mr. Liang Hai Yang
and Mr. Li Zi Cong to the Board for approval. The Remuneration
Committee had also reviewed the remuneration of the Board
during the year ended 31 December 2012, and, having taken
into consideration of the current situation of the economy and
the results of the Group had recommended to the Board that
the monthly salary of Mr. Lim Ooi Hong has been revised to
RM5,000 (equivalent to HK$12,674) with effect from 30 August
2012.
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Pursuant to B.1.5 of the Code, the remuneration of the members
of the senior management by band for the year ended 31
December 2012 is set out below:

BIETAIBASKE BHE-T——F+_-_A=+—H1t
FE SREEABZHWNEESNT

No. of senior

Emolument bands management
HrH BREEARHAE
HK$300,000 to HK$400,000 300,000 /& 7T & 400,000 7T 1
HK$400,001 to HK$500,000 400,001 /& 7T % 500,000 7T 1
HK$600,001 to HK$700,000 600,001 /& 7T % 700,000 7T 1

For particulars regarding Directors’ emoluments and the five
highest paid employees as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in note 10 to the
financial statements.

Nomination Committee

The Nomination Committee comprises three members namely,
Mr. Lim Ooi Hong (Vice Chairman), Ms. Wong Choi Kay
(Independent Non-executive Director) and Mr. Chong Lee Chang
(Independent Non- executive Director). Mr. Lim Ooi Hong acts
as the chairman of the Nomination Committee.

The role and function of the Nomination Committee are set out
in its terms of reference which are posted on the websites of the
Stock Exchange and the Company. Primary terms include
review and supervision of the structure, size and composition of
the Board, developing the criteria for identifying and assessing
the qualification of and evaluating candidates for directorship,
making recommendations to the Board on the selection of
nominated directorship and matters related to appointment or
re-appointment of Directors.

Pursuant to the Articles of Association, all Directors appointed to
fill a casual vacancy should be subject to re-election by the
Shareholders at the forthcoming general meeting of the
Company after their appointment, but shall not be taken into
account in determining the Directors who are to retire by rotation
at such meeting. In addition, at each annual general meeting of
the Company, one-third of the Directors shall retire from office
by rotation (but will be eligible for re-election) such that all
Directors should be subject to retirement by rotation at least
once every three years.

Mr. Leung Wai Kwan (Group Chief Executive Officer), Ms. Wong
Choi Kay (Independent Non-executive Director) and Mr. Chong
Lee Chang (Independent Non-executive Director) shall retire by
rotation, and being eligible, have offered themselves for re-
election at the forthcoming annual general meeting pursuant to
the Articles of Association and the Code.

RIBELETRAMEI6ETREZESTMEURTER
D H R B BB B S HRRMIE 10 0

REZES

R4 % B € fLim Ooi Hong %t 4 (&I £ & ) ~ Wong
Choi Kay Z + (7 JEE77E =) K Chong Lee Chang
St (BN IEHITES) =B B4/ ° Lim Ooi Hong
FERIBRZEEER -

REZBEMNBE LBV LRERE (AT ER 5
RFARARRHEY)  T2RERN REEEEENR
B ABRMAEK - HIRTER R EREESERNIR
BARPBEEEREARZEREFNZEESFTZF
HRAEFSRNER -

REZRRAN  BREEABRREERZMBESTAR
BZERNARREERRAE LBERRER
PHAARZARARERERENESTLZERN - I 1B
RABZRRBFAREG L ZH 2 —NEFARER
TUEAEEEE)  BMBESRIB=FRERE

N
e
IN©

RIBERBAIRTR] - RERFLE(EETHRAR)
Wong Choi Kay 22 & (¥ 37 3E#177E % ) K& Chong Lee
Chang st (B IEMITER) BARERTE - BEREE
IEWFE R A EE IR BF R e EEREE o
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The Nomination Committee follows a set of procedures when
recommending candidates for the directorship. The primary
criteria of selecting a candidate include assessing the:

— integrity, objectivity, and intelligence of the person, with
reputations for sound judgement and open mind, and a
demonstrated capacity for thoughtful group decision-
making;

— qualification and career experience; and
— understanding of the Company and its Group mission.

When a candidate is proposed for a directorship, he or she shall
be evaluated on the basis of the criteria set out in the procedures
mentioned above. Selection of the suitable candidate is based
on a majority vote. Each committee member will be asked to
express his or her view before voting. After the voting, the
Chairman will present the proposal of the Nomination Committee
to the Board.

During the year ended 31 December 2012, the Nomination
Committee had held one Nomination Committee meeting and
the attendance record is set out below:

REZECHEEBEFREAFSERMERF -
BIREANTIERERRBFEATEA

—  ZALREBEGFHBIE - BB T
B RS IFLRETOHE AR AT RE R A KEE
Ef’ﬁﬁﬂ%ﬁﬂﬁ@?&%

- BREIEER: R

-  TEBARRRAEEED
EREEREAER SR EMREFASEENE A
BRERZBRZBBELABEREA - RER - 8%

BeRBARRER RER IFESAEFSER
RERBEMNES -

E-_H+-_A=+—HILFE RELZEE

HEZ
BRI REZBgER  LFECHEHIIMT

Meeting attendance/

Name Number of meeting(s) held
& HERY, EFRITRH
Mr. Lim Ooi Hong (appointed as Chairman Lim Ooi Hong e 4 (M= ZE— =4

on 7 August 2012) NAEAEZERERF) 0/0
Mr. Goh Sin Huat (resigned as Chairman Goh Sin Huat e £ (R =F—=%F

on 7 August 2012) NAEBETERE) 11
Ms. Wong Choi Kay Wong Choi Kay 2 &= 1/1
Mr. Chong Lee Chang Chong Lee Chang %t £ 11

During the year under review, the Nomination Committee had
considered and recommended the appointment of (i) Mr. Ji
Kuang as the Executive Chairman; (i) Mr. Lim Ooi Hong as the
Vice Chairman, Chairman of the Nomination Committee and
member of the Remuneration Committee (i) Mr. Leung Wai
Kwan as the Group Chief Executive Officer; (iv) Mr. Liang Hai
Yang as the Executive Director; (v) Mr. Li Zi Cong as the
Executive Director; (vi) Ms. Wong Choi Kay as the Chairperson
of the Remuneration Committee, and the resignation of Mr. Goh
Sin Huat as the Executive Chairman, the Chairman of the
Nomination Committee and member of the Remuneration
Committee to the Board for approval.
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Audit Committee

The Audit Committee, comprising three members namely, Ms.
Wong Choi Kay (Chairperson and Independent Non-executive
Director), Mr. Chong Lee Chang (Independent Non-executive
Director) and Mr. Tony Tan (Independent Non-executive
Director), has reviewed the accounting principles and practices
adopted by the Group and has discussed and reviewed the
internal controls and financial reporting matters, including the
review of the financial results of the Group for the year ended 31
December 2012, with the management of the Company.

The role and function of the Audit Committee are set out in its
terms of reference which are posted on the websites of Stock
Exchange and the Company. Primary terms include:

On external audit:

° make recommendations to the Board on the appointment,
re-appointment and removal of the external auditor and
approve the remuneration and terms of engagement of the
external auditor;

o review and monitor the external auditor’s independence as
well as the objectives and effectiveness of the audit
process in accordance with applicable standards;

° discuss with the external auditor before the audit
commences, the nature and scope of the audit and
reporting obligations and ensure co-ordination where more
than one audit firm is involved; and

° develop and implement policy on the engagement of the
external auditor to provide non-audit services.

On annual financial results:

° monitor integrity of the interim and annual financial
statements and interim and annual reports and accounts,
and review significant financial reporting judgements
contained therein before submission to the Board;

° review the Group’s financial and accounting policies and
practices;

° review external auditor’'s management letter, any material
queries raised by the auditor to the management in
respect of accounting records, financial accounts or
system of control and management response; and

° consider any significant or unusual items that are, or may
need to be, reflected in the interim and annual reports and
accounts and give due consideration to any matters that
have been raised by the Group.

EREEY

=5 B Wong Choi Kay Z 4= (EfEFH B IEHNTE
%) » Chong Lee Chang %t 4 (B 3E7TE ) & Tony
Tan e A (BUIFRTER) ERKNBEREZESELE
BAEERMANGTRARIED  WERAQARER
B mkga ABEERMBREEE  BEEMEE
EEBE-T-——HF+-_FA=+—-BHItFENIKE
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i e

ERZBENBE BN EREGE (R T BN
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IEE
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On internal control and risk management:

° review the Group’s financial controls and its internal control
and risk management systems;

° discuss with management the system of internal control
and ensure that management has discharged its duty to
have an effective internal control system including the
adequacy of resources, qualifications and experience of
staff of the Group’s accounting and financial reporting
function, and its training programmes and budget;

° consider any findings of major investigation of internal
control matters as delegated by the Board or on its own
initiative and management’s responses thereto;

° ensure co-ordination between the internal and external
auditors and that the internal audit function is adequately
resourced and has appropriate standing within the Group;
and

° report to the Board on the matters raised in the Code.

The Company cancelled the quarterly results for the year ended
31 December 2012 thus the Audit Committee did not meet four
times a year according to its terms of reference. During the year
ended 31 December 2012, the Audit Committee had held two
Audit Committee meetings and the attendance record is set out
below:

AEBEAFER mRETE -

. % 5 N £ [ Y BA R BE A LA K () R BS 4 B L B
R

o HEEEMNWANMEERAS THEFEREEECE
TRE  BRERNAMERERS BRAELGR
WER  AREAREF RUBRRABNER
NMEBARBEEIRERMEER

s ERAMEEFENZRATBHWAANIER
FEMNERFHENERALE TR EHERE FE

o BHEANMEINEZEEN MR AE - RN
ERITRERRER  AEAEEEBEE TN
P2

s MEFEHREATEENEER-

HRARAFBEREEE —T——F+-_A=1+—8
IFENZFEESE  MEREZE W EREBESE
—FRONRGH HE-ZT——-F+-_A=+—H
IHFE ERZEYRITMAEZZEEEHE 1
FEREgHIMT

Meeting attendance/

Name Number of meetings held
A HERE, EFRITRH
Ms. Wong Choi Kay (Chairperson) Wong Choi Kay %2+ (£ &) 1/2
Mr. Chong Lee Chang Chong Lee Chang 5t 4 2/2
Mr. Tony Tan Tony Tan %t 4 2/2

As summarised below, the Audit Committee had considered,
reviewed and/or discussed:

1. the auditing and financial reporting matters;

2. the continuing connected transactions of the Group;

3.  the re-appointment of Baker Tilly Hong Kong Limited as
the Company’s external auditors for the financial year

ended 31 December 2012;

4, the revision of the terms of reference of the Audit
Committee and make recommendation to the Board;
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5. the interim and annual financial results;

6. the report on the Group’s internal audit and audit activity
status prepared by independent professional parties; and

7. the appointment of an independent internal auditor
including the terms of engagement.

In addition, the Audit Committee had reviewed, discussed and
approved the annual results of the Group for the year ended 31
December 2012.

Auditors’ remuneration

For the year ended 31 December 2012, the fees for audit
services rendered by Messrs. Baker Tilly Hong Kong Limited
were as follows:

Auditors Fees ('000)

Messrs. Baker Tilly Hong Kong Limited HK$991

No remuneration was paid to Messrs. Baker Tilly Hong Kong
Limited for provision of non-audited related services as Messrs.
Baker Tilly Hong Kong Limited did not provide such services to
the Company.

Internal Control

The Board acknowledges its responsibility for maintaining a
sound and effective internal control system for the Company to
safeguard investments of the Shareholders and assets of the
Company at all times.

The Board has conducted a review of the effectiveness of the
system of internal control of the Group in 2012. The Board has
not taken a different view from that of the Audit Committee
regarding the selection, resignation or dismissal of the external
auditors.

Internal Control System

The system of internal control aims to help achieve the
Company’s business objectives, safeguard assets and maintain
proper accounting records for the provision of reliable financial
information. The system is designed to provide reasonable, but
not absolute assurance against material misstatement in the
financial statements or loss of assets and to manage rather than
eliminate risks of failure when business objectives are being
sought.
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The following are the key processes which the Board has
adopted in reviewing the adequacy and integrity of the system of
internal control for the Company:

° Monitoring mechanisms and management style

There are periodic meetings of the Board attended by the
Directors. The Board Committees and the management of
the Company represent the main platform by which the
Company’s performance and conduct are monitored. The
daily operations of business are entrusted to the Executive
Chairman, the Group Chief Executive Officer and the
management team. Under the purview of the Executive
Chairman and the Group Chief Executive Officer, the
respective heads of each operating department of the
Company are empowered with the responsibility to
manage their respective operations.

The Board is responsible for setting the business direction
and for overseeing the conduct of the Company’s
operations with the aid of the various Board Committees.

° Enterprise risk management framework

The Board recognises that an effective risk management
framework will allow the Company to identify, evaluate and
manage risks that affect the achievement of the
Company’s business objectives within defined risk
parameters in a timely and effective manner.

Through scheduled periodic meetings, the Board will
identify the risks affecting the Company and evaluates the
effectiveness of the existing controls to determine whether
any mitigation action plans need to be formulated
accordingly. The Company'’s risk management framework
is progressively being built up as the operations of the
Smelter are rammed up.

Internal audit:

The Company’s internal audit function is outsourced to a
professional internal audit service provider and this ensures that
the outsourced internal auditor is independent and has no
involvement in the operations of the Company. The outsourced
internal auditor which is responsible for the review and appraisal
on the effectiveness of risk management, internal control and
corporate governance processes in the Company, reports
directly to the Audit Committee.
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The Audit Committee has full and direct access to the
outsourced internal auditor, reviews the reports on all audits
performed and monitors the audit performance. The Audit
Committee also reviews the adequacy of the scope, functions,
competency and resources of the outsourced internal audit
functions.

The outsourced internal auditor will carry out internal audits
on various operating units within the Company based on the
audit plan approved by the Audit Committee. Based on these
audits, the outsourced internal auditor will provide the Audit
Committee with periodic reports highlighting observations,
recommendations and management action plans to improve
the system of internal control.

Weaknesses in the system of internal control that result in
material losses:

There were no material losses incurred during the current
financial year as a result of weaknesses in internal control. The
management will continue to take adequate measures to
strengthen the control environment in which the Company
operates.

The improvement of the system of internal control is an on-going
process and the Board maintains an on-going commitment to
strengthening the Company’s control environment and
processes.

Directors’ Responsibility for the Financial

Statements

Each of the Directors understands and acknowledges his or her
responsibility for the preparation and the true and fair
presentation of the financial statements in accordance with the
Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants and the Hong
Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are
reasonable in the circumstances.

The Directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
ability of the Company to continue as a going concern. The
statement of auditors about their reporting responsibilities on the
financial statements is set out in the Independent Auditor’s
Report.
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Communication with Shareholders

The Board recognises the importance of good communication
with Shareholders. Information in relation to the Group is
disseminated to Shareholders in a timely manner through a
number of formal channels, which include interim and annual
reports, announcements and circulars. Such published
documents together with the latest corporate information and
news are also made available on the website of the Company.

The Company’s Annual General Meeting (“AGM”) is a valuable
forum for the Board to communicate directly with the
Shareholders. The Executive Chairman actively participates at
the AGM and personally chairs the meeting to answer any
question to ensure effective communication with the
Shareholders. The chairman of the Audit Committee,
Remuneration Committee and Nomination Committee or in their
absence, another member of the respective committees or
failing that their respective duly appointed delegate, are also
available to answer questions at the AGM. The chairman of any
independent board committee formed as necessary or pursuant
to the Listing Rules (or if no such chairman is appointed, at least
a member of the independent board committee) will also be
available to answer questions at any general meeting of the
Shareholders to approve a connected transaction or any other
transaction that is subject to independent Shareholders’
approval.

Separate resolutions are proposed at the general meetings for
each substantial issue, including the re-election of retiring
Directors.

The notice to Shareholders is to be sent in the case of an AGM
at least 20 clear business days before the meeting and to be
sent at least 10 clear business days before the meeting in the
case of all other general meetings. An explanation of the detailed
procedures of conducting a poll is provided to the Shareholders
at the commencement of the meeting. The Executive Chairman
answers questions from Shareholders regarding voting by way
of a poll. The poll results are published in the manner prescribed
under the requirements of the Listing Rules.
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Shareholders’ Right
Procedures for Shareholders to Convene

an Extraordinary General Meeting

Pursuant to Section 113 of the Companies Ordinance (Chapter
32 of the Laws of Hong Kong), the Shareholder(s) holding not
less than one-twentieth of the paid-up capital of the Company
may request the Board to convene an extraordinary general
meeting. The related requisition must state the objects of the
meeting, must be signed by the Shareholder(s) who requested
to convene the meeting and deposited at the registered office of
the Company.

Procedures for Directing Shareholders’

Enquiries to the Board

Shareholders and other stakeholders may send their enquiries
and concerns to the Board in writing whose contact details are
as follows:

Suite 5103A, 51st Floor,

Central Plaza, 18 Harbour Road,
Wanchai, Hong Kong

Facsimile: (852) 2598 0188

Email: marketing@cvmmagnesium.com

Shareholders may also make enquiries with the Board at the
general meetings of the Company.

Procedures for Shareholders to Put

Forward Proposals at a General Meeting

In relation to a resolution relating to other matters in a general
meeting, Shareholders are requested to follow the requirements
and procedures as set out in Section 115A of the Companies
Ordinance, whichever is applicable.
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Executive Directors

Mr. Ji Kuang

Mr. Ji Kuang (“Mr. Ji”), aged 52, Chinese, is an Executive
Director and the Chairman of the Board of Directors (the
“Board”) of the Company. He graduated from Nanjing University
of Chinese Medicine with a Bachelor Degree of Chinese
medicine in 1989. Mr. Ji has 20 years of experience in corporate
management, property development, construction management
and marketing. He was the chief manager of Federation of
Returned Overseas Chinese Industry and Trade Group in Wuxi
County and Federation of Returned Overseas Chinese Real
Estate Development Company Limited in Wuxi City during the
period from 1992 to 1999. He was then promoted to be the
chairman of Federation of Returned Overseas Chinese Real
Estate Development Company Limited in Wuxi City during the
period from April 1999 to November 2009. He is the current
chairman of the Wuxi Yuqgi Datang Real Estate Company Ltd..
Mr. Ji is also the chairman of presidium of World Chinese-
Overseas-Trade Union General Attestation (“WCUGA”) and a
minister of the investment department of WCUGA. WCUGA was
founded in 1986, which unites Chinese elites and Oversea-
Chinese.

Mr. Lim Ooi Hong

Mr. Lim Ooi Hong (“Mr. Lim”), aged 36, Malaysian, is an
Executive Director, Vice Chairman and the Chairman of the
Nomination Committee of the Company. Mr. Lim graduated
from RMIT University with a Bachelor’ Degree in Business
(Business Administration) in 1998. Mr. Lim’s contribution to the
development of the Company began from inception, as he was
a member of the task force established in February 2004 to
develop the magnesium business.

Prior to joining the Company, Mr. Lim was involved in special
projects relating to the exploration and processing of zircon and
kaolin, both non-ferrous metals, in Kalimantan, Indonesia and a
tin mining project in Bentong, Pahang, Malaysia. Mr. Lim was
appointed as managing director and chief executive officer of Ho
Wah Genting Berhad (“HWGB”) on 30 August 2012, a public
limited company incorporated under Malaysian law in Malaysia
and listed on the Main Market of Bursa Malaysia Securities
Berhad (“Bursa Malaysia”), a substantial shareholder of the
Company.
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Mr. Leung Wai Kwan

Mr. Leung Wai Kwan (“Mr. Leung”), aged 49, Chinese, is an
Executive Director, Group Chief Executive Officer and Authorised
Representative of the Company. Mr. Leung has been the Vice
President, Business Development (Asia) of the Company since 1
March 2010. He continues in a business development role for
the Company.

Mr. Leung holds a Bachelor Degree of Business Administration
in Finance from The Queen’s University of Brighton, United
States of America (“USA”). Prior to joining the Company in
March 2010, he was a principal of a local audit firm and
the managing director of a consulting firm providing services
of secretarial, taxation and corporate finance consultancy.
Mr. Leung was an executive director of two companies listed on
the Main Board of the Stock Exchange for more than 7 years
until 2004 and 2005 respectively, and has extensive experience
in merger and acquisition activities, financial management and
corporate compliance.

Mr. Liang Hai Yang

Mr. Liang Hai Yang (“Mr. Liang”), aged 50, Chinese, is an
Executive Director of the Company. He graduated from Rochville
University in USA with a Degree of Doctor of Business
Administration in 1998. He was the vice chief manager of
Tiancheng Group Haihong Company during the period of 1993
to 1995 and the vice chairman and chief executive officer of
America Times East Media Group during the period of 1998 to
2001. Mr. Liang is the founder, president and chief editor of the
magazine of World Chinese Elites since 2000. He is also the
founder of Art Monograph and Art Manager. Mr. Liang is the
Ambassador of Global Peace Culture of United Nations and the
executive chairman and secretary of WCUGA.

Mr. Li Zi Cong

Mr Li Zi Cong (“Mr. Li"), aged 57, Chinese, is an Executive
Director of the Company. He has more than 20 years experience
in marketing, strategic management and business operation in
mainland China. Mr. Li has been holding various senior
management positions in a number of corporations. Prior to
joining the Company, Mr. Li has been working for Wuxi Yuqi
Datang Real Estate Company Ltd. as project manager since
2011.
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Independent Non-executive Directors

Ms. Wong Choi Kay

Ms. Wong Choi Kay (“Ms. Wong”), aged 46, Malaysian, has
been an Independent Non-executive Director of the Company
since 27 December 2007, the Chairperson of the Audit
Committee and Remuneration Committee of the Company since
14 October 2008 and 30 March 2012 respectively. Ms. Wong
obtained her Bachelor of Arts Degree from Queen’s University,
Kingston, Canada in 1988. She is a member of the Institute of
Chartered Accountants of British Columbia, the Institute of
Internal Auditors, a certified fraud examiner of the Association of
Certified Fraud Examiners, Texas, USA and a member of the
Institute of Corporate Directors, Corporate Governance College,
Sauder School of Business and University of British Columbia,
Canada.

Ms. Wong has more than 20 years of experience in forensic
accounting, organisational design and development and
Sarbanes-Oxley financial control reviews. Ms. Wong has
provided consulting services to a number of mining companies,
principally in the areas of corporate governance and due
diligence. Some of the companies she has advised included
Energy Metals Corporation, a uranium exploration company
which is listed on Nasdaqg and the Toronto Stock Exchange
(“TSX”), Peregrine Diamonds Ltd which is also listed on the TSX
and Peregrine Metals Ltd which is engaged in gold and copper
exploration.

Prior to joining the Company, from 1990 to 1995, Ms. Wong
was a senior associate and an internal control specialist at
PricewaterhouseCoopers where she advised on various internal
control or other specialized engagements for clients involved in
mining businesses, including Teck-Cominco (zinc, metallurgical
coal, gold, copper and specialty metals; listed on TSX and the
New York Stock Exchange), and KAP Resources Ltd. Ms. Wong
has also been an independent non-executive director of
Nagacorp Ltd. (Stock Code: 3918) a company listed on the
Stock Exchange from February 2005 to May 2009.

After leaving PricewaterhouseCoopers, Ms. Wong also worked
for the Imperial Parking Group, Great Canadian Gaming
Corporation, Vancouver International Airport Authority, Workers
Compensation Board of British Columbia and the Royal
Canadian Mounted Police. Additionally, Ms. Wong has consulted
with a number of resource companies such as Oromin
Explorations Ltd., Strathmore Minerals Corp., Yukon Zinc
Corporation, Madison Minerals Ltd., Entrée Gold, Golden
Predator Mines Inc. and Crosshair Explorations & Mining Corp.
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Mr. Chong Lee Chang

Mr. Chong Lee Chang (“Mr. Chong”), aged 54, Malaysian, has
been an Independent Non-executive Director of the Company
since 27 December 2007. He graduated with a BA (honours)
degree in law from the Manchester Metropolitan University in
1982. He was admitted to the Honourable Society of Lincoln’s
Inn, London, in 1982 and was enrolled as a Barrister-at-Law in
1983. In 1984, he was admitted as an advocate and solicitor of
the High Court of Malaya and is currently holding a legal
practising certificate to practise law in Malaysia. Mr. Chong has
more than 26 years of experience in legal practice in Malaysia.

Mr. Chong is the founding and senior partner of a Kuala Lumpur
based law firm, Messrs. LC Chong & Co. His legal experience
has included advising various companies from Asia and United
Kingdom, including steel millers from China. He has served as
an executive director of Antah Holdings Berhad (a public
company listed on the Main Market of Bursa Malaysia) from
June 2000 to October 2001 and also held directorship in
Permanis Sdn. Bhd., the Malaysian franchise holder and bottler
of Pepsi-Cola and Seven- Up. He was a director of Midwest
Corporation Limited since May 2005, a company listed on the
Australian Stock Exchange, whose main businesses are mining,
exploring and processing iron ore. He resigned from Midwest
Corporation in February 2009 after the company was wholly
acquired by a Chinese company and delisted from the Australian
Stock Exchange. On 25 June 2010, Mr. Chong was appointed
as an independent non-executive director of Agritrade
Resources Limited (Stock Code: 1131), a company listed on the
Main Board of the Stock Exchange. Mr. Chong was appointed
as an independent non-executive director of EITA Resources
Berhad, a public company listed on Bursa Malaysia on 9 April
2012.

Mr. Chong was a non-executive director of Bingo Group
Holdings Limited (Stock Code: 8220), a company listed on the
GEM board of the Stock Exchange and was subsequently
redesignated as an executive director with effect from 14
February 2013.

Mr. Chong is also the managing director of Guangxi Xin Wei
Hotel Management Co., Ltd (B ZEEE TR AR A 7)), a
private foreign investment company in the PRC which owns the
Nanning Marriott Hotel (R 225 & 5B 5).
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Mr. Tony Tan

Mr. Tony Tan (“Mr. Tan”), aged 62, Malaysian, has been
appointed as an Independent Non-executive Director and a
member of the audit committee of the Company since 1 June
2011. Mr. Tan graduated from the University of Tasmania,
Australia with a Bachelor of Arts Degree majoring in Political
Science and Administration and then read law at Lincoln’s Inn
England. He was called to the English Bar in July 1979. Mr. Tan
was called to the Malaysian Bar in 1980 and is now an advocate
and solicitor of the High Court of Malaya. He is the founding
partner of the legal firm, Messrs N.K. Tan & Rahim. He has 32
years of experience in commercial law and is well-versed in
conveyancing, litigation and general law.

Mr. Tan was an Independent Non-executive Director and the
chairman of the Board of the Company from 9 November 2007
until 1 September 2010. He also served as the chairman of the
nomination committee, chairman of the remuneration committee
and member of the audit committee of the Company until his
resignation from the Board on 1 September 2010.

Mr. Tan has served first as a non-executive director and then as
an executive director of Antah Holdings Berhad, a public
company listed on the Main Market of the Bursa Malaysia from
14 July 1999 until 30 August 2001.

Mr. Tan was also an independent non-executive director of
HWGB from 4 July 2001 until 12 December 2007. He was re-
appointed as an independent non-executive director to the
board of HWGB on 1 September 2010 and resumed the
position of chairman on the same date. He was re-designated
as deputy chairman with effect from 10 January 2011. He is also
a member of the audit committee, the chairman of nomination
and remuneration committees of HWGB. He was re-designated
as chairman of HWGB on 14 June 2011 and resigned all his
positions in HWGB on 30 August 2012.

He is also an independent non-executive director of APFT
Berhad, a public company listed on the Main Market of the
Bursa Malaysia since 6 December 2010. He was appointed as a
member of the audit committee and chairman of the nomination
committee of APFT Berhad on 15 December 2010.

Mr. Tan was appointed as an independent non-executive
director of Connectcounty Holdings Berhad, a public company
listed on the ACE Market of Bursa Malaysia on 1 November
2011 and also as a member of its Audit Committee on 18
November 2011.
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Senior Management

Mr. Wong Keet Loy

Mr. Wong Keet Loy (“Mr. Wong”), aged 48, Malaysian, Chief
Financial Officer, joined the Company since March 2010. He is a
Fellow member of the Association of Chartered Certified
Accountants, United Kingdom and a Chartered Accountant of
the Malaysian Institute of Accountants. He holds a Diploma in
Commerce (Financial Accounting).

He has over 20 years of experience in finance, corporate
finance, banking and accounting in various industries.

Prior to joining the Company, Mr. Wong was the Chief Financial
Officer of a USA owned timber plantation and manufacturing
company. He has also been a Group Financial Controller in an
engineering company as well as in a property development
company during the course of his career. Both these companies
are listed on the Main Board of Bursa Malaysia.
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The Directors hereby present their report together with the
audited financial statements of the Group for the year ended 31
December 2012.

Principal Activities

The Company acts as an investment holding company. The
principal activities of its subsidiaries are set out in note 17 to the
financial statements.

Results and Appropriations
The results of the Group for the year ended 31 December 2012
are set out in the consolidated income statement on page 66.

Final Dividends
The Board did not recommend the payment of any dividend in
respect of the year ended 31 December 2012 (2011: Nil).

Property, Plant and Equipment

Additions to property, plant and equipment of the Group for the
year ended 31 December 2012 amounted to HK$6,876,160
(2011: HK$79,017,621).

Details of the movements in property, plant and equipment of
the Group during the year are set out in note 13 to the financial
statements.

Share Capital
Details of the movements in share capital of the Company during
the year are set out in note 30(b) to the financial statements.

Interest Capitalised
No interest on bank loans have been capitalised for the year
ended 31 December 2012 (2011: Nil).

Reserves

Details of the movements in reserves of the Group and the
Company during the year are set out in the consolidated
statement of changes in equity and note 30(a) to the financial
statements respectively.

Distributable Reserves

Distributable reserves of the Company as at 31 December 2012,
calculated under section 79B of the Hong Kong Companies
Ordinance, were represented by accumulated losses of
HK$950,725,908 (2011: HK$500,788,592).
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Directors
The Directors during the year and up to the date of this report
are:

Executive Directors
Mr. Ji Kuang (Executive Chairman)

(appointed on 7 August 2012)
Mr. Lim Ooi Hong (Vice Chairman)
Mr. Leung Wai Kwan (Group Chief Executive Officer)
Mr. Liang Hai Yang (appointed on 7 August 2012)
Mr. Li Zi Cong (appointed on 11 September 2012)
Mr. Goh Sin Huat (resigned on 7 August 2012)

Independent Non-executive Directors
Ms. Wong Choi Kay

Mr. Chong Lee Chang

Mr. Tony Tan

The biographical details of the Directors are set out under the
section “Directors and Senior Management” of this Annual
Report.

In accordance with Article 104(A) of the Articles of Association,
Mr. Leung Wai Kwan, Ms. Wong Choi Kay and Mr. Chong Lee
Chang shall retire by rotation and being eligible, have offered
themselves for re-election at the forthcoming annual general
meeting.

Directors’ Service Contracts

None of the Directors has any existing or proposed service
contract with the Company or its subsidiaries which is not
determinable by the employing company within one year without
payment of compensation, other than statutory compensation.

Directors’ and Controlling Shareholder’s

Interests in Contracts

Save as disclosed under the headings “Continuing Connected
Transactions” in the Report of the Directors and “Material
Related Party Transactions” in note 37 to the financial
statements, no Directors or controlling shareholder of the
Company or their respective subsidiaries had a material interest,
either directly or indirectly, in any contract of significance to the
business of the Group and to which the Company, its
subsidiaries, its fellow subsidiaries or its holding company was a
party, subsisted at the end of the year or at any time during the
year.

Directors’ Interests in Competing Business
Up to the date of this report, none of the Directors have any
beneficial interest in other businesses which constitute, either
directly or indirectly, a competing business of the Group.

=S
RAFERBEARE AHNESNT ¢

HTES

RE L& (BITERE)
(RZZ—=—FNAEBEZEMT)

Lim Ooi Hong %t 4 (B /&)

P E S (EETIHAAE)

P E(RZE——FE N\ AL BERE)

EFEE(R-T——FNA+—BEEE)

Goh Sin Huat £ 4 (R=ZF—=—F N A+ AET)

BYkHTES
Wong Choi Kay 22 &
Chong Lee Chang %t 4
Tony Tan %4

EEMEEFBENAF R EERSRERE |4 -

RIEE R AR FE104A) & - R#EE %4 - Wong Chol
Kay %z £ F Chong Lee Chang ft £ B EE T - A
BERUBEAEERRAF KNS LEEEF -

EERBELN
BEEEREANRNENERRRIT BB LIEM
RENAR—FANMIEEEOCEERERIN MR LLEZ
RIEEHX

EERERBRRREVES

BREFSRS [HEWERS | —HRIFBRRME
JTERMESIRS | —EHMEEESN  BEARRE
ERERBRRIFEEEENOMBRARNARE - £
BLR - RRAMEBARRERABERIN R
M ER AR EE A EAREBRFRIFRERA
BENAERNEHTEERREEEEEAER -

EENHFEBHES
BEAREEY ESHENEMBASRERF XK
B RGBSR A T B

HREEXERAAT FHo012 49



Report of the Directors
EEERE

Controlling Shareholder

HWGB, the largest shareholder of the Company, has ceased to
be the controlling shareholder under the definition of the Listing
Rules during the year ended 31 December 2012. In view thereof,
HWGB’s annual confirmation of its compliance with the non-
competition undertaking was not required.

Employees and Remuneration Policies

As at 31 December 2012, the Group had a total of
approximately 174 employees (2011: 215 employees). Total staff
costs (including Directors’ emoluments), incurred for the year
ended 31 December 2012 amounted to approximately HK$20.0
million (2011: HK$12.4 million). Remuneration packages of the
Directors are recommended by the Remuneration Committee
and approved by the Board. Employee remuneration will be
determined by the management with reference to the
performance, experience and industry practice.

Share Option Scheme

The Company has a share option scheme (the “Scheme”) which
was adopted on 14 October 2008. The purpose of the Scheme
is to attract and retain the best quality personnel for the
development of the Company’s businesses; to provide additional
incentives to the employees; to provide eligible participants with
the opportunity to acquire proprietary interests in the Company;
and to promote the long term financial success of the Company
by aligning the interests of grantees to the Shareholders. Under
the Scheme, the Board shall be entitled at any time (except for
the period as defined under the Listing Rules whereby price
sensitive event or a price sensitive matter has been the subject
of a decision) within 10 years commencing on the date of
adoption of the Scheme to make an offer for the grant of an
option to any employee (including any officer or director, whether
executive or non-executive, of the Company or its subsidiaries),
and any consultant, adviser, supplier, customer or subcontractor
of the Company or any other person determined by the Board
as appropriate.
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The shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the
Scheme and any other schemes must not exceed 10% of the
shares of the Company in issue from time to time. The maximum
number of shares available for issue under options which may
be granted under the Scheme and any other schemes of the
Company must not in aggregate exceed 10% of the issued
shares of the Company, being 536,061,706 shares. The total
number of shares of the Company issued and to be issued upon
exercise of options (whether exercised or outstanding) in any 12-
month period granted to each grantee must not exceed 1% of
the shares of the Company in issue, such further grant shall be
subject to separate approval by the Shareholders in general
meeting with the relevant grantee and his associates abstaining
from voting.

The subscription price in respect of any particular option shall be
such price as the Board may in its absolute discretion determine
at the time of grant of the relevant option but the subscription
price shall not be less than whichever is the higher of (i) the
closing price of the shares of the Company as stated in the
Stock Exchange’s daily quotations sheet on the date of grant; (ii)
the average closing prices of the shares of the Company as
stated in the Stock Exchange’s daily quotations sheets for the
five business days immediately preceding the date of grant; and
(i) the nominal value of a share of the Company. An offer shall
remain open for acceptance for a period of 28 days from the
date of offer (or such longer period as the Board may specify in
writing). HK$1.00 is payable by the grantee to the Company on
acceptance of the offer of the option. The period within which
the shares of the Company must be taken up under an option
shall be determined by the Board in its absolute discretion at the
time of grant, but such period must not exceed 10 years from
the date of grant of the relevant option.

For the year ended 31 December 2012, no option has been
granted or agreed to be granted under the Scheme.
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Interests and Short Position of Directors or
Chief Executive of the Company in the
Shares or Underlying Shares or Debentures
of the Company and Its Associated
Corporations

As at 31 December 2012, the interests and short positions of
the Directors or Chief Executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporation (within the meaning of the Securities and
Futures Ordinance (the “SFQ”)), as recorded in the register
required to be kept by the Company pursuant to Section 352 of
the SFO or otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code were as follows:

Long positions in the shares:

RRAESHEETRAERAATRHEME
BEE R - HEROIES 2 BHm KA

B

RZE——F+ZA=+—H ' ARAESZIZ=STT
BABRARB RERABEE (TERLESRPEED
(IBHERBAEGRN])) 2BG5 - HEARGRESFTHES
RIEBH M EIENE 526N REBEHARRTFE
2 & MR sk AR IR IR AE ST RIZB NS AN A B KRB X A
ZREESRARWNT

Bip 287 -

Nature of interest

EEME Total Approximate
Beneficial Interest of number of percentage of
owner spouse shares shareholding Note
Name of director EEHE BREEA [T ROEE BREAEIE Wi
Leung Wai Kwan RUEE 2,900,000 13,298,000 16,198,000 0.32% —
Li Zi Cong FTFIE 215,000,000 - 215,000,000 4.28% 1
Note: B 5E
1. Mr. Li Zi Cong, being an Executive Director, has 215,000,000 shares of the 1. WTEETTRALEEA BB EZEAREAQAF

Company through a controlled corporation.

At no time during the year ended 31 December 2012 was the
Company or its subsidiaries a party to any arrangement to
enable the Directors and the Chief Executive Officer of the
Company (including their spouse and children under 18 years of
age) to acquire benefits by an acquisition of shares or underlying
shares in, or debentures of the Company or its subsidiaries.
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Interests and Short Position in the Shares FERRAROGREERG 2EmRKXE
and Underlying Shares of Substantial
Shareholders
As at 31 December 2012, so far as is known to any Directors or RZE—Z—F+=_A=+—H0 BAQAFEMESK
the Chief Executive of the Company, the Shareholders, other &®TTHABMA @ KRR (TRIEAQAFESHEETT
than the Directors or the Chief Executive of the Company, who A B) RARTRM SBEROHEERIEZ S KAE
had an interest or short positions in the shares or the underlying  1&71% 336 67 E AR SR A A BT E 2 F e
shares of the Company, as recorded in the register required to @ MKB T :
be kept by the Company pursuant to Section 336 of the SFO
were as follows:
Number of
shares  Approximate
directly or percentage of
Name =4 indirectly held  shareholding Note
HiESREE BREQ
BFENRGEE Aotk B EE
Voice Key Group Limited Voice Key Group Limited 744,764,507 14.85% 1
Chu Yuk Lung KARE 744,764,507 14.85% 2
HWGB HWGB 744,150,000 14.84% 3
Silver Rhythm Sdn. Bhd. Silver Rhythm Sdn. Bhd. 502,047,188 10.01% 4
Teoh Tek Siong Teoh Tek Siong 507,047,188 10.11% 5
Tao Qian [ E 400,000,000 7.97% -
Cheung Hei Man R X 398,698,603 7.95% -
Jui Hong Cheong e 398,698,603 7.95% -
Notes: PREE
1. As at 31 December 2012, Voice Key Group Limited (“Voice Key”) holds 1. WZZ——_F+=H=+—H  Voice Key Group Limited([ Voice

2,603 Shares and HK$93,840,000 convertible bonds of the Company.
Pursuant to the announcement of the Company dated 12 January 2012,
the Company will issue an aggregate of 847,936,507 new Shares to Voice
Key if there is an immediate exercise in full of the conversion rights attached
to the Voice Key’s convertible bonds. Voice Key will only convert the
convertible bonds issued by the Company, in a manner that will (i) not
upset the public float of Shares on the Stock Exchange; (ii) not result in
change of the single largest shareholder of the Company upon any
conversion of the convertible bonds; (i) not trigger any general offer
obligation under Rule 26 of the Takeovers Code. Such conversion will not
result in a change of the control of the Company.

Chu Yuk Lung owns 100% interest in the issued capital of Voice Key and is
therefore deemed to be interested in the Shares and underlying shares in
which Voice Key Group Limited is interested in.

Ho Wah Genting Berhad (“‘HWGB?”) is a public company limited by shares
incorporated under Malaysian law in Malaysia and listed on the Main Market
of Bursa Malaysia Securities Berhad.

Silver Rhythm Sdn. Bhd. is a private company limited by shares
incorporated under Malaysian law in Malaysia.
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Voice Key Group Limited BT 3% 1) & ABREA% (5 2 #E2s ©

3. Ho Wah Genting Berhad ([HWGB]) & 7 & 7 75 25 1R 4% 5 26 78
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5. Mr. Teoh Tek Siong owns 99% interest in the issued capital of Silver
Rhythm Sdn. Bhd. and is therefore deemed to be interested in the
502,047,188 Shares held by Silver Rhythm Sdn. Bhd. in the Company. In
addition, Mr. Teoh Tek Siong also holds 5,000,000 Shares.

6. All interests stated above represent long positions.

Purchase, Sale or Redemption of Listed

Securities

For the year ended 31 December 2012, neither the Company
nor its subsidiaries have purchased, sold or redeemed any of
the Company’s listed securities.

Sufficiency of Public Float

The Company has maintained the prescribed minimum amount
of public float from the date of its Listing and up to the latest
practicable date of this Annual Report as required by the Listing
Rules, based on the information that is publicly available to the
Company and within the knowledge of the Directors as at the
latest practicable date prior to the issue of this report.

Major Customers and Suppliers

As at 31 December 2012, the proportion of purchases and sales
from major suppliers and major customers of the Group to the
total purchases and sales, respectively, are as follows:

Purchases

The total purchases from the largest supplier and five largest
suppliers of the Group represent 19.4% and 54.8% of the total
purchases respectively. All transactions between the Group and
its suppliers were conducted on normal commercial terms.

Sales

The total sales from the largest customer and five largest
customers of the Group represent 58.9% and 85.2% of the total
sales value respectively. All transactions between the Group and
its customers were conducted on normal commercial terms.

During the year, to the best of the Directors’ knowledge, none of
the Directors, senior management or their respective associates
or any shareholders of the Company who holds more than 5%
of the issued share capital of the Company had any interest in
the five largest customers or the five largest suppliers of the
Group.

Management Contracts

No contracts concerning the management and administration of
the whole or any substantial part of the business of the
Company were entered into or existed during the year.
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Non-adjusting after the Reporting Period MEHR 2 IFAREE

Event

Placing of Bonds BREES

The Board had on 7 March 2013 appointed placing agent, ZEZF@R_T—=F=A+HEMH HEEFrTHEK

Cheong Lee Securities Limited in relation to the placing of bonds
in the principal amount of up to HK$100.0 million (“Bonds”). The
proceed will be used for the Group’s general working capital.
The principal terms of the Bonds are as follows:

(8  Maximum principal amount: HK$100,000,000.
(b) Interest: 10% per annum payable annually.
(c)  Maturity Date: the 2nd anniversary of the date of first issue.

(d)  Redemption: the Company shall have the right at any time
to redeem at 100% of the principal amount. Any
outstanding Bonds on the Maturity Date shall be redeemed
by the Company at 100% of the principal amount.

Continuing Connected Transactions

Certain related party transactions as disclosed in note 37 to the
financial statements also constituted continuing connected
transactions of the Group within the meaning of the Listing
Rules. These continuing connected transactions which the
Group had entered into with HWGB, Ho Wah Genting Poipet
Resorts Sdn. Bhd. (“HWGP”), HWG Tin Mining Sdn. Bhd.
(*HWGTM”) and Harta Perak Corporation Sdn. Bhd. (“HPC”) in
2012 were for the following purposes:

° Renting of office premises for operations by CVYMSB from
HWGB

° Rental of drilling machines to HWGTM, a subsidiary of
HWGB in which HWGB has 51% equity interest

° On demand purchase of air tickets from HWGP, an
associate of HWGB in which HWGB has 40% equity
interest

° Maintenance fee payment to HPC, a subsidiary of Perak
State Development Corporation which is a shareholder of
the Company for mining of dolomite

Although these transactions were “continuing connected
transactions” as defined in the Listing Rules, all of them were
either in relation to consumer goods or consumer services, or
sharing of administrative services or de minimis transactions
exempted under rules 14A.33(1) to 14A.33(3) of the Listing
Rules from reporting, announcement and independent
Shareholders’ approval requirements.
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The Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules during the
year.

Our Independent Non-executive Directors have reviewed the
continuing connected transactions and are of the view that the
continuing connected transactions have been entered into under
the following circumstances:

(@  inthe ordinary and usual course of business;

(b) on normal commercial terms or on terms no less
favourable to the Group than terms offered to/by
independent third parties; and

(c) in accordance with the relevant agreements governing
those transactions on terms that are fair and reasonable
and in the interest of the Shareholders as a whole.

Auditors

The financial statements for the year ended 31 December 2012
have been audited by Baker Tilly Hong Kong Limited. A
resolution will be submitted at the current AGM of the Company
to re-appoint Baker Tilly Hong Kong Limited as auditors of the
Company.

On behalf of the Board
CVM Minerals Limited
Ji Kuang

Executive Chairman

Kuala Lumpur, Malaysia, 28 March 2013
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Independent Auditor’s Report
By AR RE
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BAKER TILLY
HONG KONG K7 its

Independent auditor’s report to the shareholders of CVM
Minerals Limited
(Incorporated in Hong Kong with limited liability)

We were engaged to audit the consolidated financial statements
of CVM Minerals Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”), set out on pages 66 to
188, which comprise the consolidated and company statements
of financial position as at 31 December 2012, and the
consolidated income statement, the consolidated statement of
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies
and other explanatory information.

Directors’ responsibility 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 Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of the
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made
solely to you, as a body, in accordance with section 141 of the
Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Except for the
inability to obtain sufficient appropriate audit evidence as
explained below, we conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the HKICPA. Those
standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as to
whether the consolidated financial statements are free from
material misstatement. However, because of the matters
described in the basis for disclaimer of opinion paragraphs, we
were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion.
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Basis for disclaimer of opinion

1.

58

Scope Limitation: valuations of
exploration and evaluation assets,
goodwill and property, plant and
equipment and associated

deferred tax liabilities

During the year 2012, the Group has undertaken several
mining or extractive projects in Malaysia, Indonesia and
the People’s Republic of China (the “PRC”). The principal
operations of the Group included: (a) mining of dolomite
and manufacture of magnesium ingots in Malaysia; (b)
exploration for iron ore, coal and manganese in Indonesia;
and (c) extraction and bottling of mineral water in the PRC.
Due to various material fundamental uncertainties faced by
the Group, as disclosed in notes 2(b) and 15 to the
consolidated financial statements, these principal
operations, except for the operation of extraction and
bottling of mineral water, are effectively suspended for
various reasons. At the same time, the extraction and
bottling of mineral water operations are not generating
positive cash flow for the Group as anticipated by the
management of the Company. Included in the
consolidated statement of financial position as at 31
December 2012 are: (a) exploration and evaluation assets
with an aggregate carrying value of HK$359,332,880
(2011: (Restated) HK$363,984,290); (b) goodwill arising
from business combinations with an aggregate carrying
value of HK$111,180,501 (2011: (Restated)
HK$141,622,589); (c) property, plant and equipment with
an aggregate carrying value of HK$505,640,766 (2011:
HK$687,475,722); and (d) deferred tax liabilities
associated with the fair value adjustment on the
exploration and evaluation assets of HK$72,619,757
(2011: (Restated) HK$62,743,028).

As required by Hong Kong Accounting Standard 36
“Impairment of assets” (“‘HKAS 36”) issued by the HKICPA,
at the end of the reporting period, the Group has identified
that there were certain indications of impairment of the
above named assets, and therefore, the Group appointed
an independent valuer, GC Appraisals Services Company
Limited (“GC Appraisals” or “the valuer”) to perform
valuations to assess the recoverable amounts of these
assets as at the end of reporting period. As defined in
HKAS 36, the recoverable amount of an asset is the higher
of its fair value less costs to sell and its value in use. The
valuer was unable to find comparable recent transactions
in similar extractive assets to determine the fair value less
cost to sell of these assets. As an alternative, the valuer
estimated the value in use as the recoverable amount of
these assets. The estimation is prepared using an income-
based approach and is based on the estimated reserves

CVM MINERALS LIMITED Annual Report 2012
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of these extractive sites from a technical report prepared
in 2011 (“Technical Report 2011”) and assumptions as to
the Group’s ability to explore for these mineral resources,
particularly exploration for iron ore, coal and manganese in
Indonesia, and to operate the plant for production of
magnesium ingots in Malaysia. As a result, impairment
losses on (a) exploration and evaluation assets of
HK$166,086,731 (2011: HK$22,656,172); (b) goodwill of
HK$141,622,589 (2011: HK$79,525,907); and (c)
property, plant and equipment, included the interest in
leasehold land, of HK$188,182,602 (2011: HKS$NIl) have
been recognised in the consolidated income statement for
the year.

Taking into consideration that the Group has not incurred
any exploration and evaluation expenditure on these
extractive operations in order to obtain up-to-date
technical data for these extractive operations in the current
year and that the Group does not have sufficient working
capital to finance these extractive operations, we are
unable to assess the reliability of these valuations prepared
for financial reporting purposes. In addition, we consider
that the technical data in the Technical Report 2011 used
to prepare the valuations is not up-to-date and we are
unable to verify the Group’s ability, both financially and
technically, to undertake exploration for or exploitation of
any of the resources under the relevant mining permits and
to operate the plant for production of magnesium ingots in
Malaysia. Accordingly, we are unable to assess whether
the recoverable amount of these assets as at the end of
the reporting period are reliably measured. There are no
alternative audit procedures that we could perform to
satisfy ourselves as to whether the impairment losses
should be recognised in the current year, whether any
further impairment losses should be recognised on these
assets and whether the carrying amounts of the
exploration and evaluation assets, goodwill and property,
plant and equipment and associated deferred tax liabilities
are free from material misstatement. Any adjustments
found to be necessary in respect thereof, had we obtained
sufficient appropriate audit evidence, would have had a
consequential effect on the net assets of the group and on
its loss for the current year.
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Scope Limitation: valuations of
exploration and evaluation assets,
goodwill and associated deferred tax

liabilities in business combinations

As disclosed in note 32(a), the Group acquired a 51%
equity interest in Step Pacific Development Limited and its
subsidiaries (“Step Pacific Group”) on 19 April 2011.
Because of lack of sufficient information to complete the
initial accounting in the year ended 31 December 2011,
the Group has completed the initial accounting for this
business combination in 2012. Exploration and evaluation
assets with a fair value as at acquisition date of
HK$279,610,200, goodwill of HK$141,622,589, non-
controlling interests of HK$115,283,002 and deferred tax
liabilities associated with the fair value adjustment on the
exploration and evaluation assets of HK$46,093,957 were
restated and recognised in this business combination.

As disclosed in note 32(b), the Group acquired a 51%
equity interest in Victory Dragon Holdings Limited and its
subsidiaries (“Victory Dragon Group”) on 18 April 2012. In
the year 2012, the Group has completed the initial
accounting for this business combination. Exploration and
evaluation assets with a fair value as at acquisition date of
HK$161,763,000, goodwill of HK$111,180,501 and
deferred tax liabilities associated with the fair value
adjustment on the exploration and evaluation assets of
HK$40,440,750 are recognised in this business
combination.

The Group appointed independent valuers, Norton
Appraisals Limited and GC Appraisals, to perform
valuations to assess the fair value as at the acquisition
date of exploration and evaluation assets owned and
operated by Step Pacific Group and Victory Dragon
Group, respectively. These valuers estimated the fair
values of these assets using an income-based approach
based on the estimated reserves of those mines located in
Indonesia from the Technical Report 2011 and the water
well located in the PRC from a technical report prepared in
2003 (“Technical Report 2003”) and assumptions as to the
Group’s ability to undertake the exploration for and
exploitation of these natural resources.

CVM MINERALS LIMITED Annual Report 2012

ERHEERS  XHSHPRRKTE
BE BEBEURERECHERBENMG
(=l

B2 TR EEER T ——FN
A+ LB Uk i Step Pacific Development Limited
T ELFff B8 A B ([ Step Pacific 2 @ |) #951% & HE ©
mR BEEEREE—Z——F+=-A=1+—8
LEFERE THERTRIPSFHIE - &
EEER=T—ZFENLAEBAEFNTS
S IE - RIEE B SRNBRERTEEEN AT
{E279,610,200 % 7T + 7 £ 141,622,589/ 7T
FEYEAR 25 115,283,002 78 7T & B B IR K ;P &
ERXTEAERBENELETIES &46,093,957
BB LEY] - WL ETEA FFR TR ©

BANKIES2(0) AT R - BEER T ——FY
A+ N NBKEEEEER DA REKEBER A
([EEEEDHs1%KkiE BEEER=F
—ZEFERIFEBFE VIR TIE - RIKEE
H ERgY 8h#R & 57 h & EE /Y A F1E 161,763,000 748
JC - R 111,180,501 A T M BN R M ET A B E
N EFEE R I8 8 (540,440,750 %
TTERILEB S H R -

EEEDZABYGEMERERTEERAD
7] )2 GC Appraisals * LA Bl 5k Step Pacific & &
R EEEMERREENMRLIEEER
Wi B ERR A AT E o (SERD IR A E
L WIRIE =T —— F R EFELIRENE
HREILEGRHE R = RENEMR
HE(ZZZ=FRMWmE ) ArEa A B K
FEbEtFEARRE ESEEEHBHREKE
BEERAERNAETHELEEENLAT
o



Independent Auditor’s Report
By AR RE

Taking into consideration that the Group has not incurred
any exploration and evaluation expenditure on these
extractive operations in order to obtain up-to-date
technical data for these extractive operations in the current
year and that the Group does not have sufficient working
capital to finance these extractive operations, we are
unable to assess the reliability of these valuations prepared
for financial reporting purposes. In addition, we consider
that the technical data in the Technical Report 2011 and
the Technical Report 2003 used to prepare the valuations
are not up-to-date and we are unable to verify the Group’s
ability, both financially and technically, to undertake
exploration for or exploitation of any resources under the
relevant mining permits. Accordingly, we are unable to
assess whether the fair values as at the acquisition dates
and at the reporting year end 2012 and the restated
balances in respect of Step Pacific Group in 2011 are
measured reliably in accordance with the requirements of
Hong Kong Financial Reporting Standard 3 (Revised)
“Business Combinations” issued by the HKICPA. There
are no alternative audit procedures that we could perform
to satisfy ourselves as to whether the recognition of these
exploration and evaluation assets, goodwill and associated
deferred tax are free from material misstatement. Any
adjustments found to be necessary in respect thereof, had
we obtained sufficient appropriate audit evidence, would
have had a consequential effect on the net assets of the
group and on its loss for the current year.

Scope Limitation: incomplete records
for the mineral water extraction and

bottling operations

As disclosed in note 32(b) to the consolidated financial
statements, the Group has acquired, through the business
combination of Victory Dragon Group in 2012, an
operation for the extraction and bottling of mineral water in
the PRC. Certain books and records relating to the
acquisition of the mineral water operations were
incomplete or missing and the inventory costing system
was not able to generate reliable information for financial
reporting purposes. We are unable to obtain sufficient
audit evidence on:

(@)  Turnover and trade receivables
The Group has reported revenue from sales of
bottled mineral water amounting to HK$2,148,220
(2011: HK$NIl) during the period since its acquisition
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(b)

and trade receivables of HK$461,356 (2011: HKSNil)
as at the end of the reporting period. We are unable
to obtain sufficient delivery notes and trade
receivables settlement records to verify the sales
during the period since its acquisition and the
respective trade receivables balances as at 31
December 2012.

Cost of inventories sold and inventories

The Group has recognised cost of inventories
amounting to HK$2,002,755 (2011: HK$NIil) during
the period since its acquisition and has inventory
balances of HK$755,415 (2011: HK$NIl) as at the
end of the reporting period. Inventories are stated at
the lower of cost and net realisable value. Cost is
calculated using a weighted average cost formula
and comprises all costs of purchase, costs of
conversion and other direct costs incurred in
bringing the inventories to their location and
condition. However, we are unable to verify the
weighted average cost formula because the
inventory cost system used by the Group for this
operation is unable to generate reliable data to
enable us to verify the calculations of the closing
balances of these inventories and the respective
cost of inventories sold for the year.

We are unable to perform alternative audit
procedures to satisfy ourselves as to whether the
turnover and cost of inventories sold recognised
during the period since its acquisition are fairly
accounted for and the closing balances of trade
receivables and inventories are fairly stated. Any
adjustments found to be necessary in respect
thereof, had we obtained sufficient appropriate audit
evidence, would have had a consequential effect on
the net assets of the Group and on its loss for the
current year.
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Scope Limitation: material fundamental
uncertainties relating to the going
concern basis of presentation of

consolidated financial statements

As disclosed in note 2(b) to the consolidated financial
statements, the Group and the Company has encountered
a number of circumstances giving rise to material
fundamental uncertainties. The Group and the Company
are principally sustained in their daily operations by bank
loans, unsecured loans, convertible bonds and placing of
shares. The Group and the Company are pursuing certain
finance measures set out in note 2(b) to the consolidated
financial statements, and therefore, the directors of the
Company have prepared the consolidated financial
statements on a going concern basis. However, we are
unable to obtain sufficient audit evidence for us to assess
the validity of the going concern assumption which
depends on the continuing financial support of the Group’s
bankers and creditors and the Group’s ability to generate
adequate working capital in future. The existence of these
material fundamental uncertainties casts significant doubt
on the Group’s and the Company’s ability to continue as a
going concern.

Should the going concern assumption be inappropriate,
adjustments may have to be made to reflect a realisation
basis which includes, where appropriate, writing down the
Group’s and the Company’s assets to net realisation
value, and providing for any contractual commitments that
become effective at the end of the reporting period. In
addition, the Group and the Company may have to provide
for further liabilities that might arise, and to reclassify non-
current assets and non-current liabilities as current assets
and current liabilities respectively.
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5. Scope Limitation: valuation and
impairment assessment of the
Company’s investments in subsidiaries

and amounts due from subsidiaries
Included in the Company’s statement of financial position
are gross investments in subsidiaries of HK$457,898,800
(2011: (Restated) HK$457,821,136), amounts due from
subsidiaries of HK$592,133,807 (2011: HK$343,068,999)
and an impairment provision of HK$840,699,394 (2011:
HK$432,829,859) respectively. As required by HKAS 36
issued by the HKICPA, at the end of the reporting period,
the Company should assess whether there are any
indications of impairment on the carrying amounts of these
balances. As reported in the basis for disclaimer of
opinion, there are material fundamental uncertainties that
may affect our ability to assess the validity of the going
concern assumption and operations of these subsidiaries.
We are unable to satisfy ourselves as to whether any
further impairment losses should be recognised on these
balances and whether the carrying amounts of investments
in subsidiaries and amounts due from these subsidiaries
are fairly stated at the end of the reporting period. Any
adjustments found to be necessary in respect thereof, had
we obtained sufficient appropriate audit evidence, would
have had a consequential effect on the net assets of the
Group and on its loss for the current year.

Disclaimer of opinion

Because of the significance of the matters described in the basis
for disclaimer of opinion paragraphs, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion. Accordingly, we do not express an opinion on
the consolidated financial statements as to whether they give a
true and fair view of the state of affairs of the Company and the
Group as at 31 December 2012 and of the Group’s loss and
cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards. In all other respects, in our
opinion the consolidated financial statements have been
prepared in accordance with the Hong Kong Companies
Ordinance.
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Report on matters under sections 141(4)
and 141(6) of the Hong Kong Companies
Ordinance

In respect alone of the inability to obtain sufficient appropriate
audit evidence on the multiple matters described in paragraphs
from 1 to 5 above:

— we have not obtained all the information and explanations
that we considered necessary for the purpose of our audit;
and

— we were unable to determine whether proper books and
records had been kept.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong

Fok Wai Ming

Practising certificate number PO3902

19 April 2013
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Consolidated Income Statement ~——— =~
= pwa D = gy,
mellER
For the financial year ended 31 December 2012 #HZE_—T— 4+ - H=+—HIFHKFEZF
(Expressed in Hong Kong dollars) (A& T 31/{E)
2012 2011
—E-—F %
Notes HK$ HKS$
F5E BT BT
(Restated)
(g E5)
Turnover = 4 14,531,302 11,185,489
Cost of sales SHE A (54,684,477) (28,357,777)
Gross loss EE51E (40,153,175) (17,172,288)
Other revenue H A WA 5 845,749 338,407
Other net gains H s 558 6 5,732,730 7,331,987
Selling and distribution expenses HE RS HEFAX (94,312) (367,243)
Administrative expenses 1TERFAX (40,728,294) (37,315,107)
Loss from operations KREEE (74,397,302) (47,184,244)
Finance costs B R AN 7(@) (82,414,094) (62,561,975)
Other operating expenses = 7(c) (538,333,695)  (103,101,725)
Loss before taxation BRFE AT E 12 7 (695,145,091)  (212,847,944)
Income tax credit FTiSfiik & 8 30,564,021 =
Loss for the year FREE (664,581,070)  (212,847,944)
Attributable to: BUR ARG
Owners of the Company ZIN/NEIEZ =N (593,133,228)  (207,377,657)
Non-controlling interests FEPEAR (71,447,842) (5,470,287)
Loss for the year FREE (664,581,070) (212,847,944)
Loss per share BREE 11
Basic and diluted AR EE (13.74 cents{li)  (6.32 centsfll)

The notes on pages 75 to 188 form part of the consolidated

financial statements.
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Consolidated Statement of Comprehensive Income =~ < =<~ s~ -~
For the financial year ended 31 December 2012 #Z —ZF— —4+ - A=+—HIFFIHFEZE
(Expressed in Hong Kong dollars) (A& T 51/{&)
2012 2011
—E-—F —T—%
HK$ HK$
BT BT
(Restated)
(&&=351)
Loss for the year FREE (664,581,070)  (212,847,944)
Other comprehensive income/(loss) for SREME2EKE (EE)
the year
Exchange differences on translation of BEGING B A R B RER
financial statements of overseas EHER  HBRTHIE
subsidiaries, net of nil tax 12,475,530 (10,974,854)
Total comprehensive loss for the year FREMEEBERE (652,105,540) (223,822,798)
Attributable to: U AL -
Owners of the Company VIN/NETEZ 2 =N (580,942,887)  (218,597,002)
Non-controlling interests e AR fE A (71,162,653) (5,225,796)
Total comprehensive loss for the year FATEEELE (652,105,540) (223,822,798)

The notes on pages 75 to 188 form part of the consolidated
financial statements.
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Consolidated Statement of Financial Position ~ <=~ ;;
S A b > <
e BEARRE
At 31 December 2012 R-ZE——4¢+=-F=+—H
(Expressed in Hong Kong dollars) (A& T 31/{E)
2012 2011 2010
—E-ZF —T——F —T-%F
Notes HKS$ HKS HK$
it BT BT o
(Restated) (Restated)
(& E5) (& E5)
Non-current assets FREBEE
Property, plant and equipment ER ST 13(a)
— Property, plant and equipment — W% BEIEKE 495,555,018 673,894,736 636,628,871
— Interest in leasehold land held for — BELEHERE
own use under operating lease EREE R 10,085,748 13,580,986 14,120,778
Goodwil e 14 111,180,501 141,622,589 79,525,907
Exploration and evaluation assets BRERTEE 15 350,332,880 363,984,290 108,052,441
Mining deposit FRge 16 228,125 220,664 227,055
976,382,272 1,193,303,265 838,555,052
Current assets RBEE
Inventories g 18 10,458,201 39,741,240 4,653,186
Trade receivables IR 19 1,975,723 = 8,795,408
Prepayments, deposits and BNTE  Ze Rk
other receivables Hio R 20 11,564,524 26,089,992 67,995,495
Contingent consideration receivable B ARE 21 2,699,019 - -
Pledged deposit EWER 22 14,833 48,338 3,811,658
Cash at bank and in hand BB RAS 1,081,207 28,194,751 44,039,009
27,793,507 94,074,321 129,294,756
Current liabilities RBEE
Trade and other payables BT ER T R A B (50R 23 52,407,776 26,878,722 62,147,931
Obligations under finance leases MEMEAE 24(a) 1,094,496 1,138,117 907,296
Amounts due to related parties [ETBAE AR 25 1,643,743 660,969 1,087,093
Derivative component of convertible bonds AR E 074 2R (D 26 - - 5,421,106
Convertible bonds R ES 26 - - 116,380,749
Bank loans — secured BERRITER 27 434,661,748 419,997,065 399,873,440
Unsecured loans from third parties REEZHERHER 28 100,000,000 100,000,000 =
589,807,763 548,674,873 585,817,615
Net current liabilities REBAETE (562,014,256)  (454,600,552)  (456,522,359)
Total assets less current liabilities BEERRBEE 414,368,016 738,702,713 382,032,193
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Consolidated Statement of Financial Position B s e g
e . //\ = - ~'\5 -
e BB RR &R :
At 31 December 2012 R-—ZE——F+=-HA=+—H
(Expressed in Hong Kong dollars) (A& T 51/{&)
2012 2011 2010
“E-CF —I——F —T-%F
Notes HK$ HK$ HK$
Bt = BT BT BT
(Restated) (Restated)

(&&5) (&=&751)

Non-current liabilities b=
Obligations under finance leases BEREAE 24(a) 1,376,725 2,924,904 3,196,685
Convertible bonds RRES 26 135,040,770 26,159,373 =
Unsecured loan from a third party REF=HEEAER 28 50,000,000 50,000,000 =
Deferred tax liabilities EEHEAE 29 72,619,757 62,743,028 16,649,071
259,037,252 141,827,305 19,845,756

Net assets BETE 155,330,764 596,875,408 362,186,437
Capital and reserves EXRFHE 30
Share capital [ 125,317,014 87,942,014 62,988,889
Reserves @ (112,650,527) 355,021,435 255,891,251
Total equity attributable to owners of AAREEARGERAR

the Company 12,666,487 442,963,449 318,880,140
Non-controling interests R R 142,664,277 153,911,959 43,306,297
Total equity EREHE 155,330,764 596,875,408 362,186,437

Approved and authorised for issue by the board of directors on  &EE&@ N - —=F00 A+ 1L BIERIRERETT -
19 April 2013.

Lim Ooi Hong Leung Wai Kwan
Lim Ooi Hong REE
Director Director
EF EF

The notes on pages 75 to 188 form part of the consolidated % 75 % 188 B FR &[T B4R A& BT 6%k —3H ©
financial statements.
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Statement of Financial Position -~ -
S e
7N /J
At 31 December 2012 R-—ZE——F+=-HA=+—H
(Expressed in Hong Kong dollars) (A& T 31/{E)
2012 2011 2010
—E-CF T4 —T-%F
Notes HK$ HKS HK$
Kok BT BT BT
(Restated)
(#&55)
Non-current assets kREBEE
Property, plant and equipment ME - WENMEE 13() 855,209 957,992 145,847
Investments in subsidiaries KRB ARIRE 17 209,333,213 368,060276 437,032,383
210,188,422 369,018,268 437,178,230
Current assets REEE
Prepayments, deposits and TERRIR - e REM
other receivables FEUR TR I8 20 1,791,523 6,319,323 4,328,727
Pledged deposits BEIRFER - - 3,784,248
Cash at bank and in hand RITRFHRE 378,355 19,640,985 12,912,192
2,169,878 25,960,308 21,025,167
Current liabilities REBEE
Other payables and accrued expenses  E b < 3018 [z E=T A X2 23 15,592,202 7,639,407 2,005,763
Obligations under finance leases RLE S AR TE 24(p) 169,157 163,077 -
Derivative component of convertible AR EHFHNTAE S D
bonds 26 - - 5,421,106
Convertible bonds AR (E S 26 - - 116,380,749
Unsecured loans from third parties REFZFEEFER 28 100,000,000 100,000,000 =
115,761,359 107,802,484 123,807,618
Net current liabilities REBAEFE (113,591,481)  (81,842,176)  (102,782,451)
Total assets less current liabilites #EERRBERE 96,596,941 287,176,092 334,395,779
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Statement of Financial Position \fi>/ -—

B #E iR R

At 31 December 2012 R-—ZE——F+=-HA=+—H
(Expressed in Hong Kong dollars) (A& T 51/{&)

2012 2011 2010
“E-CF —T——F “T-%F
Notes HK$ HK$ HK$
Bzt BT BT BT
(Restated)
(& E5)
Non-current liabilities ERBER
Obligations under finance leases RUE A 24(b) 433,891 603,048 -
Convertible bonds AR (E 5 26 135,040,770 26,159,373 =
Unsecured loan from a third party KEE=HEEHER 28 50,000,000 50,000,000 =
185,474,661 76,762,421 =
Net (liabilities)/assets (Bl BETHE (88,877,720) 210,413,671 334,395,779
Capital and reserves EXR#E 30
Share capital [ 125,317,014 87,942,014 62,988,889
Reserves 1 (214,194,734) 122,471,657 271,406,890
Total (deficit)/equity (B8 SRR (88,877,720) 210,413,671 334,395,779

Approved and authorised for issue by the board of directors on  &EZEHN =ZF—=F 1Y A+ L B #b/E R -
19 April 2013.

Lim Ooi Hong Leung Wai Kwan
Lim Ooi Hong REE
Director Director
EE EF

The notes on pages 75 to 188 form part of the consolidated % 75 % 188 B FR &[T B4R A& BT 6%k —3H ©
financial statements.
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Consolidated Statement of Changes in Equity B e

For the year ended 31 December 2012 #HZE-T——F+-A=+—HIFFE
(Expressed in Hong Kong dollars) (A& T 31/{E)

Attributable to owners of the Company

LN IN 1
Convertible Non-
Share Share  Exchange Capital bond equity Other Accumulated controlling Total
capital  premium reserve reserve reserve reserve losses Total interests equity
TRRES

BA  BBRE EXEE  EARE  BuEE  AtBE  EZEER 48 FERER  RHEE

Notes HKS HKS HK$ HK$ HKS HKS HKS HKS HKS HKS

it BT BT BT BT BT BT BT BT BT BT
(Note (Note (Note (Note (Note
@@ - soda S 0 3
GRRRGERGER ) RGEEORGEX)

At1 January 2010 W-Z-Z£-f-H 45100000 68090412 4941013 - - Q0856027 (29.697,269) 119,390,683 - 119,390,683
(Changes n equity for 2010; “E-SREGEY:

Loss for he year ERER - - - - - - U635 @635Q)  (10312) (46416149
Qther comprehensive income Efh2mhs = - 24397938 - - - - 24397938 (260) 24,397,688
Tota comprehensive loss 2EERES - - 24307938 - - - (4315021 (21917083 (103377) (22,020460)
Acguiston of subsicaries WENELR - - - - - - - - 43400674 43409674
Sharesssued pursuant to RERALENR

ashare placing BIR{R 9,000,000 116,996,696 - - - - - 125,996,696 - 125,996,696
Shares ssued pursuant to RERERETORG

an acquisttion 8,888,880 86,520,955 - - - - - 95400844 - 95400844
At 31 December 2010 W-F-F5+-f=1-H 62,988,889 271,608,063 29,338,951 - - 30856527 (75912.290) 318880,140  43306,297 362,186,437
At1 January 2011 R-F-—F-f-H 62,988,889 271,608,063 29,338,951 - - 086527 (15,912,290 318,880,140 43,306,207 362,186,437
Changes in equity for 2011: “I--GEREY:

Loss for e year ERER - - - - - - QOTSTIEST) ROTATIE)  BATOZ8T) (212847.94)
Other comprehensive loss A 2AEE - - (11219345 - - - - (1219345 244491 (10974,854)
Total comprehensive loss 2EFRGE - - (11,219.345) - - - (07.377,657) 18597.000)  (5,225,796) (223822,798)
Sharesssued pursuant to RERAEERSH

ashare placing HiRf 30b) 8500000 67,082,000 - - - - - 75582000 - 75,582,000
Acquisttion of subsidiaries WEIBAF 320 16328125 231,859,375 - - - - - 248187500 115,283,002 363,470,502
Capital contrioution from FERERE

non-controllng interests - - = = - = = = 548 456 548 456
Warrants issued pursuant to REREEREMEN

the wanant placing HAREE 300) = = - 136313 = = - 136313 - 136313
Exercise of warrants feARER 00 15000 1250000 - 500 = = - 1350000 - 1350000
Equity component of convertile TEREFRESN

bonds 2000) - - - - 16,197,675 - - 16,197,675 - 16,197,675
At31 December 2011 (asrestated)  R=F-——E+2f=1-A

(7)) 87,942,014 571,7199438 18119606 1,338,136 16,197,675 30,866,027 (283.280.047) 442963449 153911959 596,875,408

At January 2012 R-2-—%£-f-

As previously reported BEEH 87,942,014 532,611,938 18072409 1,338,186 16,197,675 30,856,027 (283,289,947) 403,728,752  3B.217,683 441,946,335
Adjustments to fair value of assets BENTESR - 39,187,500 47197 - - - - 30234697 115,694,376 154,929,073
Asrestated e 87942014 571799438  18,119606 1338136 16,197,675 30856527 (283280947) 442963449 153911959 596,875,408
Changes in equity for 2012: “3-EEREY:

Loss for theyear AR - - - - - - ERIBZY FBIB2Y  [IMTHY (664581070
(Other comprehensive income Et2EhE - - 12190341 - - - - 12190341 285180 12475530
Tola comprenensive loss 2ERSE - - 11001 - - - E93133208) BROGIEET)  (71,162659) (652,106,540)
Acquistion of subsicleries WeENB AR 3b) 16500000 42,900,000 = - - - - 59400000 59914971 119,314,971
Sharesssued pursuant to RERAEERS

ashre pcing R B 0&BH0 19831250 - - - - - 4706250 - 4706250
Equity component of convertile TEREFERSH

bonds 26(0) - - - - 50539675 - - 50539675 - 50539675
At 31 December 2012 RZE-E+-f=1-H 125317014 634530688 30309947 1338136 66,737,350 30866527 (876,423175) 12,666,487 142,664,277 155,330,764

The notes on pages 75 to 188 form part of the consolidated %75 % 188 B FF &[T A4r 4 B & HWE — 25
financial statements.
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Consolidated Statement of Cash Flows ~ o~
> == > < S and
For the year ended 31 December 2012 #ZE -—FT— —F+_-A=+—HIFE

(Expressed in Hong Kong dollars) (A& T 51/{&)

2012 2011
—EF-=F ZF—F
Notes HK$ HK$
BisE BT BT
Operating activities mEER
Loss before taxation BB AIE B (695,145,001)  (212,847,944)
Adjustments for: SHEIER !
— Amortisation of exploration and evaluation assets — RN EE RS 7(d) 206,419 207,108
— Amortisation of interest in leasehold land — RELEREREARN
held for own use under operating lease Gt 2 7(d) 147,259 147,753
— Depreciation i 7(d) 26,147,058 24,685,791
— Finance costs — AR 7(a) 82,414,094 62,561,975
— Foreign exchange losses/(gains) - EBRER/ () 2,813,448 (691,815)
— Gain on repayment of convertible bonds — EERRES RS 6 - (6,871,105)
— Impairment on exploration and evaluation assets — R EERE 70 166,086,731 22,656,172
— Impairment on goodwill — HERE 7c) 141,622,589 79,525,907
— Impairment on interest in leasehold land — e iERE 7(c) 3,807,309 -
— Impairment on other receivable and prepayments — Hib el E M IEN R E 7(0) 24,041,442 -
— Impairment on property, plant and equipment — V% BEREERE 7c) 184,375,293 =
— Interest income — FIBYA B (81,490) (338,407)
— Net loss/(gain) on disposal of property, — HMEWE  BEREE
plant and equipment B8,/ (%) 358 6,7(d) 151,844 (63,628)
— Write down of inventories — FEMR 18(b) 645,177 11,534,063
— Write offs: — s
Exploration and evaluation assets HEMGHEBE 7(c) 242,849 919,646
Property, plant and equipment ME - BEREE 7(0) 45,063 -
Inventories FE 7(0) 18,112,419 -
Operating loss before changes in working capital ~&EE$S B CLEE (44,367,587)  (18,564,484)
Decrease/(increase) in inventories BERL/(3Em) 10,739,102 (46,622,117
(Increase)/decrease in trade receivables S MR (35), /R (1,975,723) 8,547,844
Decrease in prepayments, deposits and BRFE - ke REMEKERIERD
other receivables 2,260,464 10,137,317
Decrease in trade and other payables 85 REMERNFIERD (1,869,608) (6,946,199
Decrease in amounts with related parties B RE A ZER (61,510) (395,526)
Cash used in operating activities RELBHARS (35,274,862)  (53,843,161)
Tax paid EBE - =
Net cash used in operating activities REERPHRELFE (35,274,862)  (53,843,161)

EREEXERAT FH2012 73



S

Consolidated Statement of Cash Flows Tt
éﬁ: 1) R e IR ‘
For the year ended 31 December 2012 #HZE_-—ZF——F+_-_A=+—HILFZ
(Expressed in Hong Kong dollars) (A& T 31/{E)
2012 2011
—E--f %%
Notes HK$ HK$
BT BT BT
Investing activities REFXK
Acquisition of subsidiaries, net of cash acquired WEEEB AR (INREAES) 32 (9,973,980)  (10,987,355)
Decrease in pledged deposit EREFOR D 35,139 3,762,548
(Increase)/decrease in advance payment to a contractor  [A]— & EE 2B (3E0),/ 5> (7,422,009) 30,195,364
Decrease in payables for construction in progress ERTRENZERD - (38,860,815
Increase in deposits for purchase of property, BEANE  BEREERSEM
plant and equipment (3,720,176) -
Payment for purchase of property, plant and equipment ~ BEAYIZ « R kBB = (6,876,161)  (79,017,621)
Proceeds from disposal of property, plant and equipment  HEWE - BiE R Z &S ZIE 635,462 153,950
Interest received BUFIE 81,490 338,407
Net cash used in investing activities REX£KEBRARSTE (27,240,235)  (94,415,522)
Financing activities A
Capital element of finance lease rentals paid BARERERESNERSH (1,703,279)  (1,093,751)
Capital injection from non-controlling interests R R E - 548,456
Proceeds from the issue of shares, BITRM TSR (MBREERT)
net of expenses incurred 30(b) 40,706,250 75,582,000
Proceeds from the issue of warrants BITRREZFTETIA 30(c) - 1,363,136
Proceeds from exercise of warrants TR RRIEE TR 30(0) - 1,350,000
Proceeds from new bank loans, net of transaction costs #1417 E F IR T Sk AN BT 15 208 - 45,456,432
Proceeds from finance lease obligations mﬂ‘lﬁﬁfﬁﬁﬁ?ﬁ - 1,177,184
Proceeds from the issue of convertible bonds, BT R ESERIA
net of expenses incurred (HMBEERY) 36,075,000 41,925,000
Proceeds from new unsecured loans EEERENMERE 28 - 50,000,000
Increase/(decrease) in amount due with a related party &t — R E8&E 5 ZBE M, (F2) 1,022,092 (4,651)
Interest on finance lease rentals paid ENRERERLHNFIR (190,337) (257,688)
Interest paid 252 (40,769,756)  (37,929,942)
Repayment of bank loans ERFITER - (30,576,568)
Repayment of convertible bonds BB Rk ES 26(a) - (16,000,000)
Net cash generated from financing activities MEXBMEELFE 35,139,970 131,539,608
Net decrease in cash and cash equivalents BeRBESENRD FE (27,375,127)  (16,719,075)
Cash and cash equivalents at beginning FNRERELEEY
of the year 28,194,751 44,039,009
Effect of foreign exchange rate changes ExggHo2E 261,583 874,817
Cash and cash equivalents at end of the year FRESRBEEEEY 1,081,207 28,194,751

The notes on pages 75 to 188 form part of the consolidated
financial statements.
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Notes to the Consolidated Financial Statements ~ e~

e B R R MY

(Expressed in Hong Kong dollars) (LA T %1/18)

Company Information

CVM Minerals Limited (the “Company”) is a company
incorporated and domiciled in Hong Kong. The address of
its registered office is Suite 5103A, 51/F, Central Plaza, 18
Harbour Road, Wanchai, Hong Kong. The address of its
principal place of business is 3/F., Wisma Ho Wah
Genting, No. 35, Jalan Maharajalela, 50150 Kuala Lumpuir,
Malaysia. The Company’s shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The consolidated financial statements comprise the
Company and its subsidiaries (together referred to as the
“Group”). The principal activity of the Company is
investment holding. The principal activities of its
subsidiaries are set out in Note 17 to the consolidated
financial statements.

Significant Accounting Policies

(a) Statement of compliance
The consolidated financial statements have been
prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs”),
which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”), accounting principles
generally accepted in Hong Kong and the
requirements of the Hong Kong Companies
Ordinance. The consolidated financial statements
also comply with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
The Stock Exchange (“Listing Rules”).

The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the
Group and the Company. Note 3 provides
information on any changes in accounting policies
resulting from initial application of these
developments to the extent that they are relevant to
the Group and the Company for the current and
prior accounting periods reflected in the
consolidated financial statements.

A summary of the significant accounting policies
adopted by the Group and the Company is set out
below.

RAEEHR
ERREERAR(ARAD R —HREHBE
A RERH AR o B EEtit A5
BT EE 185 R IRE S 511E5103AE - E+
ZEFE B A& 3/F., Wisma Ho Wah Genting,
No.35, Jalan Maharajalela, 50150 Kuala Lumpur,
Malaysia ° N A RO ETBHER D ERA
Al ([BE 2R FT ) R ETH ©

REPBRERBREARRRENE AR (G A
KE]) - ARF T ENEREZIER - MEM
BRIz X ERXBHNGE MR

BASHBE

(a) EHIZEHA
GREMEHRRIIBER SIS (H
BEEMAE]) MBEGNEEERE S
BmEER (BT BREER] e
EMEERNERNBTBHBEHRSEEL - &
BEETERRERE BB ARSHRAK
BEARAMEAIBRENGSRRE) FE - 460
BRERMFTABRES EmAR (T EH
RADMBEARESRE -

BAGEAGCHEME T Ha] REIER]
BEMBHREER  ZFEANAEER
ARRAGETHEERERL AT HERER
e MESRMHEMFHAKRE M BHRERT
TR EM St BN ES - MESHTHE
BRAERERRAEERARARAES
MR RIAE &5t IR Z SR E R -

AEERAD AR EA R BT
m -
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Notes to the Consolidated Financial Statements (Continued) ~ =~= -
,/\ N

e R R MR ()

(Expressed in Hong Kong dollars) (LA T 3I1E)

2 Significant Accounting Policies continueq) 2 EBEXEFEXR#)
(b) Basis of preparation of the (b) SREMBHRERNEHREE

76

consolidated financial statements
The consolidated financial statements are presented
in Hong Kong dollars (“HK$”), which is the
Company’s functional currency.

The measurement basis used in the preparation of
the consolidated financial statements is the historical
cost basis.

The preparation of consolidated financial statements
in conformity with HKFRSs requires management to
make judgements, estimates and assumptions that
affect the application of policies and reported
amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are
based on historical experience and various other
factors that are believed to be reasonable under the
circumstances, the results of which form the basis of
making the judgements about carrying values of
assets and liabilities that are not readily apparent
from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current and
future periods.

Judgements made by management in the
application of HKFRSs that have significant effect on
the consolidated financial statements and major
sources of estimation uncertainty are discussed in
Note 38.

CVM MINERALS LIMITED Annual Report 2012
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2 Significant Accounting Policies (continued)
(b) Basis of preparation of the
consolidated financial statements

(continued)

In preparing the consolidated financial statements,
the directors of the Company have given careful
consideration to the future liquidity and performance
of the Group and the Company in light of the fact
that:

()  The Group incurred a loss for the year
attributable to owners of the Company of
HK$593,133,228 (2011: HK$207,377,657) for
the year ended 31 December 2012 and, as of
that date, the Group’s current liabilities
exceeded its current assets by
HK$562,014,256 (2011: (Restated)
HK$454,600,552) and the Company’s current
liabilities exceeded its current assets by
HK$113,591,481 (2011: (Restated)
HK$81,842,176);

(i) At 31 December 2012, the Group has cash at
bank and in hand of HK$1,081,207 which is
insufficient to settle accrued salaries of
HK$1,846,000;

(i) Included in current liabilities in the consolidated
financial statements are unsecured loans from
third parties of HK$100,000,000 (2011:
HK$100,000,000) which are scheduled for
repayment in May 2013;

(iv) A secured bank loan of HK$434,661,748
(2011: HK$419,997,065) will be due
immediately if the Group is unable to fulfill the
covenants set out in the facilities agreement;

(v)  As explained in Note 13(d) to the consolidated
financial statements, the production plant in
Malaysia was suspended during the year
ended 31 December 2012;

(vi)  As detailed in Notes 15(b) and 15(c) to the
consolidated financial statements, there were
no exploration activities conducted in the
current year for iron ore, coal and manganese.
This was because the Group is trying to
reallocate its limited cash resources;
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2 Significant Accounting Policies (continued)

(b) Basis of preparation of the
consolidated financial statements
(continued)

78

(i)

(viil)

As explained in Note 15(b) to the consolidated
financial statements, exploration mining
permits for iron ore and manganese in Aceh,
Indonesia expired in the year. The operations
and future profitability of the Group might be
affected by expiration of the permits; and

As explained in Note 17 to the consolidated
financial statements, the Group lost contact
with the legal representative of PT. Laksbang
Mediatama (“PTLM”) in 2012, PTLM holds a
production operating mining permit for
manganese in Indonesia. This brought to a halt
to the daily operations and mining activities of
PTLM. The operations and future profitability of
the Group might be affected by the lost of
contact with the PTLM’s legal representative.

The directors of the Company have taken the
following actions to mitigate the liquidity issues faced
by the Group and the Company:

(i)

The unsecured loan holders have agreed to
extend the repayment of HK$100,000,000 by
one year to April 2014;

Subsequent to the end of the reporting period,
on 20 March 20183, the Company entered into
a placing agreement with Cheong Lee
Securities Limited in relation to the placing of
bonds in the principal amount of up to
HK$100,000,000 which will be used for the
Group’s general working capital;

As further explained in Note 15(b) to the
consolidated financial statements, the Group
has submitted applications for extensions of
certain expired exploration mining permits. At
the approval date of the consolidated financial
statements, one year extension for the
exploration mining permit for manganese has
been granted; and

CVM MINERALS LIMITED Annual Report 2012
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2 Significant Accounting Policies (continued)

(b)

(c)

Basis of preparation of the
consolidated financial statements

(continued)
(v The Group is seeking investors or strategic
partners for the Group’s projects in Indonesia.

The directors of the Company consider that taking
into account the above, the cash requirements of the
Group for the next twelve months from the end of
the reporting period and the Group’s ability to attain
future profitable operations in its wholly owned
subsidiary, CVM Magnesium Sdn. Bhd. (“CVMSB”)
and indirectly owned subsidiary, #€)!|F+EE1E R AR
A Al (Long Chuan Shen Long Mineral Water Co.,
Limited) (“Long Chuan”) and all existing banking
facilities will be continuously available for the Group’s
use, the Group and the Company will have sufficient
working capital to meet in full their financial
obligations as they fall due for the foreseeable future.
Accordingly, the consolidated financial statements
have been prepared on a going concern basis.

Should the Group be unable to operate as a going
concern, adjustments would have to be made to
write down the value of all assets to their recoverable
amounts, to provide for any further liabilities which
might arise and to reclassify non-current assets and
liabilities as current assets and liabilities, respectively.
The effects of these potential adjustments have not
been reflected in the consolidated financial
statements.

Subsidiaries and non-controlling

interests

Subsidiaries are entities controlled by the Group.
Control exists when the Group has the power,
directly or indirectly, to govern the financial and
operating policies of an entity so as to obtain
benefits from its activities. In assessing control,
potential voting rights that presently are exercisable
are taken into account.
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2 Significant Accounting Policies (continued)

80

(c) Subsidiaries and non-controlling

interests (continued)

Investments in subsidiaries are consolidated into the
consolidated financial statements from the date that
control commences until the date that control
ceases. Intra-group balances and transactions and
any unrealised profits arising from intra-group
transactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has
not agreed any additional terms with the holders of
those interests which would result in the Group as a
whole having a contractual obligation in respect of
those interests that meets the definition of a financial
liability. For each business combination, the Group
can elect to measure any non-controlling interests
either at fair value or at their proportionate share of
the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to the
owners of the Company. Non-controlling interests in
the results of the Group are presented on the face of
the consolidated income statement and the
consolidated statement of comprehensive income as
an allocation of the total profit or loss and total
comprehensive income for the year between non-
controlling interests and the owners of the Company.

Changes in the Group’s interests in subsidiaries that
do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made
to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the
change in relative interests, but no adjustments are
made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in
that subsidiary, with a resulting gain or loss being
recognised in profit or loss.

CVM MINERALS LIMITED Annual Report 2012
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2 Significant Accounting Policies (continued) 2
(c) Subsidiaries and non-controlling (c)

interests (continued)
In the Company’s statement of financial position, an

RARBHNPFBAHREKT - HERRIKRE

investment in a subsidiary is stated at cost less T2 PR A FOBR R B s 18 (5B 5 2()Gii) ) 1) B o
impairment losses (see Note 2(i)(iii).

(d) Business combination (d) ¥K&6f
Acquisitions of businesses are accounted for using W B RREE L EES - 56 6HAT
the acquisition method. The consideration ERNREDERAERAEEEEEER

transferred in a business combination is measured at
fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to the
former owners of the acquiree and the equity
interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.

At the acquisition date, the acquiree’s identifiable
assets, liabilities and contingent liabilities that meet
the conditions for recognition under HKFRS 3
(revised 2008), Business combinations, are
recognised at their fair values, except that:

° deferred tax assets or liabilities and liabilities or
assets related to employee benefit
arrangements are recognised and measured in
accordance with HKAS 12, Income Taxes and
HKAS 19, Employee Benefits respectively;

° liabilities or equity instruments related to the
replacement by the Group of an acquiree’s
share-based payment awards are measured in
accordance with HKFRS 2, Shared-based
payment; and

o assets (or disposal groups) that are classified
as held for sale in accordance with HKFRS 5,
Non-current assets held for sale and
discontinued operations are measured in
accordance with that standard.
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2 Significant Accounting Policies (continued)

82

(d) Business combination (continued)

If the initial accounting for a business combination is
incomplete by the end of the reporting period in
which the combination occurs, the Group reports in
its financial statements provisional amounts for the
items for which the accounting is incomplete. During
the measurement period, the Group retrospectively
adjusts the provisional amounts recognised at the
acquisition date to reflect new information obtained
about facts and circumstances that existed as of the
acquisition date and, if known, would have affected
the measurement of the amounts recognised as of
that date. During the measurement period, the
Group also recognises additional assets or liabilities
if new information is obtained about facts and
circumstances that existed as of the acquisition date
and, if known, would have resulted in the recognition
of those assets and liabilities as of that date. The
measurement period ends when the Group receives
the information it was seeking about facts and
circumstances that existed as of the acquisition date
or learns that more information is not obtainable.
However, the measurement period shall not exceed
one year from the acquisition date.

The measurement period is the period after the
acquisition date during which the Group may adjust
the provisional amounts recognised for a business
combination. The measurement period provides the
Group with a reasonable time to obtain the
information necessary to identify and measure the
following as of the acquisition date:

(@ the identifiable assets acquired, liabilities
assumed and any non-controlling interest in
the acquiree;

(b)  the consideration transferred for the acquiree
(or the other amount used in measuring

goodwill); and

(c) the resulting goodwill or gain on a bargain
purchase.

CVM MINERALS LIMITED Annual Report 2012
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2 Significant Accounting Policies (continued)
(d) Business combination (continued)

During the measurement period, the Group
recognises adjustments to the provisional amounts
as if the accounting for the business combination
had been completed at the acquisition date. Thus,
the Group will revise the comparative information for
prior periods presented in financial statements as
needed, including making any change in
depreciation, amortisation or other income effects
recognised in completing the initial accounting.

Where the consideration the Group transfers in a
business combination includes assets or liabilities
resulting from a contingent consideration
arrangement, the contingent consideration is
measured at its acquisition-date fair value and
considered as part of the consideration transferred
in a business combination. Changes in the fair value
of the contingent consideration that qualify as
measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments
being made against goodwill or gain on bargain
purchase. Measurement period adjustments are
adjustments that arise from additional information
obtained during the measurement period about facts
and circumstances that existed as of the acquisition
date. Measurement period does not exceed one
year from the acquisition date.

The subsequent accounting for changes in the fair
value of the contingent consideration that do not
qualify as measurement period adjustments depends
on how the contingent consideration is classified.
Contingent consideration that is classified as equity
is not re-measured at subsequent reporting dates
and its subsequent settlement is accounted for
within equity. Contingent consideration that is
classified as an asset or a liability is re-measured at
subsequent reporting dates in accordance with
HKAS 39, Financial instruments: Recognition and
measurement, or HKAS 37, Provisions, contingent
liabilities and contingent assets, as appropriate, with
the corresponding gain or loss being recognised in
profit or loss.
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2 Significant Accounting Policies (continued)
(d) Business combination (continued)

84

(e)

(f)

Non-controlling interests may be initially measured
either at fair value or at the non-controlling interests’
proportionate share of the fair value of the acquiree’s
identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis.

Goodwill

Goodwill represents the excess of

()  the aggregate of the fair value of the
consideration transferred, the amount of any
non-controlling interest in the acquiree and the
fair value of the Group’s previously held equity
interest in the acquiree; over

(i)  the net fair value of the acquiree’s identifiable
assets and liabilities measured as at the
acquisition date.

When (ii) is greater than (i), then this excess is
recognised immediately in profit or loss as a gain on
a bargain purchase.

Goodwill is stated at cost less accumulated
impairment losses. Goodwill arising on a business
combination is allocated to each cash-generating
unit, or groups of cash-generating units, that is
expected to benefit from the synergies of the
combination and is tested annually for impairment
(see Note 2(i)iii)).

Property, plant and equipment
Property, plant and equipment are stated at cost
less accumulated depreciation and impairment
losses (see Note 2(i)iii)).

The cost of self-constructed items of property, plant
and equipment includes the cost of materials, direct
labour, the initial estimate, where relevant, of the
costs of dismantling and removing the items and
restoring the site on which they are located, and an
appropriate proportion of production overheads and
borrowing costs (see Note 2(v)).
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2 Significant Accounting Policies (continued)

(f)

(9)

Property, plant and equipment

(continued)

Depreciation is calculated to write off the cost of
property, plant and equipment, less their estimated
residual value, if any, using the straight line method
over their estimated useful lives as follows:

—  Buildings 10-40 years
—  Plant and machinery 4-10 years
—  Motor vehicles 4-10 years
—  Furniture and fittings 10 years
—  Office equipment 4-10 years
—  Computer equipment 3-5 years
—  Retorts 25 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost of the
item is allocated on a reasonable basis between the
parts and each part is depreciated separately.

Depreciation method, useful life of an asset and its
residual value, if any, are reviewed annually and
adjusted if appropriate.

Gains or losses arising from the retirement or
disposal of an item of property, plant and equipment
are determined as the difference between the net
disposal proceeds and the carrying amount of the
item and are recognised in profit or loss on the date
of retirement or disposal.

Leased assets

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period
of time in return for a payment or a series of
payments. Such a determination is made based on
an evaluation of the substance of the arrangement
and is regardless of whether the arrangement takes
the legal form of a lease.
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2 Significant Accounting Policies (continued)
(g) Leased assets (continued)

86

0

(i)

(i)

Classification of assets leased to the Group
Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified
as being held under finance leases. Leases
which do not transfer substantially all the risks
and rewards of ownership to the Group are
classified as operating leases.

Assets acquired under finance leases

Where the Group acquires the use of assets
under finance leases, the amounts
representing the fair value of the leased asset,
or, if lower, the present value of the minimum
lease payments, of such assets are included in
property, plant and equipment and the
corresponding liabilities, net of finance
charges, are recorded as obligations under
finance leases. Depreciation is provided at
rates which write off the cost of the assets
over the term of the relevant lease or, where it
is likely the Group will obtain ownership of the
asset, the life of the asset, as set out in Note
2(f). Impairment losses are accounted for in
accordance with the accounting policy as set
out in Note 2(j)(iii). Finance charges implicit in
the lease payments are charged to profit or
loss over the period of the leases so as to
produce an approximately constant periodic
rate of charge on the remaining balance of the
obligations for each accounting period.

Operating lease charges

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged to profit or loss in equal
instalments over the accounting periods
covered by the lease term, except where an
alternative basis is more representative of the
pattern of benefits to be derived from the
leased asset. Lease incentives received are
recognised in profit or loss as an integral part
of the aggregate net lease payments made.

The cost of acquiring land held under an
operating lease is amortised on a straight line
basis over the period of the lease term.
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(Expressed in Hong Kong dollars) (LA T2I1E)

2 Significant Accounting Policies continued) 2 EBEXETHEER#)

(h) Exploration and evaluation assets (h) #BHERKFEEE
() Exploration and evaluation assets () BEREFHEEE
Exploration and evaluation assets comprises BHEERFHEERIEATEENE
costs which are directly attributable to: BEREAA - HRERS TR A MK
researching and analysing existing exploration R ETHERR  WREH K
data; conducting geological studies, WER AR RS+ ORISR B R B 3B 90K
exploratory drilling and sampling; examining RAREERI AT R AT T B T 4R
and testing extraction and treatment methods; Ho WRRIHEENBEEAS
and compiling prefeasibility and feasibility AERRE T TS E RKESR
studies. Exploration and evaluation assets also FEEBEENTE=ZFBRME
includes the costs incurred in the entry HERIBCAR o
premiums paid to gain access to areas of
interest and amounts payable to third parties
to acquire interests in existing projects.
Exploration and evaluation expenditure is MIE B B EREE EATEARE
capitalised if the project is technically and BERHERITEZETKZIER -
commercially feasible and the Group has A R R AT A SZ B AL o fid 3%
sufficient resources and the intention to BRIE B A 17 - AIFT A BEIE B
complete the project. If a project does not K9 AR B A AN R 18 25 5K R 51 VB B
prove viable, all irrecoverable costs associated ¥ o BARR B R ERZ TR
with the project are expensed in profit or loss. B RS AR = AR A AN R R At 8
Capitalised exploration and evaluation R EETE (R B EE 20)i) ZI8R ©
expenditures are stated in the statement of
financial position at cost less accumulated
amortisation and impairment losses (see Note
2(i)ii)-
Upon the commencement of quarrying FARRAZEBE  EXNMEABERER
activities, the capitalised exploration and A P R 20 F (AT E A R F A
evaluation expenditure is amortised using the BEEEETHEE EENFERER
straight line method over its estimated useful REH T ETFHERET o
life of 20 years. Both the useful life of an asset
and amortisation method are reviewed
annually.
(i) Exploration mining permits acquired in (i)  RBEOFPYIER B R A] &

business combinations
Exploitation mining permits acquired in a
business combination and recognised
separately from goodwill are initially recognised
at fair value at the acquisition date (which is
regarded as their cost).

XA Of i Y BB 30 22 g 2 o) B
REOBRFARFAE - MFEER
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2 Significant Accounting Policies (continued)
(h) Exploration and evaluation assets
(continued)

88

(i)

(i)

Exploration mining permits acquired in
business combinations (continued)
Subsequent to initial recognition, exploitation
mining permits are stated at cost less
accumulated amortisation and impairment
losses. Exploitation mining permits are
amortised on a unit-of-production basis. The
units of the exploitation mining permits are
reviewed annually in accordance with the
production plans of the Group and the proved
and probable reserves (see the accounting
policy in respect of impairment losses of
exploration and evaluation assets (Note 2(i)(ii)).

Water and mining permits acquired in a
business combination

Water and mining permits acquired in a
business combination and recognised
separately from goodwill are initially recognised
at fair value at the acquisition date (which is
regarded as their cost).

Subsequent to initial recognition, water and
mining permits are stated at cost less
accumulated amortisation and impairment
losses (see Note 2(i)(ii)). Water and mining
permits are amortised on a unit-of-production
basis. The units of the water and mining permit
are reviewed annually in accordance with the
production plan of the Group.

(i) Impairment of assets

(0

Impairment of receivables

Receivables that are stated at cost or
amortised cost are reviewed at the end of each
reporting period to determine whether there is
objective evidence of impairment. Objective
evidence of impairment includes observable
data that comes to the attention of the Group
about one or more of the following loss events:
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(Expressed in Hong Kong dollars) (LA T %1/18)

2 Significant Accounting Policies continued) 2 EBEXETHEER#)
() Impairment of assets (continued) () EERE®E
() Impairment of receivables (continued) () FEMKTER R E ()

significant financial difficulty of the
debtor;

a breach of contract, such as a default
or delinquency in interest or principal
payments;

it becoming probable that the debtor will
enter bankruptcy or other financial
reorganisation; and

significant changes in the technological,
market, economic or legal environment
that have an adverse effect on the
debtor.

If any such evidence exists, any
impairment loss is determined and
recognised as the difference between
the asset’s carrying amount and the
present value of estimated future cash
flows, discounted at the financial asset’s
original effective interest rate (i.e. the
effective interest rate computed at initial
recognition of these assets), where the
effect of discounting is material. This
assessment is made collectively where
these financial assets carried at
amortised cost share similar risk
characteristics, such as similar past due
status, and have not been individually
assessed as impaired. Future cash flows
for financial assets which are assessed
for impairment collectively are based on
historical loss experience for assets with
credit risk characteristics similar to the
collective group.

If in a subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to an
event occurring after the impairment loss
was recognised, the impairment loss is
reversed through profit or loss. A reversal
of an impairment loss shall not result in
the asset’s carrying amount exceeding
that which would have been determined
had no impairment loss been recognised
in prior years.
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2 Significant Accounting Policies (continued)
Impairment of assets (continued)

90

(i)

(i)

(i)

Impairment of receivables (continued)
Impairment losses are written off against the
corresponding assets directly, except for
impairment losses recognised in respect of
receivables whose recovery is considered
doubtful but not remote. In this case, the
impairment losses for doubtful debts are
recorded using an allowance account. When
the Group is satisfied that recovery is remote,
the amount considered irrecoverable is written
off against receivables directly and any
amounts held in the allowance account relating
to that debt are reversed. Subsequent
recoveries of amounts previously charged to
the allowance account are reversed against
the allowance account. Other changes in the
allowance account and subsequent recoveries
of amounts previously written off directly are
recognised in profit or loss.

Impairment of exploration and evaluation
assets

The carrying amount of the exploration and
evaluation assets is reviewed annually and
adjusted for impairment whenever one of the
following events or changes in circumstances
indicates that the carrying amount may not be
recoverable:

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

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

—  exploration for and evaluation of mineral
resources in the specific area have not
led to the discovery of commercially
viable quantities of mineral resources
and the Group has decided to
discontinue such activities in the specific
area; or
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2 Significant Accounting Policies (continued)
(i) Impairment of assets (continued)

2 EXREFEE®E
() EERE®

(i) Impairment of exploration and evaluation (i)  BVERFHEEERE (&)
assets (continued)
—  sufficient data exist to indicate that, — BROBBET BEAkg
although a development in the specific P E R 2 - B RER KT
area is likely to proceed, the carrying HEENREEMUT KA 8
amount of the exploration and evaluation BRI A IHEMER
asset is unlikely to be recovered in full e o
from successful development of by sale.
An impairment loss is recognised in profit or EEEMNRAEBREHE KD EHE
loss whenever the carrying amount of an asset B 2RERERAERREEE -
exceeds its recoverable amount.
(i) Impairment of other assets (i)  EfEERE

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets
may be impaired or, except in the case of
goodwill, an impairment loss previously
recognised no longer exists or may have
decreased:

—  property, plant and equipment;

—  pre-paid interests in leasehold land
classified as being held under an
operating lease;

— investments in subsidiaries;

— intangible asset; and

—  goodwill.

If any such indication exists, the asset’s

recoverable amount is estimated. For goodwill,

the recoverable amount is estimated annually

whether or not there is any indication of
impairment.
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2 Significant Accounting Policies continued) 2 EBEXETHBER#)
() Impairment of assets (continued) () EBEERE®E
(i) Impairment of other assets (continued) (i) AmEEMEE)
—  Calculation of recoverable amount —  FEAKEeEHE
The recoverable amount of an asset is BEMAWESEISAFER
the greater of its fair value less costs to HERARRERABERSE 2K

92

sell and value in use. In assessing value
in use, the estimated future cash flows
are discounted to their present value
using a pre-tax discount rate that reflects
current market assessments of the time
value of money and the risks specific to
the asset. Where an asset does not
generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined for
the smallest group of assets that
generates cash inflows independently
(i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit
or loss if the carrying amount of an asset,
or the cash-generating unit to which it
belongs, exceeds its recoverable
amount. Impairment losses recognised
in respect of cash-generating units are
allocated first to reduce the carrying
amount of any goodwill allocated to the
cash-generating unit (or group of units)
and then, to reduce the carrying amount
of the other assets in the unit (or group
of units) on a pro rata basis, except that
the carrying value of an asset will not be
reduced below its individual fair value
less costs to sell, or value in use, if
determinable.

Reversals of impairment losses

In respect of assets other than goodwill,
an impairment loss is reversed if there
has been a favourable change in the
estimates used to determine the
recoverable amount. An impairment loss
in respect of goodwill is not reversed.
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2 Significant Accounting Policies (continued)

(i)

()

Impairment of assets (continued)

(iii) /mpa/rment of other assets (continued)
Reversals of impairment losses
(continued)
A reversal of an impairment loss is limited
to the asset’s carrying amount that
would have been determined had no
impairment loss been recognised in prior
years. Reversals of impairment losses
are credited to profit or loss in the year in
which the reversals are recognised.

Inventories
Inventories are carried at the lower of cost and net
realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs
of conversion and other costs incurred in bringing
the inventories to their present location and
condition.

Net realisable value is the estimated selling price in
the ordinary course of business less the estimated
costs of completion and the estimated costs
necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write down of inventories to net
realisable value and all losses of inventories are
recognised as an expense in the period the write
down or loss occurs. The amount of any reversal of
any write down of inventories is recognised as a
reduction in the amount of inventories recognised as
an expense in the period in which the reversal
occurs.
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2 Significant Accounting Policies (continued)
(k) Trade and other receivables

94

()

Trade and other receivables are initially recognised
at fair value and thereafter stated at amortised cost
using the effective interest method, less allowance
for impairment of doubtful debts (see Note 2(i)(i)),
except where the receivables are interest free loans
made to related parties without any fixed repayment
terms or the effect of discounting would be
immaterial. In such cases, the receivables are stated
at cost less allowance for impairment of doubtful
debts, if any.

Convertible bonds

() Convertible bonds that contain an equity
component
Convertible bonds that can be converted to
equity share capital at the option of the holder,
where the number of shares that would be
issued on conversion and the value of the
consideration that would be received at that
time do not vary, are accounted for as
compound financial instruments which contain
both a liability component and an equity
component.

At initial recognition the liability component of
the convertible bonds is measured as the
present value of the future interest and
principal payments, discounted at the market
rate of interest applicable at the time of initial
recognition to similar liabilities that do not have
a conversion option. Any excess of proceeds
over the amount initially recognised as the
liability component is recognised as the equity
component. Transaction costs that relate to
the issue of a compound financial instrument
are allocated to the liability and equity
components in proportion to the allocation of
proceeds.

The liability component is subsequently carried
at amortised cost, calculated using the
effective interest method, until extinguished on
conversion or maturity. The equity component
is recognised in equity, net of any tax effects.
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2 Significant Accounting Policies (continued) 2
(I) Convertible bonds (continued)

() Convertible bonds that contain an equity ()  EREEHEATIERES (&)
component (continued)
If the bond is converted, the capital reserve, *“F#%ﬁiﬁﬁ‘ﬁ% C B HE RS R
together with the carrying amount of the liability FAERSHONEREESIERETR
component at the time of conversion, is Tﬁﬂ’]ﬁfﬁ‘f%)\ﬂxﬂ‘&ﬂxﬁmf’fqﬂ
transferred to share capital and share premium EREFHELN  EXAFEESEE
as consideration for the shares issued. If the A RETEER -
bond is redeemed, the capital reserve is
released directly to accumulated losses.

(i)~ Convertible bonds that do not contain an (i) TEARAE (DA A PR (&5

equity component

All other convertible bonds which do not
exhibit the characteristics mentioned in (i)
above are accounted for as follows:

At initial recognition the derivative component
of the convertible bonds is measured at fair
value and presented as part of derivative
financial instruments (see Note 2(m)). Any
excess of proceeds over the amount initially
recognised as the derivative component is
recognised as the liability component.
Transaction costs that relate to the issue of the
convertible bond are allocated to the liability
and derivative components in proportion to the
allocation of proceeds. The portion of the
transaction costs relating to the liability
component is recognised initially as part of the
liability. The portion relating to the derivative
component is recognised immediately in profit
or loss.

The derivative component is subsequently
remeasured in accordance with Note 2(n). The
liability component is subsequently carried at
amortised cost. The interest expense
recognised in profit or loss on the liability
component is calculated using the effective
interest method.

If the bond is converted, the carrying amounts
of the derivative and liability components are
transferred to share capital and share premium
as consideration for the shares issued. If the
bond is redeemed, any difference between the
amount paid and the carrying amounts of both
components is recognised in profit or loss.
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2 Significant Accounting Policies (continued)
(m) Derivative financial instruments

96

(n)

(o)

(p)

(q)

Derivative financial instruments are recognised
initially at fair value. At the end of each reporting
period the fair value is remeasured. The gain or loss
on remeasurement to fair value is recognised
immediately in profit or loss.

Interest bearing borrowings

Interest bearing borrowings are recognised initially at
fair value less attributable transaction costs.
Subsequent to initial recognition, interest bearing
borrowings are stated at amortised cost with any
difference between the amount initially recognised
and redemption value being recognised in profit or
loss over the period of the borrowings, together with
any interest and fees payable, using the effective
interest method.

Trade and other payables

Trade and other payables are initially recognised at
fair value and subsequently stated at amortised cost
unless the effect of discounting would be immaterial,
in which case they are stated at cost using the
effective interest method.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand and deposits with banks that are
readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes
in value, having been within three months of maturity
at acquisition.

Employee benefits

(i) Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits
are accrued in the year in which the associated
services are rendered by employee. Where
payment or settlement is deferred and the
effect would be material, these amounts are
stated at their present values.
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Notes to the Consolidated Financial Statements (Continued) << ="

e F R M R ()

(Expressed in Hong Kong dollars) (LA T %1/18)

> g

2 Significant Accounting Policies (continued)
(q) Employee benefits (continued)

(r)

(i) (continued)

Contributions to Mandatory Provident Funds
as required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance and
contributions to the retirement schemes
operated by the relevant authorities for
employees of the subsidiaries in the Malaysia
and the People’s Republic of China (the “PRC”)
are recognised as an expense in profit or loss
as incurred, except to the extent that they are
included in the cost of inventories not yet
recognised as an expense.

(i) Termination benefits and share-based

payments

Termination benefits are recognised when, and
only when, the Group demonstrably commits
itself to terminate employment or to provide
benefits as a result of voluntary redundancy by
having a detailed formal plan which is without
realistic possibility of withdrawal.

Share-based payments (the Group may issue
equity-settled and cash-settled share-based
payments to certain employees. Equity-settled
share-based payments are measured at fair
value (excluding the effect of non market-
based vesting conditions) of the equity
instruments at the date of grant. The fair value
determined at the grant date of the equity-
settled share-based payments is expensed on
a straight-line basis over the vesting period,
based on the Group’s estimate of shares that
will eventually vest and adjusted for the effect
of non market-based vesting conditions).

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets
and liabilities are recognised in profit or loss except
to the extent that they relate to business
combinations or items recognised in other
comprehensive income or directly in equity, in which
case the relevant amounts of tax are recognised in
other comprehensive income or directly in equity,
respectively.
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e R R MR ()

(Expressed in Hong Kong dollars) (LA T2I1E)

2 Significant Accounting Policies (continued)

98

(r)

Income tax (continued)

Current tax is the expected tax payable on the
taxable income for the year, using tax rates enacted
or substantively enacted at the end of the reporting
period, and any adjustment to tax payable in respect
of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences,
respectively, being the differences between the
carrying amounts of assets and liabilities for financial
reporting purposes and their tax bases. Deferred tax
assets also arise from unused tax losses and unused
tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be
available against which the asset can be utilised, are
recognised. Future taxable profits that may support
the recognition of deferred tax assets arising from
deductible temporary differences include those that
will arise from the reversal of existing taxable
temporary differences, provided those differences
relate to the same taxation authority and the same
taxable entity, and are expected to reverse either in
the same period as the expected reversal of the
deductible temporary difference or in periods into
which a tax loss arising from the deferred tax asset
can be carried back or forward. The same criteria
are adopted when determining whether existing
taxable temporary differences support the
recognition of deferred tax assets arising from
unused tax losses and credits, that is, those
differences are taken into account if they relate to
the same taxation authority and the same taxable
entity, and are expected to reverse in a period, or
periods, in which the tax loss or credit can be
utilised.

CVM MINERALS LIMITED Annual Report 2012
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Notes to the Consolidated Financial Statements (Contlnued) ="
RE M B ERRME () = :
(Expressed in Hong Kong dollars) (LA & T 31/1E)
2 Significant Accounting Policies continued) 2 EBEXETHEER#)
(r) Income tax (continued) (N FRBH@E)
The limited exceptions to recognition of deferred tax A RIRET IR & E R A BB RAIIME

assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they
are not part of a business combination), and
temporary differences relating to investments in
subsidiaries to the extent that, in the case of taxable
differences, the Group controls the timing of the
reversal and it is probable that the differences will
not reverse in the foreseeable future, or in the case
of deductible differences, unless it is probable that
they will reverse in the future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred
tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at the end of each reporting period and is
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow
the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes
probable that sufficient taxable profit will be available.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities, if the Company
or the Group has the legally enforceable right to set
off current tax assets against current tax liabilities
and the following additional conditions are met:

— in the case of current tax assets and liabilities,
the Company or the Group intends either to
settle on a net basis, or to realise the asset
and settle the liability simultaneously; or
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2 Significant Accounting Policies (continued)

100

(r)

Income tax (continued)

— inthe case of deferred tax assets and liabilities,
if they relate to income taxes levied by the
same taxation authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each
future period in which significant
amounts of deferred tax liabilities or
assets are expected to be settled or
recovered, intend to realise the current
tax assets and settle the current tax
liabilities on a net basis or realise and
settle simultaneously.

(s) Provision and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group or the Company
has a legal or constructive obligation arising as a
result of a past event, it is probable that an outflow
of economic benefits will be required to settle the
obligation and a reliable estimate can be made.
Where the time value of money is material, provisions
are stated at the present value of the expenditure
expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits
is remote.

CVM MINERALS LIMITED Annual Report 2012
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Notes to the Consolidated Financial Statements (Contlnued) es\} —-—

e F R M R ()

(Expressed in Hong Kong dollars) (LA T 3I/1E)

2 Significant Accounting Policies (continued)

(t)

(u)

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Provided it is
probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in profit
or loss as follows:

(i) Sale of goods
Revenue is recognised when significant risks
and rewards of ownership of the goods are
transferred to the buyer. Revenue excludes
value added tax and is after deduction of any
trade discounts.

(i) Interest income
Interest income is recognised as it accrues
using the effective interest method.

(i) Rental income from operating leases
Rental income receivable under operating
leases is recognised in profit or loss in equal
instalments over the periods covered by the
lease term, except where an alternative basis
is more representative of the pattern of benefits
to be derived from the use of the leased asset.

Translation of foreign currencies
Foreign currency transactions during the year are
translated at the relevant exchange rates ruling at
the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at
the relevant exchange rates ruling at the end of the
reporting period. Exchange gains and losses are
recognised in profit or loss.

Non-monetary assets and liabilities that are
measured in terms of historical cost in foreign
currencies are translated using the foreign exchange
rates ruling at the transaction dates.
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2 Significant Accounting Policies (continued)

102

(u) Translation of foreign currencies
(continued)

The results of relevant operations in other
jurisdictions are translated into HK$ at the exchange
rates approximating the relevant exchange rates
ruling at the dates of the transactions. Statement of
financial position items, including goodwill arising on
consolidation of foreign operations acquired on or
after 1 January 2005, are translated into HK$ at the
closing foreign exchange rates at the end of the
reporting period. The resulting exchange differences
are recognised directly in other comprehensive
income and accumulated separately in equity in the

exchange reserve.

(v) Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset
which necessarily takes a substantial period of time
to get ready for its intended use or sale are
capitalised as part of the cost of that asset. Other
borrowing costs are expensed in the period in which

they are incurred.

(w) Related parties

(i) A person, or a close member of that person’s
family, is related to the Group if that person:

(1) has control or joint control over the

Group;

(I has significant influence over the Group;

or

Iy is a member of the key management
personnel of the Group or the Group’s

parent.

(i) An entity is related to the Group if any of the

following conditions applies:

() The entity and the Group are members
of the same group (which means that
each parent, subsidiary and fellow

subsidiary is related to the others).

(I One entity is an associate or joint venture
of the other entity (or an associate or
joint venture of a member of a group of

which the other entity is a member).

CVM MINERALS LIMITED Annual Report 2012
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Notes to the Consolidated Financial Statements (Contmued) -~ -
A\ B g~ ~—
e MR ERRMEE (E)
(Expressed in Hong Kong dollars) (LA & T 31/1E)
2 Significant Accounting Policies continued) 2 EBEXETHEER#)
(w) Related parties (continued) (w) BIER (&)
(i) (continued) iy (&)
() Both entities are joint ventures of the (I mMEEEHRR—2=7Na
same third party. B o
(V) One entity is a joint venture of a third (V) —HERBRE=STEENGZ
entity and the other entity is an associate ¥ - ME—HERRZE=
of the third entity. Pali-i:1:0): /NG
(V)  The entity is a post-employment benefit V) ZEBRRAEESNEAEE
plan for the benefit of employees of BAEERNEB MM R
either the Group or an entity related to R R R A2l
the Group.
(V) The entity is controlled or jointly V) ZEBX()FEALEHSE
controlled by a person identified in (). Bl o
(VIIl) A person identified in (i)() has significant M) OOFTEEATHERNERES

(x)

influence over the entity or is a member
of the key management personnel of the
entity (or of a parent of the entity).

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings with
the entity.

Segment reporting

Operating segments, and the amounts of each
segment item reported in the consolidated financial
statements, are identified from the financial
information provided regularly to the Group’s most
senior executive management (being the chief
operating decision maker) (“CODM?”) for the
purposes of allocating resources to, and assessing
the performance of, the Group’s various lines of
business and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless
the segments have similar economic characteristics
and are similar in respect of the nature of products
and services, the nature of production processes,
the type or class of customers, the methods used to
distribute the products or provide the services, and
the nature of the regulatory environment. Operating
segment which are not individually materials may be
aggregated if they share a majority of these criteria.

(x)
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e R R MR ()

(Expressed in Hong Kong dollars) (LA T 3I1E)

Changes in Accounting Policies

The HKICPA has issued several amendments to HKFRSs
that are first effective for the current accounting period of
the Group. Of these, the following development is relevant
to the Group’s consolidated financial statements.

o Amendments to HKFRS 7, Financial instruments:
Disclosures — Transfers of financial assets

The impact of the development is discussed below:

The amendments to HKFRS 7 require certain disclosures
to be included in the financial statements in respect of
transferred financial assets that are not derecognised in
their entirety and for any continuing involvement in
transferred financial assets that are derecognised in their
entirety, irrespective of when the related transfer
transaction occurred. However, an entity need not provide
the disclosures for the comparative period in the first year
of adoption. The Group did not have any significant
transfers of financial assets in previous periods or the
current period which require disclosure in the current
accounting period under the amendments.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (see Note 40).

Turnover

Turnover represents the sales value of magnesium ingots
and bottled mineral water supplied to customers. The
amount of each significant category of revenue recognised
in turnover during the year is as follows:

BT RREH
BEEGHMAGERASBEBYERE LA
2T RERE - YRAEBOAR M E KA
i e Hoh - TR RA R ERA M BRAE W
78 o

o FEARAUBMESEANETRZEFT  =@MT
B BE - EEIREE

BUEZ HERRA S
BRPBREENE TR ZETRE - BHBRK
ARATEBUREAZEEBREREERY T
PIUHERZEEREEZEAHERABR
EHETHE M TmEREEISMEEL -
AR BERBARRAEFREOLCRPECEKE
RIE o ANEE R B HA R oA A R N A T T A
REBEETAEARASHAPREELBRELERS
BMEEEE -

AEEWERKANE RS HEHRERNE
{AIFTERI KR (RHTFE40)

E -
LRBIEFARE P HESE MRERER KD
HEEE NFRER/ERBZEERRAR
illlent- LN

2012 2011

—E——fF —T—%F

HK$ HKS$

BT BT

Sales of bottled mineral water HERERREIK 2,148,220 =
Sales of magnesium ingots HESE 12,383,082 11,185,489
14,531,302 11,185,489

CVM MINERALS LIMITED Annual Report 2012
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e F R M R () \2’“5?‘3 -

(Expressed in Hong Kong dollars) (LA T ZI1E)

5 Other Revenue 5 HlgA
2012 2011
= —F—F
HK$ HK$
BT BT
(Restated)
(&=E=75)
Interest income B U A 81,490 338,407
Rental income from drilling machines REEBFEEOESWA 116,637 =
Sundry income MIFUA 647,622 -
845,749 338,407
6 Other Net Gains 6 Htz=FEE
2012 2011
—E-—=fF —T——F
HK$ HKS$
BT BT
(Restated)
(&E=75)
Compensation received from A —ZEBEREE (HT:)
a contractor (Note) 5,950,711 -
Gain on repayment of convertible bonds EE R ESF R
(Note 26(a)) (Fff5E 26(a)) - 6,871,105
Net foreign exchange (losses)/gains X (E518), ek /F58 (217,981) 407,254
Net gain on disposal of property, HEWE - BENRED
plant and equipment s 358 - 53,628
5,732,730 7,331,987

Note:

It represents a one-off compensation received from a contractor for

its failure to complete agreed maintenance work for the production

plant in Malaysia.
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Notes to the Consolidated Financial Statements (Continued)

e R R MR ()

(Expressed in Hong Kong dollars) (LA T 3I1E)

7 Loss Before Taxation 7 BRBIATEE
Loss before taxation is arrived at after charging/(crediting): KRB ATEEEIR(GTA)
(a) Finance costs: (@) RUERA :
2012 2011
—E-CF —EF——%F
HK$ HK$
BT BT
Interest on bank loans *: IRITERF B>
— wholly repayable within 5 years — ZARA iﬂﬂ%%ﬂa;& 7,224,463 7,428,912
— wholly repayable after 5 years — ARAFHREBHEER 32,140,471 25,924,235
39,364,934 33,353,147
Effective interest on convertible bonds AR ESEEF B 20,806,072 18,901,298
Interest on unsecured loans from third B85 EE,/\EAEEE RS
parties wholly repayable within 5 years ~ S{&i8 H) IR E AN B 21,628,594 6,374,083
Amortisation of loan transaction costs B3R 32 5 A AN §
(Note 27) (PftzE27) 424,157 457,410
Finance charges on obligations under MEHERENTISER
finance leases 190,337 257,688
Other borrowing costs HEERAR - 1,757,932
Interest on the late repayment of wmEEE B ESD
convertible bonds B - 1,460,417
43,049,160 29,208,828
82,414,094 62,561,975
* The analysis shows the finance costs on bank loans, * AIFIRIRITER (BREHBRERERIERE
including terms loans which contain a repayment on BHER) WRE KA TIRBEE R iGRTE G E
demand clause, in accordance with the agreed scheduled HEEEBHET BHE_Z—Z—_FR_ZT
repayment dates set out in the loan agreements. For the ——F+TZA=T—HLEFE HEREKRE
years ended 31 December 2012 and 2011, the interest on BIFRARITERFE D /439,364,934 T
bank loans which contain a repayment on demand clause 133,353,147 BT °
amounted to HK$39,364,934 and HK$33,353,147,
respectively.
(b) Staff costs (including directors’ (b) EIRK(BIEEEHM) (i) :
remuneration (Note 9):
2012 2011
—E-——F =%
HK$ HK$
BT BIT
Salaries, wages, bonuses and Fe - IE Eak
other benefits H @ F 19,012,799 11,703,433
Contributions to defined contribution AR E IR RETE
retirement plan T 979,485 692,912
19,992,284 12,396,345
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The cost of inventories sold includes HK$34,053,840
(2011: HK$25,958,363) relating to staff costs,
depreciation and amortisation expenses, which
amount is also included in the respective total
amounts disclosed separately above or in Note 7(b)
for each of these types of expenses.
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Notes to the Consolidated Financial Statements (Contlnued) ‘“’\y -
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e BRI (R)
(Expressed in Hong Kong dollars) (LA & T 31/{E)
7 Loss Before Taxation (continued) 7 KRBAEE®
(c) Other operating expenses (c) Hih&&ERX
2012 2011
—E-ZF —ET——F
HK$ HK$
BT BT
(Restated)
(g &E5)
Impairment losses: BEEE
— exploration and evaluation assets — BREHEE
(Note 15) (HisE15) 166,086,731 22,656,172
— goodwill (Note 14) — e (et 14) 141,622,589 79,525,907
— interest in leasehold land (Note 13(a))  — A& iz (MT‘$13( )) 3,807,309 =
— other receivable and prepayments — Ha WA R 24,041,442 =
— property, plant and equipment — W% BERZE
(Note 13(a)) (B=E13(0)) 184,375,293 -
519,933,364 102,182,079
Write offs: gy -
— exploration and evaluation assets — RN EEE
(Note 15) (PisE15) 242,849 919,646
— inventories - FE 18,112,419 -
— property, plant and equipment — W% - BEREE 45,063 =
18,400,331 919,646
538,333,695 103,101,725
(d) Other items: (d) HfbEAR :
2012 2011
—E-C-fF —E——%F
HK$ HKS$
BT BIT
Amortisation of exploration and ENIR N BT A A 5
evaluation assets 206,419 207,108
Amortisation of interest in leasehold land R 548 féfﬂfa#—ﬂ’ﬁ 8 A
held for own use under operating lease 78 & + #2514 5% 147,259 147,753
Auditors’ remuneration AN & 1,501,735 934,397
Cost of inventories sold (Note 18(p)) EEFEKA (MiE18(0) 54,039,300 16,823,714
Depreciation e 26,147,058 24,685,791
Operating lease charges in respect of: EA TS ERNKSEHEE
X
— equipment and machinery — R e 38,937 -
— office equipment = #}J#’“H““ﬁ - 53,350
— office premises — WREYE 1,751,582 1,195,384
— staff housing —BIF= 23,642 22,907
Net loss/(gain) on disposal of property, — HE ¥ - Jﬁ’i}% KRR
plant and equipment EiE S (Uzs) 5458 151,844 (563,628)

HETHA - EKBHEEENEEEE
X 7534,053,84078 T (

—F - —F:

25,958,363 7% 7T ) JNrC AR ST EE 7(b)
METEERIAZ D BB ENARREET -
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e M B RRMEE (F) ‘
(Expressed in Hong Kong dollars) (LA T2I1E)
8 Income Tax 8 MM
() Taxation in the consolidated income statement @ #REWERPZRIBRE
represents:
2012 2011
—E——F —ET——14F
HK$ HK$
BT BIT
Deferred tax R IE
Reversal of temporary differences o] B =58 (P5E29)
(Note 29) (30,564,021) -
Total income tax credit FiS it e 1B %E (30,564,021) -
The Group is subject to income tax on an entity AREBERRAEBKE R Rl &
basis on profits arising in or derived from the £ ST PTTE B A R [ AT E A Bk BREN A
jurisdictions in which members of the Group are A REREEHMMER - AARES
domiciled and operated. The directors of the BEAEE BB ER1656%(=ZF
Company determine the effective tax rate of the ——% 1 16.5%) °
Group is 16.5% (2011: 16.5%).
Hong Kong Profits Tax is calculated at 16.5% (2011: EEFNEHRIRESHE-_S——4F+=-A
16.5%) of the estimated assessable profit for the =+ —BHIEEE 2 EEER AR
year ended 31 December 2012. No provision for 16.5% (—ZF——4F : 16.5%) & - ;AR
Hong Kong Profits Tax has been made as the Group AREBBE-_S——FN-_T—F+=
did not have assessable profit which is subject to A=+—HI-MEFETERRASNS
Hong Kong Profits Tax for the years ended 31 SRR ERFURF S ERE ST
December 2012 and 2011. SR ER -
Malaysian Income Tax is calculated at 25% (2011: ERAGAEHRIIBEHZ T — —4F
25%) of assessable profit for the year ended 31 T2 A=+ —BILFEZERT G R
December 2012. No provision of Malaysian Income 25% (—F——F : 25%) T & - BRASE
Tax has been made as the Group did not have Bz —_Fr-_ZE——%F+=_H
assessable profit which is subject to Malaysian =+ — B 1 W & = 2 4% B BB SN S 2R
Income Tax for the years ended 31 December 2012 TOCapREH 2 FESRR s ) - WUt 48 5k 55 2R
and 2011. PRI PTIS AT R -
In accordance with the tax laws of Indonesia, BENERE  HEHESE  BYURE
companies engaged in metal, mineral and coal REBZARIBEZBERIRAHNEE I
mining are governed by a particular contract of work AUt EEBZ IR N 2BERMEH
and this is used for computation of the domestic BRI RENE 2 XRABBINDEREIL V£ 51E
income tax relating to that contract of work. Since PEER - MBI ERAME IS ARTE
the natural resources located in Indonesia are still in EEBREENEHE T —FR_FT——
a preliminary exploration phase, the management FH_A=+—BILFEAERZHE -
was unable to ascertain from the local tax authorities HNAEBRHE T —FR_T——F
the tax rate that should be applied to its mining +=—A=+—H It MEFE I EEREERM
operations for the years ended 31 December 2012 MENEFTIS R 2 FERR RS F - dUBEEE BLED
and 2011. No provision for Indonesian Income Tax TEFTS R sHIR B -
has been made as the Group did not have
assessable profit which is subject to Indonesian
Income Tax for the years ended 31 December 2012
and 2011.
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Income Tax (continued) 8 M@
@  (continued) @ (&)
Under the Law of the PRC on Enterprise Income Tax BEFBERERFRE ([ REMSE ?R&J)
(the “EIT Law”) and Implementation Regulation of the REEMESHEZERMAR - FEBEA
EIT Law, the tax rate of the PRC subsidiary is 25% HE-T——-—F+=-A=+— Eljtirz
for the year ended 31 December 2012. No provision MERE25% HRAEBBEE-_ZT——F
for PRC Enterprise Income Tax has been made as T A=+ —HIFETERRAZAT
the Group did not have assessable profit which is Bl ZEFTIS 2 FE R B Al BB A Bt AP
subject to the PRC Income Tax for the year ended B> ZFTISBIAHR B -
31 December 2012.
Pursuant to the rules and regulations of the British BEEBREZES((REBRZES ) HA
Virgin Islands (“BVI”), the Group is not subject to any MARB - AEEEEEZAERRBNE
income tax in this jurisdiction. AIFFAS R ©
(o)  The reconciliation between tax credit and accounting (o) REABEFEZBIERRESHBEER
loss at applicable tax rates is as follows: BIEAT :
2012 2011
—B——F —T——F
HK$ HK$
BT HBIT
Loss before taxation BT R E 1R (695,145,091)  (212,847,944)

Notional tax on loss before tax, calculated
at the rates applicable to profits in
the tax jurisdictions concerned

Tax effect of non-taxable income

Tax effect of non-deductible expenses

Tax effect of unused tax losses not
recognised

Tax effect of reversal of temporary
differences previously recognised

Tax effect of temporary differences
not recognised

Actual tax credit

LB B AR RER
MR8 2 R A=
BEMIEA

BARGA 2 RIF 2

AP RS 2 BB e

*ﬁEwZﬂi@J%TRIE)EETE\
BB

%@ﬂ&e%ﬁ%h%%
2B

RERE R =T 2 B
T

ERBIARX

MOREEERAT F32012

(141,205,489)

(41,478,774)

(2,214,732) (1,156,834)
114,588,380 24,494,600
22,638,432 12,148,646
(30,564,021) =
6,193,409 5,992,362
(30,564,021) =
109
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(Expressed in Hong Kong dollars)  (LA&T3I1E)

9 Directors’ Remuneration 9 EEMe
Directors’ remuneration disclosed pursuant to section 161 BRIBEBBRGEHE 161 IEHENESHE W
of the Hong Kong Companies Ordinance is as follows: T @
2012
“E-C-F
Salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme
fees in kind bonuses contributions Total
e ERR RAKGTE
£ itk BENFE WA e st
HK$ HK$ HK$ HK$ HKS$
BT BT BT BT BT
Executive directors: HOTEE
Goh Sin Huat Goh Sin Huat (A= —=F
(resigned on 7 August 2012) A\ A+ B EHE) - 1,109,561 - 75276 1,184,837
Ji Kuang RE(MRZZ—=F
(appointed on 7 August 2012) A\ A+ REZEE) - 390,452 - - 390,452
Li Zi Cong (appointed on FIR(N=_Z—=F
11 September 2012) NAT—BEZT) - 152,000 - - 152,000
Liang Hai Yang ZEE(R_E——F
(appointed on 7 August 2012)  N\A+REET) - 192,258 - - 192,258
Lim Ooi Hong Lim Ooi Hong - 517,354 - 55,046 572,400
Leung Wai Kwan R E - 480,000 40,000 13,750 533,750
Independent BUEHTES
non-executive directors:
Chong Lee Chang Chong Lee Chang 109,374 - - - 109,374
Tony Tan Tony Tan 107,289 - - - 107,289
Wong Choi Kay Wong Choi Kay 102,568 - - - 102,568
Total st 319,231 2,841,625 40,000 144,072 3,344,928
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9 Directors’ Remuneration (continued) 9 E=EMEw)
2011
2
Salaries,
allowances Retirement
Directors’  and benefits  Discretionary scheme
fees in kind bonuses  contributions Total
o A= RINGTE
£ EMfila WEEA % m@st
HKS HKS HKS HKS HKS
BT BT BT BT BT
Executive directors: HOTEE
Chong Wee Chong Chong Wee Chong
(resigned on 30 June 2011) (R=T—%F
NA=THEHME) - 229,065 - 27,488 256,553
Goh Sin Huat Goh Sin Huat = 916,261 = 109,951 1,026,212
Lim Ooi Hong Lim Ooi Hong = 509,034 = 61,084 570,118
Leung Wai Kwan RUE - 520,000 - 12,000 532,000
Independent BUFHTES
non-executive directors:
Chong Lee Chang Chong Lee Chang 109,793 = = = 109,793
Lam Cheung Shu 55
(resigned on 1 June 2011) (R=ZZ—%F
NA—BEHE) 50,700 - - - 50,700
Tony Tan Tony Tan(R =T ——%F
(appointed on 1 June 2011) ~NA—REZT) 63,782 = = = 63,782
Wong Choi Kay Wong Choi Kay 112,145 = = = 112,145
Total @t 336,420 2,174,360 - 210523 2,721,303
10 Individuals with Highest Emoluments 10 BESFHMAL

Of the five individuals with the highest emoluments, two
(2011: two) are directors whose emoluments are disclosed
in Note 9. The aggregate of the emoluments in respect of

the other three (2011: three) individuals are as follows:

TEREHFMALTEERE(ZF——F : WH)

5%

REHOFME N EOHRE - EHRI
=5 (=F—%:

=%) ATHFBARERNT -

2012 2011

—E-CF =%

HK$ HKS$

BT BT

Salaries, allowances and benefits in kind e EBIREWRE 1,419,674 2,681,389
Retirement scheme contributions RIREHEIHE R 13,750 79,058
1,433,424 2,760,447
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e R R MR ()

(Expressed in Hong Kong dollars) (LA T 3I1E)

10 Individuals with Highest Emoluments 10 BESFHFMALE
(continued)
The emoluments of the three (2011: three) individuals with TR =2(ZF—F : ZR) &2 HFMHA
the highest emoluments are within the following bands: TEHMEE
Number of individuals
AE
2012 2011
—E——-F —FT—

HK$Nil to HK$1,000,000 Z 702 1,000,000 % 7T 3 3
HK$1,000,001 to HK$1,500,000 1,000,001 % 7T % 1,500,000 74 7T - =
HK$1,500,001 to HK$2,000,000 1,500,001 7 7T £ 2,000,000 7 7T - =
HK$2,000,001 to HK$2,500,000 2,000,001 & 7T = 2,500,000 78 7T - -

3 8

11

112

During the year, no emoluments were paid by the Group
to any of the directors of the Company or the five highest
paid individuals as an inducement to join or upon joining
the Group or as compensation for loss of office. No
directors of the Company have waived or agreed to waive
any emoluments during the years ended 31 December
2012 and 2011.

Loss Per Share

(a) Basic loss per share
The calculation of basic loss per share is based on
the loss attributable to owners of the Company of
HK$593,133,228 (2011: HK$207,377,657) and the
weighted average number of 4,316,013,890 (2011:
3,281,851,789) ordinary shares in issue during the
year, calculated as follows:

Weighted average number of ordinary shares:

11

FA - AREXERAR B ES KR H M
AR AL ERZFHESMASIMARSE
BERHNFRREBUEE BE—F——F
RZEB——F+-RA=+—HILFE  #ELRQ
AEENRXFABREEREAHH -

BREE

(a) BREXREE
BRERBEDERFERNARREER AR
5 E518593,133,228 B0 ( — T — —F ¢
207,377,657 B t) KRBT E B MNEF
5 £04,316,013,800 % ( = T — — &
3,281,851,789f% ) st &E T :

Issued ordinary shares at 1 January
Effect of issue of new shares pursuant

Effect of issue of new shares pursuant

Effect of issue of new shares pursuant

Weighted average number of

to a share placing (Note 30(b)(ii)
to an acquisition (Note 30(bj(ii))

to exercise of warrants (Note 30(b)(ii)

ordinary shares at 31 December

CVM MINERALS LIMITED Annual Report 2012

R—A—HHERTLER
R R AR (9 Br & T 21T 37 AR (D
K522 (M5 30(b)(i))
R M2 TR AN Y
22 (M 5E30(b)(i))
RIS TE R AR B M BT

Rt-A=t—BHEBK
IFEF 8L

EERIE T
2012 2011
—F—=F —F——F
3,517,680,556 2,519,555,556
333,087,432 299,013,699
465,245,902 459,871,575
ARt e =28 (MY s 30(b)(i)) - 3,410,959
4,316,013,890 3,281,851,789
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11 Loss Per Share (continued) 11 BREBE®)
(b) Diluted loss per share (b) BREEEE
The computation of diluted loss per share does not BREEERENGTET BREEBRAR
assume the conversion of the Company’s H R P RR B 5 R R ERE - IE
outstanding convertible bonds and warrants since IERSEREREERD
their exercise would result in a decrease in loss per
share.
12 Segment Reporting 12 22|,

The Group has identified the reportable segments set out REEERE T XEHINNAZ2HRDH - RERD

below. The segment information reported internally to the RERRRTHENMANERZRTRERE

Group’s most senior executive management (being the MFErELERFE(EELEREE]) NFL R

chief operating decision maker) (‘“CODM”) for the purposes WD EEREZELRE VB REANMBARE

of resource allocation and performance assessment is the AR

same as those reported in the consolidated financial

statements.

Mining of dolomite  This segment includes trading of REREZEAKR lit HEBEEEES - B
and manufacture magnesium ingots. Currently, the A EESE $%IE’JE%/§§DEE
of magnesium Group’s trading activities are mainly E HZAR K SR EH#ETT ©
ingots carried out in the Japan and

Malaysia.

Exploration for This segment is engaged in the BREEA W ENEE A AN
iron ore, coal exploration for iron ore, coal and JCO & (fm@J)ﬁﬁ%Eﬂﬁ%ﬁEE .
and manganese manganese in the Republic of BT o FEENEREEN 2R

Indonesia (“Indonesia”). The activities BEEEAENNE QR E
carried out in Indonesia are through T °

indirectly owned subsidiaries.

Extraction and This segment is engaged in the R EER b3 B B R A e 5
bottling of mineral extraction and bottling of mineral PR K Hﬁﬂ%%‘dk FEHEEE =
water water in the PRC. The activities AR —FEERENNER

carried out in the PRC are through AIHETT ©
indirectly owned subsidiary.

Extraction and bottling of mineral water is a segment in the RERFERERK TS BN AFEWESESE

current year through the acquisition of Victory Dragon @*ﬁ_ﬁﬁé AIREMB LR ([SEE®]) (R

Holdings Limited and its subsidiary (“Victory Dragon 32(0)) Z 8B °

Group”) (see Note 32(b)).
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12 Segment Reporting (continued)

114

(@) Segment results, assets and

liabilities

For the purpose of assessing segment performance
and allocating resources between segments, the
Group’s CODM monitors the results, assets and
liabilities attributable to each reportable segment on
the following basis:

Segment assets include all non-current assets and
current assets with the exception of pledged deposit,
cash at bank and in hand and other corporate
assets. Segment liabilities include non-current
liabilities and current liabilities with the exception of
secured bank loans, convertible bonds, deferred tax
liabilities, unsecured loans from third parties and
other corporate liabilities.

Revenue and expenses are allocated to the
reportable segments with reference to sales
generated by those segments and the expenses
incurred by those segments or which otherwise arise
from depreciation or amortisation of assets
attributable to those segments.

CVM MINERALS LIMITED Annual Report 2012
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(a)
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Mk EERAME

P o

ENFEDBEEREDHEIEER
AEENTRRERRERATEEEE
BET2HNMEGESE  EERAE:

NHEEBREMBEERDEERTEE
B ETBEERER  RTEHRERES
AREMAREE - /\“BE1§@?§3EU|L@J
BERRBARE EBTEEFERRT

;o AmRES - ﬁkﬁﬁﬁ%‘%@%
EHEERERREMATAE -
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12 Segment Reporting (continued) 12 oEHEHRB)
(a) Segment results, assets and (a) 7K BEERAEEE)
liabilities (continued)
Segment loss represents loss resulted by each D EBEIEIE S D AT M A S B R 1T
segment without allocation of central administration B (BIERITER - AT RRES KK
costs including interest on bank loans, convertible BE=FEEREFNFNEUARESHE
bonds and unsecured loans from third parties, and Z)NEE - EERY REER LGS
directors’ emoluments, etc. This is the measure REMRMAEREELERRERENE
reported to the Group’s CODM for the purpose of i
resource allocation and assessment of segment
performance.
Mining of
dolomite and Exploration Extraction
manufacture for iron ore, and
of magnesium coal and bottling of
ingots manganese mineral water Total
HHREER BREER- REK
REESE BRE FMER K @t
HK$ HK$ HK$ HK$
BT BT BT BT
Year ended 31 December 2012 HE=-F—-—F
TZA=+-HLEE
Reportable segment revenue A2FH DA (i)

(Note) 12,383,082 - 2,148,220 14,531,302
Segment loss AEEE (14,911,466) (2,771,858) (4,937,084) (22,620,408)
Interest income FIEWA 58,087 434 54 58,575
Finance costs BAKA (39,955,365) - - (89,955,365)
Depreciation and amortisation TEREH (25,862,411) (214,719) (302,599)  (26,379,729)
Exploration and evaluation B R B E MY

assets written off - (242,849) - (242,849)
Loss on disposal of property, HEME  BENMEK

plant and equipment o) 3= (151,844) - - (151,844)
Impairment of B
— exploration and evaluation — BGERTHEEE

assets (3,506,411)  (162,580,320) - (166,086,731)
— goodwil -E2 - (141,622,589) - (141,622,589)
— interest in leasehold land — HE R (3,807,309) - - (3,807,309)
— other receivable and — KA

prepayments RENFE (24,041,442) - - (24,041,442
— property, plant and equipment  — #¥1% + BE &R (184,375,293) - - (184,375,293)
Write down of inventories FEHR (645,177) - - (645,177)
Write off of inventories FEME (18,112,419) - - (18,112,419)
Write off of property, ME - BiE RR M

plant and equipment (45,063) - - (45,063)
Additions to segment PEFERBEERE

non-current assets 2,025,949 836,539 280,787,159 283,649,647

As at 31 December 2012 R-B-=F
t=A=t+-A
Segment assets NBEE 514,584,363 198,853,777 286,989,012 1,000,427,152
Segment liabilities NEEE (5,482,132) (5,143,939) (1,976,972)  (12,603,043)
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12 Segment Reporting (continued) 12 2
(@) Segment results, assets and (a)
liabilities (continued)

& Mo

Mining of
dolomite and  Exploration for Extraction
manufacture of iron ore, and
magnesium coal and bottling of
ingots manganese  mineral water Total
REAER BRERA - RERK
REESR R R4 SR RIK @5t
HKS$ HK$ HK$ HK$
BT BT BT BT
(Restated) (Restated) (Restated) (Restated)

(&=E5) (&=50) (&=51) (&551)

Year ended 31 December 2011 HZ2—_Z——F
+-A=t—HLFE
Reportable segment revenue BEEGRLON
(Note) (B¥3E) 11,185,489 - - 11,185,489
Segment profit/(loss) SEEF/ (BE) 7,178,021 (9,169,024) - (1,991,003)
Interest income FBUA 325,823 1,863 - 327,686
Finance costs BB (35,798,202) - - (35,798,202
Depreciation and amortisation TEREHE (24,949,562) (38,857) = (24,988,419)
Exploration and evaluation BB LA B E M
assets written off - (919,646) - (919,646)
Gain on disposal of property, HEME - BFEREE
plant and equipment ol 43,632 12,214 - 55,846
Impairment of RN
— exploration and evaluation - BRRTREE
assets - (22,656,172) - (22,656,172)
— goodwil -BE - (79,525,907) - (79,525,907
Write down of inventories FEHA (11,534,063) = - (11,534,063
Additions to segment AEFERBDEERE
non-current assets 79,529,537 421,852,175 = 501,381,712
As at 31 December 2011 RZFE——F
+=-A=t—8
Segment assets NEEE 750,810,759 502,594,055 - 1,253,404,814
Segment liabilities NHAE (10,597,078) (5,199,008) - (15,796,086)
Note: Bt
Segment revenue reported above represents revenue generated EXFE2®RDERAEREIMNBEFHWA « REF I
from external customers. There were no inter-segment sales in the EOWEHE (=T ——F : |)

current year (2011: Nil).
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12 Segment Reporting (continued) 12 oEHEHRB)
(b) Reconciliations of reportable (b) ATE2HOBUA - B - EER
segments revenue, profit or loss, EENYER
assets and liabilities
2012 2011
—E-=fF —E——F
HK$ HKS
BT HBIT
(Restated)
(#eE7)
Revenue KA
Reportable segment revenue BEXEE 1N 14,531,302 11,185,489
Loss 518
Reportable segment loss Al 2R H EpEE (22,620,408) (1,991,008)
Depreciation and amortisation ITE R o (26,500,736) (25,040,652)
Exploration and evaluation assets BN R aTAh & E M 3R
written off (242,849) (919,646)
Finance costs & KA (82,414,094) (62,561,975)
Gain on repayment of convertible bonds {38 A # % & 4 &) U 25 - 6,871,105
Interest income FLEWA 81,490 338,407
Impairment of exploration and IR R EEERE
evaluation assets (166,086,731) (22,656,172)
Impairment of goodwill HERE (141,622,589) (79,525,907)
Impairment of interest in leasehold land Z‘E‘*iiﬂﬂ% R (E (3,807,309) -
Impairment of other receivable and Hith fEUR R IB R B OB
prepayments VERIE] (24,041,442) -
Impairment of property, plant and Yz - BB R EERE
equipment (184,375,293) -
Net (loss)/gain on disposal of property, — HEYI% - B kR EH
plant and equipment ( EBi8) s EEE (151,844) 53,628
Write down of inventories FE MU, (645,177) (11,534,063)
Write off of inventories FEME (18,112,419) =
Written off of property, plant and R LG
equipment (45,063) -
Other unallocated amounts HEtADERSRE (24,560,627) (15,881,666)
Consolidated loss before taxation MR RI4R A BB (695,145,091)  (212,847,944)
Assets EE
Reportable segment assets A 2RO HEE 1,000,427,152  1,253,404,814
Unallocated corporate assets: ROMAREE :
Pledged bank deposits BHIRIRITIF 5K 14,833 48,338
Cash at bank and in hand RITAERRIRE 1,081,207 28,194,751
Others = 2,652,587 5,729,683
Consolidated total assets EREE 1,004,175,779 1,287,377,586
Liabilities =it
Reportable segment liabilities AIZHoHBAEE (12,603,043) (15,796,086)
Unallocated corporate liabilities: KABLARAE :
Bank loans, secured BIEIPIRITE K (462,382,223) (427,042,362
Convertible bonds AR ES (138,260,770) (26,159,373)
Unsecured loans from third parties KEE=HEEFEER (157,002,677)  (156,374,083)
Deferred tax liabilities EEFHIBAE (72,619,757) (62,743,028)
Others = (5,976,545) (2,387,246)
Consolidated total liabilities NN =N (848,845,015)  (690,502,178)
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12 Segment Reporting (continued) 12 EHEHRE)
(c) Geographical information (c) HEER
The following tables set out information about the TRHFH B () AR KRB INBEF K
geographical location of (i) the Group’s revenue from AN RAEEYE BEREZHE B
external customers and (i) the Group’s property, 2 BRETHEENRERERZRS (TEE
plant and equipment, goodwill, exploration and EMBEE ) HIELEER - RPAM
evaluation assets and mining deposit (“specified BB DIRBFTAEmATEMTIE © #§5E
non-current assets”). The geographical location of ERBEERMEMNETIA « (1) EEME
customers is based on the location at which the (B - BERZE)  RQ)ESE
goods are delivered. The geographical location of BEXGMEN(WEBREEERESE)H
the specific non-current assets is based on: (1) the $ o
physical location of the asset in case of property,
plant and equipment; and (2) the location of the
operations to which they are allocated, in case of
intangible assets and goodwiill.
USA Malaysia The PRC Others* Total
] ERET LA e it
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
-%--f %% -%--f -F-F -B--f -B-F% -F-fF —F-F —F-F F-F
HK$ HK$ HK$ HK$ HK$ HKS$ HK$ HK$ HK$ HKS$
7 B #7 B 7 B #7 B B7 B
Tumover o+ 7,996,233 457,596 142,283 2,148,220 = 11,925,486 3,046,973 14,531,302 11,185,489
* Others principally included Japan and Singapore. HithF E 0B ARREIE
Hong Kong Malaysia The PRC Indonesia Total
5 FRED L] 98 i
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
=%-=% %% -%-=f %% -%--f %% -%-F % -F ZR-F %%
HK$ HK$ HK$ HK$ HK$ HKS$ HK$ HK$ HK$ HKS
£ B #7 # B B #7 B #7 B
(Restated) (Restated) (Restated) (Restated)
(#83)) (&) (&) e27)
Specified non-curent  EFFEREEE
assets 855,209 957,993 497,059,054 690,011,102 279,976,835 - 198,491,174 502,334,170 976,382,272 1,193,303,265
(d) Information about major customers (d BEFTEEFHNER
Revenue from sales of goods to customers HEERTEFPAFRAMGAREBERKA
represents 10% or more of the Group’s total revenue 10% kA _EE#H S| AT ¢
is shown as follows:
2012 2011
— —F——F
HK$ HK$
BT BT
Customer a ZFa 8,554,808 6,294,041
Customer b ZFb 3,341,419 2,314,364
Customer ¢ ZF5c - 1,702,192

EXHENRBRAL AREEARE
EEiE | J2WOAHR

All revenue disclosed above is related to the “mining
of dolomite and manufacture of magnesium ingots”
reportable segment.
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(Expressed in Hong Kong dollars) (LA & T 31/{E)

13 Property, Plant and Equipment

(@) The Group

13 W% BERRE
A

(@)

Interest in
leasehold
land held
for own
Furniture use under
Plant and Motor and Office Computer operating
Buildings machinery vehicles fittings equipment equipment Retorts Sub-total lease Total
BESEHE
BEEAN
B2  EERES RE  BRARKE  BAZRE EERRE ERE Nt ERTHER @3t
HK$ HKS$ HKS HKS HKS$ HK$ HKS HKS$ HKS$ HK$
BT BT BT BT BT AT BT BT AL AT
Cost: R
At 1 January 2011 =
A-R 147,442,030 398,743,842 2,961,89% 6,311,397 22,042 81,661 81,804,925 637,367,792 14,831,962 652,199,754
Additions AE 48,349,741 21,347,958 1,214,958 6,587,345 56,419 10,146 1,451,054 79,017,621 - 79,017,621
Additions through BRKENEAR
acqisttion of RE (M 324)
subsidiaries
(Note 32(a) 33,515 = 23,386 = = = = 56,901 = 56,901
Disposals i © = (206,101) (11,089) = - - (217,190) - (217,190)
Exchange adjustments [ 3 5% (4,151,606) (11,223,408) (64,431) (174,961) (885) (281) (2,302,556) (17,938,128) (417 474) (18,355,602)
At 31 December 2011
191,673,680 408,868,392 3,909,707 12,712,692 77,576 91,526 80,953,423 698,286,996 14,414,488 712,701,484
At 1 January 2012 R-B——%
—R-H 191,673,680 408,868,392 3,909,707 12,712,692 77,576 91,526 80,953,423 698,286,996 14,414,488 712,701,484
Additions AE 991,162 4,273,206 299,219 1,258,788 37,567 16,219 - 6,876,161 - 6,876,161
Addtions through B BKEKBRR)
acquisition of RE (HE321)
subsidiaries
(Note 32(0)) 1,871,476 1,467,005 - - - - - 3,338,481 - 3,338,481
Disposals he - - (1,156,031) (94,925) - - - (1,250,956) - (1,250956)
Wite off W = = = (51,197) = = = (51,197) - (51,197)
Exchange adjustments & 5 3% 6,476,346 13,862,956 104,205 425,116 (204) (288) 2,737,298 23,605,429 487,400 24,092,829
At31 December 2012 =%
+ZA= Jr H 201,012,664 428,471,559 3,157,100 14,250,474 114,939 107,457 83,690,721 730,804,914 14,901,888 745,706,802
Accumulated REHHE - B
depreciation, R
amortisation and
impairment:
At 1 January 2011 -
—-A-B 8,603 = 408,492 290,063 2,515 29,248 = 738,921 711,184 1,450,105
Charge for the year FRZH 3,842,647 16,106,921 367,704 1,025,050 15,406 26,892 3,301,171 24,685,791 147,753 24,833,544
Written back on LERE
disposals - - (112,069) (4,799) - - - (116,868) - (116,868)
Exchange adjustments [ 3 5% (145,213) (590,230) (14,066) (44,891) (29) (79 (121,076) (915,584) (25,435) (941,019
At31 December 2011 R=F——%
+-A=+-R 3,706,037 15,616,691 650,061 1,265,423 17,892 56,061 3,180,095 24,392,260 833,502 25,225,762
At 1 January 2012
3,706,037 15,616,691 650,061 1,265,423 17,892 56,061 3,180,095 24,392,260 833,502 25,225,762
Charge for the year ERTH 4,159,260 16,938,433 376,515 1,339,617 18,138 24,946 3,290,149 26,147,068 147,259 26,294,317
Impairment e 52,331,793 107,342,683 415,320 3,152,469 = = 21,133,028 184,375,203 3,807,309 188,182,602
Written back on HERE
disposals - - (449,362) (14,249) - - - (463,611) - (463,611)
Write off # - - - (6,134) - - - (6,134) - (6,134)
Exchange adjustments & % 5% 122,144 510,347 24,180 41,000 2,347 8 105,004 805,030 28,070 833,100
At31December 2012 W=F—=%
+-A=1+-8 60,319,234 140,308,154 1,016,714 5,778,126 38,377 81,015 27,708,276 235,249,896 4816,140 240,086,036
Carryingamount: BRI :
At31December 2012 W=F—=%
+ZA=1+-R 140,693430 288,163,405 2,140,386 8,472,348 76,562 26,442 55,982,445 495,555,018 10,085,748 505,640,766
At31December 2011 R=T——%
+=A=1t-B 187,967,643 393,351,701 3,269,646 11,447,269 50,684 35,465 77,773,328 673,894,736 13,680,986 687,475,722
FMREXERAE FHR2012 119
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e R R MR ()

(Expressed in Hong Kong dollars) (LA T 3I1E)

13 Property, Plant and Equipment continuveq) 13 #1% - BERRE (&)

(b) The Company (b) AT
Office Furniture Computer Motor
equipment andfittings  equipment vehicle Total
BAERE  HARER BB AE @t
HK$ HK$ HK$ HK$ HKS$
BT BT BT BT BT
Cost: B
At 1 January 2011 R-—ZE——F—H—H 22,042 95,418 71,669 - 189,129
Additions NE - 3,800 - 858,446 862,246
At 31 December 2011 RZE——F
+Z-A=+—H 22,042 99,218 71,669 858,446 1,051,375
At 1 January 2012 R-E——F—F—H 22,042 99,218 71,669 858,446 1,051,375
Additions NE - - 16,219 - 16,219
At 31 December 2012 RZT——F
+-A=+—H 22,042 99,218 87,888 858,446 1,067,594
Accumulated 2HNE:
depreciation:
At 1 January 2011 R=T——%F—HF—H 2,515 11,685 29,082 - 43,282
Charge for the year FRZH 2,204 9,700 23,890 14,307 50,101
At 31 December 2011 RZZ——F
+-A=+—H 4,719 21,385 52,972 14,307 93,383
At 1 January 2012 RZE——-%—f—H 4,719 21,385 52,972 14,307 93,383
Charge for the year FRTH 2,204 9,922 21,031 85,845 119,002
At 31 December 2012 RZZ-——F
+-A=+—H 6,923 31,307 74,003 100,152 212,385
Carrying amount: REE:
At 31 December 2012 RZT——F
+-A=+—H 15,119 67,911 13,885 758,294 855,209
At 31 December 2011 NZE——F
+-A=t—H 17,323 77,833 18,697 844,139 957,992
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Notes to the Consolidated Financial Statements (Contlnued) -~ "
RE MR HRRME (&) = )
(Expressed in Hong Kong dollars) (LA & T 31/1E)
13 Property, Plant and Equipment continuves) 13 #1% - BERR®E (&)
(c) The carrying amount of properties of the Group is as (c) A&EEMENE@MENT :
follows:
2012 2011
—B-CfF —E——%F
HK$ HK$
BT BT
Interest in leasehold land held for RIEEBBINMCEHE
own use under operating leases BIEE AMMEE gz
outside Hong Kong — long term — KH 10,085,748 183,580,986
(d) Included in the Group’s property, plant and (d AEER-_T——F+_F=1+—H&Y

equipment as at 31 December 2012 are buildings,
plant and machinery, motor vehicles, retorts and
interest in leasehold land held for own use under
operating lease situated in Malaysia, with carrying
amounts of HK$138,629,527 (201 1:
HK$187,917,103), HK$284,356,114 (2011:
HK$393,165,680), HK$1,100,203 (2011:
HK$2,399,467), HK$55,982,445 (2011
HK$77,773,328) and HK$10,085,748 (2011:
HK$13,580,986), respectively located in Malaysia
and operated by CVMSB. In light of the sustained
operating losses of CVMSB and suspension of its
production plant, the directors of the Company
conducted a review on the recoverable amount of
cash-generating units (“CGU”) for mining of dolomite
and manufacture of magnesium ingots based on
value in use calculation and determined that
impairment loss of HK$188,182,602 was recognised
(2011: Nil) and included in other operating expenses
in the consolidated income statement. The cash flow
projections were based on financial budget approved
by management, covering a ten-year period, which
represents approximately the remaining license
period of the mining right to mine and extract
magnesium dolomite from two pieces of land in the
state of Perak, Peninsula Malaysia (the “Dolomite
Land”), with zero growth rate, and a discount rate at
14.57% (2011: 13.02%) with reference to the
valuation prepared by an independent qualified
professional valuer, GC Appraisals Services
Company Limited (“GC Appraisals”) as at 31
December 2012. Other key assumptions applied in
the value in use calculation relate to the estimation of
cash inflows/outflows which include budgeted sales
and gross margin. The discount rate used is pre-tax
and reflects specific risks relating to the relevant
segment.

EREEXERAT FH2012

¥ BEEREBEEEMNERAE KA
CVMSBEEMET « E ks - )R8 -
BREMAERATRESCEHERER
AOHEELHER REED A
138,629,527 T (=ZF——%F : 187,917,103
T ) 284,356, 1148 T (= F — — 4 :
393,165,680/87C) * 1,100,203 T (==
—— 4 : 2,399,467 8 7T ) * 55,982,445 /%
(=T — — % :77,773,328 Bt ) &
10,085,748 % m( = T — — F:
13,580,986 /5 7T ) © 22 2 CVMSB ##3 & 4%
EEBREBEEREE AR aESR
FREBENEFEZHARAEAREEE
MBS ELSEMN ((ReEELEM]) /M
el S EEHEITERN - WEERRBERIE
188,182,602 B (ZE——4F : &) - I
FFAGAERERTPEMEERSE - HER
SEADEREEEBHAENTBIEE KL
S2ERBUAEREEGERM  GC
Appraisals Services Company Limited([ GC
Appraisals ) R ZE ——F+ A =+—
BiREINMEESE P RI1I0FH(EMEE
RORERAEFEEMNMREL((AER
T ) AR RIEREE A EAMRAEEZ
BT AERA)  ETIBRERARE
B1457% (ZF ——4F : 13.02%) ° 7T &
FREBMRANEMEZREERS R
A RENGEET AR EeEBEEHER
FEHE - WMz AR R EANBRTIE - A
KBRS S AR R -
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13 Property, Plant and Equipment (continued)

122

(e)

(f)

(9)

The significant portion of buildings, retorts and the
interest in leasehold land held for own use under
operating lease of the Group with an aggregate
carrying amount of HK$203,608,699 (2011:
HK$277,820,364) are pledged to a bank for banking
facilities granted to the Group (see Note 27).

Property, plant and equipment held

under finance leases

The Group leases motor vehicles and equipment
under finance leases expiring in 2 to 5 years. None
of the leases includes contingent rentals. During the
year, none of additions to property, plant and
equipment of the Group were financed by new
finance leases (2011: HK$1,177,184). As at 31
December 2012, the carrying amount of motor
vehicles and furniture and fittings held under finance
leases of the Group was HK$3,979,876 (2011:
HK$5,006,999).

The Company leases a motor vehicle under a finance
lease expiring in 5 years. It does not include
contingent rentals. During the year, none of additions
to property, plant and equipment of the Company
were financed by new finance leases (2011:
HK$858,446). As at 31 December 2012, the carrying
amount of a motor vehicle held under a finance lease
of the Company was HK$758,294 (2011:
HK$844,139).

At the end of the reporting period, the property
ownership certificates in respect of the property
interests held in the PRC have not been issued by
the relevant PRC government authority. The carrying
amount of the properties was HK$1,838,366 (2011:
Nil) at the end of the reporting period.
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13 W% WERRE

(e)

(f

(9)

By ERERASERBREEME
HIEEAMEELT W RAFEEAE
203,608,699/ TT(=F ——% : 277,820,364
BT ERETAKENRITHERMT
RAT(RME27) -

REMELEFTENYE  BE
R&fE
AEEBREREAERNS TEREE  F
HE2FEESF - EMAERERARS -
FN - AEETESBTBRERE LMY
¥ BELEE(ZZE——F 1,177,184
BIL) c RZFE—=—F+=ZA=+—8"
AEERBERERERBEMNTE MMEMKE
SR BREE 43,979,876/ T (T ——
£ : 5,006,999 7)) ©

ARRIREREREMAETE - ¢,HH7,%5
FHWEBFERAMAS - TR AR
WEFBFRERSIHMNYE - ﬁ)%&ux
H(ZF——F:85844687L) - R=-F
——H#+-A=+—8 " AQaRERE
HEREMAEMNIREEAT758,294 7% T
(ZZT——% : 84413978 7T) °

RS AR - B R BB AT HERE A R 2
R BIF YRS EMBREE - R
WEER - ZEYEAREE A 1,838,366
BLT(ZE——F &) -
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e F R M R ()

(Expressed in Hong Kong dollars) (LA T 3I/1E)

14 Goodwill 14 BE
The Group
AEH
HK$
BIT
Cost: B :
At 1 January 2010 RZE—FTF—-H—H =
Addition through acquisition of subsidiaries i i8I i i B 22 7 42 /N 79,525,907
At 31 December 2010 R-_ZE—TF+_-_A=+—H 79,525,907
At 1 January 2011 N_—_TE——%F—HF—H 79,525,907
Addition through acquisition of subsidiaries 3% i@ U & b1 B A = 1 42 40
(Note 32(a)) (P 5E 32(a)) 141,622,589
At 31 December 2011 (as restated) RZZE—F+-A=1+—H =) 221,148,496
At 1 January 2012 (as restated) RZZE——F—H—H(E=E7) 221,148,496
Addition through acquisition of subsidiaries 3% i@ U & Bt 8 A = 1 42 0
(Note 32(b)) (M47E32(b)) 111,180,501
At 31 December 2012 RZE——F+-_A=+—H 332,328,997
Accumulated impairment losses: ZiHBEEE :
At 1 January 2010, 31 December 2010 and W-_ZT—ZFF—F—H - —T—ZTF
1 January 2011 +ZA=t+—BRZT——F—H—H -
Impairment loss DEREN SR 79,525,907
At 31 December 2011 (as restated) R_ZF—F+-_A=+—8(KE5) 79,525,907
At 1 January 2012 (as restated) R-ZT——F—F—H(KE7) 79,625,907
Impairment loss RIEEE 141,622,589
At 31 December 2012 RZE——F+-_A=+—H 221,148,496
Carrying amount: BRIEIE :
At 31 December 2012 N-_E——F+_-_A=+—H 111,180,501
At 31 December 2011 (as restated) RZE—F+=ZA=+—H(&E7) 141,622,589
At 31 December 2010 RZE—ZTF+_A=+—H 79,525,907
FMRREEFRAR FH82012 123
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(Expressed in Hong Kong dollars) (LA T2I1E)

14 Goodwill (continued)

124

(a) The provisional goodwill arose in the acquisition of

Step Pacific Development Limited and its
subsidiaries (“Step Pacific Group”) during the year
ended 31 December 2011 as set out in Note 32(a).
In the opinion of the directors of the Company, the
goodwill represents the future economic benefits
together with the current establishment of the
operation arising from the potential growth in the
mining business acquired.

A valuation report, prepared by an independent
qualified professional valuer, Norton Appraisals
Limited and received in the current year, shows that
the fair value of exploration and evaluation assets of
the acquired subsidiaries at the date of acquisition,
determined based on the income-based method,
was HK$279,610,200 (see Note 15). The
comparative figures of 2011 have been restated as if
the initial accounting had been completed at the
acquisition date.

The following table discloses the adjustments that
have been made to the consolidated statement of
financial position as at 31 December 2011.

14

[SE1C )
(@) #z=—=——F+-A=+—HBHLEEFEK
f# Step Pacific Development Limited 5 £t
BRARIMEENE EmEEHNMESI2@a) -
RATREERE  BEREWBRESES
VBT IE R PTE £ R RREEN &= MR A

BN ABREEAEMEREERETEER
NEFTmRE IR ANFEERE N EEREE
T FTRERB AR MR RFEEE
REEBNRAFERRAZLZETE A
279,610,200 7L (R Mi5E15) e =F ——
FHRALRBFELSY BTt
TEE RIS B BAZERK ©

TREER-T——F+-A=+—AC
i AP BT R e BB -

Adjustments

to fair value
As of assets
previously acquired in As
reported prior years restated
TEWEEE
[RFEZ7 N EFHE K7
HK$ HK$ HK$
BIT HBIT HBIT
Goodwill EES 220,209,759  (78,587,170) 141,622,589
Exploration and evaluation &% K& 7 H & E
assets 84,374,090 279,610,200 363,984,290
Deferred tax liabilities BLEFIBAE (16,649,071)  (46,093,957)  (62,743,028)
Total effect on assets and HEERABGED =
liabilities 287,934,778 154,929,073 442,863,851
Exchange reserve b 5 (s 18,072,409 47,197 18,119,606
Non-controlling interests FEIE AR M 2 38,217,583 115,694,376 153,911,959
Share premium &% B 532,611,938 39,187,500 571,799,438
Total effect on equity HESNETE 588,001,930 154,929,073 743,831,003
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14 Goodwill (continued)
(b) The goodwill arose in the acquisition of Victory

(c)

Dragon Group during the year ended 31 December
2012 as set out in Note 32 (b). In the opinion of the
directors of the Company, the goodwill represents
the future economic benefits together with the
current establishment of the operation arising from
the potential growth in the mineral water business
acquired.

A valuation report, prepared by GC Appraisals,
shows that the fair value of exploration and
evaluation assets of the acquired subsidiary at the
date of acquisition, determined based on the
income-based method, was HK$161,763,000 (see
Note 15).

Impairment tests for cash-generating
units containing goodwill

At the end of the reporting period, goodwill is
allocated to the Group’s CGU identified according to
country of operation and operating segment as
follows:

14 BHE
(b)

(c)

@i—v —F+-_A=+—HLFEK
B EEEAMELNPERRMTEI2(D)
ARAREERE HERCRERRKE
TSR BRI RATE AR REEFR 25 R
BEBEE -

GC Appraisals FTiR 2L A (B RS # R - FT
iz 88 1 BB 7 ) A B R Rk BT B EE R KB A
BN T ER W AEE E & 161,763,000
T (RMIEE15) o

EJQ%%ZE%EE%&ZHE
lz\l

RBERR - AEBRREERR LS
DEBACREELEEN D IEE

2012 2011
—E-——F —T——%F
HK$ HK$
(Restated)
(& E5)

Exploration for iron ore, coal and EEA - Bk MERRENR
manganese - 141,622,589
Extraction and bottling of mineral water — $2H & Z 3 AE R 7K 111,180,501 -
111,180,501 141,622,589

(i) Exploration for iron ore, coal and manganese
The recoverable amounts of the CGUs of
exploration for iron ore, coal and manganese
are determined based on value in use
calculations. These calculations use pre-tax
cash flow projections based on financial
budgets and production forecasts as prepared
by management, covering a five-year period.
Cash flows beyond the five-year period are
extrapolated using zero growth rate. The
discount rates applied to the cash flow
projections are 26.94% (2011: 20%) for
exploration iron ore, coal and manganese in
Aceh, Indonesia and 20.35% (2011: 20%) for
exploration for manganese in Yogyakarta
Province, Indonesia. The discount rates used
are pre-tax and reflect specific risks relating to
the relevant segment.

MOREEERAT F32012

() BIEA - RREEAEE

HEA  EREENHERESES
BB M A] U Bl & 58 Th iR A EE AT
B o ZETE U AR € R E FRAE
2 MEDERTEERIUNG K
TEEREETRER - S REFH - B5
FHZRSRE NIRRT RRES o
FRENERE A NSRS - Kk KiE
iR A R ENFE Yogyakarta & H) i B
RIS RETBAER 2R XS 3
526.94% (= F — — F : 20%) &
20.35% (= F——1F : 20%) ° IR
2B RERIGEIE S ARMAE
oS EER
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14 Goodwill (continued)
(c) Impairment tests for cash-generating
units containing goodwill (continued)

126

(i)

(i)

Exploration for iron ore, coal and manganese
(continued)

Taking into account the market situation and
the performance of these mines as described
in Note 15 and making reference to the
valuation performed by GC Appraisals as at 31
December 2012, the Company’s directors
determined that there are impairment losses of
HK$141,622,589 (2011: HK$79,525,907) on
its CGUs containing goodwill for the year
ended 31 December 2012.

Extraction and bottling of mineral water

This growth rate is based on the relevant
industry growth forecasts and does not exceed
the average long-term growth rate for the
relevant industry.

The recoverable amount of the CGU of
extraction and bottling of mineral water is
determined based on value in use calculation.
The calculation use pre-tax cash flow
projection based on financial budgets
approved by management covering a five-year
period, the CGU’s cash flows beyond the five-
year period are extrapolated using steady
average growth rate of 15.56%. The discount
rate applied to the cash flow projection is
24.15%. The discount rate used is pre-tax and
reflects specific risks relating to the relevant
segment.

Taking into consideration the market situation
and the performance of the mine as disclosed
in Note 15, and making reference to the
valuation performed by GC Appraisal as at 31
December 2012, the Company’s directors
determined that there are no impairment
losses on its CGU containing goodwill to the
year ended 31 December 2012.

CVM MINERALS LIMITED Annual Report 2012
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BEE)

(c) SEEEBCREELEENZRE
B (#)
() HIEE - ERREEEEF(E)

(i)

HE-_Z——F+=-A=+—H1t
FE - NRREBLE R &H
15T LRI - WBEGC
Appraisals it — F — — & + = A
=t+—HETHNHEER BTESE
AEZRSELBENSFRAERE
141,622,589% (= & — — F:
79,525,907 7T ) °

L VEL LR

o35 7 1 LA BT 3 B TR
BT BURABHIART RO TS
B R -

ERREEKBABERKASELECMDN
A EeRYIREREETE - &
AEURBARSRERAGE
MEDEREEEA AL KA FH
WP RIEEHE  AFPRRESE
B HIR SR E TR 15.56% iR
EFHREXRHEE - RS REFER
JEFR 2 BE3R K /524.15%  £R#N 2 Bh
BEEAHRHIE - BREEED
EREy ELEE AR

RAAREFELRERTREMFES
Bt % 1L B9 &k R I 2 EGC
Appraisals® — & — — & + — A
=+ HEMTHMHER BEEZE
T —E+-f=+—ItFE -
SERBZREeEL BN EESF
EEE o
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e B ISR R M () o~

(Expressed in Hong Kong dollars) (LA & T 31/1E)

15 Exploration and Evaluation Assets 15 BHRKFEHEE
The Group AEE
Mining of
dolomite and Exploration Extraction
manufacture for iron ore, and
of magnesium coal and bottling of
ingots manganese mineral water Total
ﬁ%ﬂ*ﬁ& BRERA - RERER N
EEHE HERRE Rk Bzt
HK$ HK$ HK$ HK$
BT BT BT BT
Cost: ﬁSZZF
At 1 January 2010 T—ZF—F—H 3,683,359 - - 3,683,359
Avrising on acquisition of subsidiaries IH&Zﬁ%BﬁE AlEE - 108,196,172 - 108,196,172
Additions AE - 946,032 - 946,032
Exchange adjustments X AR 422,474 9,695 - 432,169
At 31 December 2010 RZZE-FF+_A=+—H 4,105,833 104,151,899 - 108,257,732
At 1 January 2011 RZE——F—f— 4,105,833 104,151,899 - 108,257,732
Avising on acquisition of subsidiaries Iuﬁzﬂ%ﬁﬁ% TFE
(Note 32(a) (3£ 32()) - 279,610,200 - 279,610,200
Additions NE - 252,884 - 252,884
Write off Miss - (919,646) - (919,646)
Exchange adjustments fE X R (115,567) (46,116) = (161,683)
At 31 December 2011 (asrestated) R ZZE——F+-ZA=+—H
( LE5) 3,990,266 383,049,221 - 387,039,487
At 1 January 2012 (as restated) R-E——&—Hf—H
(#&=5l) 3,990,266 383,049,221 - 387,039,487
Arising on acquisition of subsidiaries  FUEE B A 7 £
(Note 32(b)) (FizE32(0)) = - 161,763,000 161,763,000
Write off s ﬁ - (242,849) - (242,849)
Exchange adjustments I 3 AR 134,924 - - 134,924
At 31 December 2012 RZE——F+-F=1—H 4125190 382,806,372 161,763,000 548,694,562
Accumulated amortisation R BERAE
and impairment:
At 1 January 2010 —ZT5—-HA—H = = = -
Charge for the year $$F§ﬁ 196,498 - - 196,498
Exchange adjustments [E 5 8,793 = = 8,793
At 31 December 2010 RZZ-ZFE+_-A=+—H 205,291 - - 205,291
At 1 January 2011 R-Z—&—H—H 205,291 = = 205,291
Charge for the year NEETH 207,108 = = 207,108
Impairment loss BEEE = 22,656,172 = 22,656,172
Exchange adjustments I 51, %8 (13,374) - - (13,374)
At 31 December 2011 R-E—F+-A=+—H 399,025 22,666,172 - 23,065,197
At 1 January 2012 W-ZE——%—HF—H 399,025 22,656,172 - 23,055,197
Charge for the year AEESH 206,419 = = 206,419
Impairment loss R E 3,506,411 162,580,320 - 166,086,731
Exchange adjustments M 5 A% 13,335 - - 13,335
At 31 December 2012 RZE——F+-fA=1+—H 4,125,190 185,236,492 - 189,361,682
Carrying amount; BREE
At 31 December 2012 RZE——F+-F=1+—H - 197,569,880 161,763,000 359,332,380
At 31 December 2011 (asrestated) R ZZE——F+ZA=+—H
( L&) 3,591,241 360,393,049 - 363,984,290
At 31 December 2010 RZZE-FF+_A=+—H 3,900,542 104,151,899 - 108,052,441
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15 Exploration and Evaluation Assets
(continued)

128

(@)

CVMSB has undertaken various feasibility studies in
relation to the mining and extraction of dolomite in
Peninsula Malaysia since 2004. On 15 June 2006,
CVMSB entered into an agreement (the “Mining
Agreement”) with Harta Perak Corporation Sdn.
Bhd. (“HPC”), a subsidiary of the Perak State
Development Corporation, a shareholder of the
Company. Pursuant to the Mining Agreement,
CVMSB has been granted, at no initial cost, an
exclusive right to mine and extract magnesium
dolomite from the Dolomite Land for a period of 20
years, with an option to renew for a further period of
10 years. The Mining Agreement can be terminated
early by the Group by giving one month’s written
notice to HPC. CVMSB is required to pay royalties to
HPC based on the volume of dolomite extracted,
subject to a monthly minimum payment (see Note
34(b)). Due to suspension of its production plant,
CVMSB did not extract any dolomite from the
Dolomite Land during the year ended 31 December
2012.

Mining activities for this dolomite project had started
in 2010 and the amortisation charge relating to the
project for the year is included in “administrative
expenses” (2011: “administrative expenses”) in the
consolidated income statement.

At 31 December 2012, the Group determined the
recoverable amount of CGU for mining of dolomite
and manufacture of magnesium ingots based on
value in use calculation. That calculation uses cash
flows projections based on financial budgets and
production forecast as prepared by management,
covering a ten-year period, which represents
approximately the remaining licence period of the
mining right to mine and extract magnesium
dolomite from the Dolomite Land, with zero growth
rate, and a discount rate of 14.57% (2011: 13.02%)
with reference to the valuation performed by GC
Appraisals as at 31 December 2012. The discount
rate used is pre-tax and reflects specific risks relating
to the relevant segment. Consequently, the
recoverable amount of CGU in respect of the
exploration and evaluation assets held by CVMSB
was below its carrying amount, an impairment loss
of HK$3,506,411 (2011: Nil) has been recognised
and included in other operating expenses in the
consolidated income statement.
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CVMSBE ZZ T F 2 A H KA R
FERERREREEAETZIEITIEMR
KRo-RZTZEFA+HHB  CVMSB
ERZR N R A% R R R M 45 7 3 R 1 (Perak
State Development Corporation) # Hf B 2
A] Harta Perak Corporation Sdn. Bhd.
(THPC) ATz 1% ([ ERE R ) © IRIBER
&% 5% - CYMSBE & 78 £ o] ¥1) B Al AN /9
BERTERRAEA T RAERIREEE
HEAMEERE - BHI20F @ Al REBEHR
10F c AEBEAMHPCE T —EAEM@
AR R R RIE W & - CYMSBZER &
FIiRREEENEELRE ARENKA
HPC 2 (S EH|#E & (R IIE34() - BEZ
T——F+ZA=+—HLEE R
CVMSBHVAFE M F & (=48 » i H I &
HEAEA T HFAREMNAES ©

AEELEENFAREBHER T —ZF
Fm - MERAFREENEHERIA
frealkaERn [THAX ] (ZT——%F:
[TTBF ) A -

RZTE——F+ZA=+—8 ' A5E%
FREEFESERARAEANEES
RETHSEASEM ] REIS5E - %At
B 77548%% GC Appraisals R = Z— —4F
TZRA=+—HETZHER  KRAEE
BERESRI0OFH(EBEERBEREZRA
T R R IR BN B A AR E R 2 R
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15 Exploration and Evaluation Assets
(continued)

(b)

PT. Commerce Venture Iron Ore (“PTCV Iron”) and
PT. Commerce Venture Coal (“PTCV Coal”), both
indirectly held subsidiaries of the Company, have
exploration mining permits in relation to the mining
and extraction of coal, iron ore and manganese in
Indonesia.

PTCV Coal holds exploration mining permits for (i)
coal exploration in an area of 10,000 (2011: 10,000)
hectares in Beutong and Tadu Raya Subdistrict,
Nagan Raya Regency, Nanggroe Aceh Darussalam
Province of Indonesia, valid until 7 October 2013
(“Permit 17); and (i) manganese exploration in an
area of 3,710 (2011: 3,710) hectares in Bakongan
Subdistrict, South Aceh Regency, Nanggroe Aceh
Darussalam Province of Indonesia, valid until 5
November 2012 (“Permit 2”).

PTCV Iron holds exploration mining permits for (i)
coal exploration in an area of 9,825 (2011: 9,825)
hectares in Kuala and Tadu Raya Subdistrict, Nagan
Raya Regency, Nanggroe Aceh Darussalam
Province of Indonesia, valid until 5 March 2014
(“Permit 3”); and (i) iron ore exploration in an area of
450 (2011: 1,500) hectares in Pananggalan
Subdistrict, Subulussalam City, Nanggroe Aceh
Darussalam Province of Indonesia, valid until 14
December 2012 (“Permit 4”).

Permit 2 and Permit 4 have expired in the year. The
Group has submitted applications to the relevant
local authorities for extension of these permits.
Subsequent to 31 December 2012 and up to the
approval date of the consolidated financial
statements, a one year extension for Permit 2 has
been granted on 28 January 2013 without additional
costs incurred nor any changes in the mining area
being covered by the permit, but the extension for
Permit 4 has not been awarded to the Group.

According to Indonesian mining law (Law No. 4 of
2009), an exploration mining permit for coal can be
given for a maximum period of 7 years while an
exploration mining permits for iron or manganese
can only be given for a maximum period of 8 years.
Production operation mining permits are guaranteed
to be granted for undertaking the production
operation stage activity which may be valid for up to
20 years and may be extended two times for 10
years each time. In the opinion of the directors of the
Company, applications for extension will be granted
to the Group ultimately without material additional
costs.

15 BRRFEEE )

(b)

EREEXERAT FH2012

7NN &) [ # Bt B A B1PT. Commerce Venture
lron Ore ([PTCV Iron ) £2PT. Commerce Venture
Codl ([PTCV Coall) IEHL7EENE RAER M BBV
)~ RO MR TS AT T AT

PTCV Coal #75 &) B #R 5 R FF A & /] () X
Efl fE Nanggroe Aceh Darussalam & Nagan
Raya Regency #J Beutong & Tadu Raya %

210,000 (=F——% : 10,000) AHETE
RERROE  BRHAE—F—=F1AH
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J&)O
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JE Nanggroe Aceh Darussalam & Nagan
Raya Regency ) Kuala & Tadu Raya?® [&
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15 Exploration and Evaluation Assets
(continued)

130

()

(continued)

According to the legal opinion as regards the
extension for Permit 4, it can be extended once only
and for the period of one year. The Group applied for
the extension which was approved in 2011. There
are no provisions under current laws and/or
regulations that the extension of exploration mining
permit would be granted. The approval on the
extension would be at the discretion of the
Indonesian government authorities.

During the year ended 31 December 2012, the
Group did not conduct any exploration in these
mines due to its limited cash resources. No
exploration and evaluation costs were capitalised
and income was derived from these mines during
the years ended 31 December 2012 and 2011.

At 31 December 2012, the Group determined the
recoverable amounts of CGU for mining rights of
coal, iron ore and manganese held by PTCV Iron
and PTCV Coal based on value in use calculation.
The calculation uses pre-tax cash flow projections
based on financial budgets and production forecast
as prepared by management, covering a five-year
period. Cash flows beyond the five-year period are
extrapolated using zero growth rate. The discount
rate applied to the cash flow projection is 26.94%
(2011: 20%). The discount rate used is pre-tax and
reflects specific risks relating to the relevant
segment. Taking into consideration the uncertainties
as mentioned above and making reference to the
valuation performed by GC Appraisal as at 31
December 2012, the Company’s directors
determined that the recoverable amounts of CGUs
in respect of these Permit 1, Permit 3 and Permit 4
were above its carrying amount, reversal of
impairment losses of HK$6,960,000 (2011: loss:
HK$22,656,172) has been recognised and included
in other operating expenses in the consolidated
income statement.
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15 Exploration and Evaluation Assets
(continued)

()

PTLM holds a production operation mining permit
for manganese in an area of 195 hectares in the
Jatimulyo Village, Girimulyo Subdistrict, Kulon Progo
Regency, Daerah Istimewa Yogyakarta Province,
Indonesia, (“Mining area”). The permit is used for
mining activities including construction, mining,
processing and refining or smelting as well as hauling
and sales of manganese in the Mining area. The
production operation mining permit is valid for a
period of 10 years from 24 February 2011 and is
capable of being extended for two further terms of
10 years each at the maximum. PTLM has
undertaken various feasibility studies in relation to
the mining of and exploration for manganese in the
Mining area.

No exploration activities were conducted in the
mines as the Group lost contact with the legal
representative of PTLM in 2012. This brought to a
halt to the daily operations and mining activities of
PTLM (see Note 17). No exploration and evaluation
costs were capitalised and no income was derived
from the mine of manganese during the years ended
31 December 2012 and 2011.

At 31 December 2012, the Group determined the
recoverable amount of CGU for PTLM based on
value in use calculation. The calculation uses cash
flow projection based on financial budgets and
production forecast as prepared by management
covering a five-year period. Cash flows beyond the
five-year period are extrapolated using zero growth
rate. The discount rate applied to the cash flow
projection is 20.35% (2011: 20%). The discount rate
used is pre-tax and reflects specific risks relating to
the relevant segment. Taking into consideration the
uncertainties mentioned in Note 17 and making
reference to the valuation performed by GC
Appraisal as at 31 December 2012, the Company’s
directors determined that an impairment loss of
HK$169,540,320 (2011: Nil) has been recognised
and included in other operating expenses in the
consolidated income statement.

15 BRRFEEE )

(©

PILME B i £ EL LS FRRTAI&E - B Rk
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15 Exploration and Evaluation Assets
(continued)

132

©

As explained in Note 32 (b), the Group indirectly
acquired Long Chuan during the year ended 31
December 2012. Long Chuan is engaged in the
manufacturing and distribution of bottled mineral
water and has its own factory locating in the PRC for
manufacturing bottled mineral water in its own brand
names, which are Jenbo and Royal Green.

Long Chuan holds a mineral water permit to extract
maximum volume of water up to 33,000 meter cube
per annum in relation to the Longchuan Spring (the
“Water Permit”) from 1 March 2007 to 16 February
2015. A mining permit to extract mineral water in the
stipulated mining area for a period from 23
December 2011 to 23 December 2021 has been
granted.

The Longchuan Spring is situated at Damiao Village
Longmu Town Longchuan County Heyuan City ()&
el || B2 RESHSE K EEHY), the PRC, with an aggregate
mining area of approximately 0.3956 km?. It is well
connected with the source of the East River
(Dongjiang) which supplies fresh water to Hong
Kong and parts of Guangdong Province. The
Longchuan Spring is protected by a protection zone
of 30 km in radius with no significant industrial
pollution source within a radius of up to 50 km.
Longchuan Spring contains six of the eight
prescribed minerals in sufficient quantity to quality,
including free carbon dioxide.

According to the technical report prepared by EXR
BHE R T T2 A (unofficially translated as
Guangdong Province Geological Engineering
Consulting Firm) in July 2003 (the “Technical Report
2008”), the Longchuan Spring provides about
270,000 tons of minerals water annually and the
water contains significant amounts of minerals
including potassium, sodium, calcium, magnesium,
lithium, strontium and zinc.
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15 Exploration and Evaluation Assets 15 #BHRKFEHEEEE)

(continued)

(d)  (continued) @ (&)

At 31 December 2012, the Group determined the R-ZE—=—F+-_A=+—H ~5EE

recoverable amount of CGU for extraction and
bottling of mineral water based on value in use
calculation. The calculation uses cash flow projection
based on financial budgets and production forecast
as prepared by management covering a five-year
period, the CGU’s cash flows beyond the five-year
period are extrapolated using steady average growth
rate of 15.56%. This growth rate is based on the
relevant industry growth forecasts and does not
exceed the average long-term growth rate for the
relevant industry. The discount applied to the cash
flows projection is 24.15%. The discount rate used
is pre-tax and reflects specific risks relating to the
relevant segment. Making reference to the valuation
performed by GC Appraisal as at 31 December
2012, the Company’s directors determined that no
impairment loss has been recognised for the year
ended 31 December 2012.

16 Mining Deposit

This amount represents a deposit of RM90,000 (equivalent

to HK$228,125) at 31 December 2012 (2011: RM90,000

ERAEETE AR R R ERERKE
THREELBMZAKEEE - Zit 8 A
FERAEREREY R AN BIEE
RAEETEA  AFHERSELBMNIE
© M2 T11E15.56% K TR T 1918 R K
B o B RENIRBABITEIGRTERE
F - BWEBHARTENTERGER
R B REBRAERZUHEXRA
24.15% ° BR#N 2 BEER M AR MBRFIE - B
RMEBOE R EEREE - NRARESRL
2% GC Appraisals R —E——F+ A
=T —HETHHER  BEREE
——F+ A=+t BILFEITEEDR
B8 -

16 HERS
HeEIER-_E——F+-_A=+—BAr&E
1B R

% (RPEE15(a) X T FHPCHIZ &

(equivalent to HK$220,664) paid to HPC pursuant to the 90,000 H# (1851 228,125 B L) (=T ——4F :
Mining Agreement (see Note 15(a)) by the Group. 90,000 55 # (185574 220,664 B 7)) °
17 Investments in Subsidiaries 17 RAMBARNERE
The Company
¥IN/NE|
2012 2011 2010
—E-—F —T——%F —T—ZF
HK$ HK$ HK$
BT ABIT BIT
(Restated) (Restated)
(#eE3) (geE7)
Unlisted shares, at cost JE ETHRRD © IR 457,898,800 457,821,136 198,633,636
Impairment loss RIEEE (248,569,098)  (108,037,403) =
209,329,702 349,783,733 198,633,636
Amounts due from subsidiaries NG e 592,133,807 343,068,999 238,398,747
Impairment loss RIEEE (592,130,296)  (324,792,456) =
3,511 18,276,543 238,398,747
209,333,213 368,060,276 437,032,383
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17 Investments in Subsidiaries (continueq) 17 RAMBARNKRE#E)
Details of the subsidiaries as at 31 December 2012 and 50_2— —FERZE——FFT_A=1+—H"
2011 are as follows: NAEIFIFIT
Place of
incorporation Issued and Percentage of Principal
Name of company and operation paid up capital effective ownership interest activities Note
SRR EEIR o
ARER HnY HRRER FAREEREADY ITER iE23
Direct Indirect
B 3
2012 2011 2012 2011
s e
CWMSB Malaysia RM36,000,000 100% 100% - = Mining of dolomite (@)
SRAE 36,000,000 5% and manufacturing of

magnesium \ngo

RRAEARLERE

CVM Marketing Limited British Virgin US$10,000 - - 100% 100%  Investment holding @)
i ” = L), n
#%Eigdé B%/\ ) 10,0007 RERR
REH RS
([ZB&R
)
CVM Intemational Marketing Malaysia RM2 - - 100% 100%  Dormant @
Scn. Bnd. ERAED 25k gE2x
CVM Marketing Scn. Bhd. Malaysia RM100,000 60% 60% - - Dormant a)
BREE 100000 5% e
CVM Intemational Limited BM US$10,000 100% 100% - - Investment holding @
EBhRES 10,000%7 RERR
CVM Mingrals Indonesia Son. Bhd. ~ Malaysia RM10,000 - = 51% 51%  Investment holding @
SRAE 10,0005 RERK
PTCV Iron Indonesia RPH6,000,000,000 - - 48.45% 48.45%  Exploration for coal (o)
DERASR 6,000,000000EVE & and fon ore
HRERREEA
PTCV Coal Indonesia RPH6,000,000,000 - - 48.45% 48.45%  Exploration for coal (b)
HERRS 6,000,000,00061/ B and menganese
BRER R
Step Pacific Development Limted BV US$10,000 51% 51% - = Investment holding @)
EBARES 10,000%7T REBR
Stabil Megamas San. Bhd. Malaysia RM10,000 - - 51% 51%  Investment holding @)
SRBE 10,0005 % RERK
PTLM Indonesia RPH10,000,000,000 - - 50.50% 50.50%  Exploration formanganese  (c]
PEREE  10,0000000006E% Hire
Nice Tone Enterprises Lid. BM US$10,000 100% = - = Investment holding )
ERARES 10,000%7T RERR
Victory Dragon Holdlngs Limited Hong Kong HK$6,000,000 - - 51% - Investment holding c]
AESEERAA Bk 6,000,000/%7C REER
Lon? Chuan The PRC US$1,400,000 - - 51% - Extraction and botting of i
] P 1,400,000%70 mineral water
RRREAERK
Chinese Loong Culture Development - Hong Kong HKS!1 100% = - - Domant ()
Group Limied Eh 1871 Iret

PEEXRREAMARAA
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Investments in Subsidiaries (continued)

Notes:

(@) Audited by Baker Tilly Monteiro Heng.

(b) Audited by Johan, Malonda, Mustika and Rekan.
(c) Audited by Achmad, Rasyid Hisbullah & Jerry.

(d) No separate financial statements were prepared as it is not required
to issue audited financial statements under the local statutory
requirements.

(e) Audited by Baker Tilly Hong Kong Limited.
() Audited by AR HRE & K & FTHENF TSP

((¢)] No audited financial statements would be prepared as it is not due
for audit under the local statutory requirements.

The amounts due from subsidiaries are unsecured,
interest-free and have no fixed terms of repayment. The
Company assesses at the end of the reporting period
whether there is objective evidence that the amounts due
from subsidiaries are impaired. In light of the continuing
operating loss in the Group’s operations in (i) the mining of
dolomite and manufacture of magnesium, (ii) the
exploration for iron ore, coal and manganese, and (i)
extraction and bottling of mineral water, the directors of
the Company have reviewed the carrying amount of the
investments in subsidiaries and assessed the recoverability
of the amounts due from subsidiaries. Consequently,
impairment losses of HK$140,531,695 and HK$267,337,840
(2011: HK$108,037,403 and HK$324,792,456), respectively,
have been recognised during the year in respect of these
two items.

During the year, the Group lost contact with the legal
representative of PTLM. This brought to a halt to the daily
operations and mining activities of PTLM. The directors of
the Company decided to re-nominate the legal
representative according to the relevant legal requirements
of Indonesia. As at 31 December 2012 and up to the date
of this report, the re-nomination has not yet been
completed.

R BRRNRE (@)

W&

@ #% Baker Tilly Monteiro Heng 1% °

(o) #& Johan, Malonda, Mustika and Rekan 3 1% °
©] #% Achmad, Rasyid Hisbullah & Jerry %1% °

() R IR IR E A E R E BATIREERMBRE -
EREBY M BHE -

© BRBBEEETMEEMERRRFR -
® BRI AEA NG R FHATERE ©

(©) AR B HUE R E WARB HETTERR - R ERSR
REZAERE -

FEUHI B A RSB AERIR - £8 BERETER
H o AR RIRBERR T EEETETERER
REWKI B AR RIBLIERME - ERANEE ()R
REEAREESRE  (\WREER KKKk
5 AR (iR £ R KEBOFELS
B ARREECEMREANBARMNEKRER
B - WERFE AT EEKRHE QR RBRKE
SF - EHit - AR RIBLZMIEE B R E AR
B &8 9 Bl 140,531,695 % JT K& 267,337,840 7%
o( = T — — % :108,037,403%8 T &
324,792,456 87T °

FRN - AEEEPTIMAERERRAERE - 2
PTLMA B B & & MBS B A HREE - K
ANEEFAERENERBEREREENIRSG
FERR R-TE——F+_A=+—HEEZE
AIREBH - EFHIRAHKTRK ©
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136

@)

Inventories 18 #E
Inventories in the consolidated statement of financial @ EREMBHARTHTEERSR:
position comprise:
The Group
AEE
2012 2011
—B--F —F——F
HK$ HK$
BT BT
Raw materials e 6,770,260 6,473,544
Work-in-progress - i 192,484 17,391,362
Finished goods RN o 3,495,457 15,876,334
10,458,201 39,741,240
The analysis of the amount of inventories recognised b)) BRAEAIWHABEHNFESESTW
as an expense and included in profit or loss is as T~
follows:
The Group
REE
2012 2011
—E——F —ET——fF
HK$ HK$
BT BT
Carrying amount of inventories sold EEFEREE 54,039,300 16,823,714
Write down of inventories TFEMOR 645,177 11,534,063
Write off of inventories FEHMH 18,112,419 =
72,796,896 28,357,777

Because of fluctuations in the market price of
magnesium during the year, there was a significant
reduction in the net realisable value of inventories as
at 31 December 2012. As a result, a write down of
inventories of HK$645,177 (2011: HK$11,534,063)
was made at year end.

During the year ended 31 December 2012, work-in-
progress of approximately HK$17,736,000 (2011:
Nil) was written off. This was because these goods
were manufactured for a long period of time without
undergoing further refining process and being
oxidized and unable to be further refined into
commercially saleable goods. The delay in refining
was due to the refining workshop was undergoing
upgrading and some important spare parts were
pending for change. Finished goods of
approximately HK$376,000 (2011: Nil) were written
off due to quality of these goods had been
deteriorated tremendously and could not be saleable
as assessed by the management of the Group.

CVM MINERALS LIMITED Annual Report 2012

HRFASNTERY R-FT—=—F
+ = A=+ —BEER R EIRFE KRR
Do MR ERMRFE 645,177 8L (=8
——% : 11,534,063/ TT) °

HE—_ZT——#+-_A=+—H1F ' ¥K
R#)17,736,000 8 T (= ——F : &)B
WHSE - AR ZSERE KR ER
MiMABETE— PRRBERE  WERSA
b BEE—FREKNFELAHEEE
M o ABBBIRITE T R A RS R E 1T
BRETEZEZTHEFER - EXRY
376,000/ (= ——F : £&)BHHsH -
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19 Trade Receivables 19 BEUWERRX
The Group
AEH
2012 2011
—B--F —F——F
HK$ HK$
BT BIT
Trade receivables FE U AR X 1,975,723 -
All of the trade receivables are expected to be recovered TEHRFT B FEBR R —F Ak -
within one year.
(a) Ageing analysis (@) BRERDHT
An ageing analysis of trade receivables, based on RIFEZE A B EUKRSERR DT T ¢
the invoice date, is as follows:
The Group
AEH
2012 2011
—E——fF —F——%F
HK$ HK$
BT BIT
Neither past due nor impaired N £ 360 HR sl E - =
Less than 1 month past due wHER DR —1E A 1,663,093 =
1 month to 2 months past due BH—E A =/M{E A 116,691 =
More than 2 months but less than e ER R A W E A (B
12 months past due A0y S 195,939 =
Amounts past due BEIS R 1,975,723 -
Total st 1,975,723 -

Trade receivables derived from sales of magnesium
ingots are due within 15 days from the date of the
bill of lading for exports sales or date of invoice for
local sales. Other than that the Group has a policy of
allowing customers for domestic trading and
distribution in the PRC with credit terms of normally
cash on delivery.

Further details on the Group’s credit policy are set
out in Note 33(b).

KEHESENRERRE L OHENER

ERAMSAEENRRRREF15AR

BUHR - BRULDASN - RNEBEBR R AR

@i(iéi INFOEERTRIBEAMEETR
DIHEEP

AEEEERRNE - FHBENHMA
33(b) °
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19 BUWRRR @)
(@) BRERD (&)
VEBHIRE BEEREAREER
HREBLHCBIEPER - REBEL
B ARRIEFAGE HUFEHRBAE
HRERE  REARKEEEARIEERE
g BERGHRIDER ST 2EHKE - K
SEEBL U F R A TR o

19 Trade Receivables (continued)
(@) Ageing analysis (continued)
Receivables that were neither past due nor impaired
related to independent customers that have a good
track record with the Group. Based on past
experience, the directors of the Company believed
that no impairment allowance was necessary in
respect of these balances as there had not been a
significant change in credit quality and the balances
were still considered fully recoverable. The Group
does not hold any collateral over these balances.
(b) R-—T——F+=-A=+—0 HELHR
YRR (ZE——F « &) MEARGE
TAEEBITHENER R (RHEE27) °

At 31 December 2012, none of trade receivables (b)
(2011: Nil) were pledged as securities for banking

facilities granted to the Group (see Note 27).

20 FAMFIE -

20 Prepayments, Deposits and Other RERHAttEWRIE

Receivables
The Group The Company
N | N
2012 2011 2012 2011
—E-=f C—T——% ZEB-=§ C_T——F
HK$ HK$ HK$ HK$
BT BT BT PBIT
Other receivables H i el IB 1,116,407 3,857,672 6,600 1,600
Advance payment to a contractor  [A]— & B
(Note 20(a)) (Mi5E20(a)) 17,026,976 9,604,967 - =
Government grant receivables BT 8 B & FE R IE - 922,714 - -
Deposits for purchase of property, BEW% - FE L& E
plant and equipment iz e 3,720,176 = 1,000,000 =
Prepayments for raw materials [ R 2R K TR A 5008
and machinery (Note 20(b)) (BF=E20(0)) 7,001,389 3,986,129 - 3,986,129
Deposits and prepayments we RFEMNTE 6,727,941 7,713,859 784,923 2,331,594
Amount due from a related party ~ EU— & & F I
(Note 20(c)) (BfzE20(c)) - 4,651 - -
35,592,889 26,089,992 1,791,523 6,319,323
Less: Impairment losses: W ORERE
— advance payment to — A—BEBE
a contractor B
(Note 20(a)) (KizE20()) (17,026,976) = - -
— prepayments for raw — [RE R EE R
materials and TBFRIE
machinery (Note 20(b)) (BtzE20(0) (7,001,389) - - -
11,564,524 26,089,992 1,791,523 6,319,323
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20 Prepayments, Deposits and Other 20 FAMNFIE- - BeREMEWRRE @)
Receivables (continued)
Apart from certain of the Group’s deposits and BAEER-_TE—=-F+-_A=+—HHAET
prepayments of HK$5,519,869 as at 31 December 2012 e MIBNFKIAS5,519,8698 L (—F ——4F :
(2011: HK$4,976,918), and of the Company’s deposits 4,976,918 70 ) LA R AR Al ® & & R FE I 5/ I8
and prepayments of HK$336,483 (2011: HK$331,594) as 336,483 L (=& ——4 : 331,594 8 7) 4 -
at 31 December 2012, the remaining prepayments, TEAASERARTWEMBTENRIE  He KA
deposits and other receivables of the Group and the b EUCRIE M — F A B sk ER AR L o
Company are expected to be recovered or recognised as
expenses within one year.
At 31 December 2012, the Group has advanced a @ WZZE——F+=—A=+—8 ' x&EEH
total of HK$17,026,976 (2011: HK$9,604,967) to a BRI EEMRE MR TI2[—
contractor for ratification works in the production BABEBNA 17,026,976 L (==
plant of magnesium ingots in Malaysia. This ——4F : 9,604,967 8 TT) ° B EBEN
contractor was put under creditor’s winding up in TR CFWERABE - AEEEEE
2012. The Group’s management assessed the SEWE G ER RS EMN  WERZ
recoverability of these advances was remote and T ——F+-A=+—HELEEEE -
has made a full provision against them as at 31
December 2012.
At 31 December 2012, the Group has made by MZZE——F+=-—_A=+—8  ££EH
prepayments of HK$7,001,389 (2011: BERMN RSN —AE B MIEARIE
HK$3,986,129) to an entity for purchase of raw 7,001,389% 7t (= & — — £ : 3,986,129
materials and machinery. No goods and/or BIT) c AEBEWEERZERBRENPT
machinery have been received by the Group from TAMBEMREOEME R RS o
that entity in settlement of the prepayments made. RERALRNEREERE LT EER
The Group’s management assessed the N5 BB 32 [ 5T T UK (o] 1t 55 T8 A5 SR IE 0 i
recoverability of these prepayments was remote after SEM WMERZT—=F+t=-A=1+—
suspension of the production plant of magnesium AYEL 28 -
ingots in Malaysia, and thus a full provision against
them has been made as at 31 December 2012.
Amount due from a related party disclosed pursuant ) WBEEBSRAEIIFE1CIBIKEE &
to section 161B of the Hong Kong Companies W—HBAE R FRIELT -
Ordinance is as follows:
The Group Maximum
ES S amount
Balance at Balance at outstanding
31 December 1 January during
Name Term of loan 2012 2012 the year
R-B——F RIT—_F F R R
+=ZA=+—H —H—H HiE
=g BRI EE B A R BEeE
HK$ HK$ HK$
BT BT BT
HWG Tin Mining Sdn. Interest-free, unsecured
Bhd. (“HWGTM”) and has no fixed
terms of repayment
2L BEERAEEREE
BN - 4,651 4,651

HWGTM is a subsidiary of Ho Wah Genting Berhad
which is a shareholder of the Company. The amount
is non-trade in nature.

HWGTM /& 78 22 & i B Ho Wah Genting
Berhad®IMIBAR] - Z&FAIFEHIEHE -
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21 Contingent Consideration Receivable 21 BREHARE

The Group
AEE
2012 2011
—E——fF —E——fF
HK$ HK$
BT ABIT
Contingent consideration receivable FEW S AARKAE 2,699,019 -
The amount represents the contingent consideration SARBRBEHWEINEESEEB(R KT
relating to the acquisition of Victory Dragon Group (see 32(b)) °
Note 32(b)).
22 Pledged Deposit 22 BEHEFEX
The Group’s deposit of HK$14,833 (2011: HK$48,338) is AEE 14,8338 (=F —— 4 : 48,338/ 7T)
pledged to a bank for loan facilities granted to the Group HNERERAEEERNERFE MER TR
(see Note 27). 1T (RMIzE27) -
As at 31 December 2012 and 2011, the Company did not RIE——FRE-_FT——F+-_A=+—HH ' &K
have any pledged deposits. NGIRI  SEREIN=giiileR-
23 Trade and Other Payables 23 ERERRREMEAR
The Group The Company
r5E PN
2012 2011 2012 2011
—2--f E——% Z2-=f —E——F
HK$ HKS HK$ HK$
BT BT B BT
Trade payables JETERX 156,144 1,651,591 - =
Accrued exploration expenses FESTENRR Y 2,697,387 2,871,860 - =
Accrued interest on bank loans RITEFRIERTFIS 27,720,475 7,045,297 -

Accrued interest on unsecured loans  EIEK IR E i EAHFI B 7,002,677 6,374,083 7,002,677 6,374,083

Accrued interest on convertible AR ESEFE

CI]]]’ CI]]]’

bonds 3,220,000 - 3,220,000 -
Accrued salaries EstEe 1,845,841 998,344 794,714 478,480
Provision for litigation settlement FAE R FIRRE

(Note 36(b)) (PH47¥36(0)) 2,325,420 = 2,325,420 =
Other payables and accrued Hfth e A< 0TE % e At

expenses sz 7,439,832 7,937,547 2,249,391 786,844

52,407,776 26,878,722 15,592,202 7,639,407

All of the above payables are expected to be settled or TEHA Ll PR EN RIEB R —F A& R
recognised as income within one year, or are repayable on BN - HEREREEE -
demand.
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23 Trade and Other Payables (continued) 23 ENERRHEMEASREE)
An ageing analysis of trade payables is as follows: FEBRRAERER D AT LA T
The Group
AEE
2012 2011
—E——F —E——4F
HK$ HK$
BT BIT
Current BNER 90,095 1,529,829
Due within 3 months 31 A EIEf - 105,663
Due after 3 months but within 12 months 3 1@ B 1218 12 {& A ;A E &8 66,049 16,099
156,144 1,651,591
24 Obligations under Finance Leases 24 REHEEERE

(@) The Group

At 31 December 2012, the Group had obligations

(a) *x&KE

R-E——F+-_A=1+—H KAEEX

under finance leases repayable as follows: FEEERMERERENT :
2012 2011
—E-CF —T——F
Present Present
value value
of the Total of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments
REHEE REHE REHE =EHE
HREE TREE 53R E F54aE
HK$ HK$ HK$ HK$
BT BT BT BT
Within 1 year —FR 1,094,496 1,201,872 1,138,117 1,331,768
After 1 year but within 2 years —FREMFA 756,341 804,263 1,207,103 1,331,768
After 2 years but within 5 years MEZERFA 620,384 654,767 1,648,493 1,748,121
After 5 years HER - - 69,308 70,495
1,376,725 1,459,030 2,924,904 3,150,384
2,471,221 2,660,902 4,063,021 4,482,152
Less: total future interest B RARF B
expenses B (189,681) (419,131)
Present value of lease obligations T & #&IEIRE 2,471,221 4,063,021
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24 Obligations under Finance Leases 24 RMEMEERE#E)
(continued)
(b) The Company (b) A2DF
At 31 December 2012, the Company had obligations R=F——F+-A=+—R KREH
under finance leases repayable as follows: EEEREHERBENT -
2012 2011
—E-CF —E——F
Present value Present value
of the Total of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments

REEE REHEE REHE REHE
HEE FH#E NRRE N eE

HK$ HK$ HK$ HK$
B BT BT BT
Within one year —FR 169,157 187,140 163,077 187,140
After 1 year but within 2 years —FERERER 175,236 187,140 169,156 187,140
After 2 years but within 5 years MEEBERER 258,655 265,115 433,892 452,255
433,891 452,255 603,048 639,395
603,048 639,395 766,125 826,535
Less: total future A ARRFBFE

interest expenses | (36,347) (60,410)
Present value of lease obligations HERIERE 603,048 766,125
The policies of the Group and the Company are to AEBRANGTNHRREREREHEER
lease certain of its motor vehicles and equipment EETHRBERRE  FHO A E2E5F
under finance leases expiring in 2 to 5 years and 4 RAF(ZZE——F : DRI ABIFEIF K5
years, respectively (2011: 4 to 9 years and 5 years, F) e R_T——F+_A=+—"H8 ' &K
respectively). As at 31 December 2012, the effective SBEEARBEREEFNES B AN T
borrowing rate of the Group and the Company was 1.8% 23.68% N 1.8% (ZZF——F : 7l
in a range from 1.8% p.a. to 3.68% p.a. and 1.8% BN T 1.8%E3.68% M 1.8%) o FIERIEE
p.a. ,respectively (2011: a range from 1.8% p.a. to HBEET Atk NEBRKAQFFERT
3.68% p.a. and 1.8% p.a., respectively). Interest rates NEEREER - FTAHEAREERKE
are fixed at the contract dates and thus expose the EETF BTERIAFENMRITLE
Group and the Company to fair value interest rate BEe RZMAEHR  XEBKRARF]AJE

risk. All leases are on a fixed repayment basis and BIZZRBIREE ) RENERE -

no arrangements have been entered into for
contingent rental payments. At the end of each lease
term, the Group and the Company have an option to
purchase the motor vehicles and equipment at
nominal prices.
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25 Amounts due to Related Parties

26

25 BNBELE

The Group
ARE

2012 2011
—F-=F —F——F
HK$ HK$
BT BT
Trading account E5EF 621,651 660,969
Current account BERF 1,022,092 =
1,643,743 660,969

The amounts are unsecured, interest free and have no
fixed terms of repayment.

Convertible Bonds

(@)

On 20 August 2010, the Company entered into a
placing agreement with a placing agent, Cinda
International Capital Limited (“Cinda”), for the issue
of thirteen months 15% coupon convertible bonds
with nominal value of HK$116,000,000. On 27
August 2010, the Company and Cinda entered into
the supplemental agreement to amend the terms of
the placing agreement so as to allow the placing to
be completed in tranches and to embed the cash
settlement option in the convertible bonds.

The bondholders may convert the whole or part of
the principal amount of the convertible bonds into
fully paid ordinary shares with a par value of
HK$0.025 each of the Company at HK$0.27 each
for the period commencing from the date falling on
the expiry of twelve months from the date of
issuance of the convertible bonds up to three days
before the maturity date. Maturity date is the date
falling on the expiry of thirteen months from the
issuance date of the convertible bonds.

The convertible bonds contain two components, a
liability component and a conversion option
derivative. The fair value of the derivative component
was estimated at the issuance date using a binomial
model and the change in fair value of that
component at the end of reporting period was
recognised in the consolidated income statement.
The residual amount is assigned as the liability
component.

ZAAREER 2B BEBEEENRY -

26 TWERES

@)

R-ZEBE—ZFENA-+H AAFHEESE
REBEEBEEBEERAR ([5E]) T
fe & %+ LA TTE(E A 116,000,000 7
TR+ =R 15% ZS R ES - K=
T—TFENA=-F++LR  AQFEEFERT
ST 0 MERTEL SRR MR - (&
RER DR TR KGR S EEIRERA
AR ES o

BEFFA AR B ETARRES 2 B
ZRHMEAN=AZ AT —EAAERE R
MR R 0.27 B T TR ER A 2
MAF D ASE HA R R EFEE.025
BILZERBERERR - SIHASE TR
BEFETRESA T =BEAERER -

MR ESFEEmED - BESN kKR
BTET A - TET AR R FEESR
TRRAZEABRR MG - MR ®R
SHROATEEPESSRERER
MereBIERBENO IR -
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26 Convertible Bonds (continued) 26 T\BES®)
(@) (continued) @ (&)
Drawdown date 7September 27 September 20 October
2010 2010 2010
REAH “2-2F Z2-EfF “2-Zf
NAtH hAZt+R TA=tH
Drawdown amount HK$51,000,000  HK$50,000,000  HK$15,000,000
REmEHE 51,000,000%7T 50,000,007 15,000,000
Tranche 1 Tranche 2 Tranche 3 Total
E-Ht it E=Ht by
HKS HK$ HK$ HK$
BT BT e B
Liability component BEHH
At 1 January 2011 RZZ-——%—-HA—-H 51,489,255 50,118,239 14,773,255 116,380,749

Effective interest expenses payable TEEEMER

for the year flapZ 7,798,246 8,006,760 2,664,244 18,469,250
Interest paid during the year FREFFE (7,650,000) (7,500,000) (2,250,000) (17,400,000)
Repald by unsecured loans NEERETEE (50,000,000) (50,000,000) - (100,000,000)
Repaid by cash BLER (1,000,000) = (15,000,000) (16,000,000}
Gain on repayment Ealhas (637,501) (624,999) (187,499) (1,449,999)
At 31 December 2011, WZE——4%+ZA

1 January 2012 =t-H-ZF-=F

and 31 December 2012 —A-BRZZ—ZF

+-A=t-H - - - -
Tranche 1 Tranche 2 Tranche 3 Total
-4 Eoh B Fhy
HK$ HKS HK$ HK$
B B o BT
Conversion option derivative BRRTEIR
At 1 January 2011 R=E——%-F—H 2,358,573 2,300,607 761,926 5,421,106
Gain on repayment Ealkas (2,358,573 (2,300,607) (761,926) (5,421,106)
At 31 December 2011, RZE——F+_f
1 January 2012 ==fE - =F== ﬁ
and 31 December 2012 = b= e S
TZA=1+-H - - - -
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26 Convertible Bonds (continued) 26 AR ESRE)
@  (continued) @ (&)
Conversion
Liability option
component derivative Total
ERRE
S EEHG PTHEIR et
HK$ HK$ HK$
BIT BT BT
Summary M=
At 1 January 2011 R-—ZE——F—H—H 116,380,749 5,421,106 121,801,855
Interest charged R B 18,469,250 - 18,469,250
Interest paid during the year FAE 5] & (17,400,000) - (17,400,000)
Repaid by cash (Note) AR & & (FEE) (16,000,000) - (16,000,000)
Repaid by unsecured NEE A EREER
loans (Note) (B &%) (100,000,000) - (100,000,000)
Gain on repayment Bl (1,449,999)  (5,421,106)  (6,871,105)
At 31 December 2011, E’\_='——¢+ H
1 January 2012 and =+—B —Z——F%
31 December 2012 —A—BE=ZT—=—F
+=—A=+—8 - - -
Note During the year ended 31 December 2011, the directors of i HEZZ——F+ZA=+—-BIEFE &2
the Company renegotiated and restructured the convertible RIEFEZLRHE AR REAATRRES -
bonds with various holders. The convertible bonds were AR & % 8015 LAZR € 16,000,000 7 TT B4R -
repaid partially by cash amounting to HK$16,000,000, and 615 LA £ K 3 & 3% 100,000,0005% 7t ( & B 5%
partially by unsecured loans of HK$100,000,000 (see Note 27){83% - EmE £ 6,871,105 7T °
27), resulting in a gain of HK$6,871,105.
The interest charged for the year ended 31 December 2011 E-T——F+-_A=+—RALFENFE
was calculated by applying an effective interest rate with a B T #§ - 19.86% = 20.53% Ky E B 4 FI| R
range from 19.86% p.a. to 20.53% p.a. to the liability EAREBEEZEEXANEBEINAESE -

component up to the repayment date.
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26 Convertible Bonds (continued)

146

()

On 1 September 2011, the Company entered into a
placing agreement with a placing agent, Cheong Lee
Securities Limited for the issue of convertible bonds
with maturity date on the third anniversary of the
date of issue for an aggregate principal amount of
HK$80,000,000. The convertible bonds bear interest
at 10% p.a. payable annually and are unsecured. As
at the end of reporting period, the aggregate amount
of convertible bonds being available was
HK$80,000,000 (2011: HK$43,000,000).

The bondholders at any time before maturity can
convert the whole or part of the principal amount of
the convertible bonds into ordinary shares of the
Company at the conversion price of HK$0.10 per
share.

Upon maturity any unredeemed and unconverted
bonds will be redeemed at par value of the
outstanding principal amount in cash.

The convertible bonds may be early redeemed at par
value of the outstanding principal amount of the
bond at any time at the option of the Company up to
maturity provided that the Company has given not
less than 7 business days’ prior notice to the
bondholder(s) of its intention to make that
redemption.

CVM MINERALS LIMITED Annual Report 2012

26 TERESRE)

(b)

RZZ——FNA—H KNARERER
BEENBARAERABLEE RS AT
A BTN & #%8.80,000,00078 TT Y AT #4
IfEZ - AR EZ B A S%TE
ZBF - AIMREFRRFNE10%TER
BEA NERASFIN - RBMEHR
AHERNITRRESEREBR
80,000,000 7t (=ZF ——4F : 43,000,000
BIT) °

EFA AR I H 51 A0 (E (o] B R IR S AR
0.10 B TTHYHA R (B 5 2 BP S BB 10 AT R AR (B
FHASRERKARBTNE B -

EART AR B [ % R 8 40 1) (8 2515 10 B A1 DA
ReKMEEAeBNHERD -

AMRESFAIRARREE REEZH
AREEARRBRESREERASENE
BRFED  ARRACKRTESTS
ATDLR7TEEEANFERBA  RTE
BEETHER -
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26 Convertible Bonds (continued)

(o)  (continued)
The net proceeds received from the issuance of the
convertible bonds have been split into the liability
and equity components, as follows:

26 TERESRE)

(0)

(%)
BOTAMRESAERRFREE S REE
NFEZRF AT

Drawdown date 2December 2011 30 December 2011 16 January 2012 5March2012 23 March 2012
ROAH 5--F 5--F 5k §-CF §-CF
t=R=H tZR=1A -Bt#A =hEA ZR=1=H
Drawdown amount HK$26,000,000 HK$17,000,000 HK$10,000,000 HK$10,000,000 HK$17,000,000
EHSE %6,000000%%  17,000000%%  10000000%7%  10000,000#7% 17,000,000 %7
Tranche 1 Tranche 2 Tranche 3 Tranche 4 Tranche 5 Total
-4 a1 =i 1t it &5t
HKS HKS HKS HKS HKS HKS
BT BT BT BT BT AT
Norminal value of convertble bonds issued 22T AR EHALE 26,000,000 17,000,000 - - - 43,000,000
Capitalisation oftransacton costs REMAERL (650,000) (425,000) - - - (1,075,000)
Equity component EaPh (0648,725) (6,553,950) - - - (16,197,675)
Liaby component E 15706275 10,021,050 - - - 05,797,305
Interest charged fERx 413526 18522 - - - 432,048
Liabilty component as at BESHN-F—

31 December 2011 +-R=1+-H 16,119,801 10,039,572 - - - 26,159,373
At1 January 2012 R-E--#-5-R 16,119,801 10,039,672 - - - 26,159,373
Nominal valug of convertiole bonds issued  E& TR EAEE = - 10,000,000 10,000,000 17,000,000 37,000000
Capitalisation of transaction costs RENAER - - 250,000) (250,000) (425,000) (925,000)
Equity componert EsEH - - (1640929 (1783275 789479 6213679
Liabifty component &SR 16,119,801 10,039,572 8,109,075 7,966,725 13,785,525 56,020,698
Inferest charged FELE 5,177,802 3,395,510 1,367,436 1,206,999 1,890,225 13,037,972
Iferest pald BftlE 2600000 (1700000 - - - (4300000
Liabilty component as at BEHOR-5-—F

31 December 2012 +-R=1-H 18,697,603 11,735,082 9476511 9,173,724 15,675,750 64,758,670

The interest charged for the year is calculated by applying FEMEXHENDHEANFTAGIH

an effective interest rate with a range from 17.54% p.a. to
33.73% p.a. (2011: 32.03% p.a. to 33.73% p.a.) to the
liability component for the number of days to the end of
reporting period since the bonds were issued.

The directors of the Company estimate the fair value of the
liability component of the convertible bonds at 31
December 2012 to be approximately HK$67,007,000
(2011: HK$26,011,000). This fair value has been
calculated by discounting the future cash flows at the
market rate.

MOREEERAT F32012

17.64% %£33.73% (= F — — % : 32.03%
E33.73%) WERFHE - REFHTE
EREMERIORBEE

ARAEEM[HAR-ZF—=—F+=H
=+ RAURAREFAEESOHHAFE
#) /67,007,000 L( = & — — F:

26,011,000/ 7T) ° 2 A FE T E™ 5 F
R RRIRERETE -
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26 Convertible Bonds (continued)
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On 18 April 2012, the Company issued convertible
bonds with maturity date on the fifth anniversary of
the date of issue for an aggregate principal amount
of HK$106,840,000 as part consideration for the
acquisition of Victory Dragon Group (see Note 32(b)).
The convertible bonds bear interest at 5% p.a.
payable annually and are unsecured. As at the end
of reporting period, the principal amount of
convertible bonds being available was
HK$106,840,000 (2011: Nil).

The bondholder of the convertible bonds at any time
before maturity can convert the whole or part of the
principal amount of the convertible bonds in whole
multiples of HK$1,000,000 into ordinary shares of
the Company at a fixed conversion price of
HK$0.126 per share.

Upon maturity any unredeemed and unconverted
bonds will be redeemed at par value of the
outstanding principal amount in cash.

The Company may at any time before the maturity
date early redeem the convertible bonds.

The net proceeds received from the issuance of the
convertible bonds have been split into the liability
and equity components, as follows:

26 WHBRES#E)

(©

component

R-ZZT——FMA+N\B » KAARETA
£ #2%8 106,840,000 7T ) AT 0 B (B 5%
TR BEEE 2 HHRE(RKE
32(b) - AJRRESHME A AZEITEE
FRAFER - RFEFES%TE REEIF -
MEBEFLN - R|EHAR - Al fEEHR
) 7] #2 3% (& % 1) 7K 4 %8 /3 106,840,000 78
T(ZE——F &)

AR RRE 5358 A AT R B B AT AY £ (7] BF
R R0.126 % 7T 1 B TE AR (B 5 2 5k
17 AN 4 58 51,000,000 7T 2 BREHE
AR E S ERA AR Q R E AR

EAR] R B [ F R 8B 4 i) 18 2515 10 B HA 1R SA
RekREEXASBEMEERLD -

NN B A] AR ER B A pE IR A BE B 7] A%
&% -

BOUBMBRESAEREFEE O REE
NMEEZF DT

Liability Equity
component
Rz G
HK$

BTT

Total
st
HK$
BIT

& EHm
HK$
BT

Issue of convertible bonds
Effective interest charged

BITAMRES
BERFIRH

At 31 December 2012

The interest for the year is calculated by applying an
effective interest rate of 17.58% p.a. to the liability
component for the number of days to the end of
reporting period since the bonds were issued.

CVM MINERALS LIMITED Annual Report 2012

62,514,000
7,768,100 =

44,326,000 106,840,000

7,768,100

A_E——F+_A=+—H

70,282,100

44,326,000 114,608,100
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26 Convertible Bonds (continued)

26 TERESRE)

e — E:g:f:<:\a
/\\ﬁ/
KRR EEHBsaN _E——-F+=H4

(@

The directors of the Company estimate the fair value
of the liability component of the convertible bonds at
31 December 2012 to be approximately
HK$60,126,000. This fair value has been calculated
by discounting the future cash flows at the market
rate.

On 15 January 2013, total principal amount of
HK$43,840,000 was converted into 347,936,507
new ordinary shares of the Company of HK$0.025

(d)

each.

27 Bank Loans — Secured

—t+—BURRESFAGBHRHNATFELY
/60,126,000 7T © 5% A F1E Tz M5 5
KPR RIS REFTH ©

RZZ—=F—A+HHB A&LEAL
43,840,000 8 T2 AJ R EHF D EEIR A
347,936,507 Iz B AR EE0.025 BT 2 A A
AT AR o

27 BHEARITER

The Group rEH
2012 2011
—B-Cf —2——fF
Less: Less:
Nominal  unamortised Nominal  unamortised
value costs Total value costs Total
o AB B RE
HE HRA fst HfE SR Bt
HK$ HK$ HK$ HK$ HKS$ HKS
BT B BT BT BT BT
Bank loans, secured BEREITER 437,588,368  (2,926,620) 434,661,748 423237934  (3,240,869) 419,997,065
At 31 December 2012, interest bearing bank loans are due RZZE——F+_A=+—H " FBRTEZR
for repayment as follows: AT BRI BB EE
2012 2011
—E-—F —T—%
HK$ HK$
BT BT
Portion of term loans due for repayment  — AN EAEE B BAEZ D
within 1 year - -
Term loans due for repayment after —FRIBEENEHER
one year:
After 1 year but within 2 years —FRERFNR 82,704,194 =
After 2 years but within 5 years MEREBERFA 298,109,130 255,435,464
After 5 years AFEE 53,848,424 164,561,601
434,661,748 419,997,065
434,661,748 419,997,065
MREEERAT FH2012 149
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27 Bank Loans — Secured (continued)
The amounts due are based on the scheduled repayment
dates set out in the loan agreement and ignore the effect
of any repayment on demand clause.

27 BEARITERE

B S T B R %ﬁﬁi@ AfAE
% A R TRE B EE R TR -

2012 2011
—E——F —T——4F
HK$ HK$
BT HIT
Transaction costs 5 HRA
Cost: PR
At 1 January ®n—HA—H 9,609,383 9,978,097
Exchange adjustments P& 5 A% 324,924 (368,714)
At 31 December R+-_A=+—H 9,934,307 9,609,383
Accumulated amortisation: ZatEY
At 1 January Rn—H—AH 6,368,514 6,189,969
Amortisation for the year F 424,157 457,410
Exchange adjustments PEE 5 38 B 215,016 (278,865)
At 31 December R+=—A=+—8 7,007,687 6,368,514
Unamortised transaction costs REE AT HRR 2,926,620 3,240,869

The secured bank loans as at 31 December 2012 are
interest bearing at 8.6% p.a. (2011: 8.6% p.a.). These
bank loans were restructured on 25 July 2011 by Bank
Kerjasama Rakyat Malaysia Berhad (“Bank Rakyat”). In
accordance with the restructured bank loan agreement,
the Group is required to repay the bank loans by monthly
instalment of RM670,000 (equivalent to HK$1,698,266)
with effect from August 2011 to December 2013 and
increasing to RM4,200,000 (equivalent to HK$10,645,848)
from January 2014 to the second last repayment of the
loans in 2018.

150 CVM MINERALS LIMITED Annual Report 2012

R-E——F+-_A=+—HHEEFETE
FIREFEE6% (—T——14F : FHE8.6%)5T
B o hFERTEFN _E——F+A-t+hHHMH
Bank Kerjasama Rakyat Malaysia Berhad ([ Bank
Rakyat|) #/TE - IRIFEHERITE R H%
%lfﬁﬂ:ﬁ——i)\ﬂ E-_—=%+=-A

2 HA{E 18 98 17 B 670,000 5 ¥ (A E ©
1,698,266;’575) Im_f NE—AE=%
— N\ FH&ESE ZHER < HIEE 4,200,000 5
® (F8E 110,645,848 7T) ©
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27 Bank Loans — Secured (continued)

The bank loans are granted to CVMSB and secured by
way of:

(i) a legal charge over the land and factory building to
be erected thereon held by CVMSB;

(i)  assignment of trade receivables;

(i)  a debenture creating fixed and floating legal charge
over all present and future assets of CVMSB
excluding the performance bonds;

(iv) assignment of all CVMSB’s rights, entitlement and
interest in and to all building contracts, design
drawings and other contracts pertaining to the
magnesium ingot project (the “Project”);

(v  an assignment of all CVMSB’s rights, benefits and
interest under insurance undertaken by CVMSB as
part of its operations for the Project;

(v) an assignment over the existing revenue accounts
maintained at Bank Rakyat and monies standing to
the credit of the revenue account in favour of the
bank, the revenue accounts shall be operated solely
by the bank;

(vii) a first fixed charge/assignment over the retorts of
CVMSB;

(vii) an assignment over the insurance policies of the
retorts of CVMSB; and

(ix) any other securities as may be advised by the
appointed legal counsel.

All of the Group’s banking facilities are subject to the
fulfilment of covenants, as are commonly found in lending
arrangements with financial institutions. If the Group were
to breach the covenants, the drawn down facilities would
become payable on demand. The Group is required to
comply with the covenants when CVMSB’s production
operation commences, which was in or around February
2011. Further details of the Group’s management of
liquidity risk are set out in Note 33(e). As at 31 December
2012, none of the covenants relating to the drawdown
facilities had been breached (2011: Nil).

27 BEBBITERSE)
#EF CVMSB HSRTTE ZIR LA T 77 THELR -

() BLCVMSBFI#H i REE FEE Y HE
RIRTERR

(i)  EEEUERN

(il WCW@B%%E%&%X%F( 2Rl
HRF) RLE E SR EAE IR ES

vy ®EECYMSBREZEER ([ZBEA
BHATARFAY  ZTERREME LD
K — YRR - ZHE R

v) HEECVMSBIEAENZERB XK &K

BRI A — YR ~ Fles o
(i) [A1$R 7785 5% 7£ Bank Rakyat 5% £98 B I

AP RZWA P
SRITHRAE -

BRRIE - AP ER

(vii)  BLCVMSBHY & [R # 3R 32 0y 5 — [& i 1K

g = &

(vii) EECVMSBRIEREMNRE : &

() PIREEERERAHRE AT EMER

REEERITRZCGRD B HEM BB VA
%#?%WXET% SERITEE - WAKEE
RZERFE  AEREREECIRANEE - &
%@%mmwﬁ%ié%ﬁﬂ:?——i:
BAskaiig) BETZERE BHRASEEER
FECRBROE— TFIBHNRMFES3E) - K=
T——F+_A=t+—8 ~EEVEEREH
RAGEREENR®H (ZT—F - &) -
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Unsecured Loans from Third Parties

28 REF=FB/EAEX

The Group and the Company

AEBREAAT
2012 2011
—EF-=F —F——F
HK$ HK$
BT ABIT
Within 1 year —FR 100,000,000 100,000,000
After 1 year but within 2 years —FREMRFR 50,000,000 =
After 2 years but within 5 years MEBRERFNA - 50,000,000
50,000,000 50,000,000
150,000,000 150,000,000

The amounts due are based on the scheduled repayment
dates set out in the loan agreements which do not have a
repayment on demand clause.

On 13 June 2011, the Company entered into a loan
agreement with an independent third party for an
unsecured loan of HK$50,000,000 at an interest rate of
12% p.a. payable half yearly. The loan is wholly repayable
on or before June 2014.

On 14 October 2011, the Company entered into loan
agreements with various holders of convertible bonds,
pursuant to which the holders of convertible bonds agreed
to make available to the Company with aggregate loan
facilities of HK$100,000,000. The Company applied these
loans for repayment of the outstanding convertible bonds
issued by the Company in September 2010 in the principal
sum of respective amount and registered in the name of
the lenders. The unsecured loans are recognised initially at
fair value less attributable transaction costs. In the opinion
of the directors of the Company, the principal value of the
unsecured loans is approximate to its fair value. These
loans are unsecured, interest bearing at 15% p.a. payable
half-yearly and repayable within 12 months from the
drawdown date.

CVM MINERALS LIMITED Annual Report 2012

51| B 2008 T A 30 4 B B R B IR MO K
SR TR A A -

RNoE——EXA+=0 AAFIR—LBIS
=73 5£50,000,000 7 7T &) K R ERET L B 5K
W& FREEB12%  FHFEI - ERERZ
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R-ZT——F+A+ME - ARFES E AR
BERFE AT EFR S - Bt - ATRRESRS
B AREMRARRRZ#EA ££100,000,0008 T E
HEE - ARRIEANSEFEEARANE
—ZFENABRTASREAERSELIAER
AZE BT ESFH R EERE o EIKF
BRI RR A T ERIEG R SR ARER o A
AREERA  EEREFNASHEEEATE
E - WEBRAEER  FFX15%  BEF
ERMARERE BT 12@ARER -



—

M

\(/ \?J

Notes to the Consolidated Financial Statements (Continued) <<

e F R M R ()

(Expressed in Hong Kong dollars) (LA & T 31/{E)

/\

tﬁif;<\

\'/

—

28 Unsecured Loans from Third Parties 28 REF=F\|/ERERE)
(continued)
In March 2012, the Company successfully negotiated with RZZE—ZF=8  AREEXMEARLFERA

these lenders to defer the repayment by six months and
eighteen days to May 2013 and to charge interest at 18%
p.a. payable half-yearly with effect from October 2012.

Subsequent to the end of reporting period, on 26 March
2013, the Company has successfully negotiated with
these lenders to defer the repayment by a year to April
2014 and to charge interest rate at 18% p.a. payable half

yearly.

29 Deferred Taxation

The following are the major deferred tax balances

F#&iﬁ;ﬁﬂié

B—FZF
BREFFER -

29 EEFIIE

HITER BEREEENEATS+NABE_Z
—=FRA ¥E=

——Et+ARRENE

18% 5t B R FFFEMR ©

R=ZFB—=F=H=_+ARH &
REEKY BRI EERAEITER - K&K
“E-MFEMA - WIRFFEA8% T

NTRRAFERBEFRERRBN I ZRTEN

recognised and movements thereon during the current TSR R g
and prior years:
The Group
AEH
Exploration and
evaluation assets
BRRAHEE
HK$
BIT
Deferred tax liabilities BREHEERE
At 1 January 2010 R-ZZE—ZFF—H—H =
Arising on acquisition of subsidiaries E B B A Bl M E & (16,649,071)
At 31 December 2010 R-ZE—ZETF+_A=+—H (16,649,071)
At 1 January 2011 RZZE——%—H—H (16,649,071)
Arising on acquisition of subsidiaries B e B B ) i 2 A (B 5 32(a))

(Note 32(a)) (46,093,957)
At 31 December 2011 (as restated) R-_ZE——F+ - A=+—H(K&HEY) (62,743,028)
At 1 January 2012 (as restated) RZZE—=—F—H—H(KE5) (62,743,028)
Arising on acquisition of subsidiaries U BE B B8 A | i 2= A (BT EE 32(b))

(Note 32(0) (40,440,750)
Credit to profit or loss (Note 8(a)) st AT (H7E8(a)) 30,564,021
At 31 December 2012 N-_ZE——F+-_A=+—H (72,619,757)

MOREEERAT F32012
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Deferred Taxation (continued)

As at 31 December 2012, the Group has not recognised
deferred tax assets in respect of accumulated tax losses
of approximately HK$185,936,000 (2011: HK$96,224,000)
as it is not probable that future taxable profits against
which the losses can be utilised will be available in the
relevant tax jurisdictions. The tax losses do not expire
under current tax legislation. Other temporary differences
are not material.

As at 31 December 2012, the Group has deductible
temporary differences of approximately HK$48,529,000
(2011: HK$23,883,000). No deferred tax asset has been
recognised in relation to such deductible temporary
difference as it is not probable that taxable profit will be
available against which the deductible temporary
differences can be utilised.

CVM MINERALS LIMITED Annual Report 2012

29

IEFERIE ()

BRANTEMERE BE R A R AT 8 B AR R
G RH BB IEH R ERBLREF - HAEER
—E——F+ A=+ —BHRRRHBIEE
1847185,936,00078 70 ( —ZF ——4 : 96,224,000
BT REERIEEE - BERERISEN
BEEBEYEDE - HpERE R RBEE -

REZB—=—F+=-A=+—H AEEHFIH
B B = R 4948,529,0008 T( — & — —F ¢
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30 Capital and Reserves

30 BEAXRFHE

(a) Movements in components of (@) REZARIBHEE
equity
The reconciliation between the opening and closing REEGAERSE ﬂ*ﬁfﬁ%ﬁ%ﬂgﬁi,ﬁﬂim
balances of each component of the Group’s MEE RSN GEERZ TR - A2
consolidated equity is set out in the consolidated & 2= 7B EX*BT%%K@J*EWB:::HEXE’J“
statement of changes in equity. Details of the FEFEBMT
changes in the Company’s individual components of
equity between the beginning and the end of the
year are set out below:
The Company PN
Convertible
Share Share Capital Other  bond equity Accumulated
capital premium reserve reserve reserve losses Total
TERES
Bk RGEE  EARG EMRE  RERE  EHER it
Note HKS HKS HKS HKS HKS HKS HK$
iF3 BT BT BT BT BT BT BT
Noe (i) (MNote(d) MNoteldl)  MNoteldv)
) 1 O O 20
At 1 January 2011 RZE—%4-f-A 62,988,889 271,608,063 - 33,925,000 - (34,126,173 334,395,779
Changes in equity for 2011: I ERREY:
Loss and total comprehensive loss FREEREE
forthe year Eiaug - - - = - [466662.419) (466,662419)
Shares issued pursuant to a BERAEEMET
share placing BB 300) 8500000 67,082,000 = = = - 75,582,000
Shares issued pursuant to an acquisiton B ENERETHRA 300) 16,328,125 231,859,375 = = = - 248,187,500
Warrants issued pursuant to BEAREREE
the warrant placing BRI ES 30(c) - - 1,363,136 - - - 1,363,136
Conversion of warrants to shares AREEERER D 300) 125,000 1,250,000 (25,000 - - - 1,350,000
Equity component of convertible bonds AT ExERE 2 - - - - 16,197,675 - 16,197,675
At 31 December 2011 (as restated) RZE—F
+-A=+-RA(EE3)) 87,942,014 571,799,438 1,338,136 33925000 16,197,675 (500,788592) 210,413,671
At 1 January 2012 RZE-Z%-f-H
As previously reported BHEZH 87,942,014 532,611,938 1,338,136 33925000 16,197,675 (500,788,592) 171,226,171
Adjustments to fair value AFERE - 39,187,500 - - - - 39,187,500
As restated ] 87,942,014 571,799,438 1,338,136 33925000 16,197,675 (500,788,592) 210,413,671
Changes in equty for 2012: “T-CFEREE):
Loss and total comprehensive loss EREERZEFELE
for the year - - - - - (t49.937316) (449,987,316)
Shares issued pursuant o BERHEENET
share placing Bkl 30(b) 20,875,000 19,831,250 - - - - 40,706,250
Shares issued pursuant to an acquisiion 1R ME MR 30(0) 16,500,000 42,900,000 - - - - 59,400,000
Equity component of convertible bonds AT ExERE 2 - - - - 50,539,675 - 50,539,675
At 31 December 2012 RZE-ZE
+-A=1-H 125,317,014 634,530,688 1,338,136 33,925,000 66,737,350 (950,725,908  (88,877,720)
FMRREEFRAR FH82012 155
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30 Capital and Reserves (continued) 30 EXKkf#E R
(b) Share capital (b) B
() Authorised and issued share capital ) EERBEFETRA
The Company RATF
2012 2011
—E-f —F——F
Number of Number of
shares Amount shares Amount
RGEE 8 RHEE £
Note HK$ HK$
iz BT BT
Authorised: ETE -
At 1 January and R—A—Ak
31 December +-A=+—H 10,000,000,000 250,000,000 10,000,000,000 250,000,000
Issued and fully paid: BETRAR
At 1 January w—A—H 3,517,680,556 87,942,014  2,519,555,556 62,988,389
Sharesissued pursuantto  RIERHEER
a share placing BTN (il 835,000,000 20,875,000 340,000,000 8,500,000
Shares issued pursuantto  1RIEMEE M%7
an acquisition Bk (n (i) 660,000,000 16,500,000 653,125,000 16,328,125
Exercise of warrants TERRER (i) - - 5,000,000 125,000
At 31 December R+=-A=+—8 5,012,680,556 125,317,014 3,517,680,556 87,942,014

(i)
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The holders of ordinary shares are entitled to
receive dividends as declared from time to
time and are entitled to one vote per share at
meetings of the Company. All ordinary shares
rank equally with regard to the Company’s
residual assets.

Issue of shares

On 14 February 2011, 340,000,000 ordinary
shares of HK$0.025 each were issued at a
price of HK$0.228 each for cash consideration
of HK$77,520,000.

On 19 April 2011, the Company issued
653,125,000 ordinary shares to the then
shareholders of Step Pacific Development
Limited pursuant to the agreement for the sale
and purchase dated 23 February 2011 (see
Note 32(a)).

On 27 April 2011, 5,000,000 warrants were
exercised for 5,000,000 ordinary shares of
HK$0.025 each at a subscription price of
HK$0.27 each.
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Be  TEREER-—FREAR
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WEBEEN S =B RSER -
ZITHRAD
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340,000,000 % & f% T {8 0.025 7 7T
R AL B IR T A% 0.228 B TTHE RS
%17 WERBA77,520,000/8 7T °

R=_ZT——FMA+IAB " REAR
HAE—_T——F - -_+=HKNE
E % &% A& 2 7 [ Step Pacific
Development Limited BRI R
17653,125,000% & @ BR ( & B 3%
32(a)) °

R=ZFE——FmMA=++tH"
5,000,000 17 AR HEFE 12 B 1R 0.27 75

TCHYRREE (B £ 17 5 LA 3R 88 5,000,000
% 5 A% 1 15 0.025 78 TT 8 & B A%
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30 Capital and Reserves (continued)
(b) Share capital (continued)

(i) Issue of shares (continued)
On 18 April 2012, the Company issued
660,000,000 ordinary shares to the
shareholders of Victory Dragon Holdings
Limited pursuant to the agreement for the sale
and purchase dated 12 January 2012 (see
Note 32(b)).

On 8 August 2012, 835,000,000 ordinary
shares of HK$0.025 each were issued at a
price of HK$0.05 each for cash consideration
of HK$41,750,000.

(c) Share warrants

On 17 February 2011, the Company issued
163,900,000 warrants at HK$0.005 each to ten
independent third parties raising HK$819,500. The
warrants entitle the holders to subscribe for
163,900,000 new shares of the Company at a
subscription price of HK$0.27 per share for a period
of 12 months commencing from the date of issue of
the warrants. On 27 April 2011, 5,000,000 warrants
were exercised for 5,000,000 ordinary shares at a
price of HK$0.27 per share. The remaining
158,900,000 unexercised warrants lapsed after the
close of business on 16 February 2012.

On 6 October 2011, the Company issued
543,636,000 warrants at HK$0.001 each to seven
independent third parties raising HK$543,636. The
warrants entitle the holders to subscribe for
543,636,000 new shares of the Company at a
subscription price of HK$0.1 per share for a period
of 36 months commencing from the date of issue of
the warrants. At 31 December 2012, the Company
had 543,636,000 outstanding warrants. Exercise in
full of such outstanding warrants would result in the
issue of 543,036,000 additional shares.

30 EXRKfHE R

(b)

(c)

& NE=))

(i) BITRR(D (&)
R=ZZF—=—FMA+/\B ' RIEAE
AT ——F—A+-HAKNEE
W& AARRIEEEFRAA
/9 f% 3 % 77 660,000,000 f% & i@ A%
(RFzE32(0)) °

-2 ——-)\A /B
835,000,000 % & % i {8 .0.025 7 7T
HEBREEER0.05BTTHER
%17 - WEREAH41,750,000/8 7T °

IR REE

RZZE——FZA+tH AAAKRSR
0.005 & TR E1& A T BB 5 = 5 317
163,900,000 9 FRAR % - Bh& 819,500 7
UL o RREER THAE A B ETRRESE
Z B+ =@ A HRIEERR0.27 B TH
288 (8 R 88 2K A 3] 163,900,000 A% F A% #Y
EM - RZFT——FWA=++tAH"
5,000,000 17 33 I& # &5 1% § 12 0.27 % 7T &Y
(B & 1T LA 3R B8 5,000,000 % & 38 % o
# T 158,900,000 3 AR 1T 1E R EFE N =
T——F - A+ BEERFRBR -

MR-ZZT——F+HAA ARFIRER
0.001 B T K EIE MR B E =7 39T
543,636,000 17 sRAX#E T + BLE 543,636 7
TC o RRIEE M T A A B BT RIREFE
Z BRI =+/1E A BHEESKR0.1E T
7 52 B8 (B 7R B8 4K A 7] 543,636,000 % 1 A%
BN - RZEBE——F+-_A=+—0H "
N1 7] 543,636,000 13 15 7 17 1 72 AR #E
o BEITHEZRERMARITERREZHE
%17 543,036,000 A EBIMNZ 1D °
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30 Capital and Reserves (continued)
(d) Nature and purpose of reserves

158

(i)

(i)

(i)

(iv)

(v)

Capital reserve

The capital reserve mainly represents the net
proceeds received from the issue of warrants
of the Company. The reserve will be
transferred to share capital and share premium
account upon the exercise of the warrants.

Share premium

The application of the share premium account
is governed by sections 48B and 49H of the
Hong Kong Companies Ordinance.

Exchange reserve

The exchange reserve comprises all foreign
exchange differences arising from the
translation of the financial statements of foreign
operations. The reserve is dealt with in
accordance with the accounting policies set
out in Note 2(u).

Convertible bond equity reserve

The value of the unexercised equity
component of convertible bonds issued by the
Company is recognised in accordance with the
accounting policies set out in Note 2(l).

Other reserve

The Group

Other reserve of the Group represents the
reserve arising from the reverse acquisition on
14 October 2008.

On 14 October 2008, the Company acquired
the entire issued and fully paid-up share capital
of CVMSB, a company incorporated in
Malaysia.

The consideration was satisfied by the
allotment and issue of 338,249,999 new
ordinary shares and the existing 1 share of the
Company (“Consideration Shares”) to the then
shareholders of CVMSB, credited as fully paid
at an issue price of HK$0.10 per new share.
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FHERERIER

V) Bfbr#f
REE
AEEMEMBEERER -_FTNF
TATEORERAWEBELEOFRFE -

RZZZNFTA+TEHA NAA
Y i CVMSB (74 55 2 78 g5 5 1 A 32
AR 2E D BT RERRA -

RAB LA CVMSB & IR 3R Ac 25 K 3%
17338,249,999 A% 7K /A AT A &
AR 2 B & B A9 1 B AR (TR (B A%
B DER - WIRETESKRIR0.10
BT ARY B -
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30 Capital and Reserves (continued) 30 EXRKfHE R
(d) Nature and purpose of reserves (d) REEAEERBENE)

(continued)

(v)  Other reserve (continued) ()  Eb#E (&)
The Company PN
Other reserve of the Company represents the AN AR HE MR RTE
difference between the value of the shares of CVMSB M EEEAR DB BIENRZ
CVMSB acquired over the nominal value of the TENFTATHAERRAKERE
shares used by the Company as consideration HIRREE 2 HR =58 - HMEE
for the reverse acquisition on 14 October H)E R X BB A 7E P15 48C ik
2008. The application of the other reserve is FTiiE °

governed by section 48C of the Hong Kong
Companies Ordinance.

(vi)  Distributability of reserves (Vi) AR
At 31 December 2012, there were no realised RZZE——F+-_A=+—H8" ' #&
profits available for distribution to owners of BAIMHORTAABIHEEAND E
the Company (2011: Nil). Bah(ZT——F : ) -

(e) Capital management (e) EXER

The Group’s primary objectives when managing AEBEEEANEZEEARBEAEER

capital are to safeguard the Group’s ability to REGEMREN - UISEARER ATRE

continue as a going concern, so that it can continue e & A H M 25 AR B T AR R g

to provide returns for owners and benefits for other

stakeholders.

The Group actively and regularly reviews and AEEEREEHBRTRERBAEARR

manages its capital structure to maintain a balance B UAERSREDR(JEEHREE

between the higher shareholder returns that might KT R i 8 8 AR IR B R

be possible with higher levels of borrowings and the IRFE 2 S T4 o

advantages and security afforded by a sound capital

position.

The Group is not subject to externally imposed AEERFESBEFENIINTENER

capital requirements in either the current or prior FTEHMR ©

years.
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Share Option Scheme

Pursuant to the written resolution passed on 14 October
2008, the Company adopted a share option scheme (the
“Scheme”) to (i) attract and retain the best quality
personnel for the development of the Group’s business; (i)
to provide additional incentives to the employees; (iii) to
provide eligible persons with the opportunity to acquire
proprietary interests in the Group; and (iv) to promote the
long term financial success of the Group by aligning the
interests of grantees to shareholders. The Scheme is to
remain in force for a period of 10 years from the date of
adoption of such scheme and will expire on 13 October
2018.

Under the Scheme, the Board of Directors of the Company
(the “Directors”) may at their discretion grant options to (i)
Board of Directors or a duly authorised committee; or (ii)
any person employed by the Company or any subsidiary;
(iiiy any consultant, adviser, supplier, customer or
subcontractor of the Company or any other person
determined by the Directors from time to time to subscribe
for the shares of the Company (the “Shares”).

Options granted must be taken up within 28 days of the
date of grant, upon payment of HK$1 per option. The
maximum number of Shares in respect of which options
may be granted under the Scheme shall not exceed 10%
of the issued share capital of the Company on the date of
adopting the Scheme. The limit may be refreshed at any
time provided that the new limit must not be in aggregate
exceed 10% of the issued share capital of the Company
as at the date of the shareholders’ approval in general
meeting. However, the total number of shares which may
be issued upon exercise of all outstanding options granted
and yet to be exercised under the Scheme and any other
scheme of the Company must not in aggregate exceed
10% of the shares in issue from time to time. The
maximum number of Shares in respect of which options
may be granted to any individual in any 12-month period
shall not exceed 1% of the Shares in issue on the last date
of such 12-month period unless approval of the
shareholders of the Company has been obtained in
accordance with the Listing rules. Options granted to
substantial shareholders or independent non-executive
directors in excess of issued share capital of the Company
or with a value in excess of HK$5 million must be
approved in advance by the shareholders of the Company.
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Share Option Scheme (continued)

Options granted may be exercised at any time from date
of grant of the share option to the 10th anniversary of the
date of grant as may be determined by the Directors. The
exercise price is determined by the Directors, and will not
be less than the higher of the closing price per share as
stated in SEHK’s daily quotations sheets on the date of
the grant of the options, the average closing price per
share as stated in the SEHK’s daily quotations sheets for
the five business days immediately preceding the date of
the grant of the options, and the nominal value of a share.

No option has been granted by the Company under the
Scheme since its adoption.

Business Combinations

(a) Acquisition of Step Pacific Group
On 23 February 2011, the Company entered into an
agreement with Mr. Teoh Tek Siong and United
Fortune Enterprises Limited (the “Vendors”), pursuant
to which the Company has conditionally agreed to
purchase and the Vendors have conditionally agreed
to sell 51% of the entire issued share capital of Step
Pacific Development Limited for a consideration of
HK$220,000,000, which was satisfied by the
payment of deposit in cash of HK$11,000,000 to the
Vendors upon signing the Agreement and by the
issue of an aggregate of 653,125,000 ordinary
shares of the Company to the Vendors (Note 30(b)
(ii)). Step Pacific Group is principally engaged in the
exploration for manganese in Indonesia.

The above acquisition was approved by the
members of the Company in an extraordinary
general meeting held on 8 April 2011. The effective
date of the acquisition was 19 April 2011.

31

32

BREE ()

BRETERIBRESEAERIBRELTE
FIULME(ATRMESET)ERTE - TRER
ERET  ETSERRLBRERREEBR
P AERAYSRKRTHE - ERR OB
BHAREEE R BB A RERMT
BRETENTFHEIRNEE=EZ2RSE

AREBRMZE B HESERIRZE B
HAE BB -

E¥BE6t

(a) U8 Step Pacific £E
RZE——F-_HA=Z+=H AN AH
Teoh Tek Siong 454 I United Fortune Enterprises
Limited ([ & 75 1) 513 5% - Bt » AR
ERHEREBEMEFAKERELE
Step Pacific Development Limited 2 82 %
FTIRZAREI51% » B /220,000,000 7T -
BARERE %Eiﬁzﬂmﬂ?ﬂaﬁﬁﬁfﬁ%
1% 411,000, OOO/%TE&F‘T ERBTEH
653,125,000 f% 48 22 ARy 7 A E
(B 3£ 30(b)(ii)) ° Step Pacn‘lc% BEERE
BN EIRMIRER -

NEWEEELCAARARER_-F
——FHANBRTHERRERIAE L1t
o WEEBENERBHR T ——F0
HAHthB-
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32 Business Combinations (continued) 32 ¥XKE6t#®)
(@) Acquisition of Step Pacific Group (a) WS Step Pacific £E (&)
(continued)
Acquirees’
carrying
amount and Acquirees’
provisional company
fair value at restated
acquisition fair value at
date previously acquisition
reported date
BESR
W E A wEE A
RKEER AR AU
HEREER ERES
TENAFE HEREE
HK$ HK$
BIT BIT
Net assets acquired: BARNEEFRE
Property, plant and equipment (Note 13) #15¢ ~ B X & (FIEE 13) 56,901 56,901
Exploration and evaluation assets IR Rt h & = (Fisk15)
(Note 15) 252,884 279,610,200
Prepayments, deposits and other AR -~ Hme RHA
receivables FEWGRIE 209,350 209,350
Cash at bank and in hand IRITHEER IR 12,645 12,645
Other payables and accruals HEEMNRIBERETRY (947,226) (947,226)
Deferred tax liabilities FEEIEAE = (46,093,957)
(415,446) 232,847,913
Non-controlling interests IS AR R A 205,687 (115,283,002
Goodwill (Note 14) P (M 14) 220,209,759 141,622,589
Total consideration BRE 220,000,000 259,187,500
Satisfied by: SR
Cash paid EfRe 11,000,000 11,000,000
Share consideration, at fair value RRIDRE IR AT EAE 209,000,000 248,187,500
220,000,000 259,187,500
Net cash outflow arising on the WEEANR S RL FEE .
acquisition:
Cash consideration paid oNESKRE (11,000,000) (11,000,000)
Bank balances and cash acquired BANIRITESNLRIES 12,645 12,645
(10,987,355) (10,987,355)
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32 Business Combinations (continued)

(a)

(b)

Acquisition of Step Pacific Group

(continued)

Goodwill arising on the acquisition of Step Pacific
Group in 2011 was determined on a provisional
basis as management of the Company was in
process to obtain sufficient information to complete
the initial accounting. During the year and within one
year of the acquisition date, the Company obtained
independent valuation to access the fair values as at
the acquisition date of identifiable assets, including
the fair value of the exploration and evaluation
assets, and an adjustment in the fair value of the
above consideration, the provisional goodwill and
other respective amounts were adjusted accordingly
upon the completion of the initial accounting as set
out in Note 14.

Acquisition of Victory Dragon
Group

Victory Dragon Holdings Limited, engaged in
investment holding, is the sole owner of Long
Chuan. Long Chuan is engaged in the manufacturing
and distribution of bottled mineral water and planned
to reposition to target the mid to high end market
segment from its current market segment, to
redesign the packaging to give customers a clear
impression that this is a high-end product. It has
obtained a mining permit of the Longchuan Spring
water which is located at Longmu Town, Longchuan
County, Guangdong Province, the PRC. It currently
holds two brand names to sell bottled mineral water
in the PRC, which are Jenbo and Royal Green.

32 ¥¥KE6tE)

(a)

(b)

MOREEERAT F32012

I B8 Step Pacific £ (&)

W =T ——F Ut Step Pacific £ B M E 4
WEENIRGEEEET  WIHHARAR
AIEEEEEREMERER ST
1B o RERNA KRB WA SR —FA
$@ﬂ%ﬂﬁ%ﬂ%%ﬁ§%%%a%%
AN ENBLGE  SEDFERFHEE
MNAFEREMRENAR  TEHER
HbSBEIMRM 14 Tl F &5t T1E
SERK R IEREE AR -

WisEEEE

SEEBEERARANEREEREY B
REJIEOME—HER A » BE)II EFRE N 3
MERABERKER - BE)IIFHEIKETIHE
FRREMSENEL/ATEHHMS @ I
BEHRFTEENGEFPE TEME K
=ImEMABMEIR - £0 BB T
Fi%%H%%ﬂﬁZ%H%$M%E%

& o HB IR AMEESBEHEMRE
%*WWW B E RARTE -
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32 Business Combinations (continued)

164

(b) Acquisition of Victory Dragon

Group (continued)

On 12 January 2012, to further diversify the Group’s
business, an agreement was entered into between
the Company’s wholly owned subsidiary, Nice Tone
Enterprises Ltd. (“NTEL”) and Voice Key Group
Limited (“First Vendor”), Chinacorp International
Consultants Limited and Champion Tone
Development Limited (collectively known as the
“Vendors”), pursuant to which NTEL has
conditionally agreed to purchase and the Vendors
have conditionally agreed to sell 51% of the issued
share capital of Victory Dragon Holdings Limited for
a notional consideration of HK$200,000,000, which
was satisfied by the payment of deposit in cash of
HK$10,000,000 to the First Vendor upon signing the
agreement and by the issue of 660,000,000 ordinary
shares of the Company to the Vendors (see Note
30(b)(ii)) and convertible bonds with a principal
amount of HK$106,840,000 (see Note 26(c)) to the
First Vendor. The acquisition was approved by the
members of the Company in extraordinary general
meeting held on 13 April 2012. The effective date of
the acquisition and completion was 18 April 2012.

The acquired business contributed revenue of
HK$2,148,220 and a net loss of HK$5,132,287 to
the Group for the period from 19 April 2012 to 31
December 2012. Had the above acquisition occurred
on 1 January 2012, the directors of the Company
estimate that the Group’s revenue and loss before
taxation would be increased by HK$175,895 and
HK$7,351,334, respectively. These amounts have
been calculated using the Group’s accounting
policies and by assuming the control date of a
subsidiary being held by Victory Dragon Holdings
Limited remain unchanged.
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32 ¥XKE6t#®)
(b) WHBEIEEE (2

RZT—=—F—A+=H " AELAEEE
BE—FZILEE  ARFA2EHBA
Al Nice Tone Enterprises Ltd. ([NTEL]) £2
Voice Key Group Limited ([ZE—& 757 )
Fh > B X B 5 5 BR A B] & Champion Tone
Development Limited (#78 [ &5 |) 513 1#
# B ONELAKREREEEMES
BRGREHEINEERBRARIEET
IR #I51% - 4 2 X f& /200,000,000 7
T BRAREEREREINRS
10,000,000 B T FTE—BEAHEES - MR
75817 660,000,000 & AN A 7] & 38 A% (R.BT
FE30b)i) RME—BEHBETASER
106,840,000% 7T &) 7] # j% & % ( Mt 3
26(c)) 1t o WWIE B HLBEAR R RIRE
RZT——FMA+=HBRITHRERER
A Lt - WEEEM AR KRR B H
AB-T——FA+NH-

RZE——FNHA+NEHE=ZZT—=F
+ZA=1+—RILHHE  FTREBEBE AN
S B E U A 2,148,220/ T K& [E5 187 58
5132287 B o W LI ER =T —=
F—A—RA%E  ARREZHALEE
W K B # A1 E5 48 1 9 BI85 50 175,895 7%
TN 7,351,334%F L BRSEIIERA
EEEH BRI REINEEEER AR
HH B AR MR B R T E -
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32 Business Combinations (continueq) 32 EXKE/t#®)
(b) Acquisition of Victory Dragon (b) WEBSEKE (2

Grou P (continued)

Fair value
as at
acquisition
date
HUkEE B A
A FE
HK$
BIT
Net assets acquired BANEEFE
Property, plant and equipment (Note 13) Y~ B K& (s 13) 3,338,481
Exploration and evaluation assets (Note 15)  #1#E R G EE (HI:E15) 161,763,000
Inventories FE 213,659
Cash at bank and in hand IRITHEBRIRS 26,020
Other payables and accruals HE A RIERET A (2,624,959)
Deferred tax liabilities (Note 29) R IEA E (M52 29) (40,440,750)
122,275,451
Non-controlling interests SRR (59,914,971)
Goodwill (Note 14) R (fEE14) 111,180,501
Total consideration BRE 173,540,981
Satisfied by: XRAE
Cash paid 2R E 10,000,000
Shares consideration A RIE 59,400,000
Convertible bonds AR ES 106,840,000
Contingent consideration (Note 21) SARE (F5E21) (2,699,019)
173,540,981
Net cash outflow arising on the acquisition: WEEANBESRL 5
Cash consideration paid oRESRE (10,000,000)
Bank balances and cash acquired BARIRITEHR RIS 26,020
(9,973,980)

Pursuant to the Agreement, the First Vendor and the
guarantor, Mr Chu Yuk Lung (the “Guarantor”)
irrevocably warrant and guarantee to the Group that
the audited consolidated net profit after tax and any
extraordinary and exceptional items (“Audited Profit”) R B R e
of Victory Dragon Group will not be less than

RMB30,000,000 for the period of twelve months
commencing from the date of completion

(“Guaranteed Profit”).

BEZWE BB RERARABREL
A (TERA D AT R A & B #GE &
ER - SlEEE Bk B HE 12068 5
MBI A REAESRMIEEEEE %
FEEEHEF ) #HR D
AR 30,000,000 7¢ (MR B35 A 1)
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32 Business Combinations (continued)

166

(b) Acquisition of Victory Dragon

Group (continued)

If the Guaranteed Profit is not achieved for the period
of twelve months commencing from the date of
completion, the Group will be entitled to deduct from
the outstanding principal amount of the convertible
bonds on a dollar for dollar basis which is equivalent
to the difference between the Audited Profit and
Guaranteed Profit. If Victory Dragon Group record a
consolidated net loss after tax and any extraordinary
and exceptional items for the period of twelve
months commencing from the date of completion,
the Group will be entitled to deduct from the
outstanding principal amount of the convertible
bonds which is equivalent to an amount of the
summation of the loss and the Guaranteed Profit
provided that the maximum compensation amount
shall not exceed HK$50,000,000.

The First Vendor (i.e. the bondholder) agrees that
unless and until the delivery of the consolidated
audited financial statements of Victory Dragon Group
for the period of twelve months commencing from
the date of completion of the acquisition showing
that the Guaranteed Profit has been fulfilled, it will
not convert, transfer or dispose of the convertible
bonds such that the outstanding principal amount of
the convertible bonds shall be less than
HK$50,000,000 or otherwise cause the outstanding
principal amount of the convertible bonds below
HK$50,000,000.

The Group has recognised contingent consideration

receivable of HK$2,699,019, being the fair value of
the profit guarantee at the acquisition date.
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33 Financial Risk Management and Fair
Values

(a)

(b)

Financial risk management

objectives and policies
Management has adopted certain policies for
financial risk management with the objective of:

(i) ensuring that appropriate funding strategies
are adopted to meet the Group’s short term
and long term funding requirements taking into
consideration the cost of funding, gearing
levels and cash flow projections of each
project; and

(i) ensuring that appropriate strategies are also
adopted to manage related interest and
currency risk.

Credit risk

The Group’s and the Company’s credit risk are
primarily attributable to cash and cash equivalents,
trade receivables, prepayments, deposits and other
receivables. The exposure to this credit risk is
monitored by management on an ongoing basis and
management does not expect any counterparty to
fail to meet its obligations.

Cash and cash equivalents are placed at financial
institutions that have sound credit rating.

In respect of trade receivables, individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These evaluations
focus on the customer’s past history of making
payments when due and current ability to pay and
take into account information specific to the
customer as well as pertaining to the economic
environment in which the customer operates. Trade
receivables derived from sales of magnesium ingots
are due within 15 days from the date of the bill of
lading for export sales or date of invoice for local
sales. Other than that the Group has a policy of
allowing customers for domestic trading and
distribution in the PRC with credit terms of normally
cash on delivery. Debtors with balances that are
more than 6 months past due are requested to settle
all outstanding balances before any further credit is
granted. Normally the Group does not obtain
collateral from customers.
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(a)
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33 Financial Risk Management and Fair
Values (continued)
(b) Credit risk (continued)

168

(c)

The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each
customer rather than the industry in which the
customers operate and therefore significant
concentrations of credit risk primarily arise when the
Group has significant exposure to individual
customers. As at 31 December 2012, 77% of the
trade receivables was due from the Group’s largest
customer. As at 31 December 2011, there was no
trade receivable.

The maximum exposure to credit risk is represented
by the carrying amount of each financial asset, in the
consolidated statement of financial position. Except
for the financial guarantees given by the Group as
set out in Note 36, the Group does not provide any
other guarantees which would expose the Group or
the Company to credit risk. The maximum exposure
to the credit risk in respect of these financial
guarantees at the end of the reporting period is
disclosed in Note 36.

Further quantitative disclosures in respect of the
Group’s exposure to credit risk arising from trade
receivables are set out in Note 19.

Foreign currency risk

The Group is exposed to foreign currency risk
through trade receivables and payables that are
denominated in a currency other than the functional
currency of the operations to which the transactions
relate.
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33 Financial Risk Management and Fair 33 TRIEKBEERAFEE)

Values (continued)

(c) Foreign currency risk (continued) (c) HERPE#E)
()  Exposure to currency risk () FrEEGRE R b

TRFMAEERARR AR HREH
RFrE R EARENERRNER
BANERFENCHREESLR
EMmELNESRR - FTE RO &R
R @ R VARF 5 B ) ANES (E X K 4
BILIEZFNZA

The following table details the Group’s and the
Company’s exposure at the end of the
reporting period to currency risk arising from
recognised assets or liabilities denominated in
a currency other than the functional currency

of the relevant subsidiaries. For presentation
purposes, the amounts of the exposure are
shown in HK$, translated using the spot rate

at year end date:

Exposure to foreign currencies (expressed in

i TED e B0 SMNEE LBz (JA B 7T 51 7R )

HK$)
2012 2011
—E——F —T——F
United States United States
Dollars Dollars
ESpry ETT
HK$ HK$
BT BT
The Group rE
Cash at bank and in hand IRITHEB RIS 24,582 -
Deposits, prepayments and e BAFER
other receivables H b pE IR 3,074,205 -
Trade and other payables FEASTBR SR N E b B {5 50IR (2,975,815) (1,011,833)
Trade receivables FEUER TR 1,514,408 -
1,637,380 (1,011,833)
2012 2011
—E——F —T——%F
United States United States
Dollars Dollars
ETT ETT
HK$ HK$
BT BT
The Company P NN
Cash at bank and in hand RITHEHR LIRS 11,185 -
Deposits, prepayments and e BEF Iﬁ&
other receivables o e IR 3,074,205 =
Trade and other payables FEERT &EI\{J@J?E (NECE] (2,449,636) -
635,754 =
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33 Financial Risk Management and Fair 33 SREREERAFEE)
Values (continued)

(c) Foreign currency risk (continued) (c) ERBEE)
(i) Sensitivity analysis (i)  BREST o ‘
The following table indicates the approximate P REBRAE f‘ﬁ B J%}E\ e
EEREIMNERE RSB e B (A&

change in the Group’s loss before tax and

. ==l g m
accumulated losses in response to reasonably B S 5 A %5 S B B KR

@) (RERMEEMEREERRET

possible changes in the foreign exchange rates ) T A BB L o MRS EL M AA A 25
to which the Group has significant exposure at @ TR N B R 2 .

the end of the reporting period, assuming all
other variable risk variables remained constant.
Other components of the equity would not be
affected by changes in the foreign exchange

rate:
2012 2011
—E-CfF —E——F

(Increase)/ (Increase)/
Increase/ decrease Increase/ decrease
(decrease) in loss before (decrease) in loss before
in foreign tax and in foreign tax and
exchange accumulated exchange  accumulated
rates losses rates losses
BRBLAT BRELAT
BER BER
HEEZE RitEE 9N [ RETER
A (TRE) (8m)mWL EA/(CRE) gEm), md
HK$ HKS$
BT BT

The Group rEE
United States Dollars EI 5% 81,869 5% (50,592)
(5)% (81,869) 5)% 50,592

The Company ¥ /N
United States Dollars EVT 5% 31,788 5% =
(5)% (31,788) 5)% =
The sensitivity analysis assumes that the BRESMBEREFTTEAEE
change in foreign exchange rates had been PR AR ii I 7 ¥ 25 HA >R [ B S
applied to re-measure those financial i @B ) £ A T ARy - B EMSNE

instruments held by the Group which expose i;i%i&gzggizg%%

the Group Ito foregn currency risk gt the end of M A A MR - AR AT E —
the reporting period. The analysis excludes e I

differences that would result from the

translation of the financial statements of the

foreign operations into the Group’s

presentation currency. The analysis is

performed on the same basis as for 2011.
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33 Financial Risk Management and Fair

Values (continued)

33 TRIEMEERQFE®R

(c) Foreign currency risk (continued) (c) HERPE#E)
(i) Sensitivity analysis (continued) (i) SR (&)
In addition, the operations of the Company’s L Z"VAEW\\% KA - Hfe R
investments in Malaysia, Indonesia and the EPi’\j&ﬁ%ﬁ‘%Ig’ﬁﬂljl:,{%%ﬁ
PRC are mainly transacted in Ringgit Malaysia <8 (k,rﬁﬁgj) ‘«EH:‘E“E,(_FE]EED
(“BM”), Rupiah (“RPH”) and Renminbi (“RMB”) gAE% (TAR Dﬁﬁ%f% ° &
" o ENEE - HEBERARKEER
.respectlvely. Any distributions from these B A TS ETERZE S
investments in RM, RPH and RMB may 9 5T ) T SO ) T (6 A 2 A
expose the Company to a certain degree of — FRRENES o
risk resulting from fluctuation in these
currencies against HK$.
(d) Interest rate risk (d) FIZEPE
The interest rate risk of the Group and the Company REERARNBFE @B EZRERT
arise primarily from bank loans, unsecured loans BER -  REBE=-AHERBERRATRKRE
from third parties and convertible bonds. Borrowings % o B BIEIF 8 A X & E E F K5t
issued at variable rates and fixed rates expose the B SAEERARGDIEGERESRE
Group and the Company to cash flow interest rate F = &b N A AR R EB o
risk and fair value interest rate risk, respectively.
The following table details the interest rate profile of TR ANERRAD TSN REHF
the Group’s and the Company’s borrowings at the R EES o
end of the reporting period.
The Group REE
2012 2011
—F--F —F——F
Effective Effective
interest interest
rate Amount rate Amount
BERER=X &8 BREMNX G|
HK$ HK$
BT BT
Variable rate borrowings: FENFI RGN -
— Secured bank loans — BRRTER 8.6% p.a. 434,661,748 8.6% p.a. 419,997,065
Fixed rate borrowings: EEFEER
— Convertible bonds — AR ES 17.54% p.a.- 135,040,770 19.86% p.a—- 26,159,373
33.73% p.a. 33.73% p.a.
— Obligations under — AR ERIE 1.80% p.a.- 2,471,221 1.80% p.a.- 4,063,021
finance leases 3.68% p.a. 3.68% p.a.
— Unsecured loans from -XRBE= 12% p.a.- 150,000,000 12% p.a—~ 150,000,000
third parties EIRWEN 18% p.a. 15% p.a.
722,173,739 600,219,459
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33 Financial Risk Management and Fair 33 TREBEERAFE®E)
Values (continued)
(d) Interest rate risk (continued) (d) FIZmEbE =)
The Company P NN
2012 2011
—E-—&F —E——F
Effective Effective
interest interest
rate Amount rate Amount
BEREFRE € EREANEX o8
HK$ HK$
BT BT
Fixed rate borrowings: & e R =S
— Convertible bonds — AR E S 17.54% p.a.- 135,040,770 19.86% p.a.- 26,159,373
33.73% p.a. 38.73% p.a.
— Obligations under a —REHERIE 1.80% p.a. 603,048 1.80% p.a. 766,125
finance lease
— Unsecured loans from —RKBE=H 12% p.a.- 150,000,000 12% p.a.- 150,000,000
third parties AL E R 18% p.a. 15.2% p.a.
285,643,818 176,925,498
Sensitivity analysis HREE DT
At 31 December 2012, it is estimated that a general RZE——F+-_A=+—H - fHstF=x
increase/decrease of 100 basis points in interest BEEA TEACOMEEZMATH L&
rates, with all other variables held constant, would SHEFIE - BIARSEBEMBRTATEE kA
increase/decrease the Group’s loss before tax and #=E DRI I, R A 494,347,000 7T (=
equity by approximately HK$4,347,000 (2011: T ——4F : 4,200,000/87T) °
HK$4,200,000).
There are no effect on the Company’s loss before RATIRABFERBRTBAEE R ER
tax for both year and equity. mY R o
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33 Financial Risk Management and Fair
Values (continued)
(d) Interest rate risk (continued)

(e)

Sensitivity analysis (continued)

The sensitivity analysis above indicates
instantaneous change in the Group’s and the
Company’s loss before tax (and accumulated losses)
and other components of consolidated equity that
would arise assuming that the change in interest
rates had occurred at the end of the reporting period
and had been applied to re-measure those financial
instruments held by the Group and the Company
which expose the Group and the Company to fair
value interest rate risk at the end of the reporting
period. In respect of the exposure to cash flow
interest rate risk arising from variable rate non-
derivative instruments held by the Group at the end
of the reporting period, the impact on the Group’s
loss before tax (and accumulated losses) and other
components of consolidated equity is estimated as
an annualised impact on interest expense or income
of such a change in interest rates. The analysis is
performed on the same basis for 2011.

Liquidity risk

The liquidity of the Group is primarily dependent on
its ability to maintain adequate cash inflow from
operations to meet its debt obligations as and when
they fall due and on its ability to obtain external
financing for its committed future capital
expenditures.

The Group had net current liabilities of
HK$562,014,256 (2011: (Restated)
HK$454,600,552) at 31 December 2012 which
include secured bank loans and unsecured loans
from third parties of HK$434,661,748 (2011:
HK$419,997,065), HK$135,040,770 (2011:
HK$26,159,373) and HK$100,000,000 (2011:
HK$100,000,000), respectively. The directors of the
Company closely monitor the cash flows of the
Group and the Company and upon maturity, arrange
renewal and refinancing of these borrowings, where
necessary, to enable the Group to carry on its
operations in the foreseeable future. As disclosed in
Note 2(b) to the consolidated financial statements,
the directors of the Company have taken action to
mitigate the liquidity issues faced by the Group and
the Company. Accordingly, the directors of the
Company are of the opinion that the Group’s and
the Company’s liquidity risk is minimal.

33 TRIEMEERQFE®R

(d)

(e)
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33 Financial Risk Management and Fair

174

Values (continued)

(e) Liquidity risk (continued)
The following table details the remaining contractual
maturities at the end of the reporting period of the
Group’s and the Company’s financial liabilities,

33 LTREMEERQFE®R

() RBEEZRMEE)

TRFANAEERAR RN E RN
BRENKAENZHMA (TIRES QKRR
RRSRE(BREENNE . ERFH

which are based on contractual undiscounted cash Rl - AR EBRAIR A R R EHF
flows (including interest payments computed using BARF)FE) RAEERARTELZNE
contractual rates or, if variable, based on rates =P HE:
current at the end of the reporting period) and the
earliest date the Group and the Company can be
required to pay:
2012
—E--&
Contracted undiscounted cash flow
ANARBRRENE
Carrying Within More than More than
amount 1 year 1 year but 2 years but More
at 31 oron less than less than than
December Total demand 2 years 5years 5years
Rt+=A
=t-H Pk —EH0E MELLE
REE ag RERE RPN BRFNR RENE
HK$ HK$ HK$ HK$ HK$ HK$
BT BT B B BT BT
The Group KEE
Convertible bonds BRESR 135,040,770 233,250,000 13,342,000 56,342,000 163,566,000 -
Secured bank loans* BEAFTER 434,661,748 551,169,936 20,379,195 115,583,494 346,750,482 68,456,765
Obligations under BERERE
finance leases 2,471,221 2,660,902 1,201,872 804,263 654,767 -
Trade and other payables BHRE
N 5E 52,407,776 52,407,776 52,407,776 - - -
Amounts due to EREERFE
related parties 1,643,743 1,643,743 1,643,743 - - -
Unsecured loans from RAE=H
third parties BEERER 150,000,000 167,950,820 111,950,820 56,000,000 - -
776,225,258  1,009,083,177 200,925,406 228,729,757 510,971,249 68,456,765
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33 Financial Risk Management and Fair 33 TRIEKBEERAFEE)
Values (continued)
(e) Liquidity risk (continued) (e) REBELEAM®)
2011
2%
Contracted undiscounted cash flow
ANAERRERE
Carrying Within More than More than
amount 1 year 1 year but 2 years but More
at 31 oron less than less than than
December Total demand 2 years 5 years 5 years
®’+=A
=+-H —ERm5 —FH0E MENLE
REE ekl REN BREUR BREUA RENE
HKS HKS HKS$ HK$ HKS HKS
AT BT AT AT AT BT
The Group K&
Convertible bonds HRRES 26,159,373 55,900,000 4,300,000 4,300,000 47,300,000 -
Secured bank loans* BEBRTES 419,997,065 549,614,432 19,211,336 19,211,336 333,905,279 177,286,481
Obligations under BEAREAE
finance leases 4,063,021 4,482,152 1,331,768 1,331,768 1,748,121 70,495
Trade and other payables BHREM
FENFE 26,878,722 26,878,721 26,878,721 = = =
Amounts due to e 708
related parties 660,969 660,969 660,969 - - -
Unsecured loans from REEZH
third parties BERER 150,000,000 176,625,917 117,762,295 6,000,000 52,863,622 =
627,759,150 814,162,191 170,145,089 30,843,104 435,817,022 177,356,976
* The amounts due are based on the scheduled repayment * FES IR SRR SRS B B

dates set out in the loan agreements and ignore the effect of
any repayment on demand clause (see Note 27).

R EAE - 0 ST R AR AR O] B R SRR R
ME(B2EMR2T) -
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33 Financial Risk Management and Fair 33 SHREAMEERAFE®R)
Values (continued)
(e) Liquidity risk (continued) (e) RBESLRAMR#)
2012
“E-Cf
Contracted undiscounted cash flow
BHRERRERE
Carrying More than More than
amount 1 year 2years More
at 31 Within  but less than  but less than than
December Total 1 year 2 years 5years 5years
Mt=A
=t-H -EHE WERLE
REE an —EHNR BEmESR BREEUR REHNE
HK$ HK$ HK$ HK$ HK$ HK$
B B B B B B
The Company YN
Convertible bonds ARRES 135,040,770 233,250,000 13,342,000 56,342,000 163,566,000 -
Other payables and HihEMNTER
acorued expenses ExtiY 15,592,202  15592,202 15,592,202 - - -
Obligations under finance ~ B AT E#dE
leases 603,048 639,395 187,140 187,140 265,115 -
Unsecured loans from REE=H
third parties BEAET 150,000,000 167,950,820 111,950,820 56,000,000 - -
301,236,020 417,432,417 141,072,162 112,529,140 163,831,115 -
2011
E——F
Contracted undiscounted cash flow
BRAKRTENE
Carrying More than More than
amount 1 year 2 years More
at 31 Within -~ butlessthan  but less than than
December Total 1 year 2 years 5 years 5 years
W+=A
E—E —FN £ MEL £
REE ek —EN0A BRENA  BRFNA RENE
HKS$ HK$ HK$ HKS$ HKS$ HK$
B B B B BT B
The Company NG|
Convertible bonds MaRES 26,159,373 55,900,000 4,300,000 4,300,000 47,300,000 -
Other payables and EHEAFER
accrued expenses [EFAY 7,639,407 7,639,407 7,639,407 = - -
Obligations under finance ~ BA&E T E#E
leases 766,125 826,535 187,140 187,140 452,255 -
Unsecured loans from REEZH
third parties EERER 150,000,000 176625917 117,762,295 6,000,000 52,863,622 -
184,564,905 240,991,859 129,888,842 10,487,140 100,615,877 -
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33 Financial Risk Management and Fair
Values (continued)

33 SHEAMEERAFEE)

() Categories of financial instruments ( =WMIESE
The Group The Company
rEH PN
2012 2011 2012 2011
—E-Zf CZ——% IZE-Zf CZZ——F
HK$ HK$ HK$ HK$
B BT BT BT
Financial assets CREE
Loans and receivables B R EWGIE
(including trade and other (BREESR
receivables) EfbfEW FRIE) 17,335,306 52,333,082 2,173,389 42,236,850
Financial liabilities SRAE
Financial liabilities B ATE
at amortised cost (including Memas
trade and other payables) (RIEESMEM
FEZRIE) 776,225,258 627,759,150 301,236,020 184,564,905
(g) Fair values of financial instruments (9) EMIRZAFE
Except as detailed in the following table, the BRI TRATMEN EERE - REAEY
directors consider that the carrying amounts of BHRETERANCREERABNKRRE
financial assets and liabilities recognised in the EREBEER
consolidated financial statements approximate to
their values:
2012 2011
—E-C-F —E——F
Carrying Carrying
amount Fair value amount Fair value
REE NFE REE ANHE
HK$ HK$ HK$ HK$
BT BT BT BT
Financial assets cRMEE
Contingent consideration FEM SR KB
receivable 2,699,019 42,051,793 - -
Financial liabilities SREE
Obligations under finance BMERERE
leases 2,471,221 2,660,902 4,063,021 4,482,152
Convertible bonds AR ES 135,040,770 127,133,000 26,159,373 26,011,000
Unsecured loans from KEE=H
third parties ERAER 150,000,000 185,338,149 150,000,000 179,884,184
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33 Financial Risk Management and Fair
Values (continued)

(9)

Fair values of financial instruments

(continued)

The fair value of contingent consideration receivable
is estimated to be HK$42,051,793 using a discount
rate at 23.61% and estimated cash receivable from
the profit guarantee.

The fair value of the liability components of
convertible bonds is determined using a discount
rate at 23.61% based on quoted bond with similar
credit risk.

34 Commitments

178

(a)

(b)

Capital commitments
Capital commitments outstanding as at 31
December 2012 and 2011 not provided for in the

33 2REKBEERAFEE)
(9 ERIEZAFE®E)

WA KB R FERITHE23.61%
KRR < At EUREAHE - AEt A
42,051,793 8T °

AR EFAERDORFEDRIERS
BUEERBRNEBESRITRE23.61%
B -

34 &I
(a) BEXEE

NIRRT ——F+A=1—

B WERGE M BREPBENKRES

consolidated financial statements were as follows: BAREPENT ¢
The Group
AEH
2012 2011
—E-——F —=——F
HKS$ HK$
BT BT
Contracted for BEET4Y 20,013,500 20,098,652
Authorised but not contracted for BEREERRETL - -
20,013,500 20,098,652
Future minimum royalty payments (b) ARFEZSFEE
Pursuant to the Mining Agreement (Note 15), the BEFERZ (M 15) - BiRE A KM

royalties to HPC are subject to a monthly minimum
payment of RM30,000 (equivalent to HK$76,100)
(2011: RM30,000 (equivalent to HK$76,355) for a
period of 20 years, unless early terminated by the
Group by giving one month’s written notice to HPC.
The total minimum royalties amounted to
RM5,940,000 (equivalent to HK$150,067,843)
(2011: RM6,300,000 (equivalent to HK$16,034,574)
over the 20 years period.
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AT T HPCHZE 4 £ 730,000 5 % (48
ER 76,1007 L) (ZZF——4 : 30,000 %
B (%R 76,3557 7L)) © BHI20F - &K
FEAREL E M HPC 3 ) — 1@ B E W@ AR Al
RIE-20F RN BREFEERE S
5,940,000 55 ¥ (#8557 150,067,843 %8 7T )

— T — — £ :6,300,0005 B (#HEFR
16,034,574 7T) ) ©
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34 Commitments (continued) 34 EEE
(c) Operating lease commitments (c) REHEEHRIE

At 31 December 2012, the total minimum lease
payments under non-cancellable operating leases
are payable as follows:

RZF-—ZF+ZA=1t—0 " RETH
R EHENRMNRERS M KERD
T

The Group The Company
rEE PN

2012 2011 2012 2011
—F-=% T——% =%--Ff ZF—F
HK$ HK$ HK$ HK$
BT BT BT BT
Within 1 year 1EUR 1,400,978 1,276,555 880,488 1,173,984
After 1 year but within 5 years 14 LA F{ER5FLA 322,268 914,848 - 880,488
1,723,246 2,191,403 880,488 2,054,472

The Group is the lessee in respect of office premises
held under operating leases. The leases typically run
for an initial period of one year, with an option to
renew the lease when all terms are renegotiated. The
leases do not include a contingent rental.

(d) Environmental contingencies

The Group has not incurred any significant
expenditure for environment remediation and has not
accrued any amounts for environmental remediation
relating to its operations. Under existing legislation,
management believes that there are no probable
liabilities that will have a material adverse effect on
the financial position or operating results of the
Group. Laws and regulations protecting the
environment have generally become more stringent
in recent years and could become more stringent in
the future. Environmental liabilities are subject to
considerable uncertainties which affect the Group’s
ability to estimate the ultimate cost of remediation
efforts. These uncertainties include:

(i) the exact nature and extent of the

(d)

AEERFEREHENORAZTAEA
BH—RNTRE—F LA REREHR
#EMARRRERN - ARV TERE

BREIREE
AEBWARRBHYEBELEMEKN
ST - TR B AR S 2 T 4R B RO IR IR
[ 8 B A AR (] FE ST HE 3K IR » IRIBIRITIA
Bl ERERET SR LT AIHAEEMS
BRAREEREEEAAATENA
B RERENAEIEROFERER L
BRRABBIL BERRGEINELE - R
REELRZEIAREEZ  AIRERE
BT R MBAARNEES - %F TR
FSE SRR

0 BRI RRBERATE S ANERNE

contamination at the mines and processing EMEE
plants;
(i) the extent of required cleanup efforts; iy FTEAEIENREE

@iy varying costs of alternative remediation
strategies;

(v changes in environmental remediation
requirements; and

(i) BREBYIEENTRKA

(v) REWRORERNE &

EREEXERAT FH2012 179
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34

35

36

180

Commitments (continued)
(d) Environmental contingencies

(continued)
(v)  the identification of new remediation sites.

The amount of such future cost is indeterminable
due to such factors as the unknown magnitude of
possible contamination and the unknown timing and
extent of the corrective actions that may be required.
Accordingly, the outcome of environmental liabilities
under proposed for future environmental legislation
cannot be reasonably estimated at present and
could be material.

Major non-cash transactions

Part of the consideration for the acquisition of subsidiaries
that occurred during the year comprised shares. Further
details of the acquisition are set out in Note 32(b) above.

During the year ended 31 December 2011, the Group
entered into finance lease arrangements in respect of
assets with a total capital value at the inception of the
leases of HK$1,177,184.

Contingent Liabilities

(@) Corporate guarantees issued

As at 31 December 2012, the Company has issued
corporate guarantees totalling approximately
RM184,600,000 (equivalent approximately to
HK$468,000,000) (2011: RM184,600,000
(equivalent approximately to HK$452,700,000)) to a
bank in respect of bank loan facilities granted to
CVMSB.

The directors of the Company do not consider it
probable that a claim will be made against the
Company under the corporate guarantees. The
maximum liability of the Company as at 31
December 2012 under the corporate guarantees
issued is approximately RM172,600,000 (equivalent
approximately to HK$437,494,000) (201 1:
RM171,300,000 (equivalent approximately to
HK$420,000,000)).

In addition, as at 31 December 2012, the Company
has issued a corporate guarantee totalling
RM850,000 (equivalent approximately to
HK$2,150,000) (2011: RM850,000 (equivalent
approximately to HK$2,080,000) to a supplier in
respect of the purchase of liquefied petroleum gas
made by CVMSB.
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34

35

36

AIEE)
(d) ZBREFJAREE &)

V) ZAREMRIEENITINER

R EARTEE AR BEE S L 2 REMME
FRzERErOBIRENEESR
= B EEEERRAEEALEER
i z&% EAZE AEEAIBM (LT B 1%
RRERBERVEEENREAGE A
E‘gﬁﬁ—fﬁéﬁ

FTEFRERS
FAREBHE QRN RERERND - BEK
BBHE — TRHB R _E XXM 32(D)

HE_Z——F+_A=1+—HILFE £&H
MEBEEVRMERELH  BHANELRE
EA1,177184 7T °

HARBE

ERHATER
R=ZT—=—F+=-A=+—H ' AAFEH
CVMSBER 2 iRITE R B E MIRITIEL & HA
184,600,000 5 #& (1855 1A #J 468,000,000 7% 7T, )
(ZZT — — 5 :184,600,0005 E(HE R L
452,700,000 7T) ) Z R EIHELR ©

AAREERE  ZABERTAAEEHAR

AEREAE - ARNFTRZEBE——F+=-A=+—
HE A RERN A E R4 A 172,600,000 5
B (M E N #H)437,494,000870) (ZFE——4:
171,300,00055 % (A7 49420,000,00078 7)) ©

o R=B——F+-—A=+—8 ' "AFI5
CVMSB 8 & /& (b 5 [m) 4 FE 7 35 1 R R B 1R
4 #£850,000 5% (FH5 74 492,150,000 7T) (=
= ——4F : 850,000 55 ¥ (#8574 492,080,000 7
TL)) °
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36 Contingent Liabilities (continued)

(a)

(b)

Corporate guarantees issued

(continued)

As at 31 December 2012, the Company has issued
corporate guarantees totalling RM763,373
(equivalent approximately to HK$1,935,000) (2011:
RM1,272,026 (equivalent approximately to
HK$3,119,000)) for finance lease creditors in respect
of the purchase of motor vehicles and equipment by
CVMSB.

The Company has not recognised any deferred
income in respect of the corporate guarantees as its
fair value cannot be reliably measured and its
transaction price was nil for the years ended 31
December 2012 and 2011.

Litigation

On 6 June 2012, the Company was served with a
summons in the District Court of New Jersey by
Magnesium.com Inc. (“MG.com”) relating to
breaches of a non-disclosure and non-circumvention
agreement and a magnesium sale and purchase
agreement. On 1 December 2012, a settlement was
reached between the Company and MG.com by
paying US$300,000 in cash. A provision for litigation
settlement of HK$2,325,420 has been made in
these consolidated financial statements for the year
ended 31 December 2012 and full payment was
made to MG.com on 15 February 2013.

37 Material Related Party Transactions
During the years ended 31 December 2012 and 2011, in
addition to the transactions and balances disclosed in
Notes 20 and 25 to the consolidated financial statements,
the following related party transactions took place between
the Group and related parties on terms mutually agreed by
the parties concerned.

Name of party
BER &R

36

37

HAREE @)

(a)

(b)

BB ARERE

R-E——F+-_A=+—8 " XQAH
CVMSBIEE RSB REHENRMEHREEIR
B NTERE 763,373 5 (HBERLD
1,935,0008 L) (=ZZF——F : 1,272,026
B (FREMN43,119,000/87T)) °

BE-_E——FER-_FT——E+=H4
=+—HIEFE KRR EERQRE
REOVEELZEWRA » THEE R FEEER
SHFEEERZERAE -

Sy

i/

R-ZE——FXANB > ARRERER
ERFEAM AR BEHEORERMGE
2= . H J3 Magnesium.com Inc.([MG.com |)
MER—MTEBERTABBEAR—7
EEEWERY -R-B——-Ft+=-A—
H' ARQ 7 E B B mMGcoms fF
300,000 I & ERK MM - LFEHZE =
T —F+ A=+ RAUFEEZEAH
TS3RE R BB AM B SRR 8 2,325,420
wrc ARER -_ZE—=F"A+HAM
MG.com ZEE it o

EXBELIRS
HE-_Z——FK-_F——F+=-RA=+—H
LIEFE - BRERE B F 3R BT 51 20 [ 25 P 42 B2 7Y

R

R AEERIN -

UTRET R HENEE RS

77 2 RGBT B AR E R IRSETT

Relationship

A

Ho Wah Genting Berhad (‘HWGB”)

Ho Wah Genting Poipet Resorts Sdn. Bhd. (“‘HWGP”)

HWG Tin Mining Sdn. Bhd. (‘HWGTM”)

Perak State Development Corporation (“PSDC”)

Harta Perak Corporation Sdn. Bhd. (“HPC”)

EREEXERAT FH2012

A shareholder of the Company
RAFRRR

An associate of HWGB
HWGB B & A 7]

A subsidiary of HWGB

HWGB ) &8 2 &)

A shareholder of the Company
RAFRRR

A subsidiary of PSDC

PSDC H)fft & 2 7
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37 Material Related Party Transactions 37

182

(continued)

Particulars of significant transactions between the Group
and the above related parties are as follows:

(b)

(c)

EXRBERXRS (#)

REEE DR ST ETNEARZHIBFNT ¢

(@) Recurring transactions (a) BREXRS
2012 2011
—E——fF —E——F
HK$ HK$
BT BT
Office rent payable to: ENMAEHEST
HWGB HWGB 212,917 205,953
Rental income from drilling machines FENC T 1) B 2 5 & HR
receivable from: HEWA
HWGTM HWGTM 116,637 -
Purchase of flight tickets from: M5 REE S B E S
HWGP HWGP 736,407 718,474
Maintenance fee payable to: JENHEET :
HPC HPC 704,878 908,399
Non-recurring transactions (b) FEREMRS
2012 2011
—F-=F —F——F
HK$ HK$
BT ABIT
Disposal of a motor vehicle to: AHHESRE :
HWGTM HWGTM 17,757 139,612
Amount due (to)/from a member of (c) EMT) WBIRE
staff
2012 2011
—F—=F —F——F
HK$ HK$
BT BT
Dato’ Lim Hui Boon 2 & Lim Hui Boon (1,022,092) 9,901

(d)

The amount due is unsecured, interest-free and has

no fixed terms of repayment.

FZHAREER 2R EEETERD -

Amount due from a related party (d) FEWERERFRE
2012 2011
—g-—F  —T——%
HK$ HK$
BT BT
HWGTM HWGTM 4,651 4,651
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37 Material Related Party Transactions
(continued)
(e) Amounts due to related parties

37 EXBEAIRZ &)

() EBNBELNKE

2012 2011

—F-=F —F——F

HK$ HK$

BT BT

HWGB HWGB 484,465 138,442

HWGP HWGP 137,186 522,527

621,651 660,969

The amounts are trade in nature, unsecured, interest ZEREAESHME BERE - £25HE
free and have no fixed terms of repayment. & E B -

() Key management personnel

(l EEEBAEME

remuneration
2012 2011
—E——F —T—%F
HK$ HK$
BT BT
Directors’ fees EE0E 319,231 336,420
Salaries, allowances and benefits in kind %‘%% R N EYF = 4,301,299 4,284,613
Retirement scheme contributions RIS ETEIHEK 157,822 221,044
4,778,352 4,842,077

38 Accounting Judgements and Estimates
In the process of applying the Group’s accounting policies,
management has made the following accounting
judgements:

(@) Going concern
As disclosed in Note 2, the consolidated financial
statements have been prepared on a going concern
basis. The appropriateness of the going concern
basis is assessed after taking into consideration all
relevant available information about the future of the
Group, including proposed measures as described
in Note 2 and cash flow projections for the year
ending 31 December 2013. Such forecasts and
projections about the future inherently involve
uncertainties. Actual results could differ significantly
and hence render the adoption of the going concern
basis not appropriate.

38 é%%%&ﬁ#
RASEERAS T REBRET  SBEEELT
Bl st Ik -

(a) BHEKE
WA EE2 P BR - ARG BTG R Ih IR
BRREEERS BFELEREHFEME
RERBEANEBERREBAAHEBY A
B (REM s BRERREEC
T—=F+-_A=+—HILFEZEER
EIBA) BEITE - S ARKTEHRTE
BAS S RTEEY - BEEREETAEHE
BAER B THEAFMISELERE -
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38 Accounting Judgements and Estimates
(continued)
(b) Current and deferred taxation

184

(c)

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

Deferred tax assets relating to certain temporary
differences and certain tax losses are recognised as
management considers it is probable that future
taxable profit will be available against which the
temporary differences will impact the recognition of
deferred tax and tax in the periods in which such
estimate is changed.

Useful lives of property, plant and
equipment

Management determines the estimated useful lives
of and related depreciation charges for its property,
plant and equipment. This estimate is based on the
actual useful lives of assets of similar nature and
functions. It could change significantly as a result of
significant technical innovations and competitor
actions in response to industry cycles. Management
will increase the depreciation charges where useful
lives are less than previously estimated lives, or will
write-off or write-down technically obsolete or non-
strategic assets that have been abandoned or sold.

CVM MINERALS LIMITED Annual Report 2012

38 BItHER MG @)

(b)

(c)

EHRIEER A

AEBERBNZ ERDERRBOMER - R
EEMSHBHREAELERAE - 5T
X5 METEHAR B E X BIZHAEE
HEREORIGEE - ARBAERIRES
BREBMBIMNLBAN B ERBEER AR
B o W% FEENRERIBERLZT A
RSB TR  ZEZBHTEETER
RN BRI E BIORETIARE -

EHETEREBELRE THEBENET
HEEE  NREEERARETRSH
IR FERR R FI DA 85 18 B 22 8 2 g BB At
R ERNECH B R ENZ S
5 T LARESR o

W% BERRBENTAFR

EEEEEEME  BERRENMGEEA
RERKMEBITES H - HIRMGF I A%
BERDERODEENERTRFRAE
o WEHRNEARMERTREFHFA
EITEBHMELNTEMLREAE
£ ERAITRFERINERMOMGBEFER - 8
BEERESMEL - SMEIMRD
R ENZMRERIERBEIEEE -
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38 Accounting Judgements and Estimates 38 g&t¥E R & (&)
(continued)
(d) Impairment of property, plant and (d %% - BERRERE
equipment
The Group reviews the carrying amounts of the AEEREEEAEHEENRAMBNE
assets at the end of each reporting date to EREFETEREBEIR - MERRIE
determine whether there is objective evidence of BR - A EREEFEITIRARE R REIN
impairment. When indication of impairment is FHERREEREFEAEE BN EERIED
identified, management prepares discounted future BEEBERE TETE TEEKBED
cashflow to assess the differences between the FAREER  A5EE2RETHBERNRK
carrying amount and value in use and provided for EHHEERANEERBEEENTE
impairment loss. In determining the value in use of &M RIRE M E LT AR XN R
certain assets and liabilities, the Group makes A% RIRGFSERTEEMAERR
assumptions of the effects of uncertain future events RARERSEHFIEBORE - AEBHH
on those assets and liabilities at the end of the s REBHERIBBEE R R EEATEM M E
reporting date. These estimates involve assumptions 0 W E AR e RETRRERRA
about such items as risk adjustment to cash flows or B 3% B 1) 2 B i 38 DN sk A BB S 18 5
discount rate used, future changes in salaries and BN EAEENEEFE -
future changes in prices affecting other costs. The
Group’s estimates and assumptions are based on
the expectations of future events and are reviewed
periodically. Any change in the assumptions adopted
in the cash flow forecasts would increase or
decrease in the provision of the impairment loss and
affect the Group’s net asset value.
(e) Impairment of goodwill, and (e) BMEURBMRRFHEERE

exploration and evaluation assets
Determining whether exploration and evaluation
assets and goodwill (collectively referred to as “CGU
of exploration for iron ore, coal and manganese” and
“CGU of extraction and bottling of mineral water”)
are impaired require estimation of the value in use of
the CGUs to which these assets have been
allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to
arise from the CGU and a suitable discount rate in
order to calculate the present value. Where the
actual future cash flows are less than expected, a
material impairment loss may arise.

The carrying amounts of goodwill, and exploration
and evaluation assets at the end of reporting period
were HK$111,180,501 and HK$359,332,880 (2011:
HK$141,622,589 and (restated) HK$363,984,290),
respectively, after impairment losses of
HK$141,622,589 and HK$166,086,731, were
recognised during the year ended 31 December
2012 (2011: HK$79,525,907 and HK$22,656,172)
respectively. Details of the impairment losses
calculation are provided in notes 14 and 15 to the
consolidated financial statements.

EREEXERAT FH2012

ETHRAIHEEREE (A BT
A BEREONReEEEC] R[1E
HX&%%%E%%‘JKE’]E@%EE%&J)%7:.“5@2
BEGGTZEEEESDEERRCELS
IEEE - BREEMERNBERZLE
B TERRSELEUELNRKESR
MEMEEMNITIRE  UEFEHLEE-
aaEﬁﬂﬂﬁﬂiﬂlfﬁi‘//miﬁﬁéﬁ,ﬁﬁﬁﬁv  A]
BEE A B AMRERE °

RBEBAR - mERDERTHEENER
HED BIA111,180,501 %8 7T & 359,332,880
HBIL(ZZE——4F : 141,622,58978 7T & (&
E=%1)) 363,984,290 7% 7T ) (9 BRI E S
18141,622,5897% 7T 12 166,086,731/ 7T) *
EREE_T——F+-_A=+—HLHF
EHR(ZZT——4 79,525,907 % T &
22,656,172/ 70) < WA BT EN TS
BN RAE TS RERMIE14 K15 °
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39 Comparative Figures

Certain comparative figures have been reclassified or

restated. The changes included:

39 LLEBEF

A CCT R T
#oh S URF—

e

ST B
5 o WS DO

LABAZR

the reclassification of certain income classified of
HK$6,924,733 under other revenue to other net
gains, and certain expenses classified of
HK$919,646 under administrative expenses to other
operating expenses in the consolidated income
statement to conform to the current year presentation;

the reclassification of convertible bonds classified of
HK$26,159,373 under current liabilities to non-
current liabilities in the consolidated and company’s
statements of financial position to accord with
convertible bond agreement; and

the adjustments to restate the comparative figures
as if the initial accounting for the acquisition of Step

7’%??/\$¢VE’J£§|J7§JE EFDBERA
Y %%EPEWEH&)\IET%FE 7 BIRA
6,024,733 B T E A s 5 - ARE
oG ERERPITBRAXATETE
DRI 919,646 BT E ML LR

BEARBRERESHZE  ENoBRER
AKARMBRAERPRBDEEE NEDHE
Al A B% (&5 526,159,373 B T EIE R B B
& &

R LAE A T f a0 U BB Step
Pacfic B2 ¥ X it THEER =T ——

Pacific Group had been completed in 2011: FIERK
Adjustments
to fair value
As of assets
previously acquired in
reported prior year As restated
AFWBEE
BES2HR A FERE BEY
HKS$ HKS$ HKS$
BIT BIT BIT
Consolidated statement of 434 B &R A=
financial position
Goodwill S 220,209,759  (78,587,170) 141,622,589
Exploration and evaluation iR K i & &=
assets 84,374,000 279,610,200 363,984,290
Deferred tax liabilities EEFRIEAE (16,649,071)  (46,093,957) (62,743,028)
Total effect on net assets HEESFENETE 287,934,778 154,929,073 442,863,851
Exchange reserve b 5 (s 18,072,409 47,197 18,119,606
Non-controlling interests FEIE AR M B 38,217,583 115,694,376 153,911,959
Share premium 1D R E 532,611,988 39,187,500 571,799,438
Total effect on equity HEmmErE 588,901,930 154,929,073 743,831,003
The Company’s statement of ZX A & Bf #& ik 2%
financial position
Investments in subsidiaries M E A FIEYIRE 328,872,776 39,187,500 368,060,276
Total effect on net assets HEEFENATE 328,872,776 39,187,500 368,060,276
Share premium 15 & B 532,611,938 39,187,500 571,799,438
Total effect on equity HiERNETE 532,611,938 39,187,500 571,799,438
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40 Possible Impact of New and Revised
Standards and Interpretations Issued
but not yet Effective for the Year Ended
31 December 2012

Up to the date of issue of the consolidated financial
statements, the HKICPA has issued a number of new and
revised standards and Interpretations which are not yet
effective for the year ended 31 December 2012 and which

40

EEMESREBEZE-F——-F5+=A4
=+ - BLEFEERHT REERTE
AIRBEBUETRNTZE

BERMGAMBHRRTIERY  FESHA
BEEM—RIBE_T——F+_HA=+—
HIEFE M ARERBERE M BERR AN
Al MEERTERI N ek - A AAREE K AR

have not been adopted in the consolidated financial

statements. These include the following which may be
relevant to the Group and the Company.

AIERER TR RS ERT R R KRBT -

Effective for
accounting periods
beginning on or after
M5B E
HERBN
SHHBER

Amendments to HKFRS 5

ERUBMEERE M ERT

Amendments to HKFRS 7 and
HKFRS 9

BB BHRELERZE TR
BB EERZE 95 2

HKFRS 9 (as revised in 2011)
BRI MEERE IR
(& —_T——F&5T)

HKFRS 10
BRMBREEAS 105
HKFRS 13

ERUHMEERE 135K

Amendments to HKAS 1
BB ERE 1R (B85

HKAS 19 (as revised in 2011)
BB HERE 195
(T ——F&FT)
HKAS 27 (as revised in 2011)
BEAGTERIE 2758
(T ——F&FT)

Amenqunts to HKAS 32 ‘
B GFTERIZE 325 2185

HK(FRIC)-Int 20

Fr (ERYBEHRE2RERE®)

—REFE 2058

3

Annual improvements to HKFRSs 2009-2011
cycle except for the amendments HKAS1

—TRNFE T —FRPNEEVBRE
BRI FEUCE (BB ERIFE 15 BRI

Disclosures — Offsetting financial assets and
financial liabilities

BE - HEemEERERARE

Mandatory effective date of HKFRS 9 and
transaction disclosures

BAP B IMEERE IR AR HIIE AR B R
BE KR

Financial instruments

ol =t

Consolidated financial statements

AT RE

Fair value measurement

AT {EEE

Presentation of items of other comprehensive
income

Hip2ERAEBWZ7

Employee benefits

EE=F

Separate financial statements

B SR

Oﬁsettirlg\financial assets and financial liabilities
RHcREERCREE

Stripping cost in the production phase
of a surface mine

BRTE IS A B P B RIBRAC AR

MOREEERAT F32012

1 January 2013
—E—=%—HF—H

1 ianuary 2013

—F—=F—H—H
1 January 2015
—T—h&—H—H

1 January 2015

—ET—hF5—H—H
1 January 2013
—2—=%—H—H
1 January 2013
—F-=%—A—H
1 July 2012
—ET——_F+H—H

1 January 2013
—E—=F—H—H

1 January 2013
—E—=%—H—H

1 January 2014
—=—mF—H—AH

1 January 2013
—E—=%—H—H
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(Expressed in Hong Kong dollars)  (LA&T3I1E)

40

188

Possible Impact of New and Revised
Standards and Interpretations Issued
but not yet Effective for the Year Ended
31 December 2012 (continued)

The Group is in the process of making an assessment of
the impact of these amendments, which are expected to
be in the period of initial application. So far it has
concluded that the adoption of them is unlikely to have a
significant impact on the Group’s or the Company’s results
of operations and financial position.
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