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FIVE-YEAR FINANCIAL SUMMARY
FFIEBRE

Year ended 31 December
BET-A=t-HL¥E

Results
Turnover
Cost of sales

Gross loss
Other revenue
Other net gains

Selling and distribution expenses

Administrative expenses
Finance costs
Other operating expenses

Loss before taxation
Taxation

Loss for the year

Attributable to:
Owners of the Company
Non-controlling interests

Loss for the year

Loss per share (cents)
Basic and diluted

Assets and liabilities
Total assets
Total liabilities

Net (liabilities)/assets

Total (deficit)/equity
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Dear Shareholders,

On behalf of the board (the “"Board”) of directors (the
“Directors”) of Ding He Mining Holdings Limited (“Ding He" or
“Company”, together with its subsidiaries, the “Group”), | am
hereby to present the Group’s annual results for the financial
year ended 31 December 2015.

FINANCIAL PERFORMANCE

Turnover of the Group for the year ended 31 December 2015
was HK$26,246,238 (2014: HK$39,678,262), a decrease of 33.9%
as compared to last year. Loss for the year and loss per share
were HK$118,384,897 (2014: HK$326,485,766) and HK$3.29
cents (2014: HK$14.27 cents) respectively.

BUSINESS

During the financial year of 2015, the nonferrous metals
industry continued to confront the difficulty of operating
environment and face downward pricing pressure. Considering
the keen competition in the magnesium mining industry and the
depressed magnesium price, the smelter plant of the Group
which situates in the States & Perak, Malaysia (the “Smelter”)
is maintaining its manufacturing operation of refining
magnesium crown for sale, instead of a full production line to
manufacture magnesium ingots. Turnover for the year was
HK$25,662,642 (2014: HK$38,730,049).

The investment plan of Victory Dragon Holdings Limited and its
subsidiary, 8 JI| 7+ 82 %% & & BR A & (Long Chuan Shen Long
Mineral Water Co. Ltd.) ("Long Chuan”) in a new production
line for sparkling water is still in abeyance due to the limited
cash resources available for the Group. The plan will go ahead
in year 2016 depending on the Group’s financial position in the
year 2015. The turnover of extraction and bottling of mineral
water was HK$583,596 (2014: HK$948,213).

On 21 July 2015, the Company and Kingston Securities Limited
(the "Placing Agent") entered into the placing agreement,
whereby the Company has conditionally agreed to place,
through the Placing Agent, on a best effort basis, of up to
612,000,000 placing shares under the general mandate to not
less than six independent third parties at the placing price of
HK$0.185 per placing share (the “Share Placement”). The
Share Placement has been completed on 7 August 2015 and
the net proceeds from the Share Placement were approximately
HK$109.9 million, which have been applied toward for the
repayment of indebtedness and the general working capital of
the Group.
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CHAIRMAN'S STATEMENT
ERWE

On 21 July 2015, the Company entered into an underwriting
agreement with Kingston Securities Limited as underwriters in
respect of an open offer of not less than 1,530,541,307 offer
shares and not more than 1,853,089,603 offer shares at the
subscription price of HK$0.1 per offer share on the basis of one
offer share for every two shares on the record date and payable
in full on acceptance. The open offer has been completed at the
date of 19 November 2015. The net proceeds from the open
offer were approximately HK$177.7 million, which have been
applied towards second cash repayment of bank loan,
repayment of matured convertible bonds and general working
capital.

OUTLOOK

On 2 March 2016, the Company and Upbest Securities Company
Limited (the “Placing Agent”) entered into a placement
agreement, whereby the Company has conditionally agreed to
place, through the Placing Agent, on a best effort basis, of up to
1,101,924,000 placing shares under the general mandate to not
less than six independent third parties at the placing price of
HK$0.1 per placing share (the “Share Placement”). Subject to
completion in the Placing, it is expected that the maximum
gross proceeds and net proceeds from the placing will be
approximately HK$110.2 million and HK$106.9 million,
respectively.

On 13 April 2016, the Company and the Placing Agent have
agreed to terminate the Placing Agreement.

Currently, Directors are using best effort to further negotiate
with creditors to restructure the repayment terms and revise
the redemption terms. We shall continue to monitor the
development and inform the shareholders of the Company in
due courses.

After arm’s length negotiations with Bank Rakyat, CVMSB
subsequently received a letter from Bank Rakyat dated 19 April
2016 confirming that the settlement date of the balance
outstanding of RM45.0 million should be on or before 30 June
2016 and in the event that there would be non-compliance on
the condition, an event of default is deemed to have occurred
and Bank Rakyat reserves all its rights in fact or in law.
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At the same time, the Group actively expands the extraction
and bottled mineral water business. On 23 March 2016, Long
Chuan entered into a non-legally binding memorandum of
understanding (the "MOU") with Yihua Department Store
Limited (the "Customer”) to which (i) Long Chuan shall supply
bottled mineral water to the Customer under a brand to be
jointly agreed by Long Chuan and the Customer; (ii) the
Customer shall conduct due diligence on Long Chuan and the
products; and (iii) the Customer intends to purchase not less
than one million boxes of mineral water from Long Chuan in
year 2016 with an initial order of 100,000 boxes subject to the
entering into of agreement.

The pace of development of the Company will not stop because
of the obstacle we encountered at the beginning of the mineral
water business expansion plan. On 7 April 2016, the Company
entered into a non-legally binding MOU with AA Minerals S.A.
(the “Supplier”), pursuant to which the Supplier intends to sell
and the Company intends to purchase gold concentrate mineral
ores from Peru and the parties will negotiate to enter into long-
term supply contract to supply gold concentrate mineral ores to
the Group. Also, the Group has entered into a sales and
purchase non-legal binding MOU with a new customer,
pursuant to which the Customer intends to buy and the
Company intends to sell gold concentrate mineral ores from
Peru, and the Company will negotiate the MOU into a year
length contract.

Last but not least, the Group is ever ready to look into the
potential ventures for its long term growth plans when there is
an opportunity to venture into profitable growth areas.

APPRECIATION

I ' would like to take this opportunity to express my heartfelt
gratitude to my fellow Directors, our staff and stakeholders for
their continuous contributions to the Group.

Du Jian Jun
Chairman and Executive Director
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN TN

Ding He Mining Holdings Limited ("“Ding He" or the “Company”,
together with its subsidiaries, the "Group”) operates in the
State of Perak, Malaysia through its wholly owned subsidiary
CVM Magnesium Sdn. Bhd. ("CVMSB") which is the first primary
magnesium producer in South East Asia. The Group is also
engaged in the extraction and bottling of mineral water in the
People’s Republic of China (the “PRC") and the exploration of
iron ore, coal and manganese in the Republic of Indonesia
(“Indonesia”).

REVIEW ON EXPLORATION, DEVELOPMENT
AND MINING PRODUCTION ACTIVITIES
Business Review

2015 was another difficult year for the Group. Plagued by the
worldwide economy downturn and persistent keen competition
in the magnesium market, together with the uncertainties in our
subsidiary’s lingering legal proceedings in Indonesia and the
shortage of cash resources, the Group experienced difficulty in
exploring new business opportunities.

For the year ended 31 December 2015, the Group’s reportable
business segments were (i) the mining of dolomite and
manufacture of magnesium ingots; (i) extraction and bottling of
mineral water; and (iii) exploration for iron ore, coal and
manganese.

Mining of Dolomite and Manufacture of
Magnesium Ingots

Following the trend in 2014, the slowdown of the world
economy and the depressed price for magnesium continued in
the year of 2015. In the face of the challenges of keen
competition from other manufacturers and the cost-
effectiveness of the operation, the smelter plant of the Group
which situates in the State of Perak, Malaysia (the “Smelter”)
maintained its manufacturing operation of refining magnesium
crown for sale, instead of a full production line to manufacture
magnesium ingots.

The revenue generated by this business segment for the year
ended 31 December 2015 recorded a decrease of
approximately 33.7% to approximately HK$25,663,000,
compared to the year ended 31 December 2014 of
approximately HK$38,730,000.

Extraction of dolomite from the dolomite quarry has been
halted since 2012. There was no dolomite extracted from the
dolomite quarry for the year ended 31 December 2015 (2014
nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

In light of a "Report and Valuation of the Malaysia Land and
Factory Plant” issued by Raine & Horne to Bank Kerjasama
Rakyat Malaysia Berhad (“Bank Rakyat”) (the “Report”) dated
29 September 2014, the market value of the property, plant and
equipment and interests in leasehold land held for own use
under operating lease was approximately RM85.0 million
(equivalent to approximately HK$153.3 million). In addition,
according to the Valuation and Property Services Department
(JPPH), during the year to the end of third quarter of 2015, the
nationwide house price index rose by 5.43%, down from an
annual rise of 7.88% in the previous year in Malaysia. In this
regard, on 29 March 2016, the Directors considered following
valuation decision on the Smelter for the year ended 31
December 2015: (i) the Report is the last most available detailed
valuation report on market price performed by an independent
professional, which can give reference for valuation; (i) there
were no significant changes since the Report was issued in
terms of the company and property market in Malaysia. The
Directors have already examined the Report and current
property market information issued by JPPH and found no
significant deterioration as compared to that of last year. The
Directors will order a comparable market value valuation report
and such report will be available before the Interim Financial
Statements of 2016.

Extraction and Bottling of Mineral Water

In 2012, the Group acquired the controlling interests in
Victory Dragon Holdings Limited and its subsidiary, &)1 F+8e8E
& A PR A 7] (Long Chuan Shen Long Mineral Water Co. Ltd.)
(“Long Chuan”). Long Chuan is engaged in the manufacturing,
sale and distribution of bottled mineral water in the PRC which
obtained the mining permit and water permit of the Longchuan
Spring water (“Longchuan Spring") located at Longmu Town,
Longchuan County, Guangdong Province, PRC, covering an
aggregate mining area of approximately 0.3956km?. Long Chuan
is currently branding and marketing bottled mineral water in
PRC under the brand name Jenbo.

During the year of 2015, the investment plan of Long Chuan in a
new production line for sparkling water was still in abeyance
due to the limited cash resources available for the Group.

BEBNWNR TN
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN TN

In view thereof, the postponement of production line
automation and new product line operation had hindered the
sales generated by this business segment. In this regard, the
Company is negotiating with certain convenient stores, fuel
stations and supermarkets in PRC for the distribution of our
bottled mineral water.

The revenue generated by this business segment for the year
ended 31 December 2015 recorded a decrease of
approximately 38.9% to approximately HK$580,000, compared
to the year ended 31 December 2014 of approximately
HK$950,000.

At 31 December 2015, the management performed a regular
review and noted that the financial performance of Long Chuan
for the year ended 31 December 2015 was similar to that during
the same period of last financial year. The Directors have
already examined the discounted cash flow from Long Chuan
and found no significant deterioration as compared to that of
last year.

Exploration for Iron Ore, Coal and Manganese

The current investment of the Company in Indonesia is the
exploration of manganese resources in Yogyakarta Province
under the non-wholly owned subsidiary, PT. Laksbang
Mediatama (“PTLM").

The operation of PTLM (including the exploration project) has
been suspended since 2012 due to the conflicts between the
directors and legal representative of PTLM. In order to reinstate
its operation and exploration activities, PTLM had applied to the
Court in Yogyakarta for court ruling on the appointment of re-
nominated directors and replacement of legal representative. In
accordance with the legal opinion dated 15 March 2015
obtained from the lawyer of PTLM in Indonesia, the court has
granted judgment on 19 November 2014 principally to stipulate
PTLM to organise an extraordinary general meeting properly.
PTLM is in the process of (i) identifying a legal firm to organise
the extraordinary general meeting in accordance with the
Indonesian laws and (i) identifying suitable candidates with the
appropriate experience and qualification to fill the vacancies as
the legal representative and directors.
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MANAGEMENT DISCUSSION AND ANALYSIS

As a result of the postponement of the third hearing and
additional time is required to identify suitable candidates to fill
the vacancies, the potential revenue generating from PTLM was
further delayed whereas the estimated future cash inflow
derived from the exploration activities of PTLM was deferred.
The Directors have already examined the discounted cash flow
from the exploration activities of PTLM and recorded an
impairment loss recognised in the consolidated statement of
profit or loss for the year ended 31 December 2015 is
approximately HK$3,740,000 (2014: approximately
HK$41,870,000). Therefore, the Directors considered that the
book value is close to the fair value of the assets.

Estimated Proved Reserves

The updated mineral reserves of the Group as at 31 December
2015 and 2014 were as follows:

Location

Minerals

Dolomite Lots: HS (D) 13756, PT 13404
HEAR and HS (D) 13757, PT 13405
Mukim: Sungai Siput
District: Kuala Kangsar
State: Perak
Country: Malaysia
HER HS (D) 13756, PT 13404
X HS (D) 13757, PT 13405
[ 15 : sungai Siput
[ : Kuala Kangsar
A EEM
Bl : B D

Total area

13 hectares

TR WD

HRFZARBECHIREINGRANESEARE
MR E—SHEEPTIMATEARERERA - AL
HEPTLIMA BRI EBFAEENBET RKRERA - &
ZEEEPTIIMM R EBHNERRRERELHFR
HE-Z-AF+-A=1+—-BILFENREERE
R AT iE R B R EE 18 /249 3,740,000 78 7T (ZZ — U 4F -
#141,870,000787C) - Atk - EFRAEEMREER
NFERE °

fhEtRARE
AEEAR_F-RER-_FT-WE+_A=+—-82
BEFEEHMOT

Reserves
identified

by JORC standard
(metric tonnes)
as at

31 December
2014 proved
—ZE—MF
t=A=+—H
JORC #3 Bl 3% 31
Z#E

(AWE) (#REH)

Reserves
identified

by JORC standard
(metric tonnes)
as at

31 December
2015 proved
—=2—1F
+t=A=+-—-~H
JORC # Bl & 5l
Z#E

(AWE) (#REH)

19,9700 19,9700

13 R
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MANAGEMENT DISCUSSION AND ANALYSIS
BERE W& D

Reserves Reserves
identified identified

by JORC standard by JORC standard
(metric tonnes) (metric tonnes)

as at as at
31 December 31 December
Minerals Location Total area 2015 proved 2014 proved
—E—hF —E—OF
+=HA=+—H +=HA=+—8H
JORC # 38 51 JORC #2 Al 5l
ZRE ZRE
BEE (AWE) ($REH) (M) ($REA)
Manganese®  Village: Jatimulyo 195 hectares Exploration Exploration
ih @ Subdistrict: - Girimulyo 19528 activities activities
Regency:  Kulon Progo suspended suspended
Province:  Daerah Istimewa Yogyakarta BiFIEBEEE BiFIEEEREE
country: Indonesia
it Jatimulyo
bl Girimulyo
% Kulon Progo
& - Daerah Istimewa Yogyakarta
HR : ENfE
Notes: B

(1) The average % of Magnesium Oxide (“MgO0") and Magnesium (“Mg") are (1) A8 (TMgO ) it (IMg)) TG FHE S LT

as follows:

South Hill Above Ground Below Ground (30 metres depth)
[N ;0 #h T (30 K3R)

Average % of MgO 19.17% 18.59%

MgO P& FaE At

Average % of Mg 11.50% 11.15%

Mg R FIaE S L

North Hill Above Ground Below Ground (30 metres depth)
de ;i 1T (30KF)

Average % of MgO 20.06% 19.10%

MgO FriEFaE At

Average % of Mg 12.04% 11.46%

MgFTE T E D

) For the year end 31 December 2015 and up to the date of this report, the ) HE-Z-—AF+-A=T—BIEFEREZEAREAH - ©
operations in Yogyakarta, Indonesia, had been hampered due to the failure ENfEYogyakartas 2 S5 A AR 4% PTLMV AR 3% i 52 2 PEEEE ©
to contact the legal representative of PTLM.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Turnover

For the year ended 31 December 2015, the Group's audited
consolidated turnover decreased by 33.9% to HK$26,246,238
(2014: HK$39,678,262) as compared to last year. Turnover
attributable to (i) mining of dolomite and manufacture of
magnesium ingots; (ii) exploration for iron ore, coal and
manganese; and (iii) extraction and bottling of mineral water
were 97.8%, 0% and 2.2% respectively (2014: 97.6%, 0% and
2.4% respectively).

During the year, the Group recorded a decrease of turnover by
33.7% to HK$25,662,642 (2014: HK$38,730,049) on sales of
mining of dolomite and manufacture of magnesium ingots as
compared to that of 2014 mainly due to that in face of the
challenges of keen competition from other manufacturers and
cost-effectiveness of operations.

In addition, the limited cash resources to market the bottled
mineral water affected the performance of the segment of
extraction and bottling of mineral water. Accordingly, sales of
bottled mineral water fell 38.5% to HK$583,596 (2014:
HK$948,213).

Cost of sales

Cost of sales of the Group for the year ended 31 December
2015 amounted to HK$42,482,963 (2014: HK$60,591,754) which
mainly includes staff costs, manufacturing overhead,
depreciation and amortisation and write off of inventories. The
decrease in the cost of sales is mainly due to the decrease in
production activities throughout the financial year.

Finance costs

The financial costs of the Group for the year mainly consisted of
effective interest and default interest of HK$20,667,905 (2014
HK$19,467,369) for convertible bonds issued by the Company
and interest on bank loans HK$21,813,102 (2014:
HK$30,402,027).

BEBNWNR TN

B35 [

HE-Z-—AFT_A=Z1+—HLEEFE AEBMIK
EIXIF A EERBEREF D 33.9%E 26,246,238 (=
T —PO4F : 39,678,262 L) c FEIE(VARBEARE
B (VB FEEES - BRE R RERE
FKZEEBEDRNBEI7.8% « 0% N 2.2% (- T —PO4F :
DRI E97.6% ~ 0% 2 2.4%) -

RER AEBRARAZAREESERESNHEE
BB A F RBP4 33.7% E 25,662,642 T ( —F
—PO4F : 38,730,049 7T) - DEBHNEE M iE
FRIHERUS F RS ER A e S Pk -

SN - EEIMER R K2R EREMFEIRMRE
MERKDEZRIR - At - HEREBR AR
38.5% % 583,596 B 70 (—Z — VU4 : 948,213/ 7T) °

HERAR

HE-Z—AFT-_A=Z+—HILEEE  AEEHE
FXZN 42,482,963 70 (=& — U4 : 60,591,754 7T)
FEEREEIRA - £EEBR MEREHURESE
sl o HERARL EZAREETIHNEETBF
EBFTR LT -

A& KA
REBRFRZBERAREBEBIFARAAIFTEITA
REH 7 BEF B kiR F E20,667905EFT(ZF
— PO : 19,467,369 7% 1) M ARTTE 3K F 221,813,102
BT (ZZ— U4 : 30,402,027 BTL) ©
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN TN

Other operating expenses

During the year ended 31 December 2015, other operating
expenses of the Group was HK$13,886,428 (2014:
HK$243,810,022), comprised wholly the impairment losses on
exploration and evaluation assets ("E&E Assets”) of
HK$3,736,391 (2014: HK$108,208,053), impairment on other
receivable and prepayments was HK$3,000,000 (2014
HK$1,767,649), no impairment on interests in leasehold land
held for own use under operating leases was recorded (2014
HK$2,858,305) and no impairment on property, plant and
equipment (“PPE") was recorded (2014: HK$130,976,015).

During the year ended 31 December 2015, raw material and
finished goods and property, plant and equipment of
HK$2,199,487 (2014: HKS$NIl) and HK$4,950,550 (2014: HKS$Nil)
were written off, respectively.

Loss before taxation

For the year ended 31 December 2015, the Group incurred a
loss before taxation of HK$118,950,160 (2014: HK$349,837,025)
mainly resulting from the charging of finance costs of
HK$45,492,651 (2014: HK50,952,015), staff costs of
HK$9,488,466 (2014: HK$9,238,703) and impairment losses and
write-offs of HK$13,886,428 (2014: HK$243,810,022).

Loss per Share

The loss per share for the financial year ended 31 December
2015 decreased substantially to HK$3.29 cents (2014: HK$14.27
cents) as the loss attributable to owners of the Company
dropped 60.3% to HK$110,997,358 (2014: HK$279,819,910).

14 DING HE MINING HOLDINGS LIMITED S HMiE%iZRERA =

HKEm
HE-_Z—AF+-_A=+—BLEFE AEEZH
fh 48 & B9 X 513,886,428 L( — T — Y ¢
243,810,022 7T) - BEMHEETEEE ((HFEKRT
EEE ] MERE37363ME (=T —MF:
108,208,053 78 7T ) ~ H b fE W 5K 1H K& B R IE RLE
3,000,000 70 (= Z — P4 : 1,767,649 70) ~ &€&
EBETHEEREE L RETESESRE(ZE—H
G :2,8583058 ) MW BEREE(WE - &
ER®RE]) W ESFERE(-Z MU : 130,976,015
PEIL) ©

BE"ZT-—AF+t-_A=1T—HLFE RHELREKX
02,199,487 L (ZZE—M4F : TEIT)AKLDE - W
5 X3 44,950,550 8 7L (—F — U4 - T8 IT) DMl
i o

BRI ATE R

HE-ZT—AFT-_A=1+—HLEEFE AE@MESE
B B A1 B 118,950,160 ;w( — & — g F:
349,837,025 7T) + £ Z RN E A B E R A 45,492,651
BIL(ZZ — W4 509520158 L) B TR K
9,488,466 7 7T (—Z — U4 : 9,238,703 7T ) LA MR {E
&5 18 R 84 13,886,428 7 T (= Z — U 4F : 243,810,022
IC) FTEL ©

BREBMER

R AR B %A A FE(E EBIR 2 60.3% = 110,997,358
BL(ZZE—F 2798199108 7L) ' thEiz - &
—HF+Z A=+ B UEMBRFEZEREBXER
DEI29BW(ZF—MF  14.278(L) °



MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL POSITION

The Group funded its liquidity and capital requirements primarily
through cash inflows from operating activities and fund raising
activities.

Capital Raising Exercises

On 21 July 2015, the Company and Kingston Securities Limited
(the "Placing Agent") entered into a placing agreement,
whereby the Company has conditionally agreed to place,
through the Placing Agent, on a best effort basis, of up to
612,000,000 placing shares under the general mandate to not
less than six independent third parties at the placing price of
HK$0.185 per placing share (the “Share Placement”). The
Share Placement was completed on 7 August 2015 and the net
proceeds from the Share Placement were approximately
HK$109.9 million, which have been applied toward for the
repayment of indebtedness and the general working capital of
the Group.

During the period from 7 August 2015, being the date of
completion of the Share Placement, to 31 March 2016, the
Group has applied the net proceeds from the Share Placement
as follows:

Repayment of short term third parties loans and
bank loan with interest
Repayment of convertible bonds with interest
Working capital and other general
corporate purposes

Total &5t

BN SRR ES
LEESNEM-REERE

TR WD

B AR R
AEBIERBCLEDRLAAREEEDENE
RBELREREL -

KEES

RZZB-—AFEtA-+—H KARESMNEESE
RAR((EERE]D I EERHSE  Eit - ARAH
FHFRERE - REE  EBEEREZIATIR
NEBIUE =TT ELE &% 612,000,000 B AL & AL -
ECER M 2 EEEBR01SSETL([ROEE ) - i
RER—_Z-—RAFN\ALATK TROHESSEEMN
1S FRIBFREAD /2 109,900,0008 7T - B AIEEREER
TEE-REEES -

RZZE-—RFNALHAIRNEETKBEH) E-F
—RFZA=+—RH M AEEREROEEMRS
FIRFFEREAT A -

Amount
utilised
28 H

ot |
HK$°000
FE&xT

EBRESAE=FTERMTERITER

48,100
34,000

27,800

109,900
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MANAGEMENT DISCUSSION AND ANALYSIS

BERE W& D

On 21 July 2015, the Company entered into an underwriting
agreement with Kingston Securities Limited (as underwriter) in
respect of an open offer of not less than 1,530,541,307 offer
shares and not more than 1,853,089,603 offer shares at the
subscription price of HK$0.1 per offer share on the basis of one
offer share for every two shares on the record date and payable
in full on acceptance. The open offer was completed on 19
November 2015. The net proceeds from the Open Offer were
approximately HK$177.7 million, which have been applied
towards second cash repayment of bank loan, repayment of
matured convertible bonds and general working capital.

During the period from 19 November 2015, being the date of
completion of the Open Offer, to 31 March 2016, the Group has
applied the net proceeds from the Open Offer as follows:

Repayment of second bank loans with interest 1
Repayment of convertible bonds with interest s
pog
=

Working capital and other general corporate purposes

Total &5t

Bank Loans — Secured
As at 31 December 2015, the Company had secured bank loans
of HK$260,423,032 (2014: HK$381,392,173).

The secured bank loans as at 31 December 2015 were interest
bearing at 8.85% p.a. (2014: 8.6% p.a.). These bank loans were
restructured on 25 July 2011 by 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$1,586,032) with effect from August
2011 to December 2013 and increasing to RM4,200,000
(equivalent to HK$9,942,287) from January 2014 to the second
last repayment of the loans in 2018.

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 was 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.
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75’\ —hFtA-+—B ARFHESNEESFE
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Amount
utilised
EEASE
HK$'000
F&T
EBE R BRITER 104,800
B &S 50,600
@ﬁé&ﬁ’rﬁz MR R 22,300
177,700

BHRFHITER
RZZE—RF+A=+—H AEEMNFEMET
B E260,423,0327%8 0 (ZF — M4 : 381,392,1737%

JC) °

RIZE—RAFTA=+—HANARFRITERZF
7FJ1885%(_§ PO4E : FERIR8.6%) 5B ° IR

B3N —F——Ft A=+ BfABank Rakyati# 1T
E%ﬂ BEEERTERGZE  AEEBER T ——

FNAEZ—=F+_AFA2HEEBRITER
670,000 55 % (#8% 71,586,032 ) » Wl —F — M
FoAZE_E- ) \FHNREF_HEFRzBESR

4,200,000 5% (FHE 129,942,287 L) ©

AEEERTRE (HYERET LNERLTHENER
RE)HAIESESRITEE - WAKEERZSHLH -
BIEREREEEIRAMNEE - XEEZERCYMSBE
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MANAGEMENT DISCUSSION AND ANALYSIS

During the year ended 31 December 2013, the Group defaulted
on the repayments of bank loans since November 2013 and
breached one of the covenants of the banking facilities. Upon
discovery of the breach, the directors of the Company
commenced a negotiation of the terms of the loans with Bank
Rakyat. These negotiations were concluded on 24 February
2014 whereby Bank Rakyat agreed to extend a one year grace
period without executing legal proceedings against the
Company and CVMSB until 31 December 2014. CVMSB is
required to repay monthly instalment of RM670,000 (equivalent
to HK$1,586,032) for the year ended 31 December 2014.

On 15 December 2014, the Group has accepted the
restructuring proposal discussed and offered by Bank Rakyat in
respect of the outstanding loans owing by CVMSB (the
“Proposal”). Pursuant to the Proposal, the full and final
settlement sum by CVMSB shall be reduced to RM113,040,000
(equivalent to approximately HK$258,850,469) which is
repayable to Bank Rakyat on or before 30 June 2015, in which (i)
an amount of RM4,020,000 (equivalent to approximately
HK$9,205,404) must be settled to Bank Rakyat on or before 31
December 2014; (ii) a monthly sum of RM200,000 (equivalent to
approximately HK$457,980) shall be repayable to Bank Rakyat
on the last day of each calendar month commencing from
January 2015 to June 2015 and the final instalment of
RM2,820,000 (equivalent to approximately HK$6,457,522) will be
paid as bullet payment latest by 30 June 2015; and (iii) a full and
final settlement sum of RM105,000,000 (equivalent to
approximately HK$240,439,661) be repayable by CVYMSB to Bank
Rakyat on 30 June 2015.

During the year ended 31 December 2014 and due to continued
negative cashflows, the Group defaulted on the repayments of
bank loans of RM4,020,000 (equivalent to approximately
HK$9,205,404) and breached one of the covenants of the
banking facilities. Upon discovery of the breach, the directors of
the Company commenced a negotiation of the terms of the
loans with Bank Rakyat. These negotiations were concluded on
12 January 2015, whereby Bank Rakyat has agreed to defer the
repayment by CVMSB of the bank loan amounting at
RM4,020,000 (equivalent to approximately HK$9,205,404) to 16
January 2015, which was originally repayable on or before 31
December 2014. According to Bank Raykat, such deferral is final
and Bank Raykat shall not allow any further delay and/or failure
on the part of CVMSB to meet its payment obligation. However,
the bank loan of RM4,020,000 (equivalent to approximately
HK$9,205,404) was defaulted again and not yet repaid up to
March 2015.
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REBEE-Z—Z=ZF+_AZ=Z+—BLFE AEEH
T =Ft+t—ARKEEERTERRERASP—
MIRITRVE 2256 - BB HENE - RAREEHK
HiBank RakyatE I B R A IER - LEEBERN =T
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R-ZE—MFE+_-A+RHHB KEBD&LE I Bank
Rakyat 3t CVMSB & R IR B EEF T RIZH A E
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN TN

On 17 March 2015, the Company received a letter issued by
Bank Rakyat indicating that the continued failure to fulfil the
repayment obligations as set out in the Proposal constituted a
breach of terms and therefore the above Proposal was
terminated and/or allowed to be terminated. Accordingly, the
total amount owed and repayable to Bank Rakyat was restored
to RM203,141,864 (equivalent to approximately HK$465,174,866)
as at 28 February 2015 (the “Outstanding Loan”), which was
required to be settled within 14 days from the date of that
letter. According to Bank Rakayt, legal actions would be
commenced against CVMSB including all its corporate
guarantors if CVMSB failed, neglected or refused to settle the
Outstanding Loan within the given period.

On 26 June 2015, the Group further accepted the latest
restructuring proposal offered by Bank Rakyat, pursuant to
which the total amount owed and repayable to Bank Rakyat by
CVMSB agreed to be reduced to RM113,040,000 (equivalent to
approximately HK$203,932,888) by means of cash settlement of
RM68,040,000 (equivalent to approximately HK$122,749,414)
and redemption of charged properties for RM45,000,000
(equivalent to approximately HK$81,183,475). The first cash
repayment of RM11,300,000 (equivalent to approximately
HK$20,386,073) was settled by the Group on 2 July 2015 (ie.
within 7 working days from 26 June 2015) and the remaining
balance of RM56,740,000 (equivalent to approximately
HK$102,363,341) was settled by the Group on 30 November
2015 as per the extended settlement deadline. Upon full
repayment of the cash settlements to Bank Rakyat, CVMSB is
entitled to redeem the charged properties for RM45,000,000
(equivalent to approximately HK$81,183,475). The redemption
shall take place within six months from 26 June 2015 and at the
discretion of Bank Rakyat, extend for further six months if there
is a proof of sale provided by CVMSB. An additional charge
calculated at a rate of 3.85% per annum shall be imposed on
the outstanding balance of RM45,000,000 (equivalent to
approximately HK$81,183,475) after full repayment of the above
mentioned cash settlement and until the full redemption
payment of the charged properties. On 26 November 2015,
Bank Rakyat issued a letter to CYMSB informing CVMSB that
Bank Rakyat has agreed to extend the redemption until 30 June
2016. Accordingly, from January 2016 onwards, CVMSB is
required to pay a monthly charge of RM144,375 (equivalent to
approximately HK$260,464) to Bank Rakyat until full settlement
of the redemption payment for the redemption. On 31 March
2016, the company issued a letter to Bank Rakyut for applying
an extension of the submission deadline of the proof of sale to
after 31 March 2016. Any breach of the above mentioned terms
and conditions shall constitute an event of default and this
revised restructuring proposal shall be terminated and Bank
Rakyat has the right to proceed with legal actions against
CVMSB and the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

Convertible Bonds
As at 31 December 2015, convertible bonds of the Company
was HK$29,000,000 (2014: HK$94,278,123).

During the year ended 31 December 2015, a principal amount
of HK$29,000,000 in the convertible bonds matured.

As at 31 December 2015, all the matured bonds (“Matured
Bonds") were defaulted and due for repayments. The directors
of the Company represented that (i) the Company is currently in
the course of arm’s length negotiations with the holders of the
Matured Bonds in relation to the Proposed Alteration; (ii) as
negotiated with the holders of the Matured Bonds, they verbally
agreed not to redeem the Matured Bonds until the Proposed
Alteration is confirmed; and (iii) the interest on the Matured
Bonds will continue to be payable by the Company until the
date of redemption pursuant to the terms of the Matured
Bonds. As at the date of this report, the Proposed Alteration of
the Matured Bonds have not been fixed and confirmed yet.

Liquidity and Financial Resources

As at 31 December 2015, net current liabilities of the Group
stood at HK$314,988,278 (2014: HK$577,355,794). Included in
current liabilities were secured bank loans and finance lease
creditors of HK$260,597,846 (2014: HK$381,707,629). The bank
loans from Bank Rakyat bear an interest rate of 8.85% per
annum as at 31 December 2015 (2014: 8.6% per annum). The
Group had negative gearing ratio (which is calculated on the
basis of total finance leases, borrowings from Bank Rakyat,
convertible bonds and unsecured loans from third parties over
total deficit attributable to owners of the Company) of
approximately 3.11 times (2014: 1.56 times) as at 31 December
2014 due to the substantial increase in total equity by way of
loan capitalisation and placing of new shares under general
mandate during the year.

The Group's pledged deposits, bank and cash balances as at 31
December 2015 was HK$11,964,081 (2014: HK$381,670). The
Group’s prepayments, deposits and other receivables amounted
to HK$3,647,537 (2014 HK$1,567,332).
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MANAGEMENT DISCUSSION AND ANALYSIS
BEBFNWN TN

The Directors have taken and/or will take the following actions
to mitigate the liquidity issues faced by the Group:

(iif)

(iv)

20

The Directors review the Group's cash position regularly;

the Company announced on 2 March 2016 that the
Company had entered into a placing agreement with a
placing agent, pursuant to which the Company agreed to
place up to 1,101,924,000 placing shares to not less than
six independent third parties of the Group at HK$0.10 per
placing share. The maximum net proceeds arising from
the share placing are estimated to be approximately
HK$106.9 million. On 23 March 2016, the Company
entered into a supplemental placing agreement with the
placing agent, both agreed that the number of placees
can be less than six. Up to the approval date of the
consolidated financial statements, the share placing is still
conditional upon fulfilment of the conditions set out in the
placing agreements and the Company’s announcements
dated 2 March 2016 and 23 March 2016;

upon the Group fulfilled all the terms and conditions in the
restructuring proposal as offered by Bank Rakyat on 26
June 2015, the total amount of bank loans owed and
repayable to Bank Rakyat will be reduced to RM113.0
million (equivalent to approximately HK$203.9 million),
representing loans reduction amounting to approximately
RM95.0 million (equivalent to approximately HK$171.4
million). The first cash repayment of RM11.3 million
(equivalent to approximately HK$25.9 million) was settled
by the Group on 2 July 2015. The second cash repayment
of RM56.7 million (equivalent to approximately HK$103.4
million) was settled by the Group on 30 November 2015.
Under the restructuring proposal, the total amount of
bank loans owed and repayable to Bank Rakyat will be
RM45.0 million (equivalent to approximately HK$81.2
million),

to mitigate the risk of potential litigations, the Group is
using their best efforts to (i) arrange to continue to pay
the overdue interest to the bondholders in due course
and (ii) further re-negotiate with bondholders for the
extension of maturity dates and proposed alteration of
terms of these convertible bonds; and

the Group is seeking investors or strategic partners for the

Group's projects in Hong Kong, the PRC and the rest of
the world.
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital expenditure

The carrying amount of the Group’s property, plant and
equipment, and interests in leasehold land held for own use
under operating leases as at 31 December 2015 had decreased
by 25.8% and 42.4% respectively to HK$177,870,889 and
HK$3,173,431 respectively (2014: HK$239,763,035 and
HK$5,508,271 respectively) mainly due to annual depreciation
charge.

Charge on Assets
The bank loans are granted to the Group’s wholly owned
subsidiary, CYMSB, and secured by way of:

(iv)

(Vi)

(vii)

(viii)

(ix)

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

assignment of trade receivables;

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

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's rights, benefits and interest
under insurance undertaken by CVMSB as part of its
operations for the Project;

an assignment over the existing revenue accounts
maintained at HSBC Amanah Malaysia Berhad 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;

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

an assignment over the insurance policies of the retorts
of CVMSB; and

corporate guarantee by Ding He Mining Holdings Limited.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN TN

Share Capital
As at 31 December 2015, the share capital of the Company was
HK$1,367,875,301 (as at 31 December 2014: HK$989,710,234).

On 30 July 2014, 321,636,000 ordinary shares were issued by
placing at HK$0.15 each for cash consideration of
HK$48,245,400, net of expenses incurred.

On 14 August 2014, an aggregate of 565,631,172 ordinary
shares and an aggregate of 565,631,177 convertible preference
shares ("CPS") each were issued at a price of HK$0.16 and
HK$0.16 each respectively in respect of the Loan Capitalisation.

On 10 April 2015, the Company’s CPS with principal value of
HK$90,500,988 were converted into 565,631,177 ordinary
shares of the Company at a conversion price of approximately
HK$0.16 per ordinary share. Accordingly, an aggregate amount
of HK$90,500,988 was released from convertible preference
shares reserve, and was credited to share capital account.

On 7 August 2015, 612,000,000 ordinary shares were issued by
placing at HK$0.185 each for cash consideration of
HK$109,935,500, net of expenses incurred.

On 19 November 2015, 1,836,541,307 ordinary shares were
issued by open offer at HK$0.10 each for cash consideration of
HK$177,728,579, net of expenses incurred.

Human Resources

As at 31 December 2015, the Group had a total of approximately
80 employees (31 December 2014: 80 employees). Total staff
costs (including Directors’ remuneration) for the year ended 31
December 2015 were HK$9,488,466 (2014: HK$9,238,703)
representing approximately 11.1% (2014: 8.7%) of the Group’s
total cost of sales, selling and administrative expenses.
Employees are remunerated based on their performance,
experience and industry practice. Bonuses are rewarded based
on individual staff performance and in accordance with the
Group's overall remuneration policies. The Group's
management review the remuneration policies and packages
on a regular basis.
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MANAGEMENT DISCUSSION AND ANALYSIS

Contingent Liabilities

As at 31 December 2015, the Company has issued a corporate
guarantee totaling RM850,000 (equivalent to approximately
HK$1,533,000) (2014: RM850,000 (equivalent to approximately
HK$1,887,000) to a supplier in respect of the purchase of
liquefied petroleum gas made by CVMSB.

As at 31 December 2015, the Company has issued corporate
guarantees totaling RM133,004 (equivalent to approximately
HK$240,000) (2014: RM133,004 (equivalent to approximately
HK$300,000)) for finance lease creditors in respect of the
purchase of motor vehicles and equipment by CVMSB.

As at 31 March 2016, CVMSB has not yet settled the outstanding
loans from Bank Rakyat. Bank Rakyat has the right to
commence litigation against CYMSB and its corporate
guarantors (i.e. the Company) to recover the loans. The
Company and CVMSB are using their best effort with an
intention to further negotiate with Bank Rakyat to restructure
the repayment term. It is expected that in the event a proposal
cannot be reached between CVMSB and Bank Rakyat, there
would be material adverse impact on the financial position of
the Group as a whole.

The non-redemption of the matured convertible bonds by the
Company when they fall due and payable at its principal amount
constituted an event of default. Pursuant to the terms of the
subscription agreements of the convertible bonds, the holders
of the convertible bonds have the right to serve a notice on the
Company at any time after the convertible bonds have become
payable and may (without any further notice) institute such
proceedings as they may think fit to enforce the repayment of
the monies due.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN TN

PROSPECTS

The year 2015 was a year of challenges. Considering the current
situation of the Group and the uncertainties in the economy,
the Directors determined to mitigate the liquidity issues faced
by the Group and impose more stringent cost control strategy
and simultaneously, broaden sources of our income.

To mitigate the liquidity issues, upon the Group having fulfilled
all the terms and conditions in the latest restructuring proposal
as offered by Bank Rakyat on 26 June 2015, the total amount of
bank loans owed and repayable to Bank Rakyat will be reduced
to RM113.0 million (equivalent to approximately HK$203.9
million), representing loans reduction amounting to
approximately RM95.0 million (equivalent to approximately
HK$171.4 million). The first cash repayment of RM11.3 million
(equivalent to approximately HK$25.9 million) was settled by the
Group on 2 July 2015. The second cash repayment of RM56.7
million (equivalent to approximately HK$103.4 million) was
settled by the Group on 30 November 2015. Under the latest
restructuring proposal, the total amount of bank loans owed
and repayable to Bank Rakyat will be RM45.0 million (equivalent
to approximately HK$81.2 million) compared to the secured
bank loans of RM144.4 million (equivalent to approximately
HK$260.4 million) in the facilities agreement as at 31 December
2015.

To impose more stringent cost control strategy and
simultaneously broaden the sources of our income, on 23
March 2016, Long Chuan entered into a non-legally binding
memorandum of understanding (the "MOU") with (Yihua
Department Store Limited) (the “Customer”) to which (i) Long
Chuan shall supply bottled mineral water to the Customer
under a brand to be jointly agreed by Long Chuan and the
Customer; (i) the Customer shall conduct due diligence on Long
Chuan and the products; and (iii) the Customer intends to
purchase not less than one million boxes of mineral water from
Long Chuan in year 2016 with an initial order of 100,000 boxes
subject to the entering into of an agreement after arm’s length
negotiations (the “Possible Transaction”). For the avoidance
of doubt, the MOU only represents a preliminary intention of
the parties and does not create legal binding obligations on the
parties on the Possible Transaction.
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MANAGEMENT DISCUSSION AND ANALYSIS

Given that the consumption of bottled mineral water recorded
continuous growth in the past years in the PRC market, we shall
shift our marketing strategy by engaging and marketing our
bottled water with sizeable chain stores or supermarkets in
2016. In this regard, we look forward to capturing a larger share
of PRCs domestic mineral water consumer market in the
coming financial year by intensifying our marketing activities to
increase our brand awareness. With demand growth outpacing
supply, the mineral water industry cycle should remain on an
upward trend over the next few years.

EVENTS AFTER THE REPORTING PERIOD
Termination of Placing of New Shares Under
General Mandate

On 13 April 2016, the Company and the Placing Agent have
agreed to terminate the Placing Agreement dated 2 March 2016
(as supplemented by the Supplemental Placing Agreement
dated 23 March 2016) and have entered into the Deed of
Termination to terminate the Placing Agreement dated 2 March
2016 (as supplemented by the Supplemental Placing Agreement
dated 23 March 2016) .

Further Update on the Restructuring of Bank Loan

On 7 April 2016, the Company received a letter (the "Refusal
Letter”) issued by Bank Rakyat informing that such extension
was not agreeable by Bank Rakyat. It was further stated in the
Refusal Letter that Bank Rakyat requested for the submission of
the Sale Proof within 14 days from the date of the Refusal
Letter, failing which the Company and/or CYMSB would be
deemed to have committed an event of default under the letter
dated 26 June 2015 issued by Bank Rakyat.

After arm’s length negotiations with Bank Rakyat, CVMSB
subsequently received a letter from Bank Rakyat dated 19 April
2016 confirming that the settlement date of the balance
outstanding of RM45.0 million should be on or before 30 June
2016 and in the event that there would be non-compliance on
the condition, an event of default is deemed to have occurred
and Bank Rakyat reserves all its rights in fact or in law.
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CORPORATE GOVERNANCE REPORT
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The Board of the Company is pleased to present the corporate
governance report for the year ended 31 December 2015.

CORPORATE GOVERNANCE CODE

Ding He Mining Holdings Limited (the “"Company”, together
with its subsidiaries, the “Group”) is committed to enhancing
the corporate governance and transparency of the Group by
applying the principles in the code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14 to
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”). The board (the “Board”) of directors (the
“Directors”) of the Company 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
applied the principles of the CG Code and complied with all
applicable code provisions of the CG Code throughout the year
ended 31 December 2015, save and except for the deviations
from code provisions A.4.1 and A.6.7.

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 (the
“Independent Non-executive Directors”) 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 articles of
association of the Company (the “Articles of Association”).
As such, the Company considers that sufficient measures have
been taken to ensure that the corporate governance practices
of the Company are no less exacting than those in the CG Code.

Under code provision A.6.7 of the CG Code, independent non-
executive directors and other non-executive directors should
attend general meetings and develop a balanced understanding
of the views of shareholders. Certain Independent Non-
executive Directors were unable to attend the annual general
meeting of the Company held on 26 June 2015 due to their
other business engagements.
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CORPORATE GOVERNANCE REPORT

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to 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 2015.

THE BOARD

The Board guides and monitors the business and affairs of the
Company to enhance long-term shareholders’ value. It is the
responsibility of the Board to determine the appropriate
corporate governance practices applicable to the Company’s
circumstances and to ensure processes and procedures are in
place to achieve the Company's corporate governance
objectives.

Chairman and Chief Executive Officer

The positions of the Chairman and the Chief Executive Officer of
the Company are held by separate individuals with a view to
maintain 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
assure the Board acting in the best interests of the Group. The
Chairman shall ensure the Board working effectively and fully
discharging its responsibilities, and that every key issue is
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 Chief Executive Officer and the
company secretary of the Company (the “Company
Secretary”), the Chairman seeks to ensure all Directors are
properly informed on issues arising at any Board meeting and
have received adequate and reliable information in a timely
manner.
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Board Composition

The Board Currently consists of eleven Directors (including the
Chairman), amongst which seven are Executive Directors and
four are Independent Non-executive Directors.

The members of the Board are set out as below:

Executive Directors:

Mr. Du Jian Jun (Chairman)

Mr. Ji Kuang (Co-Vice Chairman)

Mr. Li Po Wai (Co-Vice Chairman)

Mr. Leung Wai Kwan (Chief Executive Officer)
Mr. Fan Weipeng

Ms. Meng Xiao Ying

Mr. Yin Shibo

Independent Non-executive Directors:
Mr. Chan Kin Ho Philip

Ms. Tian Jinghua

Ms. Li Zhenzhen

Mr. Liu Bo

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 Board includes four Independent Non-executive
Directors, in which Mr. Chan Kin Ho Philip is a certified public
accountant in Hong Kong. Mr. Chan possesses extensive
experience in the accountancy profession and has appropriate
accounting and related financial management expertise. The
biographical details of the Directors are set out under the
section “Board of Directors” on pages 47 to 51.

During the year, the Executive Directors and the Independent
Non-executive Directors provided the Group with 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 the shareholders of the Company (the
“Shareholders”).
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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 alignment with the
overall strategies of the Company. Approval has to be obtained
from the Board prior to any significant transactions to be
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 expenses
of the Company.

There is no financial, business, family or other material
relationships among members of the Board.

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 all applicable
rules and regulations are complied with. The agenda and the
accompanying Board papers are normally sent to all Directors
at least three days before the intended date of a regular Board
meeting (and so far as practicable for such other Board
meetings). All minutes and/or resolutions are kept by the
Company Secretary and are open for inspection at any
reasonable time on reasonable notice by any Director.

AN AlE A5 0/
1IEEEA #&%

BExgvHEfE

EXZ2AREAERERARA  EEARRANBER
B BEREHEERMBRE  ATLERREBE
RABARFHERRR - UITEERSREEREE
BREAEAREEREE MEFSRTVEEAH
BT - MRBREFATAARNA AR EERA -
BREEEAERESSHE  HARIUENERRS -

2RESHN 2HSERREMBEARRRREEER -
ARNEERFERARMERTNOE LIRS - AR
REFEREFMABEEANRANRIC ZBET -

ARRRERERT  REFHEEEBR THRETR
ENBBEBESKBEYEXER  BRAANQEE

= o

=

ESEREBZRATERY X5 REAEMEXH
1% o

EEeTHeRnNETRREFRARE  UEE
ZEEHFEE CHESERA - RILTERE
EFELURZEM NEREFHERSREBIER
FIAGEE - ARIWEMB TR AESHAE - AN
REBTHEERRARRD - ZELEH  ESS
XH—RERTEFSENRGH (KUATERT » 75
HERARHEMBEEREER)MELI —REXTE2RES -
I RREL/ JARREARRAMERT - LH
EMEEREH SR - MEHISERRAER -

ANNUAL REPORT 43§ 2015 29



CORPORATE GOVERNANCE REPORT

A

XN
1IEEEnR #&%

Whereas a substantial Shareholder or Director has conflict of
interest in a matter to be considered by the Board and the
Board has determined it is material, such matter will then be
dealt with by the Board at a duly convened Board meeting. The
Articles of Association stipulates 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.

Each Director is entitled to have access to Board papers and
other related materials and have access to the advice and
services of the Company Secretary. The Board and individual
Director also have separate and independent access to the
senior management of the Company. Directors are continuously
updated with the major developments of the Listing Rules and
other applicable regulatory requirements so as to ensure the
Company’s compliance and upkeep good corporate governance
practices. In addition, Directors are allowed to seek
independent professional advice in appropriate circumstances
for discharging their duties at a expense of the Company.

Major responsibilities of the Board include but not limited to:

o develop and review the corporate governance policies
and practices of the Company;

o review and monitor the training and continuous
professional development of directors and senior
management;

o review and monitor the policies and practices of the
Company for the compliance with legal and regulatory

requirements;

o develop, review and monitor the code of conduct
applicable to directors and employees; and

o review the Company’s compliance with CG Code and
disclosure in the corporate governance report.
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Independent Non-executive Directors

The Company has received from each Independent Non-
executive Director an annual confirmation of his/her
independence pursuant to rule 3.13 of the Listing Rules. The
Board and the Nomination Committee have reviewed the
independence of the Independent Non-executive Directors and
considered all Independent Non-executive Directors are
independent within the definition of the Listing Rules.

All Independent Non-executive Directors were not appointed
with specific term but are subject to retirement by rotation and
re-election at annual general meetings of the Company in
accordance with the Articles of Association. Accordingly, the
Board considers that sufficient measures have been taken to
ensure corporate governance practices of the Company are of
no less exacting than those in the CG Code.

Directors Commitments and Continuous
Professional Development

The Company has received confirmation from each Director
that he/she has given sufficient time and attention to the affairs
of the Company for the year ended 31 December 2015.
Directors have disclosed to the Company the number and
nature of offices held in Hong Kong and overseas listed public
companies or organisations.

Each newly appointed Director receives an induction on his/her
appointment to ensure that he/she has proper understanding
of the operations and business of the Group and is fully aware
of his/her responsibilities and obligations under the Listing
Rules, applicable laws and other relevant statutory
requirements. Directors are continually provided with updates
on statutory and regulatory developments, evolution of the
business environment so as to facilitate them to discharge their
duties.

Directors and Officers Policy

During the year ended 31 December 2015, appropriate
insurance coverage on directors’ and officers’ liabilities has
been in force to protect the directors and officers of the Group
from their risk exposure arising from the business of the Group.
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Board Diversity

The Nomination Committee adopted the board diversity policy
of the Company which sets out the approach to achieve
diversity on the Company's Board of Directors. The Company
recognises the benefits of board diversity and endeavours to
ensure that the Board has the appropriate balance and level of
skills, experience and perspectives required to support the
execution of its business strategies. The Company seeks to
achieve board diversity through the consideration of a number
of factors, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience,
skills, knowledge and length of service. The ultimate decision
will be based on the candidates’ merits and contributions to the
Board. The Nomination Committee reviews the board diversity
policy, as appropriate, to ensure its effectiveness from time to
time. The Company considers that the current Board
composition is characterised by diversity, whether considered
in terms of gender, professional background, skills and
knowledge.

According to the records maintained by the Company, Directors
received continuous professional development with an
emphasis on the roles, functions and duties of being a director
of a listed company in compliance with code provision A.6.5 of
the CG Code during year ended 31 December 2015:

Executive Directors HITESE
Du Jian Jun HEE

Ji Kuang HE

Li Po Wai BE
Dato’ Lim Ooi Hong EEMES
Fan Weipeng SBiENE
Leung Wai Kwan RUE
Meng Xiao Ying T/

Yin Shibo FR
Independent Non-executive Directors B E#T&E =
Cheung Ning RE

Chan Kin Ho Philip PRiZZ
Tian Jinghua HaREE

Li Zhenzhen ES2 37

Liu Bo 2%

Wwong Choi Kay EEH

Tan Tony PR 358
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Mr. Li Po Wai was appointed as the Co-Vice Chairman of the Board and
Executive Director on 29 June 2015.

Dato’ Lim Ooi Hong has resigned as the Executive Director on 8 May 2015.

Mr. Fan Weipeng was appointed as the Executive Director on 16 March
2015.

Mr. Yin Shibo was appointed as the Executive Director on 29 June 2015.

Mr. Cheung Ning has resigned as the Independent Non-executive Director
on 17 September 2015.

Ms. Li Zhenzhen was appointed as the Independent Non-executive
Director on 17 July 2015.

Mr. Liu Bo was appointed as the Independent Non-executive Director on
14 December 2015.

Ms. Wong Choi Kay and Mr. Tan Tony have resigned as the Independent
Non-executive Directors on 22 April 2015.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
was established with written terms of reference specifying its
authority and duties which is available on the websites of the
Stock Exchange and the Company. The Audit Committee
comprises four members who are Independent Non-executive
Directors, namely,

Mr. Chan Kin Ho Philip (Chairman)
Ms. Tian Jinghua
Ms. Li Zhenzhen

Mr. Liu Bo

The primary terms of the Audit Committee are as follows:

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;

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

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

On annual financial results:

o 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;

o review the Group's financial and accounting policies and
practices;

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

o 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.

On risk management and internal control systems:

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

o discuss with management the systems of risk
management and internal control and ensure that
management has discharged its duty to have effective
systems 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;

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

o report to the Board on the matters raised in the CG Code.

The Audit Committee is provided with sufficient resources to
discharge its responsibilities. For the year ended 31 December
2015, the Audit Committee held two meetings to review with
external auditor and senior management the interim and annual
results of the Group as well as the accounting principles and
practices being adopted and financial reporting matters. The
senior management and the external auditor of the Company
attended the meetings to respond to any queries raised by the
Audit Committee.

During the year, the Audit Committee had considered, reviewed
and/or discussed the following matters:

audit and financial reporting matters;

J continuing connected transactions of the Group;

o re-appointment of Baker Tilly Hong Kong Limited as the
Company’s external auditor for the financial year ended

31 December 2015;

° review the terms of reference of the Audit Committee and
make recommendation to the Board;

° interim and annual financial results;

o report on the Group's internal audit and audit activity
status prepared by independent professional parties; and

o review the financial controls, risk management and
internal control systems of the Company.
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REMUNERATION COMMITTEE

The remuneration committee of the Company (the
“Remuneration Committee”) was established with written
terms of reference specifying its authority and duties which is
available on the website of the Company. The Remuneration
Committee comprised four members who are Independent
Non-executive Directors, namely,

o Mr. Chan Kin Ho Philip (Chairman)
o Ms. Tian Jinghua

J Ms. Li Zhenzhen

o Mr. Liu Bo

The roles and functions 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:

o making 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;

o determining the remuneration packages of each Director
and member of the senior management by reference to
corporate goals; and

o ensuring 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/her duties
and responsibilities to the Company and the Company’s
remuneration policy.

During the year ended 31 December 2015, the Remuneration
Committee had held one meeting to discuss the remuneration
policy and review the remuneration of the Board, and make
recommendations to the Board having taken into consideration
of the current situation of the economy and the results of the
Group.
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Pursuant to code provision B.1.5 of the CG Code, the
remuneration of the members of senior management by band
for the year ended 31 December 2015 is set out below:

Remuneration (by band)
¥ GREEES)

HK$500,001 — HK$400,000

Further particulars in relation to Directors’ remuneration 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 consolidated financial statements.

NOMINATION COMMITTEE

The nomination committee of the Company (the “Nomination
Committee”) was established with written terms of reference
specifying its authority and duties which is available on the
website of the Stock Exchange and the Company. The
Nomination Committee comprised four members, amongst
which three are Independent Non-executive Directors and one
is Executive Director, namely,

Mr. Chan Kin Ho Philip (Chairman)

o Ms. Tian Jinghua

Ms. Li Zhenzhen

Mr. Liu Bo

With the aim to build up a strong and diverse Board, the
Nomination Committee would identify suitable and qualified
individuals, in particular those who can add value to the
management through their expertise in relevant strategic
business areas, to be the board members, and would
recommend the Board on relevant matters relating to the
appointment or re-appointment of Directors, if necessary.
Details of the procedure for Shareholders to propose a person
for election as a Director are outlined in the “Procedure for
Shareholders to Propose a Person for Election as a Director”
which is available on the website of the Company.
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For the year ended 31 December 2015, the Nomination
Committee had held one meeting to review the structure and
diversity of the Board, the policies applicable to the board
composition and nomination, the term of appointment of Non-
executive Directors and to assess the independence of
Independent Non-executive Directors and to make
recommendations to the Board on the appointment and re-
appointment of Directors taking into account their experience
and qualifications.

The primary terms of the Nomination Committee include:

o review and supervise the structure, size and composition
of the Board;

o develop the criteria for identifying and assessing the
qualification of and evaluating candidates for directorship;
and

o make 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, any Director appointed
to fill a casual vacancy should be subject to re-election by the
shareholders of the Company at the next general meeting of
the Company after their appointments, 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.

The Nomination Committee follows a set of procedures when
recommending candidates for the directorship. The primary
criteria of selecting a candidate include assessing his:

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

o qualification and career experience; and

o understanding of the Company and its Group mission.
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When a candidate is proposed for a directorship, he/she shall
be evaluated on the basis of the aforementioned criteria.
Selection of the suitable candidate is based on a majority vote
and the view of each committee member will be sought before
voting commences. The Chairman of the Nomination
committee will present the proposal (with the voting results)
and recommendations to the Board.

During the year under review, the Nomination Committee had
considered and recommended the following changes to the
Board:

appointment of Mr. Li Po Wai as the Co-Vice Chairman of
the Board and Executive Director;

appointment of Mr. Fan Weipeng as the Executive
Director;

appointment of Mr. Yin Shibo as the Executive Director;

resignation of Dato’ Lim Ooi Hong as the Executive
Director;

appointment of Mr. Zheng Changxing as the Executive
Director;

resignation of Ms. Wong Choi Kay as the Independent
Non-executive Director, the chairman of the Audit
Committee and Remuneration Committee and member of
the Nomination Committee,

resignation of Mr. Tony Tan as the Independent Non-
executive Director and member of the Audit Committee;

resignation of Mr. Cheung Ning as the Independent Non-
executive Director, member of each of the Audit
Committee, Remuneration Committee and Nomination
Committee;

appointment of Mr. Chan Kin Ho Philip as the chairman of
each of the Audit Committee and Remuneration
Committee;

appointment of Ms. Li Zhenzhen as the Independent Non-
executive Director; and

appointment of Mr. Liu Bo as the Independent Non-
executive Director.
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BOARD AND COMMITTEES MEETINGS

During the year ended 31 December 2015, the Company held
twenty one Board meetings, two Audit Committee meetings,
two Nomination Committee meetings and one general meeting.
The individual attendance record of each Director at the Board FEE€€#  E=2ZECHLBRERASTHEBID
meetings, Board Committees meetings and general meeting &I T - IR ERE TR EBITHEHAHEM
during the year is set out below and is presented by reference 2% :

to the number of meetings held during their tenure:

ESENRREEER

BE-T-AFT A=+ BUFE FAALS
Tot—REERRHE MABRZERLE WK
REZEGGER—RBREAG - FR SREFH

Number of meetings attended/held

HE/ ETERENRY
Audit Remuneration  Nomination General
Board Committee =~ Committee =~ Committee meeting
Name of director Ezg EVZES FMzEE REZEE BRRAE
Executive Directors BITES
Du Jian Jun HES 2121 N/AT N/ATER N/ATE A il
JiKuang HE 14/21 N/ATNEF N/ANEF N/ATER 11
Li Po Wai TEE 1 16/17 N/ATER N/ATER N/ATE A 0/0
Dato’ Lim Ooi Hong SEMER 2 1/2 N/ATER NATEE 0/1 0/0
Fan Weipeng BRE 3 1112 N/ANE A N/ATE R N/ATER 111
Leung Wai Kwan DEE 21/21 N/AT i@ N/AT i N/ANGEF 111
Meng Xiao Ying =NE 16/21 N/AT @A N/AN RS N/ATN R 0/1
Yin Shibo FHK 4 917 N/ATNEF N/ANEF N/ATER 0/0
Independent Non- BIFHTES
executive Directors
Cheung Ning RE 5 713 01 0/0 " 01
Chan Kin Ho Philip REx 17/21 2/2 0/0 2/2 N
Tian Jinghua A 7121 2/2 0/0 2/2 01
Li Zhenzhen =303 6 6/15 0N 0/0 0/0 0/0
LiuBo 2% 7 1/2 0/0 0/0 0/0 0/0
Wong Choi Kay BER 8 0/2 01 0/0 01 0/0
Tan Tony BREoR 8 0/2 0/1 0/0 N/ATER 0/0
Notes: P 5T
1. Mr. Li Po Wai was appointed as the Co-Vice Chairman of the Board and 1. FERAENR-Z—RAFAAZTNARZEAESESHFEL
Executive Director on 29 June 2015. FRERAITES -
2. Dato’ Lim Ooi Hong has resigned as the Executive Director on 8 May 2015. 2. EEMNEER _Z—RFHAN\BBENTES -
3. Mr. Fan Weipeng was appointed as the Executive Director on 16 March 3. BEBAER T -—RF=A T AREZERNTES -
2015.
4. Mr. Yin Shibo was appointed as the Executive Director on 29 June 2015. 4. FHEREERZZ—AFRNAZTNARZERNITES -
5. Mr. Cheung Ning has resigned as the Independent Non-executive Director 5. REAER_Z-—AFNA T ABEBIIFRITES -
on 17 September 2015.
6. Ms. Li Zhenzhen was appointed as the Independent Non-executive 6. PR LITR T ATt ATt ARZEABUIENITES -

Director on 17 July 2015.
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7. Mr. Liu Bo was appointed as the Independent Non-executive Director on
14 December 2015.

8. Ms. Wong Choi Kay and Mr. Tan Tony have resigned as the Independent
Non-executive Directors on 22 April 2015.

Minutes of the Board and Board Committees meetings have
been recorded in sufficient details including any matters
considered in the meetings, decisions reached and concerns or
gueries raised by the Directors or dissenting views expressed.
Draft and final versions of minutes of the Board and Board
Committees are sent to all Directors or Committee members for
comments and records respectively within a reasonable time
after the meeting.

COMPANY SECRETARY

Ms. Sharon Kwan was appointed as the Company Secretary on
22 May 2015. Pursuant to rule 3.29 of the Listing Rules, Ms.
Kwan has taken no less than 15 hours of relevant professional
training during the year ended 31 December 2015.

The Company Secretary is responsible to the Board for ensuring
that board procedures are followed and the board is fully
briefed on all legislative, regulatory and corporate governance
developments and that it has regard to them when making
decisions.

SHAREHOLDERS' RIGHT

Procedures for Shareholders to Convene an
Extraordinary General Meeting

Pursuant to Section 566 of the Companies Ordinance (Cap. 622
of the Laws of Hong Kong), the Shareholder(s) representing at
least 5% of the total voting rights of all the members having a
right to vote at general meetings may request the Board to
convene an extraordinary general meeting. The related
requisition must state the general nature of the business to be
dealt with at the meeting and may include the text of a
resolution that may properly be moved and is intended to be
moved at the meeting. The request(s) must be signed by the
Shareholder(s) who requested to convene the meeting and
deposited at the registered office of the Company or sent to the
Company via email at info@dinghemining.com.hk.

AN AlE A5 0/
1IEEEA 3!‘-&%

7. ARAEER—F-AF T - At OARZERBILIFMTES °

8. EERLLTRREBREEN _FE-RAFOA -+ - AEREETL
FMITES -

ExghEsZ e eanBEHALEER
NE BRRELEENEMER BEFERARE
RFEERIMEE  REMEMIRENRHEER
EEERESLEENERNBRERRERRAHR
CRERRAERAANTETHAEFTAREEKE
VAR % 3 i S RC 8% o

REWE

RZZB-—RFRER-+-H BEFLTEEZERR
AWE - RIBEEWHRAEI290% REBEE_Z—h1F
T-A=1t—BLFEA BXEIE2EFIRISN
B RO AR E RT3 -

AEMEENESTCRAR  BREFSEFESET
REFGMELARBESEZEAMR —NEHELE -
REMBEERAZER -

R R AR
BRREBFABRRENRENEF

IRBREBEDIE 622 F RFHEDIE 56614 - (R B EHE
RIRRE KRG FRRORREERIRERD 5% IR -
AMEESREFRBARRRIAREG - BHFELE
VIRGIARE FRENEBHN —RIEE - TAIESE
ZAE TRBHMBREIEHNEZAEG LHHRORERD
XK ZBEREVEHERBRRSGHNRREEZRE
RERRNAOFT MM ERIEEREARR A E I
info@dinghemining.com.hk °

ANNUAL REPORT £ 2015 41



CORPORATE GOVERNANCE REPORT

A

XN
1IEEEnR #&%

Procedures for Directing Shareholders’ Enquiries
and Proposals to the Board

To foster regular and contribute two-way communications
amongst the Company, its Shareholders and potential investors,
the Chief Executive Officer is designated to respond to enquiries
and proposals from Shareholders as well as the public.
Enquiries and concerns of the Shareholders and other
stakeholders can be made in writing to the Chief Executive
Officer via the following contact details:

By mail Flat B, 21st Floor,
Neich Tower,
128 Gloucester Road,
Wanchai, Hong Kong

By fax (852) 2598 0188

By email info@dinghemining.com.hk

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

Communications with Shareholders

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

The annual general meeting and extraordinary general meetings
of the Company are valuable platforms for the Board to
communicate directly with the Shareholders. The Chairman
actively participates at annual general meeting(s) 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 Shareholders’
queries at annual general meeting(s) and extraordinary general
meetings. 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
guestions at any general meeting(s) to approve a connected
transaction or any other transactions that are subject to
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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 annual general
meeting 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 on the
detailed procedures for conducting a poll is provided to the
Shareholders at the commencement of the meeting and the
Chairman will answer any questions from Shareholders
concerning poll vote. The poll results are published in the
manner prescribed under the requirements of the Listing Rules.

CONSTITUTIONAL DOCUMENTS
During the year ended 31 December 2015, there were no
changes on the Company’s constitutional documents.

RISK MANAGEMENT AND INTERNAL CONTROL
During the year, the Board complied with the code provisions
on risk management and internal control as set out in the CG
Code. The Board has overall responsibility for evaluating and
determining the nature and extent of the risks it is willing to
take in achieving the Group’s strategic objectives, and
maintaining appropriate and effective risk management and
internal control systems for the Group. The systems are
designed to manage the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute
assurance against material misstatement or 10ss.

The management of the Company has established a set of
comprehensive policies, standards and procedures in areas of
operational, financial and risk controls for safeguarding assets
against unauthorized use or disposition; for maintaining proper
accounting records; and for ensuring the reliability of financial
information to achieve a satisfactory level of assurance against
the likelihood of the occurrence of fraud and errors.

The Board has overseen the Company’s risk management and
internal control systems on an ongoing basis. A year end review
of the effectiveness of the Company’s and its subsidiaries risk
management and internal control systems has been conducted
annually and the systems are considered to be effective and
adequate. The Company also has an internal audit function to
carry out the analysis and independent appraisal of the
adequacy and effectiveness of the systems, and has procedures
in place to keep information confidential and manage actual or
potential conflicts of interest. Stringent internal structures have
been designed to prevent the misuse of inside information and
avoid conflicts of interest.
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The following are the key processes which the Board has
adopted in reviewing the adequacy and integrity of the systems
of risk management and internal control for the Company:

o Monitoring mechanisms and management style —
Directors attend periodic meetings of the Board. The
Board Committees and the management of the Company
represent the main platform by which the performance
and conduct of the Company are monitored. The daily
operations of business are entrusted to the Chairman, the
Chief Executive Officer and the management team. Under
the purview of the Chairman and the 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
overseeing the conduct of the operations of the Company
with the aid of various Board Committees.

o 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 business objectives of
the Company within defined risk parameters in a timely
and effective manner. Through scheduled periodic
meetings, the Board identifies 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 risk management
framework of the Company is progressively being built up
as the operations of the Smelter are rammed up.

The Company's internal control audit function is outsourced to
professional internal control audit service providers to ensure
its independency without involvement in the operations of the
Company. The outsourced internal control auditors are
responsible for reviewing and appraising the effectiveness of
risk management and internal control systems and corporate
governance processes in the Company and reports directly to
the Audit Committee.

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

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 systems of risk management and
internal control are on-going processes and the Board maintains
an on-going commitment to strengthen the control environment
and processes of the Company.

AUDITOR’'S REMUNERATION

An analysis of the remuneration payable to the independent
auditor of the Company, Baker Tilly Hong Kong Limited, to
perform audit and non-audit services for the year ended 31
December 2015 is as follows:

Services rendered Frig it pRi%
Audit service ZERTS
Non-audit service IR EARTS

The non-audit services include professional services in relation
to the Company's interim results and preliminary
announcements.
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For the year ended
31 December
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2015 2014
—E-HF —E—FE
920,000 870,000
637,000 120,000
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Each Director understands and acknowledges his/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
statement of auditors about their reporting responsibilities on
the financial statements is set out in the Independent Auditor’s
Report.
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EXECUTIVE DIRECTORS

DU JIAN JUN, Chairman

Mr. Du Jian Jun (“Mr. DuU"), aged 58, is the Chairman of the
Company. He has over 30 years of working experience in
managing various businesses in the PRC. He is also the vice-
general manager of Halls China Strategies Company Limited,
which is specialised in the provision of venture capital service.
Mr. Du had been an independent non-executive director of Sing
Pao Media Enterprises Limited (“Sing Pao”), a company
previously listed on the Growth Enterprise Market (“GEM") of
the Stock Exchange from 7 April 2014 to 23 June 2014 and
redesignated as an executive director from 24 June 2014. Sing
Pao is a company incorporated in the Cayman Islands with
limited liability and its subsidiaries are principally engaged in the
publication of newspapers, magazines and books; and
provisions of advertising and promotion services, internet
content provision and advertising. Sing Pao was placed into
liquidation by an order of the High Court of Hong Kong on 12
August 2015 (the “Sing Pao Liquidation”). As at the Latest
Practicable Date, Sing Pao is in the process of liquidation and
Mr. Du confirmed that he is not in a position to indicate the
outcome of the Sing Pao Liquidation.

JI KUANG, Co-Vice Chairman

Mr. Ji Kuang (“Mr. Ji"), aged 55, is the Co-Vice Chairman 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 as the chairman of
Wuxi Federation of Returned Overseas Chinese Real Estate
Development Company Limited* (&M EHEEREEFRA
A]) during the period from April 1999 to November 2009. He is
currently the chairman of the Wuxi Yugi Datang Real Estate
Company Limited* (EH M EBREEE B R A A]) Mr. Jiis
also the chairman of presidium of World Chinese-Overseas-
Trade Union General Attestation (“WCUGA") and a minister of
the investment department of WCUGA. WCUGA is founded in
1986, which unites Chinese elites and Oversea-Chinese.
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LI PO WALI, Co-Vice Chairman

Mr. Li Po Wai ("Mr. Li"), aged 44, is the Co-Vice Chairman of the
Company. He possesses extensive experience in managing
financial enterprises in the PRC. He has been working in the
private equity industry and in many well-known investment
institutions. He previously held various important positions in
Sizeable state-owned collaboration entities, sino foreign joint
venture companies, investment management enterprises and
professional services institutions. He had participated and
coordinated the investment operation and management for
various projects and is sophisticated with professional skills and
practical experience in the operation of the capital market,
finance management, merger and acquisition and
reorganisation of enterprises, operational strategic planning and
risk management.

LEUNG WAI KWAN, Chief Executive Officer

Mr. Leung Wai Kwan (“Mr. Leung"), aged 51, is the Chief
Executive Officer, authorised representative of the Company.
Mr. Leung holds a Bachelor's Degree of Business Administration
in Finance from The Queen’s University of Brighton, United
States of America. 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 seven years until 2004 and
2005 respectively, and has extensive experience in merger and
acquisition activities, financial management and corporate
compliance. Mr. Leung is currently an independent non-
executive director of Yi Hua Department Store Holdings Limited
(Stock Code: 2213), shares of which are listed on the Main
Board of the Stock Exchange.

FAN WEIPENG

Mr. Fan Weipeng ("“Mr. Fan”), aged 44, graduated from
Guangzhou Normal School* (& /i Al &5 2247 ). He has been the
chairman of Guangzhou Luyin Investment Co., Ltd.* (E /N &R
HEBFBR A A]) since 2006 and Beijing Zhongcai Ronghe Culture
Media Co., Ltd.* (Jb RREFLE XL EHE AR A A1) since 2010,
respectively. Mr. Fan has been engaged in financial assets and
capital management for many years with extensive experience
in restructuring, mergers and acquisitions, investment in and
financing for initial public offering projects and leasing of real
estate in China.
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MENG XIAO YING

Ms. Meng Xiao Ying (“Ms. Meng"), aged 46, is a lawyer and the
founding partner of Guangdong Huishang Law Firm* (&R =/
2 Bl = & FT). She graduated from the Department of Law of
Xiangtan University in Hunan. She was assigned to work in
Hunan Heshan Justice Bureau in 1990. She was admitted as a
lawyer with excellent results in 1992 and was sent by Justice
Bureau for the formation of Heshan Second Law Firm (% 1L [&
% _2BBETFT) in the same year. Since then, she started her
career as a professional lawyer. Afterwards, she worked
as a professional lawyer in Hunan zZhenli Law Firm* (j# &5 & 12
2 B == 7% FT) from 1994 to 2000 and co-founded Guangdong
Huishang Law Firm* (& ® #= & £ B & 7 F7) in 2000 and
founded Guangdong Huanding Law Firm* (&R IR SE=RTE 55
in 2014. Her distinct style and characteristic of effectiveness in
case handling has been established in the practice for law for
over 20 years. She has extensive working experience as a
lawyer, and has handled numerous non-litigation legal affairs,
such as economical, civil and criminal cases and issuance of
legal opinion and feasibility studies reports. Since the practice
of law in Shenzhen, she has assisted in the successful listing of
several units who sought for legal advice and received their
appreciations. Ms. Meng had been an independent non-
executive director of Sing Pao from 7 April 2014 to 23 June 2014
and re-designated as an executive director from 24 June 2014.
As at the Latest Practicable Date, Ms. Meng confirmed that she
is not in a position to indicate the outcome of the Sing Pao
Liquidation.

YIN SHIBO

Mr. Yin Shibo ("Mr. Yin"), aged 41, obtained a Bachelor’s
Degree in Economics from Guizhou University of Finance and
Economics (formerly known as Guizhou College of Finance and
Economics) and a Master Degree in Business and
Administration from Wuhan University. Mr. Yin has 18 years of
extensive experience in finance industry, in particular, bank
financing, project investment analysis and corporate financial
management. He had held various positions in Agricultural Bank
of China during 1997 to 2008 and was last held as a branch
president. Since 2008, he has devoted himself to the private
equity industry and obtained senior management positions in
various renowned investment institutions. From July 2014 to
June 2015, Mr. Yin had been appointed as an executive director
of China Best Group Holding Limited (Stock Code: 370), shares
of which are listed on the Main Board of the Stock Exchange,
and he remains as senior management after his resignation as
the executive director in June 2015.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
CHAN KIN HO PHILIP

Mr. Chan Kin Ho Philip (“Mr. Chan”), aged 38, graduated from
the University of Hong Kong with a Bachelor’'s Degree in
Business Administration in Accounting and Finance. Mr. Chan is
a certified public accountant under the Hong Kong Institute of
Certified Public Accountants and a member of The Association
of Chartered Certified Accountants. Mr. Chan is also a chartered
financial analyst. Mr. Chan has over 15 years of experience in
finance, accounting, external and internal auditing in both Hong
Kong and the PRC. Mr. Chan had worked in the assurance and
advisory department of Deloitte Touche Tohmatsu Limited and
KPMG and as a business area controller in the financial
controlling division of Deutsche Bank AG. Mr. Chan was the
group financial controller of Xinhua Sports & Entertainment (HK)
Limited, a wholly-owned subsidiary of Xinhua Sports &
Entertainment Limited, shares of which are currently traded on
the American over-the-counter (pink sheets) market and was
the vice president — finance for Tiger Media, Incorporation
(formerly known as SearchMedia Holdings Limited), shares of
which are listed on the American Stock Exchange. He was also
an independent non-executive director of China Machinery
Engineering Corporation. Mr. Chan is currently an executive
director of Willing International Capital (Shanghai) Company
Limited and company secretary of China Digital Culture (Group)
Limited (Stock Code: 8175), shares of which are listed on the
GEM of the Stock Exchange.

TIAN JINGHUA

Ms. Tian Jinghua (“Ms. Tian"), aged 54, completed her studies
in Criminal Law of PRC from Heilongjiang University in 1991. Ms.
Tian was awarded a Master’s Degree in Law from Jilin University
in 2000. She is a member of both All China Lawyers Association
and Beijing Lawyers Association. Ms. Tian has over 20 years’
experience in the legal profession in the PRC.
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LI ZHENZHEN

Ms. Li Zhenzhen (“Ms. Li"), aged 31, graduated from the
University of Guangxi with a bachelor’s degree. Ms. Li has been
working in senior role in listed company for many years and she
has good knowledge of corporate financing and business
operation. Ms. Li is now the chairman of board of supervisors of
Guanghe Landscape Culture Communication Co., Ltd, ShanXi
(Shanghai stock code: 600234), a company listed in the
Shanghai Stock Exchange since June 2014, and chairman and
an executive director of Sino Haijing Holdings Limited (stock
code:01106), the shares of which are listed on the Main Board
of the Stock Exchange since 5 April 2016 and 30 December
2015, respectively.

LIU BO

Mr. Liu Bo (“Mr. Liu”), aged 51, holds a Bachelor’s Degree in
Computer Science from University of Science and Technology
of China, and a Master's of Science Degree from the Institute of
Acoustics of the Chinese Academy of Science. Mr. Liu has many
years of experience in venture capital, private equity
investment, fund management, mergers and acquisitions etc..
Mr. Liu is currently the chairman of two investment fund
management companies in Shenzhen, China.

* for identification purpose only
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DIRECTORS’ REPORT
ESEHRE

The directors (the “Directors”) of Ding He Mining Holdings
Limited (“Ding He" or the “"Company”, together with its
subsidiaries, the “Group”) hereby present their report together
with the audited financial statements of the Group for the year
ended 31 December 2015.

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.

BUSINESS REVIEW

A fair review of the Group's business and its outlook are set out
in the sections of Chairman’s Statement and Management
Discussion and Analysis. Certain financial key performance
indicators are provided in the section of Five-Year Financial
Summary. No important event affecting the Group has occurred
since the end of the financial year under review.

The Group complies with the requirements under the
Companies Ordinance, the Listing Rules and the Securities and
Futures Ordinance (the “SFO") for the disclosure of information
and corporate governance. The Group also complies with the
requirements of Employment Ordinance and ordinances
relating to occupational safety for the interest of employees of
the Group.

The Group respects the environment and is committed to
minimizing its carbon footprints as a socially responsible
enterprise in Hong Kong. Carbon footprint is defined as the total
amount of direct and indirect emissions of Green House Gases
(GHGs) expressed in terms of the equivalent amount of Carbon
Dioxide of (C0O2) emission. Non-hazardous wastes produced
from the Group mainly consist of used paper such as office
papers and marketing materials. To minimize the impact of
carbon footprints on the environment, the Group implements
the following practices to use paper efficiently:

o Duplex printing is set as the default mode for most
network printers;

o Employees are reminded to practice photocopying wisely;
o Employees are encouraged to use both sides of paper;

o Paper waste is recycled instead of being directly disposed
of in landfills,
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o Paper is separated from other waste for easier recycling;
and

o Boxes and trays are placed beside photocopiers as
containers to collect single-sided paper for reuse purpose.

Electricity consumption is identified as having an adverse
impact on the environment and natural resources. A typical
commercial building uses more energy for lighting than for
other electric equipment. The Group is determined to reduce
energy consumption and implement conservation practices to
reduce the effect of carbon footprint. Air conditioning and light
zone arrangements reduce unnecessary electricity usage;
employees enforce good practices in maintenance of lighting
and electric equipment to ensure they are kept in good and
proper condition to maximize efficiency.

Key Risk Factors
The following lists out the key risks and uncertainties facing the
Group.

Impact of Local and International Regulations

The business operation of the Group is also subject to
government policy, relevant regulations and guidelines
established by the regulatory authorities. Failure to comply with
the rules and requirements may lead to penalties, amendments
or suspension of the business operation by the authorities. The
Group closely monitors changes in government policies,
regulations and markets as well as conducting studies to assess
the impact of such changes.

Third-Party Risks

The Group has been relying on third-party service providers in
parts of business to improve performance and efficiency of the
Group. While gaining the benefits from external service
providers, the management realizes that such operational
dependency may pose a threat of vulnerability to unexpected
poor or lapses in service including reputation damage, business
disruption and monetary losses. To address such uncertainties,
the Group engages only reputed third-party providers and
closely monitors their performance.

Key Relationships with Employees, Customers and
Suppliers

The Group recognizes the accomplishment of the employees by
providing comprehensive benefit package, career development
opportunities and internal training appropriate to individual
needs. The Group provides a healthy and safe workplace for all
employees. No strikes and cases of fatality due to workplace
accidents are found in the year under review.
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The Group encompasses working relationships with suppliers to
meet our customers’ needs in an effective and efficient manner.
The departments work closely to make sure the tendering and
procurement process is conducted in an open, fair and just
manner. The Group's requirements and standards are also well-
communicated to suppliers before the commencement of a
project.

The Group values the views and opinions of all customers
through various means and channels, including usage of
business intelligence to understand customer trends and needs
and regular analyze on customer feedback. The Group also
conducts comprehensive tests and checks to ensure that only
quality products and services are offered to the customers.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2015
are set out in the consolidated statement of profit or loss on
page 78.

FINAL DIVIDENDS
The Board did not recommend the payment of any dividend for
the year ended 31 December 2015 (2014: Nil).

PROPERTY, PLANT AND EQUIPMENT

Additions to property, plant and equipment of the Group for the
year ended 31 December 2015 amounted to HK$85,650 (2014:
HK$6,252,098). 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 29(b) to the financial
Statements.

INTEREST CAPITALISED
No interest on bank loans have been capitalised for the year
ended 31 December 2015 (2014: 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 29(a) to the financial
statements respectively.
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DISTRIBUTABLE RESERVES

As at 31 December 2015, the Company’s reserves calculated
under the provisions of Part 6 of the Hong Kong Companies
Ordinance (Cap. 622), were represented by accumulated losses
of HK$1,392,423,999 (2014: HK$1,199,894,544). At 31 December
2015 and 2014, there are no distributable reserves available to
owners of the Company.

DIRECTORS
The Directors during the year and up to the date of this report
are:

Executive Directors

Mr. Du Jian Jun (Chairman)

Mr. Ji Kuang (Co-Vice Chairman)

Mr. Li Po Wai (Co-Vice Chairman) (appointed on 29 June 2015)

Mr. Dato’ Lim Ooi Hong (resigned on 8 May 2015)

Mr. Fan Weipeng (appointed on 16 March 2015)

Mr. Leung Wai Kwan (Chief Executive Officer)

Ms. Meng Xiao Ying

Mr. Yin Shibo (appointed on 29 June 2015)

Mr. Zheng Changxing (appointed on 16 March 2015 and retired
on 26 June 2015)

Independent Non-executive Directors
Mr. Cheung Ning (resigned on 17 September 2015)
Mr. Chan Kin Ho Philip

Ms. Tian Jinghua

Ms. Li Zhenzhen (appointed on 17 July 2015)

Mr. Liu Bo (appointed on 14 December 2015)

Ms. Wong Choi Kay (resigned on 22 April 2015)

Mr. Tan Tony (resigned on 22 April 2015)

The biographical details of the Directors are set out under the
section “Board of Directors” of this report.

On 22 April 2015, Ms. Wong Choi Kay and Mr. Tony Tan and on
17 September 2015 Mr. Cheung Ning have resigned as the
Independent Non-executive Directors of the Company and on 8
May 2015 Dato’ Lim Ooi Hong has resigned as the Executive
Director of the Company. All of them intended to devote more
time to their other business commitments.
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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.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of the Independent Non-
executive Directors, an annual confirmation of his/her
independence pursuant to rule 3.13 of the Listing Rules.

The Company considers all Independent Non-executive
Directors to be independent.

EMOLUMENTS

Details of the emoluments of the Directors and the five highest
paid individuals of the Group during the year are set out in
notes 9 and 10 to the consolidated financial statements
respectively.

DIRECTORS OF SUBSIDIARIES

Up to the date of this report, the directors of the subsidiaries of
the Company are Mr. Rosli Bin Mohd Darus and Mr. Mohamad
Bin Md Nor, except Nice Tone Enterprises Limited, Step Pacific
Development Limited, Chinese Loong Culture Development
Group Limited and Golden Elegant Limited.

Mr. Leung Wai Kwan and Mr. Lim Ooi Hong are the directors of
Nice Tone Enterprises Limited. Mr. Teoh Tek Siong and Mr. Chui
Chi Kuen are the directors of Step Pacific Development Limited.
Mr. Ng Chak Ting is the director of Chinese Loong Culture
Development Group Limited. Mr. Li Po Wai is the director of
Golden Elegant Limited.

DIRECTOR’S AND CONTROLLING
SHAREHOLDER'S INTERESTS IN CONTRACTS
Save as disclosed under the headings “Material Related Party
Transactions” in note 36 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.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year and up to the date of this report, to the best
knowledge of the Directors, none of the Directors and their
respective close associates was considered to have any
interests in the businesses which compete or were likely to
compete, either directly or indirectly, with the businesses of the
Group, other than those businesses where the Directors were
appointed as Directors to represent the interests of the
Company and/or the Group.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

No transaction, arrangement or contract of significance to
which the Company, or any of its holding Company, subsidiaries
or fellow subsidiaries was a party, and in which a director of the
Company or his connected entities had a material interest,
either directly or indirectly, subsisted at the end of the year or
at any time during the year.

MANAGEMENT CONTRACTS

No contract 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.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in this report, at no time during the year was
the Company, the Company’s subsidiaries or holding
companies, or fellow subsidiaries, a party to any arrangements
to enable Directors to acquire benefits by means of acquisition
of shares in, or debentures of, the Company or any other body
corporate.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2015, the Group had a total of approximately
80 employees (2014: 80 employees). Total staff costs (including
Directors’ emoluments), incurred for the year ended 31
December 2015 amounted to approximately HK$9,490,000
(2014: approximately HK$9,240,000). 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.
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EQUITY-LINKED AGREEMENTS
Details of the equity-linked agreements entered into during the
year or subsisting at the end of the year are set out below:

Share Option Scheme

The Company adopted a share option scheme (the “Share
Option Scheme”) on 14 October 2008. The purpose of the
Share Option Scheme is (i) to attract and retain the best quality
personnel for the development of the Company’s businesses; (ii)
to provide additional incentives to the employees; (iii) to provide
eligible participants with the opportunity to acquire proprietary
interests in the Company; and (iv) to promote the long term
financial success of the Company by aligning the interests of
grantees to the Shareholders. Under the Share Option 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
Share Option 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.

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. 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.
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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 () 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 (iii) 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.

During the year ended 31 December 2015, no option has been
granted or agreed to be granted under the Share Option
Scheme.

New Share Option Scheme

In view of the fact that the existing Share Option Scheme will
expire and the amendments to the relevant Listing Rules since
the adoption of the existing Share Option Scheme, an ordinary
resolution was duly passed in the extraordinary general meeting
held on 4 February 2016 to terminate the existing Share Option
Scheme and adopt the new share option scheme of the
Company (the “New Share Option Scheme”).

The purpose of the New Share Option Scheme is (i) to motivate
the eligible participants to optimise their performance efficiency
for the benefit of the Group; and (ii) attract and retain or
otherwise maintain on-going business relationship with the
eligible participants whose contributions are or will be beneficial
to the long-term growth of the Group. Under the New Share
Option 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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Subject to the refreshment of the Scheme Limit, the maximum
number of shares in respect of which options may be granted
(including shares in respect of which options, whether exercised
or still outstanding, have already been granted) under the New
Share Option Scheme and under any other share option
schemes of the Company must not in aggregate exceed 10% of
the total number of Shares in issue on the adoption date of the
New Share Option Scheme (the “Scheme Limit”), excluding for
this purpose Shares which would have been issuable pursuant
to Options which have lapsed in accordance with the terms of
the New Share Option Scheme (or any other share option
schemes of the Company). 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.
Shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the New Share
Option Scheme and any other share option schemes of the
Company at any time shall not exceed 30% of the Shares in
issue from time to time (the “Maximum Limit").

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; and (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. The acceptance date of an offer shall be a date
not later than 30 days after the offer date. 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 shall not exceed 10 years from the date of grant of the
relevant option.

As at the date of this annual report, the total number of ordinary
shares available for issue under the New Share Option Scheme
is 550,962,392, representing 10% of the shares in issue of the
Company as at the date of the report.
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Convertible Preference Shares
Details of the convertible preference shares of the Company
are set out in the note 29 to the financial statements.

Convertible Bonds
Details of the convertible bonds of the Company are set out in
the note 25 to the financial statements.

DIRECTORS’ INTERESTS IN SECURITIES

As at 31 December 2015, the interests and short positions of
each Director and chief executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were required
to be (i) notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Directors and the chief
executive have taken or deemed to have under such provisions
of the SFO); (i) recorded in the register kept by the Company
under section 352 of the SFO; or (iii) notified to the Company
and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of the Company (“Model
Code") as set out in Appendix 10 to the Listing Rules, were as
follows:
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ordinary shares Approximate
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BEREGES EARA R 2
Director Capacity RARERZZ BERTRAZ
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Leung Wai Kwan Beneficial owner and 6,074,250 0.11%
RUEE interest of spouse
ERARAREBER
Note: B3
1. Mr. Leung Wai Kwan is legally and beneficially interested in 1,087,500 1. PUEFERKREZS 1,087,500 AR B 2 #EXS - M

shares of the Company and his spouse owns 4,986,750 shares of the
Company. By virtue of SFO, Mr. Leung is deemed to be interested in the
same block of shares in which his spouse is interested.
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Save as disclosed above, as at 31 December 2015, none of the
Director nor chief executive of the Company had any interests
or short positions in the shares, underlying shares or
debentures of the Company or any of its associate corporations
which were required to be (i) notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which the Directors
and the chief executive have taken or deemed to have under
such provisions of the SFO); (i) entered in the register kept by
the Company under section 352 of the SFO; or (iii) notified to
the Company and the Stock Exchange pursuant to the Model
Code as set out in Appendix 10 to the Listing Rules.

At no time during the year ended 31 December 2015 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.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at 31 December 2015, so far as is known to the Directors
and the chief executives of the Company, no person has
interests or short positions in the shares and underlying shares
of the Company or any of its associated corporations which
were required to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO and as
recorded in the register required to be kept by the Company
under Section 336 of the SFO, or, were directly or indirectly,
interested in 5% or more of the nominal value of share capital
carrying rights to vote in all circumstances at general meetings
of the Company.

CORPORATE GOVERNANCE

The Company is committed to maintain high standard of
corporate governance. Details of the corporate governance
practices adopted by the Company are set out in the Corporate
Governance Report on pages 26 to 46 of this Annual Report.

BORROWINGS

Details of the Group's borrowings are set out in notes 25, 26
and 27 to the consolidated financial statements.
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor its subsidiaries has
purchased, sold or redeemed any of the Company’s listed
securities.

NEW SHARES ISSUED & CONVERTED
Conversion of CPSs

On 10 April 2015, all holders of CPSs converted the CPSs into
fully paid ordinary shares in the share capital of the Company
on the basis of one conversion share to one CPS and a total of
565,631,177 ordinary shares were issued.

Placing

On 21 July 2015, the Company and Kingston Securities Limited
(the “"Placing Agent”) entered into a placing agreement,
whereby the Company conditionally agreed to place, through
the Placing Agent, on a best effort basis, up to 612,000,000
placing shares to not less than six placees at the placing price
of HK$0.185 per placing share. The Board considered that the
Placing would enhance its working capital and strengthen its
capital base and financial position.

The closing price per ordinary share as quoted on the Stock
Exchange on 21 July 2015, being the date of the placing
agreement was HK$0.222. The net price for each placing share
was approximately HK$0.18.

The placing was completed on 7 August 2015. An aggregate of
612,000,000 placing shares has successfully placed to not less
than six placees, who and whose beneficial owners are
independent third parties to the Company at a price of HK$0.185
per placing share, raising gross proceeds of HK$113.22 million.
The net proceeds from the placing amounted to approximately
HK$109.94 million, which would be for the repayment of debts
of the Group and as the general working capital of the Group.
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Open Offer

On 21 July 2015, the Company proposed to raise gross proceeds
(before expenses) of up to approximately HK$153 million
(assuming no placing shares were issued and no convertible
bonds were converted on or before record date) or HK$185.3
million (@assuming the maximum number of placing shares was
issued and full conversion of the convertible bonds on or before
the record date), by way of an open offer. The Company shall
allot and issue not less than 1,530,541,307 offer shares and not
more than 1,853,089,603 offer shares to the qualifying
shareholders at a subscription price of HK$0.10 per offer share,
on the basis of one offer share for every two shares held on the
record date. The Board considered that the open offer would
enhance its working capital and strengthen its capital base and
financial position.

The subscription price was HK$0.10 per offer share,
representing a discount of approximately 54.95% to the closing
price of HK$0.222 per share as quoted on the Stock Exchange
on 21 July 2015.

The Open Offer was completed on 19 November 2015. An
aggregate of 1,836,541,307 offer shares were successfully
issued at the subscription price of HK$0.10 per offer share on
basis of one offer share for every two share held on 22 October
2015, raising gross proceeds of HK$183.6 million. The net
proceeds from the open offer amounted to approximately
HK$177.7 million, which would be for the repayment of debts of
the Group and as the general working capital of the Group.
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The equity fund raising activities conducted by the Company for  ARARREBEE-ZT—AF+_A=+—HItFEFE

the year ended 31 December 2015 are set out below: TZRAREEFEHEHIWT :
Actual use of net
proceeds as at
Net proceeds Intended use of net the Latest
raised proceeds Practicable Date
Fund raising (approximate) (approximate) (approximate)

Date of announcement activities FBMIE MEREFRH FENEFENRAER

NEBH KEEH BHEERY) BERZ M) A4T B EARV R Al i (HE40)

21 July 2015 Placing of up to HK$108.9 million ~ The net proceeds (i) HK$48.1 million for
612,000,000 will be applied repayment of short term
new Shares towards third parties loans and bank

repayment loan with interest;

of indebtedness (i) HK$34.0 million for

and general repayment of convertible

working capital of bonds with interest; and

the Group. (iii) HK$27.8 million for general
working capital of the
Group.

“Z-RFtEAZ+—H EER%Z 108,900,000/ AT FIBF R A (i) 48,100,000 TTANEER
612,000,000 % REEREE HE=FEFURBITER
ki BB REBIE—& RAE

BEED - (ii) 34,000,000 L AAEZEA]
BREHFRME Rk
(iif) 27,800,000 8 7T FA{EA &
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21 July 2015 Open offer on the basis  HK$177.7 million  The net proceeds (i) HK$104.8 million for second
of one offer Share for will be applied as cash repayment of bank
every two existing to (i) HK$99.5 loans;

Shares held on the million for second (i) HK$50.6 million for

record date at cash repayment of repayment of matured

the subscription bank loans; (i) convertible bonds with

price of HK$0.1 per HK$65.0 million interest;

offer Share for repayment of (i) HK$12.8 million for general
matured working capital of the
convertible bonds, Group; and
and (i) HK$12.6 (iv) Balance of HK$8.9 million
million for general retained in the banks of the
working capital of Group.
the Group.

“E-RFtHAZ+—H EBEREHBAHE 177,700,000/87C  FIEEUBFEEHR (i) 104,800,000/ TTARE =
HAEMBIRE (i) 99,500,000 7T KRS BERTER
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BERMHE BEFITEN R ER RS
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0.1 B TTETT BRES & (iv) #£2 8,900,000 4 TLIR 17 1A
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Accordingly, a total of 3,014,172,484 ordinary shares were (it - REIEEEAA D 35174 3,014,172, 48405 L A% o
issued during the year under review.

Save as the disclosed above, neither the Company nor itS B EXHEEEN KA EMBAGREBE-Z
subsidiaries has purchased, sold or redeemed any of any of the —RE+-A=+—HrERNHEES  PEED
Company’s listed securities during the year ended 31 December — Zx A &F{a]_ L% o

2015.
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MAJOR SUPPLIERS AND CUSTOMERS

During the year, the largest and top five customers of the Group
accounted for approximately 59% and 100% of the total revenue
of the Group, respectively (2014: 96% and 98% respectively).

The aggregate purchases during the year attributable to the
Group's largest and top five suppliers were approximately 53%
and 100% of the Group's total purchase respectively (2014: 85%
and 98% respectively).

During the year, to the best of the Directors’ knowledge, none
of the Directors, senior management or their respective close
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.

CONNECTED TRANSACTIONS

The related party transaction disclosed in note 36(a) to the
consolidated financial statements were connected transaction
under Chapter 14A of the Listing Rules. However, since all the
relevant percentage ratios in respect of the transaction were
less than 0.1%, the transaction fell within de-minimis exemption
under 14A.76 of the Listing Rules and were exempted from the
annual review, disclosure and shareholders’ approval
requirements. Other related party transactions taken place in
2015 which were disclosed in note 36 to the consolidated
financial statements did not constitute connected transactions
of the Company under Chapter 14A of the Listing Rules.

PERMITTED INDEMNITY

The Company’s Articles of Association provides that every
Director shall be indemnified out of the funds of the Company
against all liabilities incurred by him as such Director in
defending any proceedings, whether civil or criminal, in which
judgment is given in his favour, or in which he is acquitted, or in
connection with any application under the Ordinance in which
relief from liability is granted to him by the Court. In addition,
liability insurance for directors of the Company is maintained by
the Company with appropriate coverage for certain legal
actions against the Directors.
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COMPLIANCE WITH LAWS AND REGULATIONS
During the year, there was no material breach of or non-
compliance with the applicable laws and regulations by the
Group.

PUBLIC FLOAT

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 Annual Report,
the Company maintained a sufficient public float of not less
than 25% of the Company’s total issued share capital held by
the public.

AUDITOR

The financial statements for the year ended 31 December 2015
have been audited by Baker Tilly Hong Kong Limited. A
resolution will be submitted at the forthcoming annual general
meeting of the Company to re-appoint Baker Tilly Hong Kong
Limited as auditors of the Company. There has been no change
in the auditors of the Company in the recent three years.

On behalf of the Board

Ding He Mining Holdings Limited
Du Jian Jun

Chairman and Executive Director

Hong Kong, 31 March 2016
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BAKER TILLY
HONG KONG K7 its

Independent auditor’s report to the members of
Ding He Mining Holdings Limited
RAMBEEZRERAA

(formerly known as CVM Minerals Limited)
(Incorporated in Hong Kong with limited liability)

We were engaged to audit the consolidated financial statements
of Ding He Mining Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”), set out on
pages 78 to 208, which comprise the consolidated statement of
financial position as at 31 December 2015, and the consolidated
statement of profit or loss, the consolidated statement of profit
or loss and other 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.
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INDEPENDENT AUDITOR’S REPORT

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 405 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 section, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit
opinion.

BASIS FOR DISCLAIMER OF OPINION
1. Opening balances and corresponding figures

The consolidated financial statements of the Group for the
year ended 31 December 2014, which forms the basis for
the corresponding figures presented in the current year’s
consolidated financial statements, was qualified because
of the significance of the possible effect of the limitations
on the scope of the audit in relation to the (a) valuations
of exploration and evaluation assets, goodwill and
property, plant and equipment and associated deferred
tax liabilities; (b) turnover, trade receivables, cost of
inventories sold, inventories and accumulated losses
derived by the mineral water operation in the People’s
Republic of China (the “PRC"); (¢) fair value and/or carrying
amounts of the liability component and the convertible
bond equity reserve of the convertible bonds; and (d)
material fundamental uncertainties in relation to the going
concern basis of presentation of the consolidated financial
statements. Details of the qualified audit opinions were
set out in the independent auditor’s report dated 31
March 2015 and included in the Company’s annual report
for the year ended 31 December 2014.
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We were unable to obtain sufficient appropriate audit
evidence to enable us to assess the limitation of scope for
the year ended 31 December 2014. Any adjustments
found to be necessary to the opening balances as at 1
January 2015 may affect the balance of accumulated
losses as at 1 January 2015 and the operating results and
related disclosures in the notes to the consolidated
financial statements of the Group for the year ended 31
December 2015. The comparative figures showed in the
consolidated financial statements may not be comparable
with the figures for the current year.

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

During the year 2015, 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 the Republic of Indonesia
(“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), 15 and 17 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 operation is 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 2015 are: (a) exploration and evaluation assets
with an aggregate carrying value of HK$37,399,285 (2014:
HK$41,660,400); (b) goodwill arising from business
combinations with an aggregate carrying value of HK$Nil
(2014 HK$NIl); (c) property, plant and equipment,
including the interest in leasehold land, with an aggregate
carrying value of HK$181,044,320 (2014: HK$245,271,306),
and (d) deferred tax liabilities associated with the fair
value adjustment on the exploration and evaluation assets
of HK$7,952,143 (2014: HK$8,568,647).
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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’s
management has assessed the recoverable amounts of
these assets as at the end of the reporting period. As
defined in HKAS 36, the recoverable amount of an asset is
the higher of its fair value less costs of disposal and its
value in use. The Group’s management was unable to find
comparable recent transactions in similar extractive
assets to determine the fair value less cost of disposal of
these assets. As an alternative, the Group’s management
estimated the value in use as the recoverable amounts of
these assets.

In respect of the cash-generating unit (“CGU") for mining
of dolomite and manufacture of magnesium ingots, we
understand that the board of directors has updated
business plans for this CGU and performed their own
annual impairment assessment based on internal cash
flow projections. However, we are unable to obtain from
management any updated business plans and evidence in
evaluating the estimated value in use to consider the
recoverable amount of this CGU.

In respect of the CGUs for exploration for iron ore, coal
and manganese and extraction and bottling of mineral
water, the Group appointed an independent valuer, GC
Appraisals Services Company Limited (“GC Appraisals” or
“the Valuer”) to perform valuations to assess the value in
use of these CGUs as at the end of the reporting period.
The value in use estimations are prepared using an
income-based approach and is based on the estimated
reserves of these extractive sites from outdated technical
reports prepared in prior years (“Technical Reports”) and
assumptions as to the Group's ability to explore for these
mineral resources, particularly exploration for manganese
in Indonesia and to operate the plants for production of
bottled mineral water in the PRC.

As a result, impairment losses on (a) exploration and
evaluation assets of HK$3,736,391 (2014: HK$108,208,053),
(b) goodwill of HK$NIl (2014: HKS$NIl); and (c) property,
plant and equipment, including the interest in leasehold
land, of HK$Nil (2014: HK$133,834,320) have been
recognised and included in other operating expenses in
the consolidated statement of profit or loss for the year.
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Taking into consideration that the Group has not incurred
any exploration and evaluation expenditures on these
extractive operations since 2012 due to financial
constraints and still unable to obtain up-to-date technical
data for those remaining 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 value in use
estimations prepared for financial reporting purposes. In
addition, we consider that the technical data in the
Technical Reports used to prepare the value in use
estimations 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 of the
resources under the relevant mining permits and to
operate the plants for production of magnesium ingots
and bottled mineral water in Malaysia and the PRC,
respectively. As further disclosed in note 15(c) to the
consolidated financial statements, PT. Laksbang
Mediatama (“PTLM") holds a production operation mining
permit for manganese (“Mining Permit”) and PTLM lost
contact with its legal representatives in 2012. During the
year ended 31 December 2014, PTLM received warning
letter from Trade and Energy Industries of Resource of
Minerals Office Government of Kulon Progo Regency
reminding PTLM to immediate implement its obligations
as the holder of Mining Permit by submitting the tax form
and reporting of PTLM's status to the relevant Indonesian
authority with the legal representatives’ signatures, not
later than one month from the date of the letter.
Afterwards, the management of the Company reiterated
that it is currently undergoing management restructuring
and therefore all activities are currently being suspended
temporarily until the management restructuring is
completed. Besides, once the management restructuring
has been completed, PTLM will resume with investment
and other mining activities. Due to previous failure in
calling for extraordinary meetings for appointing new
directors and legal representatives to the board of PTLM,
PTLM had applied to the Court in Yogyakarta for a court
ruling on the appointment of re-nominated directors and
replacement of legal representatives. In the same year,
court judgement stipulated that the holding company of
PTLM could organize an Extraordinary General Meeting of
shareholders to undergo the re-nomination of the legal
representative ("EGM”). The EGM and the re-nomination
of the legal representative according to the relevant legal
requirement of Indonesia are still in process as at the
approval date of the consolidated financial statements.
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Accordingly, we are unable to assess whether the
recoverable amounts of these assets at the end of the
reporting period are reliably measured and the feasibility
of these operations. 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
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 liabilities of the Group and on its loss for the
current year.

Scope limitation: fair value and/or carrying
amounts of the liability component and the
convertible bond equity reserve of the
convertible bonds

As disclosed in notes 25(a) to the consolidated financial
statements, the maturity date of the five principal amounts
of outstanding convertible bonds of HK$NIil (“First Tranche
Bonds"), HK$12,000,000 (“Second Tranche Bonds”), HKS$Nil
(“Third Tranche Bonds”), HK$10,000,000 (“Fourth Tranche
Bonds”) and HK$7,000,000 (“Fifth Tranche Bonds”) is 1
December 2014, 29 December 2014, 9 January 2015, 4
March 2015 and 22 March 2015 respectively. The above
outstanding aggregate principal amount of HK$29,000,000
is collectively referred to as the “Matured Bonds”. As at 31
December 2015, all the Matured Bonds were defaulted
and due for repayments. The directors of the Company
represented that (i) the Company is currently in the course
of arm’s length negotiations with the holders of the
Matured Bonds in relation to, among others, the possible
extension of the Matured Bonds and other possible
alteration of terms of the Matured Bonds (“Proposed
Alteration”); (i) as negotiated with the holders of the
Matured Bonds, they verbally agreed not to redeem the
Matured Bonds until the Proposed Alteration is confirmed;
and (i) the interest on the Matured Bonds will continue to
be payable by the Company until the date of redemption
pursuant to the terms of the Matured Bonds. As at the
approval date of the consolidated financial statements, the
Proposed Alteration of these Matured Bonds have not
been fixed and confirmed yet.
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During our audit of the consolidated financial statements for the
year ended 31 December 2015, we were not provided with
sufficient appropriate audit evidence that we considered
necessary for the assessment of the fair value and/or carrying
amount of the Matured Bonds.

As defined in Hong Kong Accounting Standard 39 “Financial
Instruments: Recognition and Measurement” ("HKAS 39") issued
by the HKICPA, an exchange between an existing borrower and
lender of debt instruments with substantially different terms
shall be accounted for as an extinguishment of the original
financial liability and the recognition of a new financial liability,
of which the difference between the respective carrying
amounts is recognised in profit or loss. Similarly, a substantial
modification of the terms of an existing financial liability or a
part of it (whether or not attributable to the financial difficulty of
the debtor) shall be accounted for as an extinguishment of the
original financial liability and the recognition of a new financial
liability, of which the difference between the respective carrying
amounts is recognised in profit or loss. In respect of the First
Tranche Bonds, Second Tranche Bonds, Third Tranche Bonds,
Fourth Tranche Bonds and Fifth Tranche Bonds, they have been
defaulted since 1 December 2014, 29 December 2014, 9 January
2015, 4 March 2015 and 22 March 2015 respectively. Since the
Proposed Alteration have not been fixed and confirmed up to
the approval date of the consolidated financial statements, we
have not been able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion. In addition,
taking into consideration that the carrying amounts of the
Matured Bonds exclude the assumptions as to the Proposed
Alteration as at 31 December 2015, the fair value of the liability
component together with the gain/loss arising from the
extinguishment of the original financial liability and the
recognition of a new financial liability (if any) of the Matured
Bonds as required by HKAS 39 are unable to be reliably
measured.

Accordingly, we are unable to assess whether the fair value
and/or carrying amounts of the liability component and
convertible bond equity reserve of the Matured Bonds 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 fair value and/or carrying amounts
of the liability component and the convertible bond equity
reserve of the Matured Bonds 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
liabilities of the Group and on its loss for the current year.
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Scope limitation: fair value and/or carrying
amount of the secured bank loans

As disclosed in note 26 to the consolidated financial
statements, the Group have defaulted the agreed
repayment schedule of the secured bank loans during the
year ended 31 December 2015. On 26 June 2015, the
Group accepted the latest restructuring proposal (“Latest
Restructuring Proposal”) offered by Bank Kerjasama
Rakyat Malaysia Berhad. The completion of the Latest
Restructuring Proposal may result in adjustments being
made to the fair value and/or carrying amount of the
secured bank loans and the interest thereon and any
other charges arose as a result of the default, the final
results of which is uncertain as at the date of approval of
the consolidated financial statements.

As defined in HKAS 39 issued by the HKICPA, an exchange
between an existing borrower and lender of debt
instruments with substantially different terms shall be
accounted for as an extinguishment of the original
financial liability and the recognition of a new financial
liability, of which the difference between the respective
carrying amounts is recognised in profit or loss. Similarly,
a substantial modification of the terms of an existing
financial liability or a part of it (whether or not attributable
to the financial difficulty of the debtor) shall be accounted
for as an extinguishment of the original financial liability
and the recognition of a new financial liability, of which
the difference between the respective carrying amounts
is recognised in profit or loss. Since the completion of the
Latest Restructuring Proposal in respect of the final
settlement of the secured bank loans is uncertain up to
the approval date of the consolidated financial
statements, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit
opinion.

4.
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Accordingly, we are unable to assess whether the fair
value and/or carrying amount of the secured bank loans
at the end of the reporting period are reliably measured,
and the interest thereon and any other charges arose as a
result of the default. There are no alternative audit
procedures that we could perform to satisfy ourselves as
to whether the fair value and/or carrying amounts of the
secured bank loans and the interest thereon and any
other charges arose as a result of the default 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 liabilities of the Group and
on its loss for the current year.

Scope Limitation: material fundamental
uncertainties relating to the going concern
basis of presentation of the consolidated
financial statements

As disclosed in note 2(b) to the consolidated financial
statements, the Group has encountered a number of
circumstances giving rise to material fundamental
uncertainties. The Group is principally sustained in its
daily operations by bank loans, convertible bonds and
placing of shares. The Group is 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 appropriate 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 near future. The existence of these
material fundamental uncertainties casts significant doubt
on the Group'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 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
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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INDEPENDENT AUDITOR’S REPORT

DISCLAIMER OF OPINION

Because of the significance of the matters described in the
basis for disclaimer of opinion section, 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 financial position of the
Group as at 31 December 2015 and of its financial performance
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.

Report on matters under section 407(2) and
407(3) 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 were unable to determine whether adequate
accounting records had been kept; and

— we have not obtained all the information and explanations
that, to the best of our knowledge and belief, are
necessary and material for the purpose of our audit.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong, 31 March 2016

Choi Kwong Yu

Practising certificate number P05071

31 March 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
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For the year ended 31 December 2015 EZ2—F—AF 1+ =-A=+—HIFFEF

Turnover
Cost of sales

Gross loss

Other revenue

Other net (losses)/gains

Selling and distribution expenses
Administrative expenses

Loss from operations
Finance costs
Other operating expenses

Loss before taxation
Income tax credit

Loss for the year

Attributable to:
Owners of the Company
Non-controlling interests

Loss for the year

Loss per share

Basic and diluted

CE
SHERA

EE#E

HAb YA

At (B8, Wt F8
HE R X
TR

REER
HAib G &R

BRBiAI &R
PR %

FABR

T ARG
ZAUNEIE Z SN
FEIE R

FRER

BRER

The notes on pages 85 to 208 form part of the consolidated

financial statements.
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11

26,246,238 39,678,262
(42,482,963) (60,591,754)
(16,236,725) (20,913,492)

98,179 370,277
(155,056) 10,490,395
(952,621) (5,462,225)

(42,324,858) (39,559,943)
(59,571,081) (55,074,988)
(45,492,651) (50,952,015)
(13,886,428) (243,810,022)
(118,950,160) (349,837,025)
565,263 23,351,259
(118,384,897) (326,485,766)
(110,997,358) (279,819,910)
(7,387,539) (46,665,856)
(118,384,897) (326,485,766)
(3.29 centsfili)  (14.27 centsfll)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COI\/IPREHENSIVE INCOME
HAtt 2 H W@ R

For the year ended 31 December 2015 ﬁifgiﬁ/#ﬁ‘/»—ﬁ: +—HIFFE

o

nv. \

(Expressed in Hong Kong dollars) (LA T 2118 )

Loss for the year

Other comprehensive loss
for the year

Items that have been reclassified or
may be reclassified subsequently
to profit or loss:

— Exchange differences on
translation of financial
statements of overseas
subsidiaries, net of tax

— Reclassification of other
comprehensive income
upon disposal of overseas
subsidiaries

Total comprehensive loss
for the year

Attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive loss
for the year

The notes on pages 85 to 208 form part of the consolidated

financial statements.

FRER

FREMEEESE

SR HiET e EF N LA
ZIBmMIER -

— REIGINEA R]
BT RR A E
ER - HIRPIA

— HEBINNB AR
B EEM
2EYE
32

FREEERAHE

PPN
EN/NCIEZ 2SN
FEFERR M

FRAZEERAE

(118,384,897) (326,485,766)
35,255,184 3,027,119
= (1,522,118)
(83,129,713) (324,980,765)
(76,940,835) (277,777,582)
(6,188,878) (47,203,183)
(83,129,713) (324,980,765)

£ 85 E 208 EFTEIMI i AR A B SR —a#B1D ©
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
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At 31 December 2015 R—E—HE+—-A=+—H

(Expressed in Hong Kong dollars) (LA T 51/1E)

Non-current assets
Property, plant and equipment
— Property, plant and equipment

— Interests in leasehold land held for own

use under operating leases

Deposits paid for acquisition of property,

plant and equipment
Goodwill
Exploration and evaluation assets
Mining deposit

Current assets
Inventories
Trade receivables

Prepayments, deposits and
other receivables
Amounts due from related parties

Tax recoverable

Pledged deposits
Cash and cash equivalents

Current liabilities

Trade and other payables
Obligations under finance leases
Amount due to a director
Amounts due to related parties
Convertible bonds

Bank loans — secured

Unsecured loans from third parties
Tax payable

Net current liabilities

Total assets less current liabilities

FRBEE
ERN VN
— W% BELERE
— REKEHEERE
BREE TR

WM - BB Mk
[RARE: A
5k
BRRFHEEE
REEe

REBEE

e

& Y AR 3R

FAUWHRIE - e M EMEK
A

JEU A 77 7R
QG

ERLNED A
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RBAE

FERT BRI oAb FE (S 3B
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EN —REERA
FEATRRE 5 FUA
AR E
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R E = EIEEER
e TR 18

RBREEFE

REERRBAR
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13

14
15
16

18(a)
19

20
24

21

22
23
24
24
25
26
27

177,870,889 239,763,035
3,173,431 5,508,271
9,866,833 B

37,399,285 41,660,400
162,367 199,778
228,472,805 287,131,484
= 3,714,563

177,489 2,854,282
3,647,537 1,567,332
475,426 36,391
3,280 -

= 2,735
11,964,081 378,935
16,267,813 8,554,238
37,441,499 105,108,868
174,814 315,456
347 138,000
2,416,399 4,398,961
29,000,000 94,278,123

260,423,032 381,392,173

1,800,000 -

= 278,451
331,256,091 585,910,032
(314,988,278) (577,355,794)
(86,515,473) (290,224,310)




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e BB R

At 31 December 2015 R —FE—HF+-A=1+—H
(Expressed in Hong Kong dollars) (LA T 2118 )

Non-current liabilities
Obligations under finance leases
Deferred tax liabilities

Net liabilities

Capital and reserves

Share capital

Convertible preference shares

Reserves

Total deficit attributable to owners
of the Company
Non-controlling interests

Total deficit

Approved and authorised for issue by the board of directors on

31 March 2016.

The notes on pages 85 to 208 form part of the consolidated
financial statements.

FRBEME
MEBERE
BLERBRAE

BEFH

EX kit
A
AT AR S
G

ARREE ARG

BIRAE
SR S

BRARE

23 51,005 260,030
28 7,952,143 8,568,647
8,003,148 8,828,677

(94,518,621) (299,052,987)

29
1,367,875,301 989,710,234
= 90,500,988
(1,461,719,130)  (1,384,778,295)

(93,843,829) (304,567,073)
(674,792) 5,514,086

(94,518,621) (299,052,987)

BEEGN_T—RF=ZA=T—HIERRKETE -

Leung Wai Kwan
RUEE
Director
2
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
MEEEmEER

For the year ended 31 December 2015 BZE—FE—AF+-HA=1+—HILFE
(Expressed in Hong Kong dollars) (LA T Z1E)

Attributable to owners of the Company
ADIRAAEL

Convertible Convertible Non- Total
Share Share  preference  Exchange Capital  bond equity Other  Accumulated controlling equity/
capital ~ premium shares reserve reserve reserve reserve losses Total interests (deficit)

DL TARES it
Ba  BiEE E1R ; Eagk Btk 4% FERES
HKS HKS

At1 January 2014 W-F-MF-A-A 160818427 690145419 - N8 13813 29331806 30856527 (1198780963 (256036867 51453710 (204,583,157)
Changes in equity for 2014 —F-IERRES:
Loss for the year EREE - - - - - - - 98990 (79819910 (665856  (326485,766)
Oter comprefensive loss ifprEEE - - - 20038 - - - - 2003 (537300 1505001

Total comprefensive loss FheEEREE

forthe year - - - 2042308 - - - (R899I (47,203,183 (324.980,765)
Disposal ofsubsidaries HEHBAR ) - - - - - - - - SR 1263559
Transttion to no-parvalue regime  R=E-ME=A=A

0n3March 2014 BREEREHE B 60145419 (690,145419) - - - - - - - - -
Shaes ssled pursuant fo RERARER

ashare placing IRG Bl 850 - - - - - - -850 - 50
Shares issued pursuantoloan— BEEFEAILA

Capitalisation BIHRH 2010 90,500,988 - 90500988 - - - - - 181001976 - 181001976
{31 December 2014 W-F-REF+-A=1-A 989,710,234 - 90500988 32,296,049 133813 2331806 30856527 (1478600873 (304.567,073) 591408 (299,052987)
At 1 January 2015 WZE-R%5-A-8 989,710,234 - 90500988 32,296,049 133813 2331806 30856520 (1478600873 (304.567,073) 591408 (299,052987)
Changes in equity for 2015  —S-HEEREE:

Loss for the year EMER - - - - - - S (09973 (099738 (TS (118.38897)
Other comprefiensive loss Ap2ERE - - - 0B - - - - NBEB 1198681 32558

Total comprenensive oss EhREEREE
forthe year - - - 30553 - - - (109738 (896083%) (6188878 (8319713

Conversion of convertble SETARERR

Dreference shares 90,500,988 - (90500988) - - - - - - - -
Shares issued pursuantto EERDEETETHRR

ashare placing 2000 109,935,500 - - - - - - - 109935500 - 109935500
Shaes ssued pursuant fo REAREEREINRG

an open offer 200 17778519 - - - - - - - 7859 - 78579
Redemptions of convertle bonds BT £ & - - - - - T3 - AT - - -
{31 December 2015 RZE-RET-A=-A 1367875301 - - 661251 133,13 7558200 30856527 (1567824565 (938438%9) (674792 (94518621)

The notes on pages 85 to 208 form part of the consolidated 2585 % 208 & P&t i Ak & B 7wk — 2015 -
financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FmEEEMER

For the year ended 31 December 2015 2 —F—AF 1+ -A=+—HIFFE

(Expressed in Hong Kong dollars) (LA T 2118 )

Operating activities REXK
Loss before taxation bR AT E R (118,950,160) (349,837,025)
Adjustments for: FEIEE -
— Amortisation of interests in — RBGCEHERFE
leasehold land held for own use BAMBEE LM
under operating leases e 7(d) 3,675 129,465
— Depreciation — e 7(d) 17,862,588 23,572,035
— Finance costs — BB AR 7() 45,492,651 50,952,015
— Foreign exchange (gains)/losses —EX (k=) EiE (6,072,867) 2,996,273
— Gain on disposal of subsidiaries — HEMB AR 6 = (10,471,934)
— Impairment of exploration and — R REEERE
evaluation assets 7(C) 3,736,391 108,208,053
— Impairment of interests in leasehold ~ — IRIBLLTEE=1E
land held for own use under EAMEE T R
operating leases RE 7(c) - 2,858,305
— Impairment of other receivables — B EIE R
and prepayments B RERE 7(c) 3,000,000 1,767,649
— Impairment of property, plant and —ME - BB &EE
equipment DERIE] 7(c) = 130,976,015
— Interest income — F M A 5 (6,657) 4,619
— Write down of inventories — TFEHUR 18(b) - 1,082,237
— Write off of property, plant and —WE - BE KR EME
equipment 7(C) 4,950,550 -
— Write off of inventories — FEMHE 7(c) 2,199,487 .
Operating loss before changes in BEESEEA
working capital KREEHE (47,784,342) (37,771,531)
Decrease in inventories FERD 1,515,076 591,973
Decrease/(increase) in trade receivables  FEUBRE R~ (3E40) 2,676,793 (2,419,495)
(Increase)/decrease in prepayments, TR IR ~ e R EAM
deposits and other receivables FEW R IE (3 ), (5,080,205) 7,525,778
(Decrease)/increase in trade and JETBRFR M EoAth
other payables FEAT5RIE CRiA) /1N (3,617,850) 10,362,335
(Decrease)/increase in accounts with HEERRE OR)
related parties (406,268) 117,591
Decrease in account with a director H—FESERERD (137,653) (490,790)
Cash used in operating activities REELKBHABRS (52,834,449) (22,084,139)
Tax paid EfHE (332,972) (212,856)
Net cash used in operating activities & XL E AR LT (53,167,421) (22,296,995)
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CONSOLlDATED STATEMENT OF CASH FLOWS
n‘/-ﬁ IE%/)ILE%%

For the year ended 31 December 2015 B Z - FE—AF+-HA=+—HILFZ
(Expressed in Hong Kong dollars) (LA T 51/1E)

Investing activities REXK
Decrease in pledged deposits G FEOR LD 2,735 233
Deposits paid for acquisition of s 2 - B &

property, plant and equipment HEENES (9,866,833) -
Payment for purchase of property, BAME  BER

plant and equipment REFTK (85,650) (6,252,098)
Interest received [mAL & IPSN 5 6,657 4,619
Net cash used in investing activities REXKE AR L THE (9,943,091) (6,247,246)
Financing activities R
Redemptions of convertible bonds F& [0 AT #R AR AR ST iR (70,250,214) =
Repayments of secured bank loans BEARMEITER (49,548,417) -
Repayments of unsecured loans from BiEk B %5 =H e EKT

third parties B (43,200,000) -
Capital element of finance lease ENRERERESM

rentals paid B AREB D (349,667) (435,018)
Proceeds from unsecured loans from REE= T EEHRERE

third parties FriS 58 45,000,000 -
Proceeds from a share placing, net of f& (7 Be & AT 1S 308

expenses incurred (FNBREAER SE) 29(b)(0) 109,935,500 48,245,400
Proceeds from an open offer, net of NHBEEMSHIE

expenses incurred (HBRELERAY) 29(b)() 177,728,579 =
Decrease in amounts due to related parties f& <t 848 77 ZUIER (2,015,329) (2,086,565)
Proceeds from the disposal of subsidiaries H & HiE R 7l S a0E 32 - 7,756,820
Interest on finance lease rentals paid ENBEHRERSMNTE (20,077) (42,653)
Interest paid EARFE (92,575,960) (24,954,259)
Net cash generated from RMEXBRERSTH

financing activities 74,704,415 28,483,725
Net increase/(decrease) in cash ReRBRESEEY

and cash equivalents #hn, GRd) T8 11,593,903 (60,516)
Cash and cash equivalents at FUERERESEEY

beginning of the year 378,935 430,130
Effect of foreign exchange rate R E 25

changes (8,757) 9,321

cash and cash equivalents at end FRESRESEEY
of the year 11,964,081 378,935

The notes on pages 85 to 208 form part of the consolidated %5 85 % 208 B fFr#ifit st A4 B iR — 30 -
financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

COMPANY INFORMATION

Ding He Mining Holdings Limited (the “Company”) is a
company incorporated and domiciled in Hong Kong. The
address of its registered office is Flat B, 21/F., Neich
Tower, 128 Gloucester 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
Lumpur, 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.

STATEMENT OF COMPLIANCE AND BASIS

OF PREPARATION

(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 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”).

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

e MR MR

RAEEHR
SNBEEZERERARDNTARAAFTDR—HEARE
B R BRI AT o Rt EEiit s
BBEBTETITEB128FEERNE2I1EBE - &
* E & ¥ i B 4k A 3/F, Wisma Ho Wah
Genting, No. 35, Jalan Maharajalela, 50150 Kuala
Lumpur, Malaysia * " AGRDIEE BB ER S
FrER AR ([EEAZAT D) FR 7T -

RAPBRERBRREARRRENE AR (G A
KE]) - ARFIENEREERER - HHE
RAZFBEBHNGAPBHRRME7 -
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(@) EHIEH
FAEMBHRRIBREEEEFMAS(E
BRI AR ) IRMGHAEEREEY
BHRELAN(EEMBRESLER ] HE
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BB HRIT TR MER LmARR (£
mRAID B EREERE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERAR MR

2

86

STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

(a)

(b)

Statement of compliance (continued)

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. 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 for the current and
prior accounting periods reflected in the
consolidated financial statements.

Basis of preparation of the 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

2 STATEMENT OF COMPLIANCE AND BASIS 2
OF PREPARATION (continuea)
(b) Basis of preparation of the consolidated (b)

BHBRARRRERE &)

REMBBRRNERERE (&)

financial statements (continued)

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 37.

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$110,997,358 (2014: HK$279,819,910) for
the year ended 31 December 2015 and, as of
that date, the Group’s current liabilities
exceeded its current assets by
HK$314,988,278 (2014: HK$577,355,794);

(i) At 31 December 2015, the Group has cash and
cash equivalents of HK$11,964,081 (2014
HK$378,935) which is insufficient to settle all
the current liabilities, they mainly included
accrued salaries of HK$3,189,592 (2014
HK$2,800,027) payables due in the immediate
month, accrued interest on convertible bonds
of HK$2,979,773 (2014: HK$6,852,144); and
committed to contract for of HK$14,244,500
(2014: HK$17,526,584) in the Group's capital
commitments,

(i) As explained in Note 13(b) to the consolidated
financial statements, the production plant in
Malaysia was suspended since the year ended
31 December 2012;
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STATEMENT OF COMPLIANCE AND BASIS

OF PREPARATION (continued)

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

(iv)

As detailed in Notes 15(b) and 15(c) to the
consolidated financial statements, there were
no exploration activities conducted in the year
ended 31 December 2015 for coal and
manganese. This was because the Group is
trying to reallocate its limited cash resources
to other prospective business segments;

As explained in Notes 15(c) and 17 to the
consolidated financial statements, the Group
lost contact with the legal representatives of
PT. Laksbang Mediatama ("PTLM") in prior
years and the re-nomination of the legal
representatives has not yet been completed.
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 and might impact the
fulfillment of the obligations of PTLM in
respect of its production operation mining
permit for manganese and any other
government regulations it would be subject to.
The operations and future profitability of the
Group might be affected by the loss of contact
with the PTLM's legal representatives;

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

2

BHBRARRRERE #)

(b)

ma

(iv)

MBRERNRMREE (&)

FANAR A B 75 #R 3= M 3T 15(0) K 15(C)
et =2 —RHF+=A
“t+—BLEFETERERRIGE
THHES AR AEBIER
EREFOREERMASERE
HiBENERSD

AN ER A B TS ¥R 3R I RE15(0) &R 17 B
it - RNEE R BT FEEPT. Laksbang
Mediatama ([PTLM ) A R R 5= 2k 2=
G4 B RTERERREBEER
£ o PIIMEBALAENE AT A EEAC &
FHAAFE  WSPIIMK B E & &
REREEBIPE A=A kAL - WA RER
ZPIIMETTABH @ EEL EFR
BT A RE AT AR At E A BB STV BUT
HOIMEAE - REBEREBFRAKRRE
Flge hei & FEPTIME AR R K
EEHEM SRR 2



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)
(b) Basis of preparation of the consolidated
financial statements (continued)

(Vi)

As detailed in Note 25(a) to the consolidated
financial statements, the outstanding
aggregate principal amount of convertible
bonds of HK$29,000,000 (the “Matured
Bonds") following the non-redemptions of First
Tranche Bonds, Second Tranche Bonds, Third
Tranche Bonds, Fourth Bonds and Fifth
Tranche Bonds on 1 December 2014, 29
December 2014, 9 January 2015, 4 March 2015
and 22 March 2015, respectively, all the
Matured Bonds were defaulted and due for
repayments as at 31 December 2015. The
directors of the Company represented that (i)
the Company is currently in the course of
arm'’s length negotiations with the holders of
the Matured Bonds in relation to, among
others, the possible extension of the Matured
Bonds and other possible alteration of terms
of the Matured Bonds (“Proposed Alteration”),
(i) as negotiated with the holders of the
Matured Bonds, they verbally agreed not to
redeem the Matured Bonds until the Proposed
Alteration is confirmed; and (iii) the interest on
the Matured Bonds will continue to be payable
by the Company until the date of redemption
pursuant to the terms of the Matured Bonds.
The interest thereon is approximately
HK$2,979,773 for the year ended 31 December
2015. As at the approval date of the
consolidated financial statements, the
Proposed Alteration have not been fixed and
confirmed yet.
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STATEMENT OF COMPLIANCE AND BASIS

OF PREPARATION (continued)

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

(vii)

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

As detailed in Note 26 to the consolidated
financial statements, secured bank loans of
HK$260,423,032 (2014: HK$381,392,173) are
already due for repayment as the Company’s
wholly-owned subsidiary, CYM Magnesium
Sdn. Bhd. ("CVMSB") is unable to fulfill the
covenants set out in the facilities agreement.
On 26 June 2015, the Group accepted the
latest restructuring proposal offered by Bank
Kerjasama Rakyat Malaysia Berhad (“Bank
Rakyat”). Pursuant to which, the total amount
owed and repayable to Bank Rakyat by CVMSB
agreed to be reduced to RM113,040,000
(equivalent to approximately HK$203,932,888)
by means of cash settlements of
RM68,040,000 (equivalent to approximately
HK$122,749,414) and redemption of charged
properties for RM45,000,000 (equivalent to
approximately HK$81,183,475). The first cash
repayment of RM11,300,000 (equivalent to
approximately HK$20,386,073) was settled by
the Group on 2 July 2015 within 7 working
days from 26 June 2015 and the remaining
balance of RM56,740,000 (equivalent to
approximately HK$102,363,341) was settled by
the Group on 30 November 2015 as per the
extended settlement deadline. Upon full
repayment of the cash settlements to Bank
Rakyat, CVMSB is entitled to redeem the
charged properties for RM45,000,000
(equivalent to approximately HK$81,183,475).
The redemption shall take place within six
months from 26 June 2015 and at the
discretion of Bank Rakyat, extend for further
six months if there is a proof of sale provided
by CVMSB. An additional charge calculated at
a rate of 3.85% per annum shall be imposed
on the outstanding balance of RM45,000,000
(equivalent to approximately HK$81,183,475)
after full repayment of the above mentioned
cash settlements and until the full redemption
payment of the charged properties. On 26
November 2015, Bank Rakyat issued a letter to
CVMSB informing CVMSB that Bank Rakyat
has agreed to extend the charged properties’
redemption until 30 June 2016. Accordingly,
from January 2016 onwards, CVMSB is
required to pay a monthly charge of
RM144,375 (equivalent to approximately
HK$260,464) to Bank Rakyat until full
settlement of the redemption payment for the
redemption. On 31 March 2016, the Company
issued a letter to Bank Rakyat for applying an
extension of the submission deadline of the
proof of sale to after 31 March 2016. Any
breach of the above mentioned terms and
conditions shall constitute an event of default
and this revised restructuring proposal shall
be terminated and Bank Rakyat has the right
to proceed with legal actions against CVMSB
and the Company,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)
(b) Basis of preparation of the consolidated
financial statements (continued)
(viii) As detailed in Note 35(a) to the consolidated

(ix)

financial statements, the Company has
corporate guarantees totalling approximately
RM184,600,000 (equivalent to approximately
HK$333,033,000) (2014: RM184,600,000
(equivalent to approximately HK$409,767,000))
to Bank Rakyat in respect of bank loan
facilities granted to CVMSB. As explained in
Note 26 to the consolidated financial
statements, CYMSB has defaulted repayment
of the bank loan facilities. Therefore, a
possible claim might be made against the
Company under the corporate guarantees if
no remedial action is taken by the Company;
and

As detailed in Note 35(b) to the consolidated
financial statements, the bondholders of the
Matured Bonds may without further notice
institute such proceedings as it may think fit
to enforce repayment of the Matured Bonds.

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

)

Subsequent to the end of the reporting period,
the Company had announced on 2 March
2016 that the Company entered into a placing
agreement with the placing agent, pursuant to
which the Company agreed to place up to
1,101,924,000 placing shares to not less than
six independent third parties of the Group at
HK$0.10 per placing share. The maximum net
proceeds arising from the share placing are
estimated to be approximately HK$106.9
million. On 23 March 2016, the Company
entered into a supplemental placing
agreement with the placing agent, both
agreed that the number of placees can be less
than six. Up to the approval date of the
consolidated financial statements, the share
placing is still conditional upon fulfilment of
the conditions set out in the placing
agreements and the Company’s
announcements dated 2 March 2016 and 23
March 2016;
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2 STATEMENT OF COMPLIANCE AND BASIS

OF PREPARATION (continued)

92

(b) Basis of preparation of the consolidated

financial statements (continued)

(I As detailed in Note 26 to the consolidated
financial statements, upon the Group fulfilled
all the terms and conditions in the
restructuring proposal as offered by Bank
Rakyat on 26 June 2015, the total amounts of
bank loans owed and repayable to Bank
Rakyat will be reduced to RM113.0 million
(equivalents to approximately HK$203.9
million), representing loans reduction amount
to approximately RM95.0 million (equivalent to
approximately HK$171.4 million);

() As detailed in Notes 25(a) and 35(b), the Group
is exposed to potential litigations. The Group is
using their best efforts to (i) arrange to
continue to pay the overdue interests to the
bondholders in due course and (i) further re-
negotiate with bondholders for the extension
of maturity dates and Proposed Alteration of
terms of these convertible bonds; and

(IV) The Group is seeking investors or strategic
partners for the Group's projects in Hong
Kong, the PRC and the rest of the world.

The directors of the Company consider that taking
into account of 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 CVMSB and its
indirectly owned subsidiary, geJI| FHEER R B R A A
(Long Chuan Shen Long Mineral Water Co., Ltd.)
("Long Chuan”) and all existing banking facilities will
be continuously available for the Group's use, the
Group 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.
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2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continuea)
(b) Basis of preparation of the consolidated

()

financial statements (continued)

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.
The Group controls an entity when it is exposed, or
has rights, to variable returns from its involvement
with the entity and has the ability to affect those
returns through its power over the entity. When
assessing whether the Group has power, only
substantive rights (held by the Group and other
parties) are considered.

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, transactions, cash
flows 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.
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

(c)

(d)

Subsidiaries and non-controlling interests
(continued)

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 statement of profit or loss and
the consolidated statement of profit or loss and
other 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.

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.

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(h)(iii)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continuea)

(e)

Property, plant and equipment

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

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 3-5years
— 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.

BB MR

n‘/T\

2 BHBHAREREEE

(e)

W l?ﬁ%& S AR AR 25T E ROR
& (M EE2(h)ii) 518

FrEREREN AT AT BFEHAE

AMSE Y 2 - E R B AR A (B kR
HaTRIBREE(WE)) -

— BF 10E 404
— BE K AF104
— AE A0
— RKMREE 104
— BRERME AZFE 10
— FTEHRE 3E54F
— ER%E 254F

IRYE - BB MRk R IR B MM RCER ()

TIZJE’J—IR%HHFE FREERAERESD
=% AREBOEORARITE -
AEEESFRIFTEL  EENTRAY

REFBEEMA)LETELAE

BEAHEDE BELREBRBMESE
1B 2 DA & P S SORF R BLIE B AR (E
ZEHEREE - WX MmEENHE B#R
B RER -

ANNUAL REPORT 43§ 2015 95



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERAR MR

2

96

STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

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.

(f)

)

(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(e). Impairment losses are accounted
for in accordance with the accounting policy
as set out in Note 2(h)(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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continuea)
(f) Leased assets (continued)
(iii) 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.

(g) Exploration and evaluation assets

0]

Exploration and evaluation assets
Exploration and evaluation assets comprises
costs which are directly attributable to:
researching and analysing existing exploration
data; conducting geological studies,
exploratory drilling and sampling; examining
and testing extraction and treatment methods;
and compiling prefeasibility and feasibility
studies. Exploration and evaluation assets also
includes the costs incurred in the entry
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
capitalised if the project is technically and
commercially feasible and the Group has
sufficient resources and the intention to
complete the project. If a project does not
prove viable, all irrecoverable costs associated
with the project are expensed in profit or l0ss.
Capitalised exploration and evaluation
expenditures are stated in the statement of
financial position at cost less accumulated
amortisation and impairment losses (see Note
2(h)(i).

BB MR

n‘/T\

2 BHBHAREREEE)

H HEBEE®HE)

(i)

KEHEER
MASEFERREEEHEREN
BE  ARBENXNHNFEASE
HEANEH R ES i% D H SRR
B - EMAEMTAEERE
MR EE EMEE WS E’]*E‘EE‘J%&
Sho BIBMHEEBTRNBRRER
SEAFHENREE D -

WERIBAEHERFHA T HEIK
ARTERANIR B AR o

(8) #MEKRFEEE

0]

BERRAEEE

BRI EERBBATHEENE
BREKA : IR RO TRE BE
g ETTHENR  BREHK
WOERBRAS ¢ ARl SR ER K B FE 05 0%
R AR E R AT 1T R AT AT IR ST 4R
o HREFIEEENBREAS
Bt s R RSB MR
BFRERSENTE=ZTBRME
EHIRA

I8 B &l k% LAl fT EASK
BAERHMERLEBTKZEAR
A B IR M A ER X B AL - 78
BIIEBE T A1T - RIPA A SIA B AR
P ALRIERK AR B R R FIER
X o BREMBRMFEFE IR
BRI 3R IR B AN R R AT 85 K
REEIR (KRR 2(0)i) F1 R -

ANNUAL REPORT 43§ 2015 97



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 AN
w3

2

98

CUp RS R

STATEMENT OF COMPLIANCE AND BASIS

OF PREPARATION (continued)

(g) Exploration and evaluation assets
(continued)

)

(i)

Exploration and evaluation assets
(continued)

Upon the commencement of quarrying
activities, the capitalised exploration and
evaluation expenditure is amortised using the
straight line method over its estimated useful
life of 20 years. Both the useful life of an asset
and amortisation method are reviewed
annually.

Exploration mining permits acquired in
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).

Subsequent to initial recognition, exploitation
mining permits are stated at cost less
accumulated amortisation and impairment
losses (see Note 2(h)(ii)). 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.

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

2

BHBRARRRERE &)

(®

I

iy

BRRFEEE(E)

(M

(i)

BRRFEEE (&)

REREROEHEK  EXNENBERE
A B SR 20 4R il B AR AR BR i 1
BERORETHEE EENERFR
KT ESF AR -

B OtHKBH B RART T
fc

G O W BB I B 2 ) i i
R B RFARFAE - FIFRER
Yk B M~ FHE (R AR #E

e ©

RV HERRE - WRARFAER
BN R R 5T 3H MORE B 1B AR o
WRFARF A B ENEEREH
(RHEE2(h) - AEESFREE
EFfgIRRPRRERTERERS
RO ERFASRAT Al B HO B AL



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)
(g) Exploration and evaluation assets
(continued)
(iii) Wwater 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(h)(ii)). Water and mining
permits are amortised on a unit-of-production
basis. The units of the water and mining
permits are reviewed annually in accordance
with the production plan of the Group.

(h) Impairment of assets

)

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:

— 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.
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)
Impairment of assets (continued)

(h)

0]

Impairment of receivables (continued)

If any such evidence exists, any impairment
loss is determined, recognised and measured
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.

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 l0ss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continuea)
(h) Impairment of assets (continued)

(i)

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 guantities of mineral resources
and the Group has decided to
discontinue such activities in the specific
area; or

— sufficient data exist to indicate that,
although a development in the specific
area is likely to proceed, the carrying
amount of the exploration and
evaluation asset is unlikely to be
recovered in full from successful
development of by sale.

An impairment loss is recognised in profit or
loss whenever the carrying amount of an
asset exceeds its recoverable amount.
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)
Impairment of assets (continued)

(h)

(iii)

Impairment of other assets

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 interest in leasehold land
classified as being held under an
operating lease;

— investments in subsidiaries, except for
those classified as held for sale; 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.

—  Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its fair value less costs of
disposal 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).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)
Impairment of assets (continued)

(h)

(iii)

Impairment of other assets (continued)

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 of disposal
(if measurable), 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.

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.
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

0)

()

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.

Trade and other receivables

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(h)(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.
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2 STATEMENT OF COMPLIANCE AND BASIS 2
OF PREPARATION (continued)
(k) Convertible bonds (k)

BHBRARRRERE ®)

R ES

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. The interest expense recognised in
profit or loss on the liability component is calculated
using the effective interest method. The equity
component is recognised in the convertible bond
equity reserve until either the bond is converted or
redeemed, and net of any tax effects.

If the bond is converted, the convertible bond equity
reserve, together with the carrying amount of the
liability component at the time of conversion, is
transferred to share capital and share premium as
consideration for the shares issued. If the bond is
redeemed, the convertible bond equity reserve is
released directly to accumulated losses.

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled, or expires.
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

(k)

0

(m)

(n)

Convertible bonds (continued)

When an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and a recognition of a new liability,
and the difference between the respective carrying
amounts is recognised in profit or 10ss.

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 and cash
equivalents 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continuea)
(0) 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.

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 PRC are recognised as an expense in
profit or l0ss as incurred, except to the extent
that they are included in the cost of
inventories not yet recognised as an expense.

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).
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

(p)

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.

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.

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

2

BHBRARRRERE &)

(p)

Frigst
AEFEREREREAMHEEIASEERIE
BEERABNES - AEBIANKELER
HEERBBENNEHERaRER B
HEBSHINEMEARENEERERE
S HERHIAE AR E R D BIR M 2w R
SR E RN ERTER -

AW IR RAF R ERRBARBER
SHMREARAEL LA EFE
R TR IR - DA K 3@ 1 HARE PR A5 75
THEETHE

BELEBIREERBED BIKE AT M E
RRERZRE  REVBHRRABNE
ENBERAEENENER - REBAH
TRE R R AR ABIRE R I & E LR ER
HEE °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

(p)

Income tax (continued)

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.

The limited exceptions to recognition of deferred tax
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.
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

(p)

Income tax (continued)

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:

— inthe case of current tax assets and liabilities,
the Group or the Company intends either to
settle on a net basis, or to realise the asset
and settle the liability simultaneously; or

— in the 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continuea)
(q) Financial guarantees issued, provisions
and contingent liabilities

)

Financial guarantees issued

Financial guarantees are contracts that require
the issuer (i.e. guarantor) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder
incurs because a specified debtor fails to
make payment when due in accordance with
the terms of a debt instrument.

Where the Group issues a financial guarantee,
the fair value of the guarantee (being the
transaction price, unless the fair value can
otherwise be reliably estimated) is initially
recognised as deferred income within other
payables and accruals. Where consideration is
received or receivable for the issuance of the
guarantee, the consideration is recognised in
accordance with the Group’s policies
applicable to that category of asset. Where no
such consideration is received or receivable,
an immediate expense is recognised in profit
or loss on initial recognition of any deferred
income.

The amount of the guarantee initially
recognised as deferred income is amortised in
profit or loss over the term of the guarantee
as income from financial guarantees issued. In
addition, provision are recognised in
accordance with note 2(qg)(ii) if and when (i) it
becomes probable that the holder of the
guarantee will call upon the Group under the
guarantee, and (ii) the amount of that claim on
the Group is expected to exceed the amount
currently carried in other payables and
accruals in respect of that guarantee i.e. the
amount initially recognised, less accumulated
amortisation.
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)
(q) Financial guarantees issued, provisions

()

and contingent liabilities (continued)

(ii) Other provisions and contingent
liabilities
Provisions are recognised for liabilities of
uncertain timing or amount when the Group
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.

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.
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

r

(s)

Revenue recognition (continued)

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

(iii) 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continued)

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.

(t)

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

(i)

(if)

0

has control or joint control over the
Group;

has significant influence over the Group;
or

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

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).

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).

Both entities are joint ventures of the
same third party.

One entity is a joint venture of a third
entity and the other entity is an
associate of the third entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 STATEMENT OF COMPLIANCE AND BASIS
OF PREPARATION (continuea)
(u) Related parties (continued)

(v)

(i) An entity is related to the Group if any of the
following conditions applies: (continued)

(V) The entity is a post-employment benefit
plan for the benefit of employees of
either the Group or an entity related to
the Group.

(V) The entity is controlled or jointly
controlled by a person identified in ().

A person identified in (i)()) has significant
influence over the entity or is a member
of the key management personnel of the
entity (or of a parent of the entity).

(V) The entity, or any member of a group of
which it is a part, provides key
management personnel services to the
Group or to the Group's parent.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued the following amendments to
HKFRSs that are first effective for the current accounting
period of the Group:

— Amendments to HKAS 19, Employee benefits:
Defined benefit plans: Employee contributions

— Annual improvements to HKFRSs 2010-2012 cycle

— Annual improvements to HKFRSs 2011-2013 cycle

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period. Impacts of the adoption of the
amended HKFRSs are discussed below:

Amendments to HKAS 19, Employee benéefits:
Defined benefit plans: Employee contributions
The amendments introduce a relief to reduce the
complexity of accounting for certain contributions from
employees or third parties under defined benefit plans.
When the contributions are eligible for the practical
expedient provided by the amendments, a company is
allowed to recognise the contributions as a reduction of
the service cost in the period in which the related service
is rendered, instead of including them in calculating the
defined benefit obligation. The amendments do not have
an impact on these consolidated financial statements as
there is no defined benefit plan operated by the Group.

Annual improvements to HKFRSs 2010-2012
cycle and 2011-2013 cycle

These two cycles of annual improvements contain
amendments to nine standards with consequential
amendments to other standards. Among them, HKAS 24,
Related party disclosures has been amended to expand
the definition of a “related party” to include a
management entity that provides key management
personnel services to the reporting entity, and to require
the disclosure of the amounts incurred for obtaining the
key management personnel services provided by the
management entity. These amendments do not have an
impact on the Group's related party disclosures as the
Group does not obtain key management personnel
services from management entities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

TURNOVER

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

Re PR EwRMEE

BEBRFANRET P HE SR RAARYEIA R
MEBERKOHEEE - NFRERR/LERELZ
BEERBAER BT

Sales of bottled mineral water
Sales of magnesium ingots and related
materials

OTHER REVENUE

S E AR R K
HEBE BB

583,596 948,213
25,662,642 38,730,049
26,246,238 39,678,262

HalA

Interest income FLEWA
Rental income from drilling machines REEBRENHESIA
Sundry income FIERA

OTHER NET (LOSSES)/GAINS

6,657 4,619
- 28,186
91,522 337,472
98,179 370,277
Hith (B518) /W28 F 8

Net foreign exchange (losses)/gains

(5 (&5 18), Wt %50

(155,056) 18,461
Gain on disposal of subsidiaries (Note 32) H&EMB AT &Yz (HE32) - 10,471,934
(155,056) 10,490,395
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n‘/-.ﬁ

B IR R M

7 LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging/

(crediting):

(a)

(b)

Finance costs:

7 BBAESE
BHATERE MG (GTA)

(@) BERE :

Interest on bank loans wholly repayable /,\EAEEW%%({E )

within 5 years

Effective interest on convertible bonds

Default interest on convertible bonds

Interest on unsecured loans from
third parties wholly repayable
within 5 years

Amortisation of loan transaction costs
(Note 26)

Finance charges on obligations under
finance leases

Other borrowings costs to financial
institutions

Others

Staff costs (including directors’

remuneration) (Note 9):

TERFE
T?ﬁﬂ%ﬁ# BERRAE
AJHARE S HE R R
KEE=HANDFREBH

&R B AR IR E SR FB

BERRGRAEH
(MT.:IZ(;)

MEHERENUHER

BN R EERA

Hitp

21,813,102 30,402,027

9,245,871 19,467,369
11,422,034 -
1,245,736 .
1,630,597 372,904
20,077 42,654
115,234 698,158

= (31,097)
45,492,651 50,952,015

(b) ETIRAF(BEESHMH) (MZE9) :

Salaries, wages, bonuses and
other benefits

Contributions to defined contribution
retirement plan

e IE - fEak
H At 7l
A S E R R &I R

118 "DING HE MINING HOLDINGS LIMITED & FiE3£1% 5 R A &

9,158,216 8,700,502
330,250 538,201
9,488,466 9,238,703




NOTES TO THE CONSOLIDATED F|NANC|AL STATEMENTS
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7 LOSS BEFORE TAXATION (continued) 7 BBiAEEE
(c) Other operating expenses (c) H&&Em%:

Impairments of: DERERE
— exploration and evaluation assets — WREMHEE
(Note 15) (FF5E15) 3,736,391 108,208,053
— interests in leasehold land held for ~ — RIFELTHEH{EG A
own use under operating leases RFRE £ iE RS
(Note 13) (FfsE13) - 2,858,305
— other receivables and prepayments — — E b g g 2118 K F8 (- 7008 3,000,000 1,767,649
— property, plant and equipment — W BEMEK
(Note 13) (FFFE13) - 130,976,015
6,736,391 243,810,022
Write offs of: s
— inventories (Note 18(b)) — FE (MEE18() 2,199,487 -
— property, plant and equipment —WE - BEMK
(Note 13) (FI7E13) 4,950,550 -
7,150,037 -
13,886,428 243,810,022
(d) Other items: (d) HEE :

Amortisation of interests in leasehold BESEHERESRADN

land held for own use TAE b 8 (M EE13)
under operating leases (Note 13) 3,675 129,465
Auditors’ remuneration ZHE S 1,345,778 1,175,496
Cost of inventories sold* (Note 18(b)) BEFEMRA (KFE18(0) 40,283,476 59,509,517
Depreciation (Note 13) & (f3E13) 17,862,588 23,572,035
Operating lease charges in respect of; BATYSENGSEHESR L
— office equipment — WA ERE 12,026 34,173
— office premises —WREYE 698,089 1,506,399
# The cost of inventories sold includes HK$17,393,866 (2014: B HETKRA  MEREHEHAIXBBNEERTE
HK$25,141,265) relating to staff costs, depreciation and B 717,393,866 7 7T ( =T — I 4F : 25,141,265
amortisation expenses, which amount is also included in TT) IREE AR £ XS M RE 7(0) Bt B IE BRI X
the respective total amounts disclosed separately above or DRBRBENBERSES -

in Note 7(b) for each of these types of expenses.
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INCOME TAX CREDIT 8
(@) Taxation in the consolidated statement
of profit or loss represents:

FreHER

mERERPZREANR:

Current tax — Malaysian AHABE —
Income Tax Fris®i
Provision for the year FERE

Under-provision in respect of prior year BF FEEETE

Deferred tax EEBE
Reversal of temporary differences

(Note 28)

Total income tax credit FriSfi 4R & 4 58

The Group is subject to income tax on an entity
basis on profits arising in or derived from the
jurisdictions in which members of the Group are
domiciled and operated. The directors of the
Company determine the effective tax rate of the
Group is 16.5% (2014: 16.5%).

Hong Kong Profits Tax is calculated at 16.5% (2014:
16.5%) of the estimated assessable profits for the
year ended 31 December 2015. No provision for
Hong Kong Profits Tax had been made as the Group
did not have assessable profit which is subject to
Hong Kong Profits Tax for the years ended 31
December 2015 and 2014.

Malaysian Income Tax is calculated at 25% (2014:
25%) of assessable profits for the year ended 31
December 2015. The provision of Malaysian Income
Tax is calculated at 25% of the estimated assessable
profits for the years ended 31 December 2015 and
2014.

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

BRAED

ROl Ry =58 (MT5E28)

= 138,017

51,241 3,651
51,241 141,668
(616,504) (23,492,927)
(565,263) (23,351,259

REEBERPALBEKE QR MK K
45 3 TO FTIE B VS MR [ T EE AE s R ER A Vi
o IREREEBNAEE - ARRIES
BEASEZBEHER16.5%(ZF—KN
£ :165%) °

ERFNERIOBEERE S —AF+=A
—t+—HLEFEZEHFTERBE M IZ
16.5% —==—@$ 1 16.5%) 5THE © AR
EEBE_T—AFNR_T—NF+_A
=t-— EJL@EI%%HWE@ME%?‘J\
M2 ERBSF - SR EREBREHET
IR -

SRACHERIREEE_T—HF

+ToA=Zt+—BLUEFEZERFEFZ
25% ( —Z—PU4F : 25%) 51 & - Bk ihge

PISHMBEIRERE_F—HF k=
E-OF+-A=t+—BILFENMETE
ARBUE IR 25% 51 E -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

8 INCOME TAX CREDIT (continued) 8 FrEHER &)
(@) Taxation in the consolidated statement (a) HmEBHERPZHRERER (&)

of profit or loss represents: (continued)

In accordance with the tax laws of Indonesia,
companies engaged in metal, mineral and coal
mining are governed by a particular contract of
work and this is used for computation of the
domestic income tax relating to that contract of
work. Since the natural resources located in
Indonesia are still in a preliminary exploration phase,
the management of the Company was unable to
ascertain from the local tax authorities the tax rate
that should be applied to its mining operations for
the years ended 31 December 2015 and 2014. No
provision for Indonesian Income Tax has been made
as the Group did not have assessable profit which is
subject to Indonesian Income Tax for the years
ended 31 December 2015 and 2014.

Under the Law of the PRC on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiary is
25% (2014: 25%) for the year ended 31 December
2015. No provision for PRC Enterprise Income Tax
has been made as the Group did not have
assessable profit which is subject to the PRC Income
Tax for the years ended 31 December 2015 and
2014.

Pursuant to the rules and regulations of the British
Virgin Islands (the “BVI"), the Group is not subject to
any income tax in this jurisdiction.

RIBENERDE - HERARSE  BYRK
REHZARARERNIRZEMNEE I
R EBBZ IREA N ZBEARMEH
BA RN ENE 2 RAE RN 1) 2 B i
PEER - BN BB I B A A8 M B A5
HREETHRBESNEE_FT—AFR =
E-NF+-A=t+—HILFERAERAZ
BE - ARAEERE—_T-—LFR-F
—OFE+ZA=+—HBILFEILEERERA
BANENEPSMZ IERTOEN - ML ER
EEFTS st IR/ -

RIERESEMERE([EMEHED
REREREAEHRME - PEMMERAA]
BHE_Z—Tm&+_A=1+—RHILFEEZ
MEB25% (ZF—M4F : 25%) - HRA
SEEE_T—ARFR_ZT—UF+=AH
=t+—HLFETERNESATBECZE
FTiSfi 2 BT s M@ B3
FTiSBisT iR -

REEBELREHS (XBELHS )R
IR » 7 88 B B 5 ) A B A £
FE -
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INCOME TAX CREDIT (continued)

(b) The reconciliation between tax credit and
accounting loss at applicable tax rates is

as follows:

8 FhEBiER®)
(b)
BERHROT

RERBRFTEZHRERERENE

Loss before taxation

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
Under-provision in previous year

Actual income tax credit

bRE AT EE (118,950,160)  (349,837,025)
BB BRI ARG T
HABERTEZ
BRI ATBEEEMIE
(27,224,971) (80,487,807)
AR A Z B2 (15,237) (1,777,998)
TAIB AT 2 B2 13,731,507 65,848,573
RERZ RBAHEBE Y
iy S 2,096,092 2,370,475
ﬁf@aﬁ&aﬁﬁw T EREL
i) - (23,492,927)
*ﬁ;@%ﬁ%%%ﬁzm‘kw L
10,796,105 14,184,774
BAFERETR 51,241 3,651
BERMERHER (565,263) (23,351,259)

DING HE MINING HOLDINGS LIMITED & HMi&£ZERBERAF
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NOTES TO THE CONSOLIDATED F|NANC|AL STATEMENTS
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DIRECTORS’ REMUNERATION
The details of directors’ remuneration are disclosed as

follows:

Executive directors:

Du Jian Jun

JiKuang

Li Po Wai (Appointed
0n 29 June 2015)

Leung Wai Kwan

Meng Xiao Ying

Fan Wei Peng (Appointed
on 16 March 2015)

Yin Shi Bo (Appointed on
29 June 2015)

Zheng Chang Xing (Appointed
on 16 March 2015 and resigned
0n 26 June 2015)

Dato’ Lim Ooi Hong (Resigned on
8 May 2015)

Independent non-executive
directors:

Chan Kin Ho Philip

Tian Jing Hua

Li Zhen Zhen (Appointed on
17 July 2015)

Liu Bo (Appointed on
14 December 2015)

Tony Tan (Resigned
on 22 April 2015)

Wong Choi Kay (Resigned on
22 April 2015)

Cheung Ning (Resigned on
17 September 2015)

Total

HEE:

ig=t

HE
ZER(N-ZT-1F
NAZTNREZRT)
PEE

BE
LEEM-Z-1F
At BEZA)
FEER-ZT-1F
NAZTNREZRT)
#gE=(R-T-1F
A+ BEZARR
“E-R4~AZtAA
BHT)
2BMEE(R-S—1F
REN\BE)

BUFHTES:

REZ
Eﬁﬂi
E3100.
+tHE§f)
2% (M-Z-RFT-F
THRERT)
REL(M-Z-H5FMA
=R
EEF(N-2-REMA
=R
FER-Z-nENA
TLREE)

T-n%tA

@it

EEME
BEMSHERENT :

2015
—E-1E
Salaries,

allowances Retirement

Directors’ and benefits  Discretionary scheme

fees in kind bonuses  contributions

F& 28 BIRGrE

EShe RENFIH B %

HK$ HK$ HK$ HK$

B BT BT BT
480,000 - - - 480,000
120,000 324,000 - - 444,000
- 769,000 50,137 7,500 826,637
- 900,000 65,151 18,000 983,151
340,000 - - - 340,000
240,645 - - - 240,645
120,000 - - - 120,000
140,645 - - - 140,645
240,000 - - - 240,000
203,226 - - - 203,226
203,548 - - - 203,548
82,258 - - - 82,258
40,000 - - - 40,000
40,000 - - - 40,000
168,167 - - - 168,167
2,418,489 1,993,000 115,288 25,500 4,552,277
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B IR R M

DIRECTORS’ REMUNERATION (continued)

Executive directors:
Du Jian Jun
(Appointed on 16 June 2014)
JiKuang
Dato’ Lim Ooi Hong
Leung Wai Kwan
Meng Xiao Ying

(Appointed on 26 February 2014)

Fan Wei Peng

(Appointed on 16 March 2015)
Zheng Chan Xing

(Appointed on 16 March 2015)
Chong Cha Hwa

(Appointed on 26 February 2014
and resigned on 30 October 2014)

Independent non-executive
directors:
Tony Tan
Wong Choi Kay
Chan Kin Ho Philip
(Appointed on 22 July 2014)
Tian Jing Hua
(Appointed on 23 July 2014)
Cheung Ning
(Appointed on 17 June 2014)
Chong Lee Chang
(resigned on 23 July 2014)

Total

yrES:

HEE(RN-ZF-NF
NATABEZE)

HE

SEIEE

P4E

FIER-E-mE
ZAZtAREZE)

BEER-Z-1E
ZAt+ABEZHA)

HEF(R-F-1F
ZAt+ABEZHA)

FREN-ZT-RF
ZRAZTAREZAR

R-E—WF
TAZTRED)
BUFHTES:
RER
EER
REz(R-T-mE
tﬂ_+_HE§1)

BEZE(R-2-NF
tA-+=REEH)

RE(R-Z-NF
~ATEREZRT)

FRR(R-_T-ME
tA-t=REA)

a5t

Directors'
fees

E¥ie
HKS
#7

9 EEME#)

Salaries,
allowances
and benefits
inkind

2014
“Z-NF

Discretionary
honuses

KT
HKS

Retirement
scheme
contributions
Riketal
e\

HKS

260,000 - - - 260,000
342,000 - - - 342,000
240,000 347,901 - 17,395 605,296
- 480,000 40,000 16,500 536,500
320,000 - - - 320,000
330,000 - - - 330,000
124,680 - - - 124,680
124,680 - - - 124,680
74,680 - - - 74,680
1,816,040 827,901 40,000 338% 2,117,836
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments, four
(2014: four) are directors whose emoluments are
disclosed in Note 9. The aggregate of the emoluments in
respect of the remaining one (2014: one) individual is as
follows:

Re PR EwRMEE

10 REHMAL

TEESHFMALTERENE(ZF—0F : m%)
B RENFTMERMEITRKE - BRAKT
—&(ZF—F  —B) ALFMAENT

Salaries, allowances and benefits in kind
Retirement scheme contributions

The above emoluments were within HK$Nil to
HK$1,000,000.

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 a compensation for loss of office. No
directors of the Company have waived or agreed to waive
any emoluments during the years ended 31 December
2015 and 2014.

R REYA S
17'( -I_ilj'f/\TA

793,628 323,285
9,000 10,125
802,628 333,410
it B N R ZHE T E 1,000,000 B TTAR o

FA - AEEYEAARREAEERRE H B
MR E AL IAERZFERMASINARSE
BRHONFRAERBLZEE BE—FT—0F
RZZ—NE+-A=+—BIFE  HBEARQ
RIEFENRERXFATRERDUEAHH -
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11 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$110,997,358 (2014: HK$279,819,910) and the
weighted average number of 3,370,501,216 (2014:
1,960,842,643) shares in issue during the year,
calculated as follows:

(i) Number of shares:

11 BREE

(@

BREKREIR
BREXBRIDENFRAERQGNHEE AR
ffy 85 #8110,997,358 7% ju( = & — 4 4 :
279,819,910 7T) & B B 4T {5 N4 35
#3,370,501,216 % ( = T — WM F:
1,960,842,643 %) sTE T -

(i BHEE:

Issued ordinary shares at 1 January
Effect of issue of new shares pursuant to 1B#EAR D A& M THR D E

a share placing (Note 29(b)(i))
Effect of shares issued pursuant
to the loan capitalisation (Note 29(b)(i))
Effect of issue of new shares pursuant
to an open offer (Note 29(b)(i))

Weighted average number of shares
at 31 December

(b) Diluted loss per share

The computation of diluted loss per share does not
assume the conversion of the Company's
outstanding convertible bonds and warrants since
their exercise would result in a decrease in loss per

share.

126 " 'DING HE MINING HOLDINGS LIMITED S MEERAR AT

R—A—HHE&TEAR

2 (HEE29()(0))
RIEERE A B ZITRDE
2 (MHE29()(0))
RIEARZE MBI
S22 (M5 29()(0))

R+ZA=1+—H&EM
I8

(b)

2,495,451,437  1,608,184,265
246,476,712 135,703,956
412,213,406 216,954,422
216,359,661 -
3,370,501,216  1,960,842,643
BREEER

FREEERNTEYERRBIEARQF
HARBRE IR ES RRRERE - B
TESEEHERERRD



NOTES TO THE CONSOLIDATED F|NANC|AL STATEMENTS
an\ P Zrﬁ&#ﬁéé IZﬁ-

12 SEGMENT REPORTING 12 2R
The Group has identified the reportable segments set out REBEDHE T XEHINOAIZ2 MO EL - BERD
below. The segment information reported internally to the B RBTEEOMAAEEF2REREE
Group's CODM for the purposes of resource allocation NESERRE D HBE R EZELE VT BRERAM
and performance assessment is the same as those FREREEE -

reported in the consolidated financial statements.

Mining of dolomite  This segment includes trading of RAEEEA KR A HaEERES - BAl -
and manufacture  magnesium ingots. Currently, the A EHEE REENESEHEE
of magnesium Group’s trading activities are EEEMERAETRHEST
ingots mainly carried out in South

America and Malaysia.

Exploration for iron  This segment is engaged in the BiREwEa - Ity HEENEHE H B IR
ore, coal and exploration for iron ore, coal and JE95E HEA - R - EHE
manganese manganese in Indonesia. The BEEEmBMEERAN

activities carried out in Indonesia M8 A RIHETT o
are through indirectly owned
subsidiaries.

Extraction and This segment is engaged in the IR 1Hb 53 BR 7 A B E 1R B R
bottling extraction and bottling of mineral B RIK FIMBERK o FEREIEY
of mineral water water in the PRC. The activities EERRE —EEERE

carried out in the PRC are RIP B A RETT o
through indirectly owned
subsidiary.
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12 SEGMENT REPORTING (continued)

128

(@) 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
deposits, cash and cash equivalents and other
corporate assets. Segment liabilities include non-
current liabilities and current liabilities with the
exception of liabilities associated with 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.

Segment loss represents loss resulted by each
segment without allocation of central administration
costs including interest on bank loans, convertible
bonds and unsecured loans from third parties, and
directors’ emoluments, etc. This is the measure
reported to the Group’s CODM for the purpose of
resource allocation and assessment of segment
performance.

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

okt

Mo

@)

DHEKE EERERE
ERFEDHEEREDHEIEER
AEENERLERRERATEEEE
BET2HOMEGESE  EERAE:

DHMEEREMABIARBDEERRDE
E ETRRERESR HekReFE
MAREMAREE - nHABEBREER
BREMADEE BTRBEFEFR
TEFHEBNAE  THRERES  RER

BAGE RAFZHEARERREMR
AEE -
WARSTHTI2ER 2R D EBELNIHE

BRZEDE AR ZESEEEEE
MENEHEENIEMOEEZEA]
2D -

D EBEEIE R D BT E M AR D B P R 7T
B (BIRERITER - ATHRARE 7 KR
BFR =N EEREFINNENRESHE
F)NER - ERUDEEREFEDE
REMAAEELIZREARERSOHE
it



NOTES TO THE CONSOLIDATED F|NANC|AL STATEMENTS
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12 SEGMENT REPORTING (continued) 12 7HE2HK#E)
(@) Segment results, assets and liabilities (a) PHXE -BEEREEH)
(continued)

Mining of
dolomite and Exploration Extraction
manufacture for iron ore, and bottling
of magnesium coal and of mineral

ingots  manganese water
BEHER  HAEEA RERER
REESR KR BRK
HK$ HK$ HK$

AT AR BT

Year ended 31 December 2015 HZ-E-T1%+=R8
=t-HLEE

Reportable segment revenue (Note) PEEGETINGEY 25,662,642

583,596 26,246,238

Segment loss NHER (20,245,305) (229,671) (6,254,840) (26,729,816)
Interest income FIEMA 1,778 S 134 1,912
Finance costs BARA (23,457,888) - (494,982)  (23,952,870)
Depreciation and amortisation NEREH (16,483,927) (124,533) (1,219,341)  (17,827,801)
Impairment of exploration and R AERE

evaluation assets - (3,736,391) - (3,736,391)
Write off of inventories FEE (2,199,487) - - (2,199,487)
Write off of property, plant and NE  BERZEHE

equipment - - (4,950,550) (4,950,550)
Additions to segment non-current AEERBDEERE

assets = & 9,952,483 9,952,483

As at 31 December 2015 RZB-2%1ZR
=t+-H

Segment assets NWEE 171,965,167 18,400,546 35,878,510 226,244,223
Segment liabilities PHEE (3,321,457) (1,516,380) (5716,965)  (10,554,802)
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12 SEGMENT REPORTING (continuead) 12 7HE2HK#E)
(@) Segment results, assets and liabilities (a) PEEE - BEEREEHE)
(continued)

Mining of
dolomite and Exploration Extraction
manufacture foriron are, and bottling
of magnesium coal and of mineral

ingots manganese water
FIRAE" HRERA - RRRER
BRiE BRK

HKS HKS
B BT

Year ended 31 December 2014 HEZ-Z-WmE+=R

St-HLEE
Reportable segment revenue (Note) 2R BIA () 38,730,049 - 948213 39,678,262
Segment loss PEER (29,521,729) 53,612 (7.793,872) (37,261,989)
Interest income FIEMA 4,235 - 178 4,413
Finance costs BERK (30,805,679) - (4,125) (30,809,804)
Depreciation and amortisation WEREH (22,249,215) (156,391) (1,137,920) (23,543,526)
Impairments of pEAE
— exploration and evaluation —HRRIGEE
assets - (41,871,600) (66,336,453) (108,208,053)
— interests on leasehold land —HEtiER (2,858,305) - - (2,858,305)
— other receivables and — EthEUFIER
prepayments EE (849,607) - (643,582) (1,493,189)
— property, plant and equipment — 0% BERE (130,976,015) - - (130,976,015)
Write down of inventories FEHR (862,384) - (219,353) (1,082,237)
Additions to segment DEERGEERE
non-current assets - - 168,234 168,234
As at 31 December 2014 R=B-MmE+=8
=t-H
Segment assets DEEE 236,346,963 22,851,138 31,395,923 290,594,029
Segment liabilities PHEE (9,676,922) (1,683,527) (9,139,508) (20,499,957)
Note: B 5E
Segment revenue reported above represents revenue generated X2/ FBAIERBEIMNBEF WA o REEIL
from external customers. There were no inter-segment sales in the EOEHEE (T —WF : |) -

current year (2014: Nil).
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NOTES TO THE CONSOLIDATED F|NANC|AL STATEMENTS
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12 SEGMENT REPORTING (continued) 12 DEE2H#E)

AE{FSMBYA - 8% EERERE

(b) Reconciliations of reportable segment (b)

revenues, profit or loss, assets and
liabilities

KRR

Revenue 'ON
Reportable segment revenue Al 28 EPUA 26,246,238 39,678,262
Loss &8
Reportable segment loss Al 2wy EEE (26,729,816) (37,261,989)
Depreciation and amortisation Yres Ry (17,866,263) (23,701,500)
Finance costs BhE R AN (45,492,651) (50,952,015)
Gain on disposal of subsidiaries HERB AT/ KRS = 10,471,934
Interest income B A 6,657 4,619
Impairment of exploration and W NFHEEERE

evaluation assets (3,736,391)  (108,208,053)
Impairment of interests HE T ERRE

in leasehold land - (2,858,305)
Impairment of other receivables and E At R IE R TR BURRE

prepayments (3,000,000) (1,767,649)
Impairment of property, plant and Y - R M ERERE

equipment - (130,976,015)
Write off of inventories FEME (2,199,487) -
Write off of property, plant and VI - B K R e

equipment (4,950,550) -
Write down of inventories FEMUR - (1,082,237)
Other unallocated amounts Hit KA &5 (14,981,659) (3,505,815)
Consolidated loss before taxation BrEiAIAR A 1B (118,950,160)  (349,837,025)
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12 SEGMENT REPORTING (continued)
(b) Reconciliations of reportable segment
revenues, profit or loss, assets and
liabilities (continued)

12

DEE2H (&)
(b) TE2MOWWA - 182  BEREE
HYEBR (42)

Assets EE
Reportable segment assets kB E 226,244,223 290,594,029
Unallocated corporate assets: EE/ NEEE
— Pledged deposits — féf e - 2,735
— Cash and cash equivalents — R RELZEEY 11,964,081 378,935
— Others — Hip 6,532,314 4,710,023
Consolidated total assets HEBEEE 244,740,618 295,685,722
Liabilities i=F
Reportable segment liabilities AIERoEEasE (10,554,802) (20,499,957)
Unallocated corporate liabilities: ROEATIEE -
— Bank loans — secured — BEIPIRITER (260,423,032)  (381,392,173)
— Convertible bonds T%;@H%E%‘f (29,000,000) (94,278,123)
— Unsecured loans from third parties ~— 2R E % = 7 S ER (1,800,000) =
— Deferred tax liabilities —RIEBIEAE (7,952,143) (8,568,647)
— Others — HAth (29,529,262) (89,999,809)
Consolidated total liabilities RABatE (339,259,239) (594,738,709
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12 SEGMENT REPORTING (continued) 12 AEWE2FHK#E)
(c) Geographical information (c) HEER
The following tables set out information about the TREHIEB () REE KB INLE P U
geographical location of (i) the Group’s revenue A RNAEEMZE - BERZE B
from external customers and (ii) the Group’s 2. R EENRRERLZS ([HBE
property, plant and equipment, goodwill, exploration SERBIEE D MMIBUEER - TP
and evaluation assets and mining deposit (“specified BAEDNREBFEEmMAEMMIE © EE
non-current assets”). The geographical location of SERBEEMMIBAETIA « )V EEFE
customers is based on the location at which the (B - WEKEE)  RQESE
goods are delivered. The geographical location of BEXGME(WBELEERESE) D
the specific non-current assets is based on: (1) the #B 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.
South America The PRC Europe Total
| T Bl it
2014 2015 2014 2015 2014 2015 2014
= 2} -g-mE  Z2-1f C$-M§  C3-EF  C9-BEF CE-EE C3-RE
HK$ HKS HK$ HKS HK$ HKS HKS$ HKS
AT AT #7 #7 7 B 7 A7
Tumover 428 17589455 BORME 2255215 Ths06 583506 98213 5847972 S U2 6B
Hong Kong Malaysia The PRC Indonesia Total
B ERAES T A it
2015 2014 2015 2014 2015 2014 2015 2014 2015 2014
-2-3f Z$-M§ -%-EF <C-%-BF -%-EF 3-ME P-IF CP-ME  C9-Ef C9-BR
HKS$ HKS HKS$ HKS HK$ HKS HK$ HKS HKS$ HKS
B AT 7 BT 7 BT 7 B 7 by
Specified non-current KEknBEE
asseis U668 L6U25 UTBASTA8 29626 33ATAEEE  ASNIN  18IAG1 24021 228472805 287131481
(d) Information about major customers (d) EHEXEEFHNEHR

Revenue from major customers, each of whom
amounted to 10% or more of the Group’s total
revenue, is set out as below:

REXFEZREFHBRA(BEEFIEAEE
UL 10% s A E) EFIan R -

Customer A’ ZEA
Customer B’ BEB
Customer C’ 25

! Revenue from the mining of dolomite and manufacture of
magnesium ingots segment

= The corresponding revenue did not contribute 10% or more
of the Group's total revenue

5,553,787 N/A N3 A 2
5,080,296 N/AANjiE A 2
14,876,024 38,013,988

! RAHKAEA REESRED BOKA

B FERIMA G AR R B U A RIE 10% A £
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13 PROPERTY, PLANT AND EQUIPMENT

134

Cost:
At 1 January 2014

Addtions
Exchange adjustments

At 31 December 2014

At 1 January 2015
Addtions

Write off

Bxchange adjustments

At 31 December 2015

Accumulated depreciation,
amortisation and impairment:

At 1 January 2014
Charge for the year

Impairment
Bxchange adjustments

At 31 December 2014

A1 January 2015
Charge for the year
Write off

Bxchange adjustments

At 31 December 2015

Carrying amount:

At 31 December 2015

At 31 December 2014

DING HE MINING HOLDINGS LIMITED S fEXZERER DA

Ak
RZ5-mE-A-8

e

EXBE
RIS-BETZA=1-A
RZ5-R5-A-H

HE

i

ERBE
R-5-15+-A=1-A
25T - BERAE:
R-E-mE-A-8
FRRE

e

EXBE
RZF-BET=A=1-A
K-Z-7%5-A-B
QR

i

EXBE
RZE-RF+-A=1-A
REE:

RZE-RF+-A=1-A

RZE-BET=A=1-A

Buildings

Plant and
machinery

KRR
L
HKS

BT

Motor
vehicles

13

Furniture
and
fittings

BRR
HE
HKS
BT

M BMERRE

Office
equipment

HAzZ
R
HKS

AT

Computer
equipment

EHRE
HKS

AT

Retorts

Sub-total

Interests

in leasehold

land held
for own

use under
operating

leases
it £

S

ARER
higf 4
HKS

AL

188,055,119 200028068 2284713 11,754,067 143,340 112086 78159784 680537177 13917005 69445423
w0 6,102,185 - 2082 - 6820 - 6292098 - 6250%
(11328576 (24,935,590) (1,463) (6%,636) (2,469) (584 (4863638) (41,903,952 (866904 (42,7708%)
176867554 381194663 2213250 11009513 140875 18322 7329116 644885323 13000161 657,935,474
176867554 381194663 2213250 11009513 140875 118322 73291146 644885323 13050151 657,935,474
- - - 85,650 - - - 85,650 - 85,650

- BN - - - - - (599991 - bR
(32983249 (70,123313) (207,839 (1970,702) 237 - (9945835 (115233309 (3779486  (119,012.795)
143884305 30507369 2005411 9,174,461 138,504 118322 63345311 523737683 9210665 533,008,348
67980509 162521987 1045105 5969643 0917 86200 31978929 29633280 520691 274840231
3679926 15,707,568 2065 100219 14,748 0388 2892581 2357203 129465 23,701,500
38683958 77,035,083 102,291 - - - 15154683 130976015 2858305 133834320
(4,398,489)  (12,198,144) (34,408) (356,782) (2,762) (370) (2076087 (19,059,042 (652,841)  (19,711,883)
100949904 243070444 1333613 6455060 62903 100258 47,950,106 405,122,288 7541880 412,684,168
100949904 243070444 1333613 6455060 62903 100258 47,950,106 405,122,288 7541880 412,684,168
3288400 10956781 26,775 926,714 483t 10287 2468747 17,862,588 3675 17866263

- (1098 - - - - - (1009431 - (10943
(20122528)  (46,689,161) (191563 (1303153 (237 - (79878 (76068651 (1448321)  (77516972)
815776 206288633 1308825 6278621 05416 10545 42,658,978 345866794 6097234 351,964,028
8768529 9878273 65698 2895840 73088 7777 0686333 177870889 3173431 181044320
70917650 138124219 879637 4404453 71972 18068 B0 23976308 5508271 245271306




13 PROPERTY, PLANT AND EQUIPMENT
(continued)

@)

The carrying amount of properties of the Group is as
follows:

Interests in leasehold land held for own 1RIEEHBIEINCLTRE

use under operating
leases outside Hong Kong
— long term

— &

Included in the Group’s property, plant and
equipment as at 31 December 2015 are buildings,
plant and machinery, motor vehicles, retorts and
interests in leasehold land held for own use under
operating leases, with carrying amounts of
HK$52,675,114 (2014: HK$68,682,011),
HK$96,035,253 (2014: HK$129,002,404), HKS$NIl
(2014: HK$87,856), HK$20,686,333 (2014
HK$25,341,040) and HK$3,173,431 (2014:
HK$5,508,271), respectively located in Malaysia and
operated by CVMSB. The operation of the
production plant of CYMSB was suspended since
2012. During the year, the directors of the Company
conducted their own assessment review on the
recoverable amount of cash-generating units
("CGU") for mining of dolomite and manufacture of
magnesium ingots based on value in use calculation
and determined that an impairment loss of HK$Nil
(2014: HK$133,834,320) was recognised and
included in other operating expenses in the
consolidated statement of profit or loss.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Re PR EwRMEE

13 ¥%  BERRE®)

@

FrFE MR E L btk

REBEYENHFREENT :

Ny
pa

3,173,431 5,508,271
AEER-_ZT-AF+-A=+—H&Y
¥ WENMREEECLRSHRAE RS

CVMSBE&E & /IET « HfFE ks - AE -
ERERBECEHERFEANEAEL
R - BREE D B 552,675,148 (=
T — Y 4 : 68,682,011 7T ) ~ 96,035,253
BT (T —PU4F ¢ 129,002,404 7C) ~ T
B oo Z & — M F:87,856% L)
20,686,333 L (=& — mi 25,341,040
BT ) R317343NB (2T — W0 F -
5,508,271 7C) e CVMSBRH A EME B —
T-_FRTEEE-FRN ARAIES
REAEBENES ZHARAEAREE
BIENBESCEFEM((REEEEMDE
AU El & BB TREAG G - W TE SRR

EEEZTEIL(ZZE —HF : 133,834,320
BL) Wit AR IBRRPHMAEH
ic
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13 PROPERTY, PLANT AND EQUIPMENT
(continued)

136

()

(continued)

For the year ended 31 December 2014, the cash
flow projections were based on financial budget and
production forecast as approved and prepared by
management, covering a twenty-two 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"). The cash flow beyond the four-
year period is extrapolated using zero growth rate.
The discount rate applied to the cash flow projection
is 20.01% which is in reference to the valuation
prepared by an independent qualified professional
valuer, GC Appraisals Services Company Limited
(“GC Appraisals”) as at 31 December 2014. 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.

The significant portion of buildings, retorts and
interests in leasehold land held for own use under
operating leases of the Group with an aggregate
carrying amount of HK$76,695,579 (2014:
HK$99,531,322) are pledged to a bank for banking
facilities granted to the Group (see Note 26).

Property, plant and equipment held under finance
leases

The Group leases motor vehicles and furniture and
fittings under finance leases expiring in 2 to 3 years.
None of the leases includes contingent rentals. As
at 31 December 2015, the carrying amount of motor
vehicles and furniture and fittings held under
finance leases of the Group was HK$588,615 (2014:
HK$1,559,886).

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 authorities. The
carrying amount of the properties was HK$1,644,109
(2014: HK$1,769,261) as at 31 December 2015.

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

13 % - BERRME®)

(b)

(&)
HE-_Z-—NF+_A=+—BILFE -
REMEBADEREREIERFERMN
HRBERESEA - B R2FH(EME
ERAORERATYSERMNMSE T
(TEEALH]) ARKEREEAEAN
FIERIE 2 82 T 3T ] BPRHA) o B3P0 4F HA
FMReRERATEREHEE - EAR
BeRERANIIERA20.01%  JHEEL
ERE S EBREEMER GC Appraisals
Services Company Limited ([GC
Appraisals ) R ZE—MNF+ A =+—
HRENEE - T EEREEMRANE
tEBREEBERAAHNGETE
B HBEEEHEREMNE - Az A
WERMRNGHIE  BEREABESIHHA
BEfEfg o

BT ERERASEBELCEHEFE
ERAMEETHHEEREDESSE
76,695,579 8 7L (=& — 4 : 99,531,322
B EARTAEEMNRITRERET
HRIT(RHIEE26) ©

REBEHERENYE - BEM&RE

AEEREREAERETHEARRME
HE  FHA2FEIF - HEHAERRE
fABL - R=—E—RE+-_RA=+—
B A&EERENEHAERENIENUR
RN EE B W BRE{E & 588,615 8 L (=ZF
—PO4E : 1,559,886 7)) ©

RERE R - BRI B EATH R S AR
PP BB EERNDERBREE - R
—TE-AE+-A=+—H8 ZEVEHD
BREE 51,644,109 T(ZF — M F :
1,769,261787T) °



NOTES TO THE CONSOLIDATED F|NANC|AL STATEMENTS
an\ A X jiﬁ#&%ﬁfj-;i

14 GOODWILL 14 B2
HK$
BT
Cost: RS
At 1 January 2014 R_ZE—HWHFE—-—H—H 332,328,997
Derecognised on disposal of subsidiaries (Note 32) £ FiER BB A = (MiEE32) (79,525,907)
At 31 December 2014, 1 January 2015 and R-E—WNFE+—_A=+—H"
31 December 2015 —E-RAF—H—RAEKZZ—RF
+=-—HA=+—H 252,803,090
Accumulated impairment losses: it REER
At 1 January 2014 RZZE—HNF—HA—H 332,328,997
Derecognised on disposal of subsidiaries (Note 32)  #& |- iR H & B A 7 (F 5 32) (79,525,907)
At 31 December 2014, 1 January 2015 and R-ZE—NF+-_A=+—H "
31 December 2015 ZE-RF-A-RAKZE—RF
+—-—A=+—H 252,803,090
Carrying amount: IRMEE :
At 31 December 2015 R-E—RF+-_HA=+—H B
At 31 December 2014 RN-_E—NmNE+-_A=+—H -
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14 GOODWILL (continued)

(a)

(b)

138

The goodwill was originally arose partly due to the
acquisition of Victory Dragon Holdings Limited and
its subsidiary, Long Chuan (“Victory Dragon Group”)
during the year ended 31 December 2012. In the
opinion of the directors of the Company, the
goodwill represented the future economic benefits
together with the current establishment of the
operation arising from the potential growth in the
mineral water business acquired. It has been fully
impaired in the year 2013.

A valuation report, prepared by GC Appraisals,
showed 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.
Accordingly, the goodwill arising from the
acquisition of the Victory Dragon Group was
calculated to be HK$111,180,501.

Impairment test for cash-generating unit
containing goodwiill

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 BEEB)

(@)

(b)

BE-Z——F+-_A=+—BILFE -
SVEERE DI BERBIENESEES
RAsIREMBARREI(TSEESLE]D AT
W RRNFREZRA  HEECKEER
IKEFSHPEATIG RATE £ R RGBT =
MIRBEEBEE VERZT—=FEHK
A °

GC Appraisals TR &M BERERE T - AT
U BB B A R B IR RS B E R WEE B
NERWASEE T £ 161,763,000/ T °
Hitr K EEEMELENBEAR
111,180,501 /8T °

EEBHECREEL RV ZRENR

RBEHR  ARERZEEEAREEE
DR REEL BN A AENT ¢

Extraction and bottling of mineral water $2E & 2 3 1E £ 7K
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14 GOODWILL (continued)

(b)

Impairment test for cash-generating unit
containing goodwill (continued)

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 of the Company covering
an eleven-year period, which represents
approximately the remaining license period of the
mining right to mine and extract mineral water. The
CGU'’s cash flows beyond the three-year period are
extrapolated using a steady average growth rate of
5.7% (2014: 5.7%), until reaching the maximum
capacity of 15,000 bottles per hour. 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 rate
applied to the cash flow projection is 35.89% (2014:
49.17%). The discount rate used is pre-tax and
reflects specific risks relating to the relevant
segment.

The revenue generated from this CGU subsequent
to acquisition did not meet the previous
expectations because of limited cash resources to
develop a new production line for manufacturing
sparkling water, and making reference to the
valuation performed by GC Appraisals as at 31
December 2013, an impairment loss of
HK$111,180,501 on its CGU containing goodwill had
been recognised for the year ended 31 December
2013.

e MR MR

14 HE)

(b)

EEEHECHESEEENZRERNR
(&)
RRAERRERKESEEEMHA G
SENIRERBENE - ZrEHERA
ARREBERES R T —FH(WAR
R RIE R KRR E R TR rl &
M) MBRBE R AEETER - ZF %
BeEAEMNESREIEST%(ZF
—POF 5 7%)MBTEFHEREREER
ARET/EF15000FALEHE - iR
ENRRABTRERTEAETE - B E
MEABITENTYREEEER - BER
EBAERZE R E35.89%(=F—N
F 1 49.17%) o A7 BRI E M AR MR H
1H BERMEBESBREERE

RUEEE - REWBSEEBMHBAL
RIER|LRITER - BN FAE — GRS
BRKNFEESNRSERER - L
2EM\GC Appraisals R =—ZE—=F+— A
=+ HETHHE ReEEEMBE
AR EE 18 111,180,501 B L E REE
—E—=F+-A=+—BILLFEER -
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15 EXPLORATION AND EVALUATION ASSETS 15 BMERFEEE

Mining of

dolomite and Exploration Extraction

manufacture for iron and bottling

of magnesium  ore, coal and of mineral

ingots manganese water

RERER BREER - RER

REERE & ERBRK

HK$ HK$ HK$

BT BT BT

Cost: B

At1 January 2014 RZZ-NE—-HA—H 4,125,190 382,806,372 161,763,000 548,694,562
Disposal of subsidiaries (Note 32) &M B AR (fif3£32) - (103,196,172) - (103,196,172)
Exchange adjustments B LR - 556,290 (4,142.911) (3,586,621)
At 31 December 2014 RZF-MFF=A=1-A 4,125,190 280,166,490 157,620,089 441,911,769
At 1 January 2015 R-Z-1F—fF—H 4,125,190 280,166,490 157,620,089 441,911,769
Exchange adjustments B IR - 140,878 (4,596,484) (4,455,606)
At 31 December 2015 WZE-RF+=-A=1+—H 4,125,190 280,307,368 153,023,605 437,456,163

Accumulated amortisation and  ZiHEBERRE

impairment:

At 1 January 2014 RZE-NE—A—H 4,125,190 318,559,572 74,239,500 396,924,262

Impairment loss MEERE - 41,871,600 66,336,453 108,208,053

Disposal of subsidiaries (Note 32) ~ HENB AR (FiE32) - (103,196,172) - (103,196,172)
Exchange adjustments [ H R - 439,090 (2,123,864) (1,684,774)
At 31 December 2014 RZE-NE+=A=1—H 4,125,190 257,674,090 138,452,089 400,251,369

At 1 January 2015 RZE-1F—A—H 4,125,190 257,674,090 138,452,089 400,251,369

Impairment loss AEER - 3,736,391 - 3,736,391

Exchange adjustments [ 5 % - 106,629 (4,037,511) (3,930,882)
At 31 December 2015 RZE-RF+-A=1T—H 4,125,190 261,517,110 134,414,578 400,056,878
Carrying amount: HREE :

At 31 December 2015 RZE-RF+-A=1+—H - 18,790,258 18,609,027 37,399,285

At 31 December 2014 RZE-RF+ZA=1+—H - 22,492,400 19,168,000 41,660,400
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15 EXPLORATION AND EVALUATION ASSETS
(continued)

@)

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 Majuperak Energy Resources Sdn.
Bhd. ("MERSB") (formerly known as Harta Perak
Corporation Sdn. Bhd.), a subsidiary of the Perak
State Development Corporation (“PSDC”), a
shareholder of the Company. Pursuant to the Mining
Agreement, CYMSB 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 MERSB. CVMSB is required
to pay royalties to MERSB based on the volume of
dolomite extracted, subject to a monthly minimum
payment (see Note 33(b)). Due to suspension of its
production plant since 2012, CYMSB did not extract
any dolomite from the Dolomite Land during the
years ended 31 December 2015 and 2014.

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” (2014: "administrative expenses”) in the
consolidated statement of profit or loss.

As a result of impairment review performed by
management of the Company, an impairment 10ss
of HK$3,506,411 was made on the exploration and
evaluation assets during the year ended 31
December 2012. The management was of the view
that such impairment loss was resulted from the
suspension of CVMSB's production plant and its
operating loss. Hence, no further impairment loss
was noted since 31 December 2012.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A SRR MR

15 BRKRFLEE®)

@

CVWMSBE ZZZNFRERESRAEF
SRREERBELEITLZEAITIERFE
RZEEXFENATHHE  CYUMSBE AR

B[R R 2% B AT 7 3% R # 7 (Perak State
Development Corporation) ([PSDC |) &t /&
A Al Majuperak Energy Resources Sdn. Bhd.
(MERSB]J) ( BT %@ Harta Perak Corporation
Sdn. Bhd.) #T 37 #ak ([ SERE % 1) o RIRER
T o - CVMSBE tB 7B {E o] A B AR 80 1%
MTEERAZA AR MIREREE R
EEMELRRE - BHI20F - AEEEH0
o REB A W MERSBE H — @ A 2@
IR R R IEERE W - CYMSBZEIR 18 PR
BBEERNEEET H&ERN A MERSB
TNEFMEE(RMERD)  BHEZZ

—HFERZE-NOF+-A=+—HIF
E - BHRACYMSBHMAERER —T——F
REEEE HETENAE ALK
EMRESL -

AHELEBNFAREBER T —ZF
Fh MAEMAFEEENEHERIA
RABRERW HTBZE%EJ%EJ (ZF—mF:

=)

[TTBAX DA

HRARBIEEBETRERN  EE
E-ET——HF+-_A=+—RHItFEYF
NEHEE EVEH 3,506,411 BT EEIE -
EBERE  BRRERSIETIARCYMSB
WEEREEERELEEENS - A
o B=E—=—F+-A=+—H#E I
#—SEERERE -
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15 EXPLORATION AND EVALUATION ASSETS
(continued)

142

(o)

PT. Commerce Venture Iron Ore (“PTCV Iron”) and
PT. Commerce Venture Coal (“PTCV Coal”), both are
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. Both PTCV Iron and PTVC Coal were
disposed to an independent third party on 3 April
2014 (the "Disposal”).

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 (ii) 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 2").

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
(i) iron ore exploration in an area of 450 hectares in
Pananggalan Subdistrict, Subulussalam City,
Nanggroe Aceh Darussalam Province of Indonesia,
valid until 14 December 2012 (“Permit 4”). On 5
September 2013, the relevant local authorities
informed the Group that the Permit 4 could not be
extended or renewed due to environmental issues
surrounding the relevant exploration activities
location and the authorities will reconsider the
renewal application if the situation has improved.

During the year ended 31 December 2013, the
Permit 1, 2 and 4 had expired and Group did not
submit applications to the relevant local authorities
for extension of these permits in the view that the
Group is going to dispose of all its equity interests in
PTCV Coal and PTCV Iron.
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(b)

& A 7] [ H B 2 8PT. Commerce Venture
Iron Ore ([PTCV Iron]) &2 PT. Commerce Venture
Coal ([PTCV Coal]) # % 1£ E e F #% R iR BV
%~ BIEA KRG HRFA KT A o PTCV Iron
&PTCV Coal HERZZE—NEMNA=RAHEF
—ZBUE=F(HE] -

PTCV Coal # 5 B #) £R 5 £ T RI 38 7] () 7R E
JENanggroe Aceh Darussalam Nagan
Raya [ # Beutong & Tadu Raya %3 [& 10,000
NEEHEREEXRME ERHAE=T
—=F+AEB1RATED » KRN
El fENanggroe Aceh Darussalam 4 South
Aceh [& ) Bakongan 7> [& 3,710 A LB E AR 1
EEHE EMHME_T—HF—A
Z+NB([25%FF A& ) »

PTCV Iron %5 8 #) & £R F £R 3T AT 75 7T (i) 5 E)
JE Nanggroe Aceh Darussalam# Nagan
Rayal& #yKuala } Tadu Raya % [& 9,825 A
BEEBNEERBE  ARBHE-_ZT—N
F=ZAAB(3RATAFE]) : RMHEDE
Nanggroe Aceh Darussalam®
Subulussalam T Pananggalan % [& 450 /A L8
EHEESERAHE  axfiz=2—=
FHZA+MAB (45557 R]F]) - RZF
—=FNATRA - HHEM T BT R
REFE AT A EAAEASH RS = F
EHIRIE M A N EREE - A BT
HESNEABEMRESRENE RERF

=
Al ©

REE-T—=F+=-_A=+—HLF
B 15 2 RASRET AR E Em 0 i
RARE E & E R PTCV Coal & PTCV
Iron &) & JRAXAE + AL E 4 R M AR
BITH R RS B SR B ER -



15 EXPLORATION AND EVALUATION ASSETS
(continued)

(o)

(continued)

During the years ended 31 December 2015 and
2014, the Group did not conduct any exploration in
these mines due to its limited cash resources. No
exploration and evaluation costs were capitalised
and no income was derived from these mines
during the years ended 31 December 2015 and
2014.

Taking into consideration the expiration and non-
renewal of these permits as mentioned above, the
Company's directors determined that the
recoverable amounts of CGUs in respect of these
permits were below their respective carrying
amount, impairment losses of HK$87,500,000 had
been recognised for the year ended 31 December
2013.

PTLM holds a production operation mining permit
for manganese (“Mining Permit”) in an area of 195
hectares in the Jatimulyo Village, Girimulyo
Subdistrict, Kulon Progo Regency, Daerah Istimewa
Yogyakarta Province, Indonesia (“Mining area”). The
Mining 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 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.
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EREBEE_T—=F+-A=+—H1LF
ERER -

PTLM #5448 & R B vl 3 ([ R R
FARE] A REBE195QE  REE
Daerah Istimewa Yogyakarta%& Kulon Progo
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15 EXPLORATION AND EVALUATION ASSETS
(continued)

144

©

(continued)

No exploration activities were conducted in the
mine as the Group lost contact with the legal
representatives of PTLM in 2012. This brought to a
halt to the daily operations and mining activities of
PTLM and might impact the fulfillment of the
obligations of PTLM in respect of its Mining Permit
and any other government regulations it would be
subject to (see Note 17). During the year ended 31
December 2014, re-nominating the legal
representatives according to the relevant legal
requirements of Indonesia was being undertaken.
On 21 August 2014 and 13 October 2014
respectively, PTLM received warning letters from
Trade and Energy Industries of Resource of Minerals
Office Government of Kulon Progo Regency
reminding PTLM to immediate implement its
obligations as the holder of Mining Permit by
submitting the tax form and reporting of PTLM’s
status to the relevant Indonesian authority with the
legal representatives’ signatures, not later than one
month from the date of these letters. On 22
September 2014 and 4 November 2014 respectively,
the management of the Company reiterated that it
is currently undergoing management restructuring
and therefore all activities are currently being
suspended temporarily until the management
restructuring is completed. Besides, once the
management restructuring has been completed,
PTLM will resume with investment and other mining
activities. Due to previous failure in calling for
extraordinary meetings for appointing new directors
and legal representative to the board of PTLM, PTLM
had applied to the Court in Yogyakarta for a court
ruling on the appointment of re-nominated directors
and replacement of legal representative.
Nevertheless, the third hearing was further
postponed by the court to 30 September 2014. On
19 November 2014, court judgement stipulated that
the holding company of PTLM could organize an
Extraordinary General Meeting of shareholders to
undergo the re-nomination of the legal
representative ("EGM"). The EGM and the re-
nomination of the legal representative according to
the relevant legal requirement of Indonesia are still
in process as at the approval date of the
consolidated financial statements.
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15 EXPLORATION AND EVALUATION ASSETS
(continued)

©

(continued)

No exploration and evaluation costs were
capitalised and no income was derived from the
mining of manganese during the years ended 31
December 2015 and 2014.

At 31 December 2015, 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 of
the Company covering a sixteen-year period, which
represents approximately the remaining licence
period of the mining right as well as hauling and
sales of manganese in the Mining area. The cash
flows are in zero growth rate. The discount rate
applied to the cash flow projection is 25.90% (2014:
25.51%). 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 Appraisals as at 31
December 2015, the Company’s directors
determined that an impairment loss of HK$3,736,391
(2014: HK$41,871,600) has been recognised and
included in other operating expenses in the
consolidated statement of profit or loss for the year
ended 31 December 2015.
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15 EXPLORATION AND EVALUATION ASSETS
(continued)

146

(d)

Long Chuan holds a mineral water permit
(& R/KBUKFFATRE) 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 26 February 2015.
The application for renewal of the Water Permit was
submitted in December 2014 and has been renewed
on 1 March 2015. Long Chuan had also been
granted in prior years a mineral water extraction
permit (1% R 7K £ &% 5T 7 #%) with a right to extract
mineral water in the stipulated mining area for a
period from 23 December 2011 to 23 December
2021. Nonetheless, the statutory required mineral
water registration certificate (4% & 7K 5 it & &2 %)
("Water Registration Certificate”) had expired on 31
December 2012 already and not yet been renewed
up to the approval date of the consolidated financial
statements. The main reason was due to the change
in approval procedures of the State Land Resources
Bureau in Guangzhou since August 2012 whereas
the approval power has been delegated to County
Land Resources Bureau in Guangzhou who has no
relevant experience of how to approve such
licenses or registration certificates. This had caused
a substantial delay in the renewal of the Water
Registration Certificate. Long Chuan had submitted
a renewal application of the Water Registration
Certificate in December 2014 and had passed
through to the intermediate stage of the renewal
process because Long Chuan had received from
County Land Resources Bureau in Guangzhou an
acknowledgement of receipt in writing on 17
December 2014 and a progress confirmation on 15
March 2016 of its renewal application being in
process
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15 EXPLORATION AND EVALUATION ASSETS
(continued)

(d)

(continued)

The Longchuan Spring is situated at Damiao Village
Longmu Town Longchuan County Heyuan City (il J&
Taell| S Be S K BEAY), the PRC, with an aggregate
mining area of approximately 0.3956 km2. 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 E=
B E F T T2 %2 7 (unofficially translated as
Guangdong Province Geological Engineering
Consulting Firm) in July 2003, 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.

Taking into consideration the performance of the
mine as disclosed in Note 14, sustained operating
losses and unable to generate positive cash flow
from the date of acquisition in April 2012 to 31
December 2015, the business operated by Long
Chuan is not commercially viable, as a result, the
mineral water extraction permit had not been
reclassified to an intangible asset.
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15 EXPLORATION AND EVALUATION ASSETS
(continued)

(d)

(continued)

At 31 December 2015, the Group determined the
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 an eleven-year period, which represents
approximately the remaining license period of the
mining right to mine and extract mineral water. The
CGU'’s cash flows beyond the three-year period are
extrapolated using a steady average growth rate of
5.7% (2014: 5.7%), until reaching the maximum
capacity of 15,000 bottles per hour. This growth rate
is based on the relevant industry growth forecast
and does not exceed the average long-term growth
rate for the relevant industry. The discount applied
to the cash flows projection is 35.89% (2014:
49.17%). The discount rate used is pre-tax and
reflects specific risks relating to the relevant
segment. Taking into consideration the performance
of the mine as disclosed in Note 14, and making
reference to the valuation performed by GC
Appraisals as at 31 December 2015, the Company's
directors determined that an impairment loss of
HK$NIl (2014: HK$66,336,453) has been recognised
and included in other operating expenses in the
consolidated statement of profit or loss.

16 MINING DEPOSIT

This amount represents a deposit of RM90,000 (equivalent
to HK$162,367) at 31 December 2015 (2014: RM90,000
(equivalent to HK$199,778)) paid to MERSB pursuant to the
Mining Agreement (see Note 15(a)) by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17 SUBSIDIARIES

Details of the subsidiaries as at 31 December 2015 are as

follows:

Name of company

NRAEH

CVMSB

CVM Marketing Limited

CVYM International Marketing
Sdn. Bhd.

CVM Marketing Sdn. Bhd.

Step Pacific Development
Limited

Stabil Megamas Sdn. Bhd.

PTLM

Nice Tone Enterprises Limited

Victory Dragon Holdings
Limited
SEEEBRARA

Long Chuan
)l

Place of

incorporation
and operation

A LR
£33k

Malaysia
HRAES

BVI
RBRAES

Malaysia
HRAE
Malaysia

HRAE

BVI
RBRAES

Malaysia
BHRAED

Indonesia
gIle

BVI
HERIHE
Hong Kong

B

The PRC
i

Issued and
paid up
capital
ERTR
BERK

RM36,000,000
36,000,000 5%

US$10,000
10,000 7T

RM2
25

RM100,000
100,000 5%

USD10,000
10,0007

RM10,000
10,000 5%

RPH10,000,000,000
10,000,000,000
HlER

USD10,000
10,000 T

HK$6,000,000
6,000,000/ 7

USD1,400,000
1,400,000 7T

n‘/-ﬁ

17 WEBLA

B IR R M

RZZB-—RF+-_A=1+—H WEXRFBEN

T
Percentage of
effective ownership
interest
AAFEL
BB
Direct Indirect
B G
100% -
- 100%
- 100%
60% -
51% -
- 51%
- 50.50%
100% -
- 51%
- 51%
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Principal activities

TEER

Mining of dolomite and (@)
manufacturing of
magnesium ingots
RRAEAREERS

Investment holding (@
REER

Trading in magnesium 6)
ingots
BB

Dormant (@)
Tme

Investment holding (@)
REER

Investment holding @
REER

Exploration for manganese ()

Investment holding (©
REER
Investment holding (d.e)
REER

Extraction and bottling of i
mineral water
RREFERERK

149
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17 SUBSIDIARIES (continued) 17 MBAR#E)
Place of Issued and Percentage of
incorporation paidup effective ownership
Name of company and operation capital interest Principal activities
M K ERTR AR
ARER EBHE BERE BZADL TERER
Direct  Indirect
H# ik
Chinese Loong Culture Hong Kong HK$1 100% - Dormant ®
Development Group Limited &% 1787 mex

PEEXCEREEBRAT

Golden Elegant Limited Hong Kong HK$1 100% - Dormant ®
B BT Tmaz
Notes: B EE
(@ Audited by Baker Tilly Monteiro Heng. (a) £ Baker Tilly Monteiro Heng 2 #% °
(b) Audited by Achmad, Rasyid Hisbullah & Jerry. (b) # Achmad, Rasyid Hisbullah & Jerry #4% -
(c) No separate financial statements were prepared as it is not (© RIS 2 )5 E RE A IR L HE R WK - S
required to issue audited financial statements under the local EIRRE Y MW o

statutory requirements.

(d  Audited by Solarmark (HK) C.P.A. Limited (“Solarmark”). (d) KIER () R EBAMAR AR ([1ER]) &% -

(e) Consolidated financial statements, including Long Chuan are (e) FAPBmE - BiER) - KERAER -
audited by Solarmark.

®  Audited by STRTTIIEA K& ST AT R ISHT. 0 ETRTAEARE I HEBEE o
(] Incorporated during the year ended 31 December 2015 and () REE_T-—AF+-A=+—RALEFEFMAT L
reviewed by Baker Tilly Hong Kong Limited. REEBEFMEBHERRRER -
In 2012, the Group lost contact with the legal BRSO FrE  RZFE——F - A%H
representatives of PTLM. This brought to a halt to the daily HPTIMBEER R R K KBS - = PTLM HB %
operations and mining activities of PTLM and might LERRBZHBACERE  WATEw 2
impact the fulfillment of the obligations of PTLM in respect PILMETTE AR A EL %F#J%EFT B N AT A
of its production operation mining permit for manganese HAth B EETOBT RO EAE

and any other government regulations it would be subject
to as set out in Note 15(c).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17 SUBSIDIARIES (continued) 17

Victory Dragon Holdings Limited, a 51% owned subsidiary
of the Company, has material non-controlling interests
(“NCI"). The NCI of all other subsidiaries that are not 100%
owned by the Group are considered to be immaterial by
the directors. Summarised financial information in relation
to the NCI of Victory Dragon Holdings Limited, before
inter-group eliminations, is presented as below:

Re PR EwRMEE

MBS ARl (#)

AABEBS1%ER AN E R A EEBGR

’A7%&%@?(#&1&%@(HFEH&%@J) o W3

HmARKE 2B A FTA E A E A R I

%%ﬁﬁ?ﬁ%$ﬁﬁiﬂ_iﬁ BRASEEEAR
NEIREERERN EEEYHAT M BE R

MEZ5IT -

Year ended 31 December: BE+t-A=1+—HLEE:
Revenue A 583,596 948,213
Loss for the year FANEE (11,824,772) (34,161,808)
Total comprehensive loss %E%E k] (11,960,358) (33,897,712
Loss allocated to NCI DA E IR EE (5,794,138) (16,739,286)
Dividends paid to NCI B IR E R E = .
Net cash generated from operating 4R RS IR A IETH SRy

activities 10,190,051 6,165,130
Net cash used in investing activities KEEBBRRS T8 (9,952,483) (6,104,088)
Net cash used in financing activities BB ESATAR SR8 = (4,123)
Net increase in cash and cash ReRBEeEEY

equivalents EhNEEE 237,568 56,919
At 31 December: n+=—B=+—8:
Non-current assets IERBEE 33,473,868 30,502,154
Current assets MBNEE 2,171,021 981,558
Current liabilities mEaE (53,942,455) (38,747,074)
Non-current liabilities ERHEE (5,296,762) (5,296,762)
Net liabilities BEF5E (23,594,328) (12,560,124)
Accumulated NCI Rt s (11,561,221) (6,154,4671)
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n‘/-.ﬁ

18

152

B IR R M

INVENTORIES

@)

Inventories in the consolidated statement of
financial position comprise:

18 #E

@)

FEMBRRRTFOEFERRE

Raw materials FR#
Work-in-progress F X f
Finished goods RIRK an

The analysis of the amount of inventories
recognised as an expense and included in profit or
loss is as follows:

- 1,929,238
= 38,062
= 1,747,263

= 3,714,563

WRBRX M AIBENTFESED
™

#ran

Carrying amount of inventories sold
(Note 7(d))

Write off of inventories (Note 7(c))

Write down of inventories

During the year ended 31 December 2015, raw
material and finished goods of HK$2,199,487 (2014:
HK$NIl) were written off. This was because these
raw material and finished goods had been
deteriorated tremendously and could not be used
as assessed by the management of the Company.

Because of fluctuations in the market price of
magnesium, there was a significant reduction in the
net realisable value of inventories as at the end of
the reporting period. As a result, a write down of
inventories of HK$Nil (2014: HK$1,082,237) was
made at 31 December 2015.

DING HE MINING HOLDINGS LIMITED & HMi&£ZERBERAF

EEFEERERE

(BEE7(d)
TFEMEE (FEE7(C)
17 MU

40,283,476 59,509,517
2,199,487 .
= 1,082,237
42,482,963 60,591,754

BE_ZT-AFt-_A=t—RLHFE"
[RE N BB 82,199,487 BT ( — T — 04 ¢
TR WM AR ZERRE
ERFRNOMBEEERL  AKEARRE
EREMEREEAEM -

HRENTERE  RRESERFEENT
B HE NI D W%—E—£¢+—
AZ+—AMEEESE (=T —mEg
1,082,237 7T) ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Re PR EwRMEE

19 TRADE RECEIVABLES 19 EWERR

Trade receivables FEUBR K 177,489 2,854,282
All of the trade receivables are expected to be recovered T BTG FEURBR SRR —F Ak [a] o

within one year.

(@) Ageing analysis (@) BRI
An ageing analysis of trade receivables, based on REEE AN EBERRERR ST T
the invoice date, is as follows:

Current, neither past due nor impaired ~ BNH3 - 3 f&8 B ot Bl (& 49,428 2,711,735
Less than 1 month past due wHE DR —1E A = 388
1 month to 2 months past due #E—EAZWEA - 9,237
More than 2 months but less than B ERER A E A B DR

12 months past due +=f@A 16,936 29,907
Over 12 months past due AERE T @A 111,125 103,015
Amounts past due MESER 128,061 142,547
Total 1Bzt 177,489 2,854,282
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n‘/T\

BB MR

19 TRADE RECEIVABLES (continued)

154

(@)

(b)

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

Ageing analysis (continued)

Trade receivables derived from sales of magnesium
ingots are due within 14 days (2014: 14 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
or normally cash on delivery.

Further details on the Group's credit policy are set
out in Note 31 (b).

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.

At 31 December 2015, none of trade receivables
(2014: HKS$Nil) were pledged as security for banking
facilities granted to the Group.

19 BUWERR @)

(@

(b)

AR 0 AT (48)

KEHEXTENEEEREEOHEENE
BRI AMHENBEZ A48 (=
T—MF148) REH o BRULIASN - K
SENBERAI MR EAEE XD HE

BERPREEES  —MUERFZTER
EIIRS

AEBEFEERENE - THBHNW
31(b) °

I S H SR E 2 JEUR R AR E A R
FRELHEIBITFER - REBEL
B ARBERARE HUFHEHRBAE
HRERE  REARGEEERITESAE
B BERA&RDEEAT2EKD - K
S B mBL I F AR BTN

RZEBE-—RF+A=+—H LEEK
ER(CZ—TF: TBT)STEM - £
REERTASERITHENER R



20 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Re PR EwRMEE

20 FAMNRE - RERHEMEWRE

Other receivables H At FEU RIE 2,062,576 42,487
Advance payment to a contractor (Note (a)) [f— & & B g ik (M1EE @) 13,767,479 14,911,170
Prepayments for raw materials and JRE R B A TR R IR
machinery (Note (b)) (MH5E (b)) 625,470 677,430
Deposits and prepayments BE RIBRFKIE 1,584,961 1,524,845
18,040,486 17,155,932
Less: Impairment losses B ORERBE
— advance payment to a contractor — R~ 2R EBR
(Note (a)) (5T @) (13,767,479)  (14,911,170)
— prepayments for raw materials — RE R A TR OB
and machinery (Note (b)) (FF5E (b)) (625,470) (677,430)
3,647,537 1,567,332

Apart from certain of the Group’s deposits and
prepayments of HK$438,834 (2014: HK$637,851), the
remaining prepayments, deposits and other receivables
of the Group are expected to be recovered or recognised
as expenses within one year.

@)

In prior years, the Group advanced a total of
HK$13,767,479 (2014: HK$14,911,170) to a
contractor for ratification works in the production
plant of magnesium ingots in Malaysia. This
contractor was put under creditor’'s winding up in
2012. The Group’s management assessed the
recoverability of these advances was remote and
had made a full provision against them as at 31
December 2015 and 2014.

At 31 December 2015, the Group had made
prepayments of HK$625,470 (2014: HK$677,430) to
an entity for purchase of raw materials and
machinery. During the year, no goods and/or
machinery have been received by the Group from
that entity in settlement of the prepayments made.
The Group’s management assessed the
recoverability of these prepayments was remote
after suspension of the production plant in Malaysia,
and thus a full provision against them has been
made as at 31 December 2015 and 2014.

BRASEME TRE NIANFRIEA38,834 BT (=
T4 ¢ 637,8517870) 51 - TRHARGEEMH %
BN - RE FEMERGRIES R —F Rl E
KRR

@)

RBEFE  AEERERADMHERE
EWMENRA IR —2EBEANAL
13,767,479 7T ( — T — MM 4F : 14,911,170
BIL) e ZBEABER T —Z_FHEE
NBE - REBEEE T FEWE LS EK
MEEEM TERZZE—RAFR=ZZ
—HF+Z A=+ —AEHZEEE -

R-ZZE—RAF+-_A=+—H A£ER
BERHRESER—EERIMNENFRIE
6254707 jo( = & — U F : 677,4307%
L) e RFN - AREBEVWEEEZERH
BN AOEMRENEAER R
s AEBEEEI TN ERAIEMNE
EMEFEARBEHEENRENHRSE
W MERZE—AFERZTE—HF+=
A=+—H{EL28EE -
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NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS

21 PLEDGED DEPOSITS 21 BEHEXK
The Group's deposits of HK$Nil (2014: HK$2,735) is TEEDRAEBEENERBEMER TR
pledged to a bank for loan facilities granted to the Group TRERREET(ZE—MEF - 2,735%8 L) (R
(see Note 26). M5E26) °

22 TRADE AND OTHER PAYABLES 22 BEAERREMEMASRK

Trade payables FETER IR - 2,831,490
Accrued interest on bank loans IRITEFERFIE - 64,049,521
Accrued interest on convertible bonds AR E S ERTF B 2,979,773 6,852,144
Accrued salaries ErtE S 3,189,592 2,800,027
Other payables and accrued expenses Hih e IE N ERT X 31,272,134 28,575,686

37,441,499 105,108,868

All of the above payables are expected to be settled or TEH LA RN RERR —FANEERER
recognised as income within one year, or are repayable Bl HBERBREEE o

on demand.

An ageing analysis of trade payables, based on the invoice JEBR IR E B HMRR T T ¢

date, is as follows:

Current BNEA - 2,701,050
Due within 3 months =@ ARE - B
Due after 3 months but within 12 months = {& B 1418+ —{& A W5 &8 = 32,983
Over 12 months e+ @A - 97,457

- 2,831,490
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Re PR EwRMEE

23 OBLIGATIONS UNDER FINANCE LEASES 23 mERERIE
At 31 December 2015, the Group had obligations under RZE—RAF+ZA=+—H ' *EBRNEESR
finance leases repayable as follows: BB EAIENT ¢

2015 2014
—E-fF —ZE—F
Present Present
value of the Total  value of the Total
minimum minimum minimum minimum

lease lease lease lease
payments payments payments payments
BEHE REHE REHE REHE
AREE REE NHRHRE ReE

HK$ HK$ HK$ HKS
BT BT BT BT
Within 1 year —FR 174,814 181,403 315,456 336,972
After 1 year but within 2 years ~ —E&2BRER 51,005 52,171 197,272 205,234
After 2 years but within 5 years  Fi4E{&1B AER - - 62,758 64,193
51,005 52,171 260,030 269,427
225,819 233,574 575,486 606,399
Less: total future interest B RIRFE
expenses S 4858 (7,756) (30,913)
Present value of lease HEAERE
obligations 225,818 575,486
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Re B EmRMEE

23

24

158

OBLIGATIONS UNDER FINANCE LEASES
(continued)

The policy of the Group is to lease certain of its motor
vehicles and furniture and fittings under finance leases
expiring in 2 years and 1 year (2014: 3 years and 2 years),
respectively. As at 31 December 2015, the effective
borrowing rates of the Group were in a range from 1.8%
p.a. to 3.68% p.a. (2014: a range from 1.8% p.a. to 3.68%
p.a.), respectively. Interest rates are fixed at the contract
dates and thus expose the Group to fair value interest
rate risk. All leases are on a fixed repayment basis and no
arrangements have been entered into for contingent
rental payments. At the end of each lease term, the Group
has an option to purchase the motor vehicles and
furniture and fittings at nominal prices.

AMOUNT(S) DUE FROM/(TO) A DIRECTOR
AND RELATED PARTIES

23

24

MEREAE @)

AEENBRREREREAEREE TREN
MERAREE  FHONA2ER1FE(ZZE—N
F:HRAIFER2F) - RZE—AF+=A
—t+—H AEEERERFFNENT18%E
3.68%(—Z—4F : N F1.8%E3.68%) o &
RAENBHET Bt NEEAZAFERNE
BB o FTATAIREEERELEE T - B ER
A ENHEILLEE - REHERR - A%EH
RBEAREREE SHUREMRES -

Rl () —BEERBAES IR

Trading account B 5P
Current account RBEEP
Classified as: DER

Amounts due from related parties

Amount due to a director

Amounts due to related parties FEREE TS 5RIE

Total HEE

DING HE MINING HOLDINGS LIMITED & HMi&£ZERBERAF

&1 — 2 BEE JT IR

e —RE SRR

(2,416,399) (2,347,247)
475,079 (2,153,329)
(1,941,320) (4,500,570)
475,426 36,391
475,426 36,391
(347) (138,000)
(2,416,399) (4,398,961)
(2,416,746) (4,536,961)
(1,941,320) (4,500,570)




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Re PR EwRMEE

24 AMOUNT(S) DUE FROM/(TO) A DIRECTOR 24 FEW (BN —RESRBEEHFRE
AND RELATED PARTIES (continued) (%)
The amounts due are unsecured, interest-free and have ZHEREER  REEEETEENRMY -
no fixed terms of repayment.

Further details of amounts due from related parties are
disclosed as follows:

e BAE T SRIRRH BB T

Maximum
amount
Balance at Balance at outstanding
31 December 1 January during
Term of loan 2015 2015 the year
R=Z-1%F RK=F-I1F FR
+=-A=+—H —A—AH LESEYES
=33 =3 BEEeE
HK$ HK$ HK$
BT BT BT
HK New Huang Pu Finance Interest-free, unsecured and 475,426 - 475,426
Holdings Limited has no fixed terms of
("HKNHPF") repayment
AN EHSREREEERART 28  BEAEEEATENS
([BEHEHER])
HWG Tin Mining Sdn. Bhd. Interest-free, unsecured and - 36,391 36,391

("HWGTM")

HWG Tin Mining Sdn. Bhd.
(THWGTM)

has no fixed terms of
repayment
%8 - mIEH A EETFERS

Fan Wei Peng is a common director of HKNHPF and of the

company.

HWGTM is a subsidiary of Ho Wah Genting Berhad which

is a shareholder of the Company.

SBEBATENEREREARRZARES -

HWGTM A&7~ 5] A% 3 Ho Wah Genting Berhad f9

MEAR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERAR MR

25 CONVERTIBLE BONDS

160

@)

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 period of eight months to three years
from 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
outstanding aggregate principal amount of the
convertible bonds was HK$29,000,000 (2014
HK$80,000,000).

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. As a result of the share consolidation in July
2013, the conversion price of outstanding
convertible bonds of the Company was adjusted
from HK$0.10 per share to HK$0.40 per share with
effect on 29 July 2013.

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.

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

25

RRES

@)

RZZT——FNA—H  ARRHEEER
BEMNBLFERARGVEEHE I
A BE31T AN £ 4258 80,000,000 7% 7T K A #2
BfEH - ATRREHFERTABRNAEA
E=FREE o JRREFILZFHE10%
A REEWR . NEEGELN - RBE
HA JBERESFHAEERNSRES
29,000,0007% 7t (= Z — P4 4 : 80,000,000
L) °

B AR BB AT & (T8 R 4% = B
01078 TTHY 4R BB 1 2 BB BB 0 AT #R AR AE
FOARSEEBRRARRNE B - BR
—E-ZFEAETORNDEH - ARQA
HARBHROARRESORREHRER
OI0ETHEEERCIETL R_F

—=FtA-TNhBEM-

(EAR] R B [ J R BB 4 i) (8 7518 10 B HA 1R DA
AR AEEASENEHERD -

AMRESAT AR RRERE  REEDH
BRIEEAERREFREENSRNE
BEREED  ARBAACKETESKE
ATRPR7EZEEANELRBA - RRE
BEEITHER -



25 CONVERTIBLE BONDS (continued)

@)

(continued)

The maturity date of the five principal amounts of
outstanding convertible bonds of HKSNil (“First
Tranche Bonds"), HK$12,000,000 (“Second Tranche
Bonds”), HK$Nil (“Third Tranche Bonds"),
HK$10,000,000 (“Fourth Tranche Bonds”) and
HK$7,000,000 (“Fifth Tranche Bonds") is 1 December
2014, 29 December 2014, 9 January 2015, 4 March
2015 and 22 March 2015 respectively. The above
outstanding aggregate principal amount of
HK$29,000,000 is collectively referred to as the
“Matured Bonds”. As at 31 December 2015, all the
Matured Bonds were defaulted and due for
repayments. The directors of the Company
represented that (i) the Company is currently in the
course of arm’s length negotiations with the holders
of the Matured Bonds in relation to the Proposed
Alteration; (i) as negotiated with the holders of the
Matured Bonds, they verbally agreed not to redeem
the Matured Bonds until the Proposed Alteration is
confirmed; and (iii) the interest on the Matured
Bonds will continue to be payable by the Company
until the date of redemption pursuant to the terms
of the Matured Bonds. As at the approval date of
the consolidated financial statements, the Proposed
Alteration of the Matured Bonds have not been fixed
and confirmed yet.

At 31 December 2015, convertible bonds are due for
repayment as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Re PR EwRMEE

25 TABRESHE)

@)

(%)
AMAEEIRABEB T E—HE
% 1)~ 12,000,000 L ([ = H#EH]) -
AT E=#1E% 1) - 10,000,0007% 7T
([ ubfE# ) & 7,000,000% 7T ([ AL
BEFH DM ARERN AT RRESHEHA
PRBZE—NF+=_A—H ZF—N
F+ZAZ+hA -ZFE—RF—AAN
A —ZE—AF=-ANBE-_FT—RHF=
AZ+ZH-. LiimAkEELASHBR
29,000,000 T #c il A TR HES ] - K=
E-—RAF+-A=+—H FTHEZZHH
EHFEREFRABEIEE - AR AEE
xR (VARBERIBESFFEARE
RIEBCET A TER  (VEABMESFE
AERE  BEOEREREHENER
RN BRI HES R RBEEBES G
Ko AR EASFANE R B 2R 5 B H
BEHAE - RERE U BEmERIAERE - 5
EES AR SN ARORE M IER ©

RZE—RF+-_A=+—8 0[#BKE
HR AT HIR B B8 -

Already past due or within 1 year

The interest charged for the year is calculated by
applying an effective interest rate with a range from
17.54% p.a. t0 33.73% p.a. (2014: a range from
17.54% p.a. to 33.73% p.a.) to the liability
component for the number of days to the end of the
reporting period since the bonds were issued.

B —FRA

29,000,000 82,561,759

FEMBIZHTEAN TAESD 17.54%
E23RB7B(ZE—WF: N F1754% =
3373%) MEBRENE  mEHFETEE
MERIEMREGTE -
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25 CONVERTIBLE BONDS (continued)

162

@)

(continued)

The directors of the Company estimate the fair
value of the liability component of the Matured
Bonds as at 31 December 2015 to be approximately
HK$29,000,000 (2014: HK$82,125,000). The fair value
is assumed to be its principal amount.

The net proceeds received from the issuance of the
convertible bonds have been split into the liability

25 TWBRRES @)
@ (&)
ARREEFBAR_ZT—RHF+=A
—t+—HIHESFABESNNDFENS

29,000,000 7t (=% — U 4 : 82,125,000
BT) e RAFEBREREALE

BTARBRERMSRERFRC O REE
B MR T

and equity components, as follows:

First Second Third Fourth Fifth
Tranche Tranche Tranche Tranche Tranche
Bonds Bonds Bonds Bonds Bonds
£t EHE E=#t Em#t FEhH
HK$ HK$ HK$
T BT BT
At 1 January 2014 RZZE—WmFE—HA—H 22,087,007 13,993,191 10,138,278 9,853,528 16,738,191 72,810,195
Interest charged FEZH 6,512,993 4,706,809 1,777,812 1,804,281 2,949,669 17,751,564
Interest paid EAFE (2,600,000) (1,700,000) (1,000,000) (1,000,000) (1,700,000) (8,000,000)
Liability componentas at A== —pO4F
31 December 2014 +—-A=+—H
WA EEH 26,000,000 17,000,000 10,916,090 10,657,809 17,987,860 82,561,759
At 1 January 2015 R=ZT—H&—HF—H 26,000,000 17,000,000 10,916,090 10,657,809 17,987,860 82,561,759
Interest charged FEXH - - 83,910 342,191 712,140 1,138,241
Interest paid BEAAE - - (1,000,000) (1,000,000) (1,700,000) (3,700,000)
Redemptions of BE B TR E S
convertible bonds (26,000,000)  (5,000,000) (10,000,000) - (10,000,000) (51,000,000)
Liability componentasat R-Z—H&F+_A
31 December 2015 =t+—HHAaEHG - 12,000,000 - 10,000,000 7,000,000 29,000,000
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25 CONVERTIBLE BONDS (continued)

(0)

In 2012, the Company issued convertible bonds with
maturity date on the fifth anniversary of the date of
issue (i.e. 17 April 2017) for an aggregate principal
amount of HK$106,840,000 as part consideration for
the acquisition of Victory Dragon Group in 2012. The
convertible bonds bear interest at 5% p.a. payable
annually and are unsecured.

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. As a result of the share
consolidation in July 2013, the conversion price of
outstanding convertible bonds of the Company was
adjusted from HK$0.126 per share to HK$0.504 per
share with effect on 29 July 2013.

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.

On 15 January 2013, the convertible bonds in the
principal amount of HK$43,840,000 were converted
into 347,936,507 ordinary shares of the Company at
HK$0.025 each.

Pursuant to an agreement signed for acquisition of
51% of the issued share capital of Victory Dragon
Group, Voice Key Group Limited (“First Vendor”) and
the guarantor, Mr. Chu Yuk Lung (the “Guarantor”)
irrevocably warrants and guarantees to the Group
that the audited consolidated net profit after tax and
any extraordinary and exceptional items (“Audited
Profit”) of Victory Dragon Group will not be less than
RMB30,000,000 (“Guaranteed Profit") for the period
of twelve months commencing from the date of
completion of the acquisition (“Guaranteed Period”).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

25 TABRESHE)

(b)

RZTE—ZF KARBOTASHE
106,840,000 LRI AT AR E S - 1ERNZ
T FUREEERZ BHRE - AT
BEFNESHRAETAPRAF (A=
T—+FMA+EH)  RFEFMES%BT B
MEER - FBAGFEI -

AT AR B 25355 A PR I 2B A1 49 4F fr] 85 R
1= & 1% 0.126 75 S K B F 1R BRE 5 2 8P sk
B D A4 %8 5 1,000,000 7 7T 2 B AEEE) 7]
BREFEREADNGTNEBER - R=F
—=F+ANRMDAHTRE  ANARM
REHBNATRBEFNRBREE =S —=
FEAZ+NBRAER0126ETTHE
205048 T °

EAAREE @ R AR R 0 (B 75 15 70 B #1122
ReRAEEASENEERE -

AR R AIAE) HY A ATRE B 12 A1 A @A) AR
(EEZ

RZE—=F—A+RHA £2EA
43,840,000 70 2 AT AR &4 i A
347,936,507 i T IR EE0.025 8 7L 2 A A
AlE @

RERWEYEEED HITRAN51%M
% 5T 2 sk - Voice Key Group Limited ([ 55
—BH ) RERARARELE(ERAD
ATt A A R B A R AER - glBEs
® &5 Sepk Ui B HRERT 12 8 A BRI ([RE
) BB S AT REAERRIEEFEIEE
BRI EZRE AR ([ EEZEF ) BT
A AR5 30,000,000 7T ([REE % F] 1) -
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25 CONVERTIBLE BONDS (continued)

164

(0)

(continued)

If the Guaranteed Profit is not achieved for the
Guaranteed Period, 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 Guarantee Period, 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 Guarantee Period 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.

On 30 August 2013, the directors of the Company
announced the audited financial statements of
Victory Dragon Group for the Guarantee Period
showed a net loss after tax and any extraordinary
and exceptional items of HK$8,228,917. Based on
the exchange rate at that time, the Guaranteed
Profit was HK$38,090,401 (equivalent to
RMB30,000,000), and hence, the actual shortfall
between the audited net loss and the Guaranteed
Profit was HK$46,319,318. As such on 16 October
2013, the convertible bonds in the principal amount
of HK$46,319,318 was cancelled and deducted.

As at the end of the reporting period, the
outstanding principal amount of convertible bonds
in relation to the Victory Dragon Group was HK$Nil
(2014: HK$16,680,682).

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

25

AR ES (&)

(b)

(%)

PR E AR EEER RGN - AEE
HAERRSRRSEEQ JBRESFNR
BEA S ETIRAST R T Zom A E R
B FEERE - MYl BEEERRER
MRS IR TR S A ()55 ok I SFAS IR B 1R AR
BEEFE AREBAEAURRES
MAREEASBEPMRBFREERRRE
HBHBENTR  ERSHESETGHE
i 50,000,000 & 7T, ©

F-EH(AEFRBBEANRE  BRIERE
FYREEEXREBP I GACEXTH
WE - BRODEBREHEF  TREBT
SR - R E AR E S T B Al
B (& 2 AR (838 N6 58 2 52 50,000,000
PEIT - BAE A NERE AT R E S 2 K
E32 N4 5872 50,000,000 7 7T

RZZE—=FNA=+H ARREEE
- R EBENREBANCEZYBRE
Sl B 5 B SRS PR I 5T R AT AT 45 Bk
NIEAC H T8 B 14 F518)$588,228,917 4 7L ©
RERNEXHE REBNA
38,090,401 78 7t (#8 & 1A A R ¥ 30,000,000
7o) At - KEZEBFERREZ RN
2B B = 546,319,31878 7T » AUt
RZE—=F+A+ "B XE&8BAR
46319318,%7t27}ﬁﬂx1 FE TR
kR

N

REREER - Byl AEN A RRE
ENHAEERASBATEL(ZT—
£ 116,680,682/ 7T) °
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25 CONVERTIBLE BONDS (continued) 25 TABRES @)
(b)  (continued) () (&)
The net proceeds received from the issuance of the FIARBRESASEREFEE ) RAE
convertible bonds have been split into the liability 2By MAEREBAUT ¢

and equity components, as follows:

At 1 January 2014 RZZE—NFE—H—H

Interest charged MEZH

Interest paid BAFE

At 31 December 2014 and RZET—M4F

1 January 2015 —A=+—HEK

—E-RF—AF—H

Interest charged FlEZ M

Interest paid BERAFE

Redemptions of convertible bonds & [E] 7 #2 j% (& %5

At 31 December 2015 n=

;:E

%1

heF

The interest for the year is calculated by applying an
effective interest rate of 17.58% p.a. (2014: 17.58%
p.a.) to the liability component for the number of
days to the end of the reporting period since the
bonds were issued.

The directors of the Company estimate the fair
value of the liability component of the convertible
bonds as at 31 December 2015 to be approximately
HKS$NIl (2014: HK$12,013,000). This fair value has
been calculated by discounting the future cash
flows at the market rate.

Liability Equity

component component

=Ry ERIH

HKS HK$

BIT BIT
10,834,593 6,920,516 17,755,109
1,715,805 - 1,715,805
(834,034) - (834,034)
11,716,364 6,920,516 18,636,880
8,107,630 - 8,107,630
(573,780) - (573,780)
(19,250,214)  (6,920,516) (26,170,730)

FERMBTREANFEBEIM17.58% (=
T U : 17.58%) MERFFE - 12E
EBRTHEEREPERIEMREGTE -

AABEER[RFAR_ZE—HE+_A
—t+—HURBREFABBHNATFEL
AEEIT(ZZF—MF : 12,013,000 7T) °
ZAFEDETSHEERRRR SRS
FTHE -
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26

166

BANK LOANS — SECURED 26. HIEHFIRITER
2015 2014
ZE-1% —E-EE
Less: Less:
Nominal  unamortised Nominal unamortised
value costs Total value Costs
3 | R
HfE HEA 5 AfE
HK$ HK$ HKS
B B j B
Bank loans, secured BREABEIEN 260,423,032 - 260,423,032 383.212,795 (1,820,622) 381,392,173
At 31 December 2015, interest bearing bank loans are due RZZE—RAF+_A=+—H  FERTEZRN
for repayment as follows: AT BAR B BA(E 2

Already past due or within 1 year 2@ —F A 260,423,032 381,392,173

Transaction costs T E KA

Cost: A

At 1 January n—HA—H 8,699,851 9,277,771

Write off s (7,791,815) -
Exchange adjustments b 5 (908,036) (577,920)
At 31 December Rt+t-—A=+—H - 8,699,851

Accumulated amortisation: RETEESY

At 1 January ®n—H—H 6,879,229 6,940,385
Write off b €] (7,791,815) =
Amortisation for the year F N8 5 1,630,597 372,904
Exchange adjustments b 5 (718,011) (434,060)
At 31 December WR+—-_A=+—H - 6,879,229
Unamortised transaction costs REHER ZHAR - 1,820,622
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26 BANK LOANS — SECURED (continued)

The secured bank loans as at 31 December 2015 are
interest bearing at 8.85% p.a. (2014: 8.6% p.a.). These
bank loans were restructured on 25 July 2011 by 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$1,586,032) with effect from August 2011 to December
2013 and increasing to RM4,200,000 (equivalent to
HK$9,942,287) from January 2014 to the second last
repayment of the loans in 2018.

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

(i) alegal 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 CYMSB
excluding the performance bonds;

(iv) assignment of all CVYMSB'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 CYMSB’s rights, benefits and
interest under insurance undertaken by CVMSB as
part of its operations for the Project;

(vi) an assignment over the existing revenue accounts
maintained at HSBC Amanah Malaysia Berhad 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;

(viii) an assignment over the insurance policies of the

retorts of CVMSB; and

(ix) corporate guarantee by Ding He Mining Holding
Limited (Note 35(a)).

26

BB MR

n‘/T\

BEARTERE)
R_E—AF+_A=+—AMEERRETE
FIRFFNEL.85% (ZF—UF : 8.6%)TE It
LRTERN T ——F+ A =-+FAHHAEBank
Rakyati#1TE4 - RIFEHBTER W &%
BEN-_ZE——FN\AZZT—=F+=/AF

B 5 #3182 4R 1T B 3%670,000 % # (1 & R
15860328 7L) WH-FE—WF—AE_F
— )\ FH &% ZBER 2 B % 4,200,000 5
M (FEER 9,942,287 70) ©

#EF CYMSB BSRTTE FRIZ AR 5 LR ¢

()  FLCVMSBAT#: i MAEH FEE - HER
SOETERRS

(i) EEEUERN

(iii) %cvmssﬁﬁﬁfﬁﬁ&%ﬁ%ﬁ?(? BIEE

LRTB) R LETE M FE AT NES

(iv) ﬁii}éif%CVMSB}i’AEﬁifiﬁlﬁ B(IZ®BAE
BMHPABERTAL Rt ERIREMBE D
B —EDHER) - Z AR R

(v)  HEECVMSBIERENZIAR XK MM
BRI R — LDHER » B am S at

(vi) A %R 17 ¥ & £ HSBC Amanah Malaysia
Berhad F s #9ER8 IA P Rz M A P B9 3
BRFRIE - AP BB IRITIRIE

Jii]
i
A

(vii) FLCVMSBHY & R # 5% 3L HO 5 —
/8%

(vii)  #HE CVMSB HYIE IREEEVIREE +

(ix) FASFEEERARABEL R ER
#F35@)) °

ANNUAL REPORT #£3§ 20150 167



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERAR MR

26

168

BANK LOANS — SECURED (continued)

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 was
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 31 (e).

During the year ended 31 December 2013, the Group
defaulted on the repayments of bank loans since
November 2013 and breached one of the covenants of
the banking facilities. Upon discovery of the breach, the
directors of the Company commenced a negotiation of
the terms of the loans with Bank Rakyat. These
negotiations have concluded on 24 February 2014
whereby Bank Rakyat agreed to extend a one year grace
period without executing legal proceeding against the
Company and CVMSB until 31 December 2014. CVMSB is
required to repay monthly instalment of RMé670,000
(equivalent to HK$1,586,032) for the year ended 31
December 2014.

On 15 December 2014, the Group has accepted the
restructuring proposal discussed and offered by Bank
Rakyat in respect of the outstanding loans owing by
CVMSB (the "Proposal”). Pursuant to the Proposal, the full
and final settlement sum by CVMSB shall be reduced to
RM113,040,000 (equivalent to approximately
HK$258,850,469) which is repayable to Bank Rakyat on or
before 30 June 2015, in which (i) an amount of
RM4,020,000 (equivalent to approximately HK$9,205,404)
must be settled to Bank Rakyat on or before 31 December
2014; (i) a monthly sum of RM200,000 (equivalent to
approximately HK$457,980) shall be repayable to Bank
Rakyat on the last day of each calendar month
commencing from January 2015 to June 2015 and the final
instalment of RM2,820,000 (equivalent to approximately
HK$6,457,522) will be paid as bullet payment latest by 30
June 2015; and (iii) a full and final settlement sum of
RM105,000,000 (equivalent to approximately
HK$240,439,661) be repayable by CYMSB to Bank Rakyat
on 30 June 2015.
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26 BANK LOANS — SECURED (continued)

During the year ended 31 December 2014 and due to
continued negative cashflows, the Group defaulted on the
repayments of bank loans of RM4,020,000 (equivalent to
approximately HK$9,205,404) and breached one of the
covenants of the banking facilities. Upon discovery of the
breach, the directors of the Company commenced a
negotiation of the terms of the loans with Bank Rakyat.
These negotiations have concluded on 12 January 2015
whereby Bank Rakyat has agreed to defer the repayment
by CVMSB of the bank loan amounting at RM4,020,000
(equivalent to approximately HK$9,205,404) to 16 January
2015, which was originally repayable on or before 31
December 2014. According to Bank Raykat, such deferral
is final and Bank Raykat shall not allow any further delay
and/or failure on the part of CYMSB to meet its payment
obligation. However, the bank loan of RM4,020,000
(equivalent to approximately HK$9,205,404) was defaulted
again and not yet repaid up to March 2015.

On 17 March 2015, the Company received a letter issued
by Bank Rakyat indicating that the continued failure to
fulfil the repayment obligations as set out in the Proposal
constituted a breach of terms and therefore the above
Proposal was terminated and/or allowed to be
terminated. Accordingly, the total amount owed and
repayable to Bank Rakyat was restored to RM203,141,864
(equivalent to approximately HK$465,174,866) as at 28
February 2015 (the “"Outstanding Loan”) which was
required to be settled within 14 days from the date of that
letter. According to Bank Rakayt, legal actions will be
commenced against CVMSB including all its corporate
guarantors if CVMSB failed, neglected or refused to settle
the Outstanding Loan within the given period.
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BANK LOANS — SECURED (continued)

On 26 June 2015, the Group further accepted the latest
restructuring proposal offered by Bank Rakyat. Pursuant
to which, the total amount owed and repayable to Bank
Rakyat by CVMSB agreed to be reduced to RM113,040,000
(equivalents to approximately HK$203,932,888) by means
of cash settlements of RM68,040,000 (equivalents to
approximately HK$122,749,414) and redemption of
charged properties for RM45,000,000 (equivalents to
approximately HK$81,183,475). The first cash repayment
of RM11,300,000 (equivalents to approximately
HK$20,386,073) was settled by the Group on 2 July 2015
within 7 working days from 26 June 2015 and the
remaining balance of RM56,740,000 (equivalents to
approximately HK$102,363,341) was settled by the Group
on 30 November 2015 as per the extended settlement
deadline. Upon full repayment of the cash settlements to
Bank Rakyat, CVMSB is entitled to redeem the charged
properties for RM45,000,000 (equivalents to approximately
HK$81,183,475). The redemption shall take place within
six months from 26 June 2015 and at the discretion of
Bank Rakyat, extend for further six months if there is a
proof of sale provided by CVMSB. An additional charge
calculated at a rate of 3.85% per annum shall be imposed
on the outstanding balance of RM45,000,000 (equivalents
to approximately HK$81,183,475) after full repayment of
the above mentioned cash settlements and until the full
redemption payment of the charged properties. On 26
November 2015, Bank Rakyat issued a letter to CVMSB
informing CVMSB that Bank Rakyat has agreed to extend
the charged properties’ redemption until 30 June 2016.
Accordingly, from January 2016 onwards, CVMSB is
required to pay a monthly charge of RM144,375
(equivalent to approximately HK$260,464) to Bank Rakyat
until full settlement of the redemption payment for the
redemption. On 31 March 2016, the Company issued a
letter to Bank Rakyat for applying an extension of the
submission deadline of the proof of sale to after 31 March
2016. Any breach of the above mentioned terms and
conditions shall constitute an event of default and this
revised restructuring proposal shall be terminated and
Bank Rakyat has the right to proceed with legal actions
against CYMSB and the Company.
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27 UNSECURED LOANS FROM THIRD PARTIES

Re PR EwRMEE

27. REE=FEEHRER

Within 1 year —FR

On 5 November 2015, the Company entered into a loan
agreement with an independent third party for an
unsecured loan of HK$1,800,000 at an interest rate of 24%
p.a. payable monthly. The amount due is repayable on
demand.

For the year ended 31 December 2014, the unsecured
loans from third parties brought forward of
HK$150,000,000 were settled by way of loan capitalisation.
The cause and effect are set out as follows:

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 12 February 2014, the Company successfully
negotiated with the lender with written confirmation to
defer the repayment by a year to 12 June 2015 and to
charge interest rate at 12% p.a. payable half-yearly with
effect on 13 June 2014.

On 14 October 2011, the Company entered into loan
agreements with four 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 respective drawdown date.
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UNSECURED LOANS FROM THIRD PARTIES
(continued)

In March 2012, the Company successfully negotiated with
these four lenders in writing 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.

In March 2013, the Company has successfully negotiated
with these four lenders in writing to defer the repayment
by a year to April 2014 and to charge interest rate at 18%
p.a. payable half-yearly.

On 30 January 2014, the Company further successfully
negotiated with these four leaders to defer the repayment
by a year to 30 April 2015 and to charge interest rate at
18% p.a. payable half-yearly with effect on 1 May 2014.

0On 21 March 2014, the Company negotiated with all of the
above five lenders (collectively known as the “Lenders”)
and entered into capitalisation agreements respectively in
relation to, among others, the set-off of each of the
Lenders’ outstanding principal sum and unpaid interests
by way of (i) the issue and allotment of capitalisation
shares; and (i) the issue of convertible preference shares
(“CPS") (the “Loan Capitalisation”).

On 12 August 2014, the Company entered into a deed of
waiver to each of the Lenders, of which the Lenders (i)
confirm that they will waive all their rights in the unpaid
interest accrued on the outstanding principal sum from 21
March 2014 to the date of completion of the Loan
Capitalisation; and (ii) confirm and agree to release, acquit
and discharge the Company from any and all liability of
any nature whatsoever and from any and all claims,
demands, causes of action or liens of any nature
whatsoever arising out of or in connection with Lenders’
outstanding principal sum and unpaid interests as at 21
March 2014.

The Loan Capitalisation was eventually completed on 14
August 2014, of which an aggregate of 565,631,172
ordinary shares and an aggregate of 565,631,177 CPS
were allotted and issued to the Lenders. On 10 April 2015,
the holders of CPS converted 565,631,177 CPS at a total
nominal value of HK$90,500,988 into 565,631,177 ordinary
shares of the Company, and the CPS have been fully
converted as of 31 December 2015.
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28 DEFERRED TAXATION
The following are the deferred tax liabilities recognised
and movements thereon during the current and prior
years:

Re PR EwRMEE

EAERTH
ST BRAE BB (8 R RIEE BB R
EREZD

Exploration
and evaluation
assets

BRI EEE
HK$
BT

At 1 January 2014 R-ZE—HFE—H—H (32,061,574)
Credit to profit or loss (Note 8(a)) T ABE (FE8() 23,492,927
At 31 December 2014 RZZE—WF+=-RA=+—H (8,568,647)
At 1 January 2015 RZZE—hF—H—H (8,568,647)
Credit to profit or loss (Note 8(a)) wua £ (FfEE8(a) 616,504
At 31 December 2015 RZE—RF+=-A=+—H (7,952,143)

As at 31 December 2015, the Group has not recognised
deferred tax assets in respect of accumulated tax losses
of approximately HK$270,018,000 (2014: HK$258,374,000)
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 2015, the Group has deductible
temporary differences of approximately HK$223,062,000
(2014: HK$130,625,000). 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.
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29 CAPITAL AND RESERVES 29 EBEXRK#E
(@) Movements in components of equity (@) HEHZARBHONEER
The reconciliation between the opening and closing REBARE T o5 S 4ARK 2015 B ) B B R 4%

balances of each component of the Group’s
consolidated equity is set out in the consolidated

year are set out below:

The Company

statement of changes in equity. Details of the T
changes in the Company's individual components of
equity between the beginning and the end of the
N
Convertible Convertible
Share Share preference Capital ~ bond equity Other  Accumulated
capital premium shares reserve reserve reserve losses
ER TRRES
e R EE Bik BARE RERE ZiTER
HKS HKS HKS HKS HKS HKS
BT B AT BT AT BT
Note (c) i) Note (d)l) ~ (Note (c)iv)
MEE@m (M (R 0M)
At 1 January 2014 RZF-ME-A-R 160818427 690145419 - 1,338,136 29,331,866 33925000 (1120200345 (204,641,497)
Changes in equity for 2014: “E-MEREEY:
Lossand total comprehensive s~ £REBRAEFRLE
- - - - - - (79,694,199) (79,694,199)
R=E-MF=A=A
BERRAENE (ol 690145419 (690,145,419 - - - - - N
RERAEERLTH
it (ol 48,245,400 - - - - - - 43,245,400
REESARIA
RINRG o)) 90,500,988 - 90,500,988 - - - - 181001976
RZF-BE+=A=t-A 989,710,234 - 90,500,988 1,338,136 29,331,866 33925000 (1,199,894,544) (55,088,320)
HZE-RE-A-8 989,710,234 - 90,500,988 1,338,136 29,331,866 33,925,000 (1,199,894,544)  (55,088,320)
ZB-RERESE:
ENBRRZEERLE
- - - - - - (214303121) (214,303121)
ShuEREtk
90,500,988 - (90,500,988) - - - - -
RERGRERZTHRG
(o)) 109,935,500 - - - - - - 109,935,500
REAREEMSAHRG
o)) 171,128,519 = = = = = - 177728579
EEmkES - - - - (21,773,666) - 773,666 -
W-E-RE+ZAZt-B 1,367,875,301 - - 133136 755200 33925000 (1392423,999) 18,272,638

for the year
Transition to no-par value regime on
3March 2014
Shares issued pursuant to a
share placing
Shares issued pursuant to the
Loan Capitalisation

At31December 2014

A1 January 2015

Changes in equity for 2015

Loss and total comprenensive loss
for the year

Conversion of convertible
preference shares

Shares issued pursuant to a share
placing

Shares issued pursuant to an open
offer

Redemptions of convertible bonds

At 31December 2015
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Re PR EwRMEE

29 CAPITAL AND RESERVES (continued) 29 EXRKfHEE
(b) Share capital (b) B
2015 2014
—2-1f —TmE
Number Number
Notes of shares Amount REIES
Mzt REGHE 8 RingE
HK$
BT
Ordinary shares, issued AR - 2%
and fully paid: LR
At 1 January n—A—H 2,495,451,437 989,710,234 1,608,184,265 160,818,427
Conversion of convertible EHTEARLR
preference share (i) 565,631,177 90,500,988 - -
Transition to no-par value RZE—ME
regime on 3 March 2014 —A=HEEZ
BEEHE (i - - - 690,145,419
Shares issued pursuant to RERHEEMmET
a share placing iofidh (i) 612,000,000 109,935,500 321,636,000 48,245,400
Shares issued pursuant to REEFERL
the Loan Capitalisation mETRRS (i) - - 565,631,172 90,500,988
Shares issued pursuant to BBEARRE
an open offer mETRRS (i) 1,836,541,307 177,728,579 - -
At 31 December W+ZA=1+—H 5,509,623,921 1,367,875,301 2,495,451,437 989,710,234
The holders of ordinary shares are entitled to LR E AEERRARERMKRE
receive dividends as declared from time to time and WEEZER —BEARAARE LR -
are entitled to one vote per share at meetings of the FIEEBERRARANTBEENS F
Company. All ordinary shares rank equally with A% -

regard to the Company's residual assets.
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29 CAPITAL AND RESERVES (continued)
(b) Share capital (continued)

176

)

(ii)

Issue of shares

On 30 July 2014, 321,636,000 ordinary shares
were issued by placing at HK$0.15 each for
cash consideration of HK$48,245,400, net of
expenses incurred.

On 14 August 2014, an aggregate of
565,631,172 ordinary shares and an aggregate
of 565,631,177 CPS each were issued at a
price of HK$0.16 and HK$0.16 respectively in
respect of the Loan Capitalisation (Note 27).

On 10 April 2015, the Company’s CPS with
principal value of HK$90,500,988 were
converted into 565,631,177 ordinary shares of
the Company at a conversion price of
approximately HK$0.16 per ordinary share.
Accordingly, an aggregate amount of
HK$90,500,988 was released from convertible
preference shares reserve, and was credited
to share capital account.

On 7 August 2015, 612,000,000 ordinary
shares were issued by placing at HK$0.185
each for cash consideration of
HK$109,935,500, net of expenses incurred.

On 19 November 2015, 1,836,541,307 ordinary
shares were issued by open offer at HK$0.10
each for cash consideration of
HK$177,728,579, net of expenses incurred.

In accordance with the transitional provisions
as set out in section 37 of Schedule 11 to
Hong Kong Companies Ordinance, any amount
standing to the credit of the share premium
has become part of the Company’s share
capital on 3 March 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29 CAPITAL AND RESERVES (continued)

(c)

(d)

Share warrants

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$0.10 per share for a period
of 36 months commencing from the date of issue of
the warrants. As a result of the share consolidation
in July 2013, the exercise price of outstanding
warrants of the Company was adjusted from
HK$0.10 per warrant share to HK$0.40 per warrant
share with effect on 29 July 2013. At 31 December
2014, 543,636,000 outstanding warrants lapsed after
the close of business on 5 October 2014.

Nature and purpose of reserves

(i) cCapital 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.

(ii) 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(s).

(iii) 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(k).

e MR MR
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RAEER 7D 0408 TT BT —=F+
AZ+hBREER - RZZT—NF+=A
=t+—8 RIZE-NE+ARALERE
%1475 543,636,000 17 &) AR 1 T8 R AR FE 2K
2

RENMEREN

(i) EXREE
BARBEIRERBTARARK
REWIAAEFIRFE - FHER
TTE R ERE R ERA RO

(i) EXFHE
EN FRERmEINEEMBREM
EEN—YIE L ZR - HEREH
AP E 2(s) Y & AT R B HE ©

TRRESESHE

R B EITE AR BB 5 B R TT(E
Rt M EEREM 2K PrEie
FHERERIER ©

(iii)

ANNUAL REPORT 3§ 201500 177



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERAR MR

29 CAPITAL AND RESERVES (continued)
(d) Nature and purpose of reserves (continued)
(iv) Convertible preference shares

178

(v)

On 14 August 2014, the Company issued
565,631,177 CPS at an aggregate nominal
value of HK$90,500,988 upon the completion
of the Loan Capitalisation. The conversion
price of the CPS is fixed at HK$0.16 per
ordinary share and can be converted into
ordinary shares without specified maturity
date. Neither the Company nor the holders of
the CPS shall have any right to redeem the
CPS, other than for the purpose of conversion
of the CPS pursuant to the terms thereof. The
CPS shall at all times (a) rank pari passu to any
and all current or future preferred equity
securities of the Company; (b) shall not be
entitled to any dividend; (c) non-redeemable in
nature; and (d) have no voting rights.

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 CVYMSB, 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 to the then shareholders of CVMSB,
credited as fully paid at an issue price of
HK$0.10 per new share.

The Company

Other reserve of the Company represents the
difference between the value of the shares of
CVMSB acquired over the nominal value of the
shares used by the Company as consideration
for the reverse acquisition on 14 October
2008. The application of the other reserve is
governed by section 196 of the Hong Kong
Companies Ordinance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29 CAPITAL AND RESERVES (continued)
(d) Nature and purpose of reserves (continued)

(vi) Distributability of reserves
At 31 December 2015, there were no realised
profits available for distribution to owners of
the Company (2014: HK$NIl).

(e) Capital management

The Group's primary objectives when managing
capital are to safeguard the Group's ability to
continue as a going concern, so that it can continue
to provide returns for owners and benefits for other
stakeholders.

The Group actively and regularly reviews and
manages its capital structure to maintain a balance
between the higher shareholder returns that might
be possible with higher levels of borrowings and the
advantages and security afforded by a sound capital
position.

The Group is not subject to externally imposed
capital requirements in either the current or prior
years.

30 SHARE OPTION SCHEME
(@) The existing share option scheme

Pursuant to the written resolution passed on 14
October 2008, the Company adopted a share option
scheme (the “Existing Scheme”) to (i) attract and
retain the best quality personnel for the
development of the Group’s business; (ii) 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 Existing 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.
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30 SHARE OPTION SCHEME (continued)

180

(@) The existing share option scheme

(continued)

Under the Existing 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; (iii)
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 Existing Scheme
shall not exceed 10% of the issued share capital of
the Company on the date of adopting the Existing
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 Existing 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30 SHARE OPTION SCHEME (continued)

(a)

(b)

The existing 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 the Stock Exchange’s daily quotations
sheets on the date of the grant of the options, the
average closing price per share as stated in the
Stock Exchange’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 Existing Scheme since its adoption date.

Subsequent to the end of the reporting period, the
Existing Scheme is terminated pursuant to the
written resolution passed on 4 February 2016 and a
new share option scheme is approved and adopted
by the Company. Details of the new share option
scheme are set out in Note 30(b) below.

The new share option scheme

Pursuant to the written resolution passed on 4
February 2016, the Company adopted a new share
option scheme (the “New Scheme”) to (i) motivate
the eligible persons to optimise their performance
efficiency for the benefit of the Group; and (i) attract
and retain or otherwise maintain on going business
relationship with the eligible persons whose
contributions are or will be beneficial to the long-
term growth of the Group. The New Scheme is to
remain in force for a period of 10 years from the
date of adoption of such scheme and will expire on
3 February 2026.
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30 SHARE OPTION SCHEME (continued)

182

(b) The new share option scheme (continued)

Under the New Scheme, the Directors may at their
discretion grant options to (i) any directors,
employees, executives or officers of the Company
or any subsidiary; or (i) any consultant, adviser,
supplier, customer or agent of the Company or any
subsidiary; or (iii) any other person determined by
the Directors from time to time to subscribe for the
Shares of the Company.

Options granted must be taken up within 30 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 New Scheme
shall not exceed 10% of the issued share capital of
the Company on the date of adopting the New
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 New Scheme and any
other scheme of the Company must not in
aggregate exceed 30% 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 directors, substantial shareholders or any of their
respective associates (as defined in the Listing
Rules) are required to be approved by the
independent non-executive directors (excluding any
independent non-executive director who is a
grantee). Options granted to substantial
shareholders, independent non-executive directors
or any of their respective associates (as defined in
the Listing Rules) in aggregate in excess of 0.1% of
the 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30 SHARE OPTION SCHEME (continued)

(b)

The new 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 the Stock Exchange’s daily quotations
sheets on the date of the grant of the options and
the average closing price per share as stated in the
Stock Exchange’s daily quotations sheets for the five
business days immediately preceding the date of
the grant of the options.

No option has been granted by the Company under
the New Scheme since its adoption date.

31 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

(@)

(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 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.
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31 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (continued)
(b) Credit risk (continued)

184

(c)

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 14 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 or 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.

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 corporate guarantees given by the
Group as set out in Note 35(a), 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 corporate guarantees at the end of the
reporting period is disclosed in Note 35(a).

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (continued)
(c) Foreign currency risk (continued)

(i)

Exposure to currency risk

The following table details the Group’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 HKS,
translated using the spot rate at year end
date:

Exposure to foreign currencies (expressed in
HK$)

Re PR EwRMEE

31 SRIEBEERAFE@E)

(c) SMERBR(E)
() FERNEEER

TR R A SR B 7 3R B R AT
FAEBEH B AR EEIAINE
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2015 2014
—E-HEF —F—-HF
United States  United States
Dollars Dollars
ES ETT
HK$ HK$
BT BIT
The Group REE
Cash and cash equivalents ReERRLZEEY 11,241 23,595
Trade and other payables FEAT BR 3N N ELAth PR A 3R - (2,838,317)
11,241 (2,814,722)
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (continued)
(c) Foreign currency risk (continued)

31 eRIEABERERAFE @)

(c) SMERBER &)

(i) Sensitivity analysis (i) BRBREDN
The following table indicates the approximate TRERMEH [‘%ﬁ?ﬁl@ﬂééﬁi%éﬂr
change in the Group's loss before tax and EEREIMERE RSB B (K&

accumulated losses in response to reasonably
possible changes in the foreign exchange
rates to which the Group has significant
exposure at 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:

@#iﬁiﬂﬁﬂil%—%“@jﬁﬁwiﬁ
RB) (R PrA E R 2 8RS
TE)MABEL - S E AR
BN AZINEEXEHZE -

2015 2014

—E-Ff —TE
(Increase)/ (Increase)/
Increase/ decrease Increase/ decrease
(decrease) in loss before (decrease)  inloss before
in foreign tax and in foreign tax and
exchange accumulated exchange  accumulated
rates losses rates losses
BRBEAT BRAEAI
BER BER
SN BB % 2 B8R HNE[E = ZEEE
A/ (TR (Em)/EHP  EH(RE)  OEm)/ R
HK$ HKS
BT BT
United States Dollars EVH 5% 562 5% (140,736)
(5)% (562) (5)% 140,736

The sensitivity analysis assumes that the
change in foreign exchange rates had been
applied to re-measure those financial
instruments held by the Group which expose
the Group to foreign currency risk at the end
of the reporting period. The analysis excludes
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 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (continued)

(d)

Interest rate risk

The interest rate risk of the Group arise primarily
from secured bank loans, unsecured loans from
third parties and convertible bonds. Borrowings
issued at variable rates and fixed rates expose the
Group to cash flow interest rate risk and fair value
interest rate risk, respectively.

The following table details the interest rate profile of
the Group's borrowings at the end of the reporting
period.

B IR R M

n‘/-ﬁ

31 SRIEBEERAFE@E)

(d)

2015
—E-IF

Effective

interest rate

Variable rate borrowings: EEFERE
— Secured bank loans — BEMRITER
Fixed rate borrowings: EEFIRER :
— Convertible bonds — AR ES
— Obligations under finance ~ — B ERE&AIE
leases
— Unsecured loans -REE=H
from third parties BEAER

Sensitivity analysis

At 31 December 2015, it is estimated that a general
increase/decrease of 100 basis points in interest
rates, with all other variables held constant, would
increase/decrease the Group's loss before tax and
deficit by approximately HK$2,604,000 (2014:
HK$3,814,000).

BRFENE

8.85% p.a.

17.54% -
33.73% p.a.
1.80% -
3.68% p.a.

24.00% p.a.

R =@ B
AEENNXAREIZREBFHEFRTE
K REFE=ZNEERERRATRRE
7 o B0 BIRZ B M E R B E F K5
B SAKESHHERSRENEER
R AFHEMEE o

TRFANAEB B RN IHREHROFEE

B

2014
—TMF
Effective
Amount interest rate Amount
X B EF|% %
HK$ HK$
BT BT
260,423,032 8.60% p.a. 381,392,173
17.54% -
29,000,000 33.73%p.a. 94,278,123
1.80% -
225,819 3.68% p.a. 575,486
1,800,000 - -
291,448,851 476,245,782
BRBED N
RZZE—RAF+-_A=+—8  HrF=x

W%Lﬂ/Tﬁummg%ﬁ%ﬁﬁmﬂ
EHFTE  AIASEENBRTAIBE RS
Benhl iﬁbu/ﬁz > 492,604,000 7T (=
T—PU4F : 3,814,000/87T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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31 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (continued)

188

(d)

(e)

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

Interest rate risk (continued)

The sensitivity analysis above indicates
instantaneous change in the Group’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 which expose the Group to fair value interest
rate risk at the end of the reporting period. In
respect of the exposure to cash flows 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 2014.

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.

31

CHEAMTERATLE )

(d)

(e)

b

M RmEbR (&)
BRGURES TR RBRANEEBNRE
HREBERNXESHERREHNAER
SERHESHMRABANSAEERE R
SEAE R EL R &) & B T AR AR BRI AT
JE%?E(&E%?HEE?E)L‘A&FAH&%E’JE@W

REELMAEEE RAAKENHRE
%@XH*EE’J#{/IEI,E\/%@WJTEEE’JEE
EREMNERBHAEERTAEER (X
,\quEEﬂE)&%?é.\HﬂZE*E’Jﬁ@EX W&
BT R ZENREHOF ERATHBEA
MEETE TR _T—MENEE
Gl

REENRDECFERTRHSHRIERR
RSB SRANEERNERER - A kee
BRLE AR AR R E AR ST IS B R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

31 FINANCIAL RISK MANAGEMENT AND FAIR 31
VALUES (continued)
(e) Liquidity risk (continued) (e)

TREREER D FE )

REBETEE(F)

At 31 December 2015, the Group had net current
liabilities of HK$314,988,278 (2014: HK$577,355,794)
which include secured bank loans, convertible
bonds and unsecured loans from third parties of
HK$260,423,032 (2014: HK$381,392,173),
HK$29,000,000 (2014: HK$94,278,123) and
HK$1,800,000 (2014: HK$NIl), respectively. As
detailed in Notes 25(a) and 26 to the consolidated
financial statements, the Matured Bonds and all the
secured bank loans were defaulted for repayments
as at 31 December 2015. 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.
Accordingly, the directors of the Company are of
the opinion that the Group’s liquidity risk can be
addressed.

RZZ—AF+ZA=+—0 £5£ED
BRI B(E5314,988,278 B L (—E—
& :577,355,7947 71 ) - BIEAKIFRIT
B MREFRKREE=FERRE
9 B 5 260,423,032 T ( — B — PO 4F ¢
381,392,173 7T ) ~ 29,000,000 7t (=&
— DU £ : 94,278,123 7T ) 5 1,800,000/%8
T(ZZ—F  THEIL) - ML E M
MR FE25(0) k265 - M= —RHF
+T-A=+—R " IHBEHERAEEEA
RITEFHHRER - RRBESEYE
TREBRANFNESRE - WHEIH
RLZHZEERNET RBRE (E Y%
B) UEAREERT A REECEH
75 o BInER A B Is R R M FE2(0) H FE
ANA R E E O EREUE B 4R A AR & B G Y
RBESHE - At NAREERAE
AEEREE SRR TERKE
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NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS

31 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (continued)
(e) Liquidity risk (continued) (e)
The following table details the remaining contractual
maturities at the end of the reporting period of the
Group's financial liabilities, which are based on
contractual undiscounted cash flows (including
interest payments computed using contractual rates
or, if variable, based on rates current at the end of
the reporting period) and the earliest date the Group
can be required to pay:

31 eRIEABERERAFE @)

REBETEEE)
TRANAEENREPRNOMEAER
HEMNIHB (DREAORBERAEDR
B(BRREHNE  BERIFHME - A
BRERRNRE KA EOF B
A EAKREASNNRRBEE

190

Trade and other payables

Obligations under finance
leases

Amount due to a director

Amounts due to related
parties

Convertible bonds

Bank loans — secured

Unsecured loans from
third parties

2015
ZE-Hf
Contracted undiscounted cash flows
BHARRRERE
More than  More than
Carrying Within 1yearbut 2 years but
amount at 1 year or less than less than
31 December Total on demand 2 years 5 years
B“t+=A
== —FLR —ENE MENLL
HEREE REXK  EREAR BEFUR
HK$ HK$ HK$ HK$
BT j BT 7 B
ENGET L AMENTE 37441499 37,441,499 37,441,499 - -
REMERE
225,819 233,574 181,403 52,171 =
EN—ZEZHE 347 347 347 = =
ENBER A
2,416,399 2,416,399 2,416,399 - -
HRRES 29,000,000 29,000,000 29,000,000 - -
BEBBTER 260,423,032 261,985,814 261,985,814 - -
REE=HEERER
1,800,000 1,800,000 1,800,000 - -
331,307,096 332,877,633 332,825,462 52,171 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Re PR EwRMEE

31 FINANCIAL RISK MANAGEMENT AND FAIR

VALUES (continued)

(e) Liquidity risk (continued)

Trade and other payables

Obligations under finance
leases

Amount due to a director

Amounts due to related
parties

Convertible bonds

Bank loans — secured

31 SRIEBEERAFE@E)

(e) RBELEMRE)
2014
—T-NE
Contracted undiscounted cash flows
AHAATHETE
More than More than
Carrying Within 1 year but 2 years but
amount at 1year or less than less than
31 December on demand 2 years 5 years
iy
—F LA —FE WAL E
REXE  EARENR  BREENR
HK$ HK$
BT BT
EREREFREMEMNFIR 105,108,868 105,108,868 105,108,868 - -
575,486 606,399 336,972 205,234 64,193
ERN—ZEEHE 138,000 138,000 138,000 - -
[EREERFE
4,398 961 4,398,961 4,398,961 - .
AR ES 94278123 99,184,207 99,184,207 - -
BHERRTER 381,392,173 447,527,837 447,527,837 - -
585,891,611 656,964,272 656,694,845 205,234 64,193
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n‘/-.ﬁ

B IR R M

31 FINANCIAL RISK MANAGEMENT AND FAIR 31 £@EREERAFE®)
VALUES (continued)
Categories of financial instruments fh &WMITEDE

192

(f)

(8

Financial assets TRVEE
Loans and receivables (including BN EWRFE (B
trade and other receivables) JFE I BR 7R K E A
FEW FRIE) 16,264,533 4,839,675
Financial liabilities TRBE
Financial liabilities at amortised cost RS A GTE R
ERIAE 331,307,096 585,891,611
Fair values of financial instruments (g) &RMIIAZAYE
Except as detailed in the following table, the BRI TRATEI EERAE  NiREH
directors consider that the carrying amounts of BARAARTERHEHEERBENERA
financial assets and liabilities recognised in the EEERmERS

consolidated statement of financial position
approximate to their carrying values:

2015 2014
—EB-RfF —F-mF
Carrying Carrying

amount Fair value amount Fair value
IREE DNFEE FEE NEE
HK$ HK$ HK$ HKS
BT BT BT BT

Financial liabilities at REBEREATEN

amortised cost =R
Obligations under finance ~ BATEE&E

leases 225,819 233,574 575,486 606,399
Convertible bonds AR ES 29,000,000 29,000,000 94,278,123 94,138,000
Unsecured loans from third ~ kBE =7

parties WITRER 1,800,000 1,800,000 - -
As at 31 December 2015, the fair value of the liability RZE—RF+ZA=+—H "  ZE8ESH
component of the Matured Bonds is assumed to be BEBHHAFERRAENESHE -

its principal amounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

31 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (continued)
(g) Fair values of financial instruments (g

31 sRIAMEERAFE®R)

ERMTRAZAFERE)

(continued)

As at 31 December 2014, the fair value of the liability
component of First Tranche Bonds and Second
Tranche Bonds is assumed to be its principa
amount. The fair value of the liability component of
Third Tranche Bonds, Fourth Tranche Bonds and
Fifth Tranche Bonds is determined assuming
redemption on 9 January 2015, 4 March 2015 and 22
March 2015 respectively and using a discount rate
at 25.55% based on the Company's credit rating and
the yield of quoted bonds with similar maturity date.
The fair value of the liability component of Victory
Dragon Bonds is determined assuming redemption
on 17 April 2017 and using a discount rate at 21.86%
based on the Company'’s credit rating and the vyield
of quoted bonds with similar maturity date.

R-ZE—MF+—A=+—H F—iltE
FREMEFBEINOHRIFEREE
HEARGRE B=-HES FUMRELSRE
AEEFAEBHORFETRES IR
“ET-hF—ANB - ZZE—RHF=AN
Ah-—_ZE—RAF=A-+_-_HER Tk
BARAE B AN EI B AR MBS
FMEB RIFYPIRE 2555% & F » JlEefE
FBEEBOHAFENRENR-ZE—LF
MA++EHER @ WREARFEEFTR
LB H IO ERES NS RIRITR
L 21.86%EEE °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERAR MR

32

194

DISPOSAL OF SUBSIDIARIES

32 HENBLA

Pursuant to an agreement dated 16 October 2013 entered RIEARBIEBYIE=F(TEHFDEIZHHA
into between the Company and an independent third ZE—=F+ A+ B0%H  A2RRE R
party (the “Purchaser”), the Company disposed of 100% & CVMIH) 2 S0 A% 7 - 1K & %2 1,000,000 7t (18
equity interest in CVMI, to the Purchaser at a ER7,757,479% L) c CVMIE B X ZREIE R
consideration of US$1,000,000 (equivalent to BENEEY(AEEA - ERRE) SIFRER -
HK$7,757,479). CVMI Group is principally engaged in the ZEEFHER T NFMNA=AZFEMX -

business of exploration of minerals namely iron ore, coal
and manganese in Aceh of Indonesia. The disposal was

completed on 3 April 2014.

HKS
BIT
Analysis of assets and liabilities over which &K EZEZ4IENEEREBIHN
control was lost
Property, plant and equipment ME - WE RS 112,095
Goodwill* G =
Exploration and evaluation assets* BhER MR B EE =
Prepayments, deposits and other receivables TERFRIE -« me REMERFIE 224,066
Cash and cash equivalents ReERIFSEEY 659
Trade and other payables JE 1T BR 0 % EL At FE 5 50 IE (2,792,716)
Net liabilities disposal of HENEEFE (2,455,896)
Gain on disposal of subsidiaries HEMRB ARk
Consideration received BUERE 7,757,479
Net liabilities disposal of HENEEFE 2,455,896
Non-controlling interests e (1,263,559)
Cumulative exchange differences in respect of the  HRE &GN B A R 2%
net liabilities of the overseas subsidiaries HHNRBATIMBEFEAER
reclassified from equity to profit or loss upon EOBEEEMRFIELER
disposal of the overseas subsidiaries 1,522,118
Gain on disposal s E 10,471,934
Net cash inflow arising on disposal of HEMBAREENESRANBE
subsidiaries
Cash consideration RENRE 7,757,479
Less: cash and cash equivalents disposed of B HENRS RIREZEEY (659)
7,756,820
*: The corresponding goodwill and exploration and evaluation assets > HEFE 7B A K B R I RT Al A E 9 B1179,525,907 7 7T &

amounting to HK$79,525,907 and HK$103,196,172 respectively 103,196,172 8 A BB BURE (RMFE14 }215) ©

were fully impaired (see Notes 14 and 15).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

33 COMMITMENTS

(a)

(b)

Capital commitments

Capital commitments outstanding as at 31
December 2015 not provided for in the consolidated
financial statements were as follows:

33 &g

(@

Re PR EwRMEE

BEAREE

RIE—RF+-A=+—8  TEN4EG
EUBEHRERPBEHRENE A RED
™

Contracted for EHES!
Authorised but not contracted for BIREERETL

Future minimum royalty payments
Pursuant to the Mining Agreement (Note 15(a)), the
royalties to MERSB are subject to a monthly
minimum payment of RM30,000 (equivalent to
approximately HK$54,122) (2014: RM30,000
(equivalent to approximately HK$66,905)) for a
period of 20 years, unless early terminated by the
Group by giving one month’s written notice to
MERSB. The total minimum royalties amounted to
RM5,220,000 (equivalent to approximately
HK$9,417,283) (2014: RM5,220,000 (equivalent to
approximately HK$11,640,000)) over the 20 years
period.

(b)

14,244,500 17,526,584
14,244,500 17,526,584
ARBFEEREE
RIS (M3 150) - BikE AREK
5 EZH%MERSBErJﬁfrIH&;E%wOOO%
(B RH5412287T) (ZE—4F ¢

30,000,%!%?ﬁ%(ﬁéééﬁ(\\%%é,%m%ﬁ:)) =
HA204F - B 3F 2K & @ M MERSB %} — {A
AEMEBAEATARL - 20 F HHHRER
7 £ 4858 55,220,000 5 ¥ (B E R L
9,417,283 L) (== — P4 : 5,220,000 5
i (HEE 12 4911,640,000%7T)) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Re B EmRMEE

33 COMMITMENTS (continued)

196

()

(d)

Operating lease commitments

At 31 December 2015, the total minimum lease
payments under non-cancellable operating leases
are payable as follows:

33 AEH)

(c)

REHERIE
RZE—RF+ZA=+—H " RETA
BERA ST E 8 B & IEMHE © T @ s M
™

—FURA

Within 1 year

The Group is the lessee in respect of certain 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.

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:

() the exact nature and extent of the
contamination at the mines and processing
plants;

(i) the extent of required cleanup efforts;

(i) varying costs of alternative remediation

strategies;

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

(d)

578,000 34,737

AEERETHERERENRAERE
A BO—RYTZ/E—F  WARER
EFHEEMAGRRRELD - IAERHHD
BEIRER -

BRRERARKE
AEEYRARFHYEEEEEMEX
X TREBMEA EE AR REER
[ A AL ST IR FUR » RIBBRITA
- BEEEMRETERETAHARERNT
BAREEXRERAEAARFZENE
B RERRHERIEROFAERE L
BISRABRBIL B AERKE EINES - R
REESRZBENHAARE  AIRERE
BT REMBANABES - %FTHH
FSESIECE

i WL REBEBRAMEESENERYE
HREE
@iy FTEBERIENEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

33 COMMITMENTS (continued)

(d) Environmental contingencies (continued)
(iv) changes in environmental remediation

requirements; and

(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.

34 MAJOR NON-CASH TRANSACTIONS

There is no major non-cash transaction for the year ended

31 December 2015.

Save as disclosed in Note 27 to the consolidated financial
statements in relation to the Loan Capitalisation
completed on 14 August 2014, there is no other major
non-cash transaction for the year ended 31 December

2014.

35 CONTINGENT LIABILITIES
(@) Corporate guarantees issued

As at 31 December 2015, the Company has issued
corporate guarantees totalling approximately
RM184,600,000 (equivalent to approximately
HK$333,033,000) (2014: RM184,600,000 (equivalent
to approximately HK$409,767,000)) to Bank Raykat
in respect of bank loan facilities granted to CVMSB.

As at 31 December 2015, the Company has issued a
corporate guarantee totalling RM850,000 (equivalent
to approximately HK$1,533,000) (2014: RM850,000
(equivalent to approximately HK$1,887,000)) to a
supplier in respect of the purchase of liquefied
petroleum gas made by CVMSB.

33

34

35

e MR MR

YR (E)

(d) RESAREEE)
(iv) REWIGREMRE
()  ZAEBAERIEERN SRR R
A AR REE A AR ISR 2 R EFIFTE
FERZz AR EEnRIEEMEESR
= EEEEERRAEEELEER
Frez e WEMEESEHGFTARE
RIBZAMEZURAELANIREAE mE
BMEEUAEK-

IE%E%&%

BHE— £¢+ A=+—HIEFEWEE

xitfﬁﬁ

BGAPBRERME A EEERN - —

2l
FANATHBEZRNERERNI BE-F

—HOEF A=t -ALFEIEAMTEIF

RERS -
RAEE
(@) EBREATABFRK

RZE—RAF+_A=1+—H "  ARQRAE
BLCVMSB I 1% ~ 4R 77 B 3 Bt & mBank
RakyatfE tH & 2k 49184,600,000 5 # ( 43
& F 49333,033,0008 T ) (ZF — U 4F :
184,600,000 55 & (15 & 1A #409,767,000%8
T0)) 2R EIELR o

R-ZZT—AE+-_F=+—8 AQ8%
CVMSBEE B R (LA m R A E R 3 H A R
FEIRA ££850,000 55 # (H8E 7 491,533,000
#Bor) (ZZF—PO4F 1 850,000 ¥ (AEE R
471,887,000787T)) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERAR MR

35 CONTINGENT LIABILITIES (continued)

198

(@)

(b)

Corporate guarantees issued (continued)

As at 31 December 2015, the Company has issued
corporate guarantees totalling RM133,004
(equivalent to approximately HK$240,000) (2014
RM133,004 (equivalent to approximately
HK$300,000)) for finance lease creditors in respect
of the purchase of motor vehicles and equipment by
CVMSB.

In respect of the Company’s corporate guarantee
provided in relation to above other financing
facilities granted to a supplier of liquefied petroleum
gas made by CVMSB and the guarantee given to
finance lease creditors of motor vehicles and
equipment purchased by CVMSB, the directors of
the Company consider the possibility of being
materialised is remote and immaterial. The directors
of the Company consider that no such liabilities are
required to be recognised as at 31 December 2015
and 2014.

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 2015 and 2014.

Contingent liability arising from default
of convertible bonds

As explained in Notes 2(b)(vi) and 25 to the
consolidated financial statements, the Matured
Bonds were defaulted for repayments as at 31
December 2015. Pursuant to the convertible bonds
agreements, at any time after the convertible bonds
have become payable, the respective convertible
bondholders may without further notice institute
such proceedings as it may think fit to enforce
payment of the monies due.

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

35

HAREE @)

(@

(b)

EREATERE)
R-E—RAF+-A=+—8  AQaH
CVMSBEE AE R ENRMEREEEE
HABERS 133,004 5 (BERD
240,000 7T) (ZZF — U4 : 133,004 551
(FRE A #9300,000587T)) -

LA CYMSB A — & /& b AR R e %
i E i E A B SR E - LA KR CYMSB i
BRERSH REAHEGEEAREOE
RIREAERRARRFIERME - ARQA]
EERAEERRERMITEETK - B
ZE-RAFR-FTE-MOEF_A=1—
H ARREERAMEEHEEEATHE

=7
o ©

HE_Z—RAFk-_ZZ—NF+=A
=t+—HLEFE  AARWERRAGIE
REEMBELTHRA - HEEQFEEET]
SHAERERHERAEST -

BEEXTRRESELENIAREE

BANER A B S 3R M 5 2(0)(vi) 2 25 Frit -
R-Z—RAF+-_A=+—8 " JHPEHF
HHRER - RIBATRBRESHE - 0N A
BREFRBENENTARRE S8
REHFFEAEFTHBENERSEE R
FIEE BB RIBRITENEE — 5B A0 -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

36 MATERIAL RELATED PARTY

TRANSACTIONS

During the years ended 31 December 2015 and 2014, in
addition to the transactions and balances disclosed in
Note 24 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
BELEH

Ho Wah Genting Berhad ("HWGB")

Ho Wah Genting Berhad ([HWGB])

Ho Wah Genting Holiday Sdn. Bnd. ("HWGH")

Ho Wah Genting Holiday Sdn. Bnd. (THWGH J)

HWG Tin Mining Sdn. Bhd. ("HWGTM")

HWG Tin Mining Sdn. Bhd. (THWGTM )

Ho Wah Genting Poipet Resorts Sdn. Bhd. ("HWGP")
Ho Wah Genting Poipet Resorts Sdn. Bhd. ([HWGP ])
Perak State Development Corporation (“PSDC")
Perak State Development Corporation ([ PSDC )
Majuperak Energy Resources Sdn. Bhd. ("MERSB")
Majuperak Energy Resources Sdn. Bhd. ([MERSB)
PT Ho Wah Genting Berhad (“PTHWG")

PT Ho Wah Genting Berhad ([PTHWG |)

HK New Huang Pu Finance Holdings Limited (“HKNHPF")

EETEReREREEERAR([EEFH=EmeR])
Dato” Lim Hui Boon*
£ Lim Hui Boon*

* On 8 May 2015, Dato’ Lim Hui Boon ceased to be a related party of
the Group upon the resignation of Dato” Lim Ooi Hong as a director
of the Company.

Particulars of significant transactions between the Group
and the above related parties are as follows:

Re PR EwRMEE

EXBERXRS

BHE-_Z—RAFEK=-T—NF+=A=+—H
IFFE  BREEUBHRERMITUMABEENRZ S
REE#HIN UTHEARFEAEBEGES
%A B & 75 B AB 19 TE O IRRRGET T ©

Relationship
2R

A shareholder of the Company

RAFRR

A subsidiary of HWGB

HWGB BT /& 2 )

A subsidiary of HWGB

HWGB EI T /& A 7]

An associate of HWGB

HWGB it & 2 7]

A shareholder of the Company

PN )32

A subsidiary of PSDC

PSDC K I/ A 7]

A subsidiary of HWGB

HWGB &Y & 2 7

A company with common director
of the Company

HARNRERAEEN—FHRAF

A father of a director

—HREZHRE

* RNZF—AFAANR  EBNEREEGEARRES
f& » &E Lim Hui Boon ™ B AR KE 2 BES -

AREBR FREETETHEAZSFHBNT
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36

200

B IR R M

MATERIAL RELATED PARTY
TRANSACTIONS (continued)
(@) Recurring transactions

36 EXBELRS (#)

(@ EEXS

Office rent payable to:

ENMAERET

HWGB HWGB 95,427 107,048
Rental income from drilling machines — FE U T~ 51 838 75 $5 1R ik
receivable from: HEWA :

HWGTM HWGTM = 28,186

Purchase of flight tickets from: BRI

HWGP HWGP 54,158 269,855

Maintenance fee payable to: ESHEET

MERSB MERSB 2,351,093 883,140
(b) Amounts due from related parties (b) PEWERE S FKIE

HKNHPF
HWGTM

The amount due from HKNHPF is unsecured,
interest-free and has no fixed terms of repayment.

Fan Wei Peng is a common director of HKNHPF and

of the Company.

The amount due from HWGTM is trade in nature,
unsecured, interest-free and has no fixed terms of

repayment.

BRHMERTR 475,426 -
HWGTM = 36,391
475,426 36,391

EEENEHEROTARERR %

BEEETERS -

BEx-

R BEETFENRY -

DING HE MINING HOLDINGS LIMITED S fEXZERER DA

EREBABENEHEREARRRZHKR

EKRHWGTMH IR BB ZIEE - EIEHR
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Re PR EwRMEE

36 MATERIAL RELATED PARTY 36 ERBEERIRS (&)
TRANSACTIONS (continued)
(c) Amount due to a director (c) EN—REENE

(d)

(e)

Leung Wai Kwan RigE 347 138,000

The amount due is unsecured, interest-free and has ZHIEAELR B BEETENRY -
no fixed terms of payment.

Amount due to a member of staff (d EREIRE

Dato’ Lim Hui Boon 2 & Lim Hui Boon - 2,015,329

The amount due is unsecured, interest-free and has ZRIBAEER  fEBmETERE -
no fixed terms of repayment.

Amounts due to related parties (e) ERNBEIFRE

HWGH HWGH = 46,579
HWGB HWGB = 8,879
HWGP HWGP = -
MERSB MERSB 2,133,502 2,014,428
PTHWG PTHWG 282,897 313,746

2,416,399 2,383,632
The amounts are trade in nature, unsecured, ZERBRESME  EmER 25858
interest free and have no fixed terms of repayment. B EERE -
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36

37

202

MATERIAL RELATED PARTY

TRANSACTIONS (continued)

(f) Key management personnel
remuneration

36

EXBELXRS #)
( FEREBAEHS

Directors’ fees E=iokn
Salaries, allowances and benefits in kind 4 « 8L R EYF|25
Retirement scheme contributions RIS ET AR

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(b), 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(b) and cash flow projections for
the year ending 31 December 2016. 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.

DING HE MINING HOLDINGS LIMITED & HMi&£ZERBERAF

37

2,418,489 1,816,040
3,100,097 1,391,553
40,500 51,288
5,559,086 3,258,881
B AR (3
RAKERAGFRIBRET  EEECHELT
SIE I -
@ s

BANHTEE20) A EE - SRA M B IMR TYIR
SEEEEERY - FEKEREEZAE
HRZBEAKEARKARZ AR
RER (BIEME 200) At 2 B b K&
EIE-RETZRA=T-HIEFEZR
R ETRA) BAEITHE - RFRKEM
RIBRIAR G S RAHEEN - BEREERE
HREBAZR  FHTEHARMNFELE
A o



37 ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)
(b) cCurrent and deferred taxation

(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
when 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.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

37 Et¥HERMEE @)

(b)

(c)

B RIEER IR

REBRBNZ ERNEERAPIER - 1
EEMSHBBRBFELERAE - 5T
X5 RETEHBAR B E X B2 AR
HERENORBETE - ARBERNERIREZ
BABMBINR AN EREEN AR
B WRZEFFENZRBRB/REAN S A
RNERETIR ZEEZRETEETHR
SRV B E B SR BIA R o

BERETEREZRENE THERBAEL
MEEE  NREEERRBERAESH
ISR N A I 35 6 820 4 5B o R T
A P e SR AR AE AR IR e BRIR A B B 2 HR
75 T IARERR »

M - BERRENTAFR

EEESEEVME  BERRENMGEA
REREEBITES H - IRMBF I
BERNEEOLEENERARFRAE
B TEEREARMESRREFHFA
EITEBRMELNTSMEBRERE
- HERRFERDRVEMNMEFFR - A
ERERRITES L - M HRE
BEEHHENIMRERIFREIEEE -
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37 ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

204

(d)

Impairment of property, plant and
equipment

The Group reviews the carrying amounts of the
assets at the end of each reporting date to
determine whether there is objective evidence of
impairment. When indication of impairment is
identified, management prepares discounted future
cashflow to assess the differences between the
carrying amount and value in use and provided for
impairment loss. In determining the value-in-use of
certain assets and liabilities, the Group makes
assumptions of the effects of uncertain future
events on those assets and liabilities at the end of
the reporting date. These estimates involve
assumptions about such items as risk adjustment to
cash flows or discount rate used, future changes in
salaries and 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.

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R

37

Bt HE R ()

(d)

M - BERRERE

AEENEHESMRENEENREENA
BERAHFETENRENR - MR
BEFR  AEEEEENTRARRERE
Ut RmEREREEZ M ERRE
HEEERRE EETETEERAE
MEMREER  ARBEERIRTHENR
REHHBRERRNEERBBELENTY
2o WEHEFPRASRESTAIREK
MR - REF B RFEEMK
ARARREBEHFEENER - AKHE
B ET R R IR E SRR EAA AR
fEH - Y& EHR - REREFRRRER
HERER O A (] 22 B 42 AN SO A IR (B 5 18
BELTEASENEEFE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

37 ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

(e)

Impairment of goodwill, and 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$NiIl and HK$37,399,285 (2014: HKS$Nil and
HK$41,660,400), respectively, after impairment
losses of HK$Nil and HK$3,736,391 were recognised
during the year ended 31 December 2015 (2014:
HKS$Nil and HK$108,208,053) respectively. Details of
the impairment losses calculation are provided in
Notes 14 and 15 to the consolidated financial
Statements.

e MR MR

37 Et¥HERMEE @)

(e)

BB UAR R R FEEERE

EFTUWREFHEELBE(GRA [BR
BEL KRENReELSEM] R
BN EMERKNREELEN ) ZRER
BAMHAZEEERIREMRSELS
I EE - BEZEMEANBETELAE
B AR ELBUELNRERE
MEBNEENITRE - UEAEHRE -
BEREMNAIESREENBHER - 7]
BRELBARMRBERA -

REBEER  mERKDERTHEENEK
EED B AZHB TN 37,399,285 T (==
—PU4 « TEIT K 41,660,400 70) (95l
MR EEEZS BT X3,7363918T)
ERBE-_Z—RAF+-A=1+—HLHF
FEHER(ZZE—MWOF: ZTEFTR
108,208,053/ L) - BEBETEMFE
B A IS RERMFE 14 K% 15 -
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38 STATEMENT OF FINANCIAL POSITION OF 38

RRTBMBARR R

THE COMPANY

Non-current assets ERBEE
Property, plant and equipment M - B R 914,668 1,068,540
Investments in subsidiaries RETBRRIMIEE 64,767,641 63,947,078
65,682,309 65,015,618
Current assets REEE
Prepayments, deposits and other AR - e REMERGRIE
receivables 1,389,941 84,166
Cash and cash equivalents ReENRREEEY 11,415,167 24,713
12,805,108 108,879
Current liabilities REEE
Other payables and accrued expenses HibERIBE R ER X 29,337,090 25,538,038
Obligations under a finance lease R A E R 77,342 181,314
Amount due to a director Bt —REEHIA 347 138,000
Convertible bonds Al AR (E & 29,000,000 94,278,123
Unsecured loans from third parties KREE=ZFEEFER 1,800,000 .
60,214,779 120,135,475
Net current liabilities REBAETFE (47,409,671)  (120,026,596)
Total assets less current liabilities HEERRBARE 18,272,638 (55,010,978)
Non-current liabilities kRBERS
Obligations under a finance lease BhE M E AR - 77,342
- 77,342
Net assets/(liabilities) BE(8fFE)F8 18,272,638 (55,088,320)

DING HE MINING HOLDINGS LIMITED S FiE£ZERERA R
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39

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)

Re PR EwRMEE

38 ARQTRYMBAMRREK )

Capital and reserves EXRR#EE

Share capital LN 1,367,875,301 989,710,234
Convertible preference shares Al ER(E iR = 90,500,988
Reserves & (1,349,602,663) (1,135,299,542)
Total equity/(deficit) R (BB RE 18,272,638 (55,088,320)

Approved and authorised for issue by the board of
directors on 31 March 2016.

Du Jian Jun
HEE
Director
EF

NON-ADJUSTING EVENTS AFTER THE END
OF THE REPORTING PERIOD

Save as disclosed in Notes 2(b) and 30 to the consolidated
financial statements, there are no material non-adjusting
events subsequent to the end of the reporting period and
up to the approval date of the consolidated financial
Statements.

KEFeR _T-—RF=ZA=+—BHAERK
T -

Leung Wai Kwan
REE
Director
BE

39 MEMAREBFARER
e & B 165 R T 200) TR B0 AT BE BB S - B8R

EMRREEEFAMBRIAMEB L - AT
EAFRHBEERE-
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40 POSSIBLE IMPACT OF NEW STANDARDS,
AMENDMENTS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2015
Up to the approval date of the consolidated financial
statements, the HKICPA has issued a number of new
standards, amendments and Interpretations which are
not yet effective for the year ended 31 December 2015
and which have not been adopted in the consolidated
financial statements. These include the followings which
may be relevant to the Group.

40

EHEMENREBEZE-F-HF+=A
=t+t—BLEFEERNHEL - EFTR
RERBUERGTRNTE

BEERAUBHRERMWEAS L BESHAE
ERf—RZNBE_FT-—AF+-_A=1+—~8
IEFEHARERBEE P IBERER I RRA O
R BRI AR R o Heph EAKE R A £
A ABRT AR RN o

Effective for accounting periods

beginning on or after
RT5 B ARE AR ST EBEN

Annual improvements to HKFRSs 2012-2014 cycle
—E-—F

Amendments to HKAS 1, Disclosure initiative
BEGFTERE 1SR HEETE

Amendments to HKAS 16 and HKAS 38, Clarification of
acceptable methods of depreciation and amortisation

BB ERIE 16 BB ERFE 38 ASE]
BB EMRNITEREETR

HKFRS 15, Revenue from contracts with customers
ERMBRELEDE T BEEAHZIKA

HKFRS 9, Financial instruments
B BHRELERZEIR @I E

The Group is in the process of making an assessment of
the impact of these amendments and new standards are
expected to be in the period of initial application, but is
not yet in a position to state whether these amendments
and new standards would have a significant impact on the
Group's financial statements.

41 COMPARATIVE FIGURES

Certain comparative figures have been reclassified and

amended in order to conform with the current year’'s

presentation.

208 " 'DING HE MINING HOLDINGS LIMITED S HiEEEREMR A=

E-T-NFEEHNEBY RS ERFENE

41

1 January 2016
—E-RF—H—H

1 January 2016
—F-RF—H—H

1 January 2016

—E-RF—HA—H

1 January 2018
—E2-NF—-H—H

1 January 2018
—E-NF—HA—H

AREBIEAF A ZFET R LR ERE
PR RMFE - HRREEREZFET R
RIEAIENHARENMHHRRENEATE -

EEREBF
EFHBEBRFOENDPRNBTUFERFE
SELR
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