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Condensed Consolidated Income Statement
GRS bk

For the six months ended 30 June 2010 EH{ZE =T —ZF X A=+ H 1L~ EA

(Unaudited)
(REHFR)
Six months ended 30 June
BZXA=1+HIEAEA

2010 2009
HKS$'000 HK$'000
Notes (Restated)
—E—2fF ZZTTNF
P 5E FExT FHET
(g=E50)
Continuing operations: BERSEER:
Revenue W 22 6 - 3,733
Cost of sales HERK A - (3,617)
Gross profit E¥ - 116
Other income H b A 6 51 1,623
Administrative expenses T (9.640) (6,963)
Operating loss KEEE (9,589) (5,224)
Finance costs B T AR 8 (1,028) (5,262)
Loss before income tax MRATSHATEE 9 (10,617) (10,486)
Income tax expense FriSHi < 10 - -
Loss for the period from R
continuing operations AEEEE (10,617) (10,486)
Discontinued operations: BRLEEEEK:
(Loss)/Profit for the period from BRI 48 TS N HA
discontinued operations (18, & 12 (348,966) 8,342
Loss for the period attributable to the A2 T #EHG AL
owners of the Company A EEE (359,583) (2,144)
Loss per share for loss attributable to ZAHIRZAQATEE A
the owners of the Company during EEHEBERZ
the period SRER 13
- Basic (HK cents) —EAK (EBW)
From continuing and RELEEBR
discontinued operations BRIMEEER (4.88) (0.06)
From continuing operations RELCEER (0.14) (0.28)
- Diluted (HK cents) — 8 (B)
From continuing and FELEEBR
discontinued operations ERIEEEER N/ATEA N/AT i A
From continuing operations SECEETE N/ATEHA N/AT 35
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Condensed Consolidated Statement of Comprehensive Income

BHHFEEEBAR

For the six months ended 30 June 2010 & Z =T —ZF XA =+ HI/EA

(Unaudited)
(REBEX)
Six months ended 30 June

BEAA=1+HLAMEA

2010 2009
HK$'000 HK$'000
(Restated)
—E-ZF —ETNF
TER FiET
(&=E5))
Loss for the period AEAE BB (359,583) (2,144)
Other comprehensive income for the period ZAEBEEAMZ2EU A
Release of exchange loss upon KRB AT BERE ARR
de-consolidation of subsidiaries bE i E a1 (972) -
Exchange loss on disposals of RIEERBERZHEWNEB QA
subsidiaries recognised in profit and loss PE H 518 - (9,308)
Total comprehensive loss for the period EATHEE AEMN
attributable to the owners of rHEEZEEE
the Company wE (360,555) (11,452)

RFKRZRARADT o

ST-TERHRE
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Condensed Consolidated Financial Position

5 B 4R & B 7551k O 2=

Asat30June 2010 R —ZE—ZHE X/ =1+H

(Unaudited) (Audited)
30 June 31 December
2010 2009
Notes HK$'000 HK$'000
(REBERK) (KeEz)
—E-EZfF —ETNF
~A=T1H +=-—A=+—H
B 5 FET FET
ASSETS AND LIABILITIES EERAE
Non-current assets ERBEE
Property, plant and equipment ER S &L 14 471 3,605
Goodwill Bk 15 - 327,632
Deposits for acquisitions of subsidiaries WEMB AR ZES 16 185,000 185,000
Exploration and evaluation assets MEMFLEE 17 = 38,562
185,471 554,799
Current assets REBEE
Prepayments, deposits and BRFRE RE R
other receivables H b & Y Fk0E 973 1,393
Cash at banks and in hand ROTEGFELRFERS 104,849 113,382
105,822 114,775
Current liabilities REBAE
Deposits received, other payables BUiR® - B RRIE R
and accruals FEET B 3,805 22,559
Net current assets RBEEFEE 102,017 92,216
Total assets less current liabilities EEHAERRBEE 287,488 647,015
Non-current liabilities kRBEE
Convertible bonds MR ES 18 19,168 19,279
Net assets EEFE 268,320 627,736
EQUITY s
Equity attributable to the I NUNETE 2N
owners of the Company EhER
Share capital A& A< 21 73,646 73,610
Reserves 1 194,674 554,126
Total equity BER 268,320 627,736
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Condensed Consolidated Statement of Changes in Equity

EAGEEREER

For the six months ended 30 June 2010 B{Z =T —ZF XA =+ HIL~EA

(Unaudited)
(RBEZ)
Equity attributable to the owners of the Company
AAREEAELER
Convertible
bond Non-
Share Share Capital Exchange equity Accumulated controlling Total
capital premium reserve reserve reserve losses Total interests equity
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRRE FER
[N RAEE ERGE Eifie SERRE 2iEE @it RRES BEs
TiEn TR Ti#n TiEn Ti#n TiEn Ti#n TR Ti#n
At 1 January 2009 RZZENE-A-B 30,247 903,048 137,610 10,390 120,372 (619,176) 582,491 1,288 583,779
Disposals of subsidiaries (note 19) HERBAR (H19) - - - - - - - (1,288)
Issue of shares on conversion of RABITRREHF
convertible bonds BTk R 10,300 259,225 - - (98,760) - 170,765 170,765
Transactions with owners BREEAZRS 10,300 259,225 - - (98,760) - 170,765 169,477
Net loss for the period THEERTE - - - - - (2,144) (2,144) (2,144)
Other comprehensive loss: Ht2EER:
Exchange loss on disposals of LEHBARELER
subsidiaries (note 19) (i3E19) - - - (9,308) - - (9,308) (9,308)
Total comprehensive loss for rYE2EEE
the period EL - - - (9,308) - Q144) (11452 (11,452)
At 30 June 2009 R-BEAEXA=1A 40,547 1,162,273 137,610 1,082 21,612 (621,320) 741,804 741,804
At 1 January 2010 RZZ-%4-8-8 73,610 1,451,003 137,610 972 15,904 (1,051,363) 627,736 627,736
Issue of shares on conversion of REBRTRRESS
convertible bonds BIRH 36 2,048 - - (945) - 1,139 1,139
Transactions with owners BREAZRS 36 2,048 - - (945) - 1,139 1,139
Net loss for the period THEERFE - - - - - (359,583) (359,583) (359,583)
Other comprehensive loss: Hit2EER:
De-consolidating subsidiaries HEAATBRAAR
(note 20) (F£E20) - - - (972) - (972) (972)
Total comprehensive loss for rEE2ERE
the period @g - - - (972) (359,583) (360,555) (360,555)
At 30 June 2010 R=E2-ZFXA=1H 73,646 1,453,051 137,610 - 14,959 (1,410,946) 268,320 268,320
RERKRBIZERERAT » = FHhEB®mE 7




Condensed Consolidated Statement of Cash Flows

HHRGERERER

For the six months ended 30 June 2010 #Z —Z—ZF XA =+ HIL~EA

(Unaudited)
(REEX)
Six months ended 30 June
BERAA=1+HLAMEAR

2010 2009

HK$'000 HK$'000

(Restated)

—E—-2fF —ETAF

F&ET FAT

(E5)

Net cash used in operating activities ARKEXFE2IReF5 (7,951) (18,541)

Net cash (used in)/generated from (AR /REREEK

investing activities e 55 (582) 17,548

Net cash used in financing activities RARREEE 2IRE F5E - (47)

Net decrease in cash and cash equivalents ReRREeEEEE 2R FE (8,533) (1,040)
Cash and cash equivalents at HyzRek

the beginning of the period ReEEEAB 113,382 2,387
Cash and cash equivalents at HRzRe R

the end of the period HeEEAR 104,849 1,347
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Notes to the Condensed Financial Statements

GRS

For the six months ended 30 June 2010 & Z =T —ZF XA =+ HI/EA

GENERAL INFORMATION

Xian Yuen Titanium Resources Holdings Limited (the
“Company”) is a limited liability company incorporated and
domiciled in the Cayman Islands. Registered office of the
Company is Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands and its principal
place of business is Room 1102B, 11th Floor, Tower |, Admiralty
Centre, 18 Harcourt Road, Hong Kong. The Company’s shares
are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The principal activity of the Company is investment holding.
The principal activities of its subsidiaries (together with the
Company, collectively referred to as the “Group”) consisted of
investment holding and trading of carpets.

Due to the recent discovery of the loss of the exploration
licence, as detailed described in the Company’s announcements
dated 26 and 27 August 2010, it is the Board's current
intention to suspend the Group’s exploration and mining
business until the Group regains controls of Qinghai Forest
Source Mining Industry Developing Company Limited
("QHFSMI") and Inner Mongolia Forest Source Mining Industry
Developing Company Limited (“IMFSMI") and the Group
repossesses the exploration licence. Details of loss of assets
and loss on controls over QHFSMI and IMFSMI and the financial
impact are set out in note 3(i) and (ii) respectively below.

RE-STATEMENT OF COMPARATIVE
FINANCIAL INFORMATION

The Group has reclassified other income from gain on disposal
of subsidiaries to profit for the period from discontinued
operations which conforms with the presentation of annual
financial statements for the year ended 31 December 2009.

—RES

RRKNEERBER AR ([RAAF]) "R—
MRAEHSTMKR T AREHES R
EEZEREMEDE ARQE 2 MM
= FR {7 A Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands - MEZ & X B A AE
BEREIREETLE —E1111028
E-ARBIZROREBHEIIMER
NA)([HERPT]) e

ARBZEBEBRREER -EMBER
Bl (BRARR SHE[AEE]) 22
EBERRREERNEEMH -

AT B IR R K BIRRR - AR E R
HA—T-—TENA-+BER-++tH
R EEEERIREEASE
LHARERREES EEASEEHNL
SERREXREERAR ([EERER])
RASRERREXFEERAF (AR
FRR]) 2 IEHERAEBENE B MKRE
BAILE - BEBARKEHSTIRELA
SHRBRZIEGRARBEEZFED
BIE T ST FE3G) K (i) e

EBRMBER ZES

AEECHREHEMNBAR 2 W B
A EF D BEC R I EEBEAHRE
B AEBE_TTAFT_HA=1+—
ALEFEZFEWBRRZ2 A —
o

RERKBERERAT e — T —TFHMH{E 9



Notes to the Condensed Financial Statements

5 B B 3 S AR B A

For the six months ended 30 June 2010 HZ —Z—ZF XA =+ HI~EA

BASIS OF PREPARATION

These unaudited condensed consolidated financial statements
of the Group which comprise the condensed consolidated
statement of financial position as at 30 June 2010, and the
related condensed consolidated income statement, statements
of comprehensive income, changes in equity and cash flows for
the six months ended 30 June 2010, and explanatory notes,
have been prepared in accordance with Hong Kong Accounting
Standard ("HKAS") 34 Interim Financial Reporting issued
by the Hong Kong Institute of Certified Public Accountants
(the "HKICPA") and the applicable disclosure requirements
of the Rules Governing the Listing of Securities on the Stock
Exchange.

The unaudited condensed consolidated financial statements
have been prepared in accordance with the same accounting
policies adopted in the annual financial statements for the
year ended 31 December 2009 (the “2009 Annual Financial
Statements”), except for the adoption of the new and revised
Hong Kong Financial Reporting Standards (“HKFRSs"”) (which
include individual Hong Kong Financial Reporting Standards,
HKAS and Interpretations).

The unaudited condensed consolidated financial statements do
not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the 2009 Annual Financial Statements.

It should be noted that accounting estimates and assumptions
are used in the preparation of the financial statements.
Although these estimates are based on management’s best
knowledge and judgement of current events and actions,
actual results may ultimately differ from those estimates. The
areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the
unaudited condensed consolidated financial statements, are
disclosed in note 5.
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Notes to the Condensed Financial Statements

GE R &Y

For the six months ended 30 June 2010 & Z =T —ZF XA =+ HI/EA

3.

BASIS OF PREPARATION (continued)

()

Loss of assets and loss on control on
QHFSMI and IMFSMI

During the preparation of the preparing the unaudited
condensed consolidated financial statements of the
Group for the six months ended 30 June 2010, the
Board, to its astonishment, found out that as from 31
January 2010 the exploration licence held by QHFSMI,
an indirect wholly-owned subsidiary of the Company
incorporated in the People’s Republic of China (“PRC"),
had been transferred to a company known as W5 &
IMIWRZRFEE AR AT (in English, for identification
purpose only, Inner Mongolia Xian Hong Shan Yuen
Xian Mining Industry Company Limited) (“Yuen Xian
Company”) without the Company’'s knowledge,
consent or approval.

Based on the searches conducted by the Company's
legal advisers, the Company further found out that:

1. Yuen Xian Company is a wholly foreign owned
enterprise established in the PRC on 21 October
2009 and is wholly-owned by a company known
as “Yuenxian Mining Industry Holding Company
Limited” (“HK Yuenxian”). Ms. Leung Lai Ching
Margaret (“Ms. Leung”) is one of the directors
and the legal representative of Yuen Xian
Company.

2. HK Yuenxian (formerly known as Forest Source
Mining Industry Holding Company Limited) is
a company incorporated in Hong Kong and is
wholly-owned by Ms. Leung. Ms. Leung is also
the sole director of HK Yuenxian.

3.

WBEE (&)

()

RFKRZRARADT o

BERAURKEFTBHR
R R R B AR Rz 2 R

REBEEAEEBZE_Z-ZF<A
=+TBEIEREAZREEZEH
A BmAHRE EEeETE
B-BARFRZEEZ2EMEBE QA
SERIR (RPEARLME ([
B )M AR A 2 iRER S
—E-TF-—HRA=t+—HE#EE
FTERRBARHNMLILRREEX AR
AR (B & Blnner Mongolia
Xian Hong Shan Yuen Xian Mining
Industry Company Limited " {£ %
)z AR (DEJ/LDE ) WAR
A A BB A

REARBERBRET AL
RRRE—FER:

1, BRARR—ER-ZEN
FHAZ+—BRPBEKL
ZERINEDE BB /IR
BEERARAR ([EHB
B 2R 2EHR R

BEzE (Rax])RIR
AR ZEP—RERX
ERE

2. FRRFR (AT RARRIEE
ZRBERAR) B—HRE
BEMKL 2 AR ARK
TR2EHRB-RLLNRE
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Notes to the Condensed Financial Statements

5 B B 3 S AR B A

For the six months ended 30 June 2010 B Z =T —ZF X A=+ H 1L/~ EA

3. BASIS OF PREPARATION (Continued) 3. wmEEE @)

()

Loss of assets and loss on control on
QHFSMI and IMFSMI (Continued)

Disputes with Ms. Leung

In November 2009, a legal proceeding was commenced
by Hong Kong Forest Source Mining Industry Holding
Company Limited (“HKFSMIH"), QHFSMI and IMFSMI,
three wholly-owned subsidiaries of the Company,
against HK Yuenxian, Ms. Leung and such other persons
named as co-defendants to such legal proceedings.
The Company had sought and obtained, among other
things, an interim injunction order from the Hong Kong
Court in the following terms:

(a) an injunction restraining, amongst others, HK
Yuenxian and Ms. Leung from carrying on
business in Hong Kong and/or the PRC under the
name “Forest Source Mining Industry Holding
Company Limited; and

(b) an injunction restraining, amongst others, Ms.
Leung from acting or holding out as a director
of QHFSMI or interfering with the business
QHFSMI, including but not limited to making any
representations, requests, demands or promises
to the Inner Mongolia Autonomous Region
Commerce and Industry Bureau or any other
governmental agencies in the PRC on behalf of
QHFSMI in regard to any affairs of or relating to
QHFSMI.

The interim injunction order was subsequently
discharged on 30 March 2010. Details of the interim
injection order were set out in the 2009 Annual
Financial Statements.
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Notes to the Condensed Financial Statements

GE R &Y

For the six months ended 30 June 2010 & Z =T —ZF XA =+ HI/EA

3. BASIS OF PREPARATION (continued)

()

Loss of assets and loss on control on
QHFSMI and IMFSMI (Continued)

Disputes with Ms. Leung (Continued)

To the best knowledge, information and belief of the
directors of the Company having made all reasonable
enquiries, the company name of “Forest Source Mining
Industry Holding Company Limited” was subsequently
changed to “Yuenxian Mining Industry Holding
Company Limited” on 7 January 2010.

Ms. Leung’s legal status as director and legal
representatives in the PRC subsidiaries remained
unchanged during the period due to her
in-cooperation

Ms. Leung was a director and legal representative of
QHFSMI and IMFSMI. On 10 September 2009, the board
of directors of the sole shareholder of QHFSMI and
IMFSMI (namely, HKFSMIH) had resolved to remove Ms.
Leung’s capacity as director and legal representative
of both QHFSMI and IMFSMI with immediate effect.
As disclosed in the 2009 Annual Financial Statements
dated 14 May 2010 and the Company’s circular dated
28 June 2010, the respective members of the board
of directors and legal representatives of QHFSMI
and IMFSMI have yet to be officially changed as the
procedures for changing and updating the official
records at the relevant PRC government authority are
taking longer than expected as Ms. Leung, being the
previous legal representative, has not been cooperative
and has failed to provide the requested documents
and corporate seals. Based on the advice of the
Company’s legal adviser as to PRC laws, the directors
were of the view that the Company had maintained
control on QHFSMI and IMFSMI despite the fact that
the respective members of the board of directors and
legal representatives of QHFSMI and IMFSMI have yet to
be officially changed, although the directors and legal
representatives were removed on 10 September 2009.
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Notes to the Condensed Financial Statements

5 B B 7% R AR B o

For the six months ended 30 June 2010 #Z —Z—ZF XA =+ HIL~EA

3. BASIS OF PREPARATION (continued)

()

Loss of assets and loss on control on
QHFSMI and IMFSMI (Continued)

Transfer of Exploration Licence without the
Company’s consent

The Company acquired QHFSMI from Ms. Leung three
year ago. QHFSMI was the holder of an exploration
licence which conferred QHFSMI the rights to conduct
exploration work for the mineral resources containing
iron, vanadium and titanium in the titanium mine
located at Xiao Hong Shan in Inner Mongolia, the
PRC. Based on the search recently conducted by the
Company’s legal adviser, the exploration licence was
transferred, without the Company’s consent, to Yuen
Xian Company on 31 January 2010. Such actions by Ms.
Leung were totally unexpected in view of the interim
injunction order obtained by the Company from the
Hong Kong Court as referred to in the sub-paragraph
headed "“Disputes with Ms. Leung” above. Without the
exploration licence, QHFSMI no longer has the rights to,
among other things, carry out exploration of the mineral
resources of the titanium mine, access the titanium mine
and neighbouring areas and has no priority in obtaining
the mining rights of the titanium mine.

As soon as the Company discovered the loss of
QHFSMI's exploration licence, the Company has sought
preliminary advice from its legal adviser. In light of
the information provided by the Company, the legal
adviser opined that given the discovery of the loss of
significant assets of QHFSMI, the Board is no longer in
the position of maintaining controls over QHFSMI and
IMFSMI by the Company. Due to the above reasons,
the directors considered that the Group no longer has
the power to exercise its rights as the sole shareholder
and thus has lost its controls over the assets and
operations or is unable to exercise control over the
financial and operating policy decisions of QHFSMI
and IMFSMI. Accordingly, the directors consider that
it is inappropriate to consolidate the financial results
of QHFSMI and IMFSMI into the Group and these two
wholly-owned subsidiaries are de-consolidated and
classified as discontinued operations during the six
months ended 30 June 2010.
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Notes to the Condensed Financial Statements

GRS

For the six months ended 30 June 2010 & Z =T —ZF XA =+ HI/EA

3. BASIS OF PREPARATION (continued)

(ii) Financial impact on de-consolidating
QHFSMI and IMFSMI

Due to the reasons mentioned above, the Group was
unable to obtain the financial information of QHFSMI
and IMFSMI for the six months ended 30 June 2010.
The directors of the Company consider that the Group
had lost its control to govern the financial and operating
policies of QHFSMI and IMFSMI so as to obtain benefit
from its activities with effect from 1 January 2010.
Accordingly, in preparing the consolidated financial
statements of the Group for the six months ended 30
June 2010, the financial information of QHFSMI and
IMFSMI was de-consolidated with effect from 1 January
2010, and the unaudited loss arising from loss of control
of QHFSMI and IMFSMI amounting to approximately
HK$348,966,000 was arrived at based on the latest
available financial information of QHFSMI and IMFSMI as
at 31 December 2009.

4. ADOPTION OF NEW OR AMENDED
HKFRSs

In the current period, the Group has applied for the first time
the following new and revised standards, amendments and
interpretations issued by the HKICPA, which are relevant to and
effective for the Group’s financial statements for the annual
period beginning on 1 January 2010:

HKAS 27 (Revised 2008) Consolidated and Separate
Financial Statements

HKFRS 2 (Amendments) Share-based Payment
— Group cash-settled
share-based payment
transactions

HKFRS 3 (Revised 2008) Business Combinations

Various Annual Improvements to
HKFRSs 2008

Various Annual Improvements to
HKFRSs 2009

Other than as noted below, the adoption of these new and
revised HKFRSs did not change the Group’s accounting policies
as followed in the preparation of the 2009 Annual Financial
Statements.

3.

4.
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For the six months ended 30 June 2010 EH{Z =T —ZF X A=+ H 1L/~ EA

ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

HKFRS 3 Business Combinations
(Revised 2008)

The adoption of HKFRS 3 requires the use of the purchase
method (now renamed as the acquisition method) and
introduces certain changes to the recognition and measurement
of consideration transferred and the acquiree’s identifiable
assets and liabilities, and the measurement of non-controlling
interests (previously known as minority interests) in the
acquiree. The revised standard has been applied prospectively
to business combination for which the acquisition date is on
or after 1 January 2010. Business combinations for which
the acquisition date is before 1 January 2010 have not been
restated. This standard does not have any impact on the
unaudited condensed consolidated financial statements as the
Group has not entered into any business combination during
the period.

HKAS 27 Consolidated and Separate
Financial Statements (Revised 2008)

The adoption of HKFRS 3 required that the revised HKAS 27 is
adopted at the same time. HKAS 27 introduced changes to the
accounting requirements for transactions with non-controlling
(formerly called “minority”) interests and the loss of control of
a subsidiary. Similar to HKFRS 3, the adoption of HKAS 27 is
applied prospectively. The Group did not dispose of any of its
equity interests in its subsidiaries. Therefore, the adoption of
HKAS 27 did not have an impact on the unaudited condensed
consolidated financial statements.
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For the six months ended 30 June 2010 & Z =T —ZF XA =+ HI/~EA

4. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

Impact of new and revised HKFRSs which are
issued but not effective

The Group has not early adopted the following new and revised
standards, amendments or interpretations that have been
issued but are not yet effective in the current period:

HKFRSs (Amendments) Improvements to HKFRSs 2010 3

HKAS 32 (Amendment) Classification of Rights Issues '

HKFRS 1 (Amendment) Limited Exemption from
Comparative HKFRS 7
— Disclosures for First-time
Adopters 2

HKFRS 9

HK(IFRIC)-Int 19

Financial Instruments 4

Extinguishing Financial Liabilities
with Equity Instruments 2

! Effective for annual periods beginning on or after 1 February

2010
2 Effective for annual periods beginning on or after 1 July 2010
3 Effective for annual periods beginning on or after 1 July 2010

and 1 January 2011, as appropriate

4 Effective for annual periods beginning on or after 1 January
2013

The Group is in the process of assessing the impact of these
new and revised standards, amendments or interpretations
upon initial application but is not yet in a position to state
whether these new and revised HKFRSs would have a significant
impact on its results of operations and financial position.
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For the six months ended 30 June 2010 #Z —Z—ZF XA =+ HIL~EA

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
rarely equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the period are discussed below:

De-consolidating subsidiaries

As soon as the Company discovered the loss of QHFSMI's
exploration licence (note 3), without the Company’s consent,
the Company has sought preliminary advice from its legal
adviser. In light of the information provided by the Company,
the legal adviser opined that given the discovery of the loss
of significant assets of QHFSMI, the Board is no longer in the
position of maintaining controls over QHFSMI and IMFSMI by
the Company. Due to the above reasons, the directors consider
that the Group no longer has the power to exercise its rights
as the sole shareholder and thus has lost its controls over the
assets and operations or is unable to exercise control over the
financial and operating policy decisions of QHFSMI and IMFSMI.
Accordingly, the directors of the Company consider that it is
inappropriate to consolidate the financial results of QHFSMI
and IMFSMI into the Group and these two wholly-owned
subsidiaries are de-consolidated and classified as discontinued
operations during the six months ended 30 June 2010.
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Notes to the Condensed Financial Statements

GRS

For the six months ended 30 June 2010 &&= =& —

6.

ZERA=ZTHIERER

REVENUE AND OTHER INCOME

Revenue, which is also the Group’s turnover, represents net
invoiced value of goods sold after allowances for returns and
trade discounts.

An analysis of the Group's revenue and other income are as

W s & H Atb U A

W (MRAEEZ EXE)ENRES
REGFINERELERZERFE

\U]][V

AEEE 2z Yk M B AR A DT

follows:
(Unaudited)
(REBEXK)
Six months ended 30 June
BEXAS+ELAMEA
2010 2009
HK$000 HK$'000
(Restated)
—E-FF —ETNF
F#ET FE T
(&&E3)
Revenue I 25
Sale of goods HEEm - 3,733
Other income Hplg A
Interest income from loan receivables B W RIE 2 F B A = 862
Sundry income FIEBA 51 25
Gain on disposals of subsidiaries (note 19) &K B D Az Wz (H7E19) - 736
51 1,623
SEGMENT INFORMATION 7. D HEE R

The Group has identified its operating segments and prepared
segment information based on the regular internal financial
information reported to management of the Group for their
decisions about resources allocation to the Group’s business
components and review of these components’ performance.
The business components in the internal reporting to
management of the Group are determined following the
Group’s major product and service lines. The Group has
identified the trading of carpets segment represents the trading
of carpets of renowned brand names as reportable segment.

RNEE B RIEE BRI AN 5k [E E 12 fE B8 i bA
HAEDEEREARNEEEBL DB RRE
ZEDHRB 2 AT BHER EQ_LE**
$\*E&%%§% PHEER  MAEEERE
TR RE 2 EB DI IIRRAEEE
REDD&EWRE*EFE REBE BT

TEEMBOBEESERERE 2HEA
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For the six months ended 30 June 2010 E & =& — T4 X A

THLIEREA

7. SEGMENT INFORMATION (continued)

Due to the recent discovery of the loss of the exploration
licence, it is the Board’'s current intention to suspend the
Group's exploration and mining business until the Group
regains controls of QHFSMI and IMFSMI and the Group

repossesses the exploration licence.

THEER (&)

MMV MBERKEHFRER HEESH
AREEAKEHRMARES BEEAR
SEENRSTERBELARERIRZIE
HIERAREEHE B BRER -

(Unaudited)
(REER)
Trading of carpets
EEME
Six months ended 30 June
BZEZXAB=1+HIELAHEA

2010 2009
HK$’000 HK$'000
(Restated)
—B-%F —TTNF
FHET FHET
(gE5)

Reportable segment revenue: BEDERE:
From external customers REIINEEP 2 W - 3,733
Reportable segment loss wEDIEEE (981) (847)
Gain on disposals of subsidiaries HEWE QR 2z ks - 33
Reportable segment assets BRESHEE 429 3,772
Reportable segment liabilities EoEEaE 3 3,416
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GRS

For the six months ended 30 June 2010 HZ =T —ZF XA =1+H 1L~ EA

8. FINANCE COSTS 8. BIFAA

(Unaudited)
(REER)

Six months ended 30 June
BEXNA=+THLEXREA

2010 2009
HK$'000 HK$'000
—E-ZTF —EENF
THERT AT
Interest on other borrowing due within —FRE B2 E A S A S
one year - 54
Finance leases BERLD - 4
Imputed interest on convertible bonds AR E S 2 HE TR
(note 18) (KEE18) 1,028 5,204
1,028 5,262
9. LOSS BEFORE INCOME TAX 9. BKRFTBHRAIEE
Loss before income tax is arrived at after charging/(crediting) BRASHABES R, (FA)UTE
the following: I8
(Unaudited) (Unaudited) (Unaudited)
(REEH) (REBH) (REEH)
Continuing operations Discontinued operations Consolidated
BROEER BRLEEEY &a

Six months ended 30 June Six months ended 30 June Six months ended 30 June
HERA=tHLEAREA HERA=tHLEAEA HERA=tHLEAREA

2010 2009 2010 2009 2010 2009
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated) (Restated) (Restated)
“B-8% | -TTNF | ZB-%F | ZTTNF | -B-%8% | —TINF
TER TEL TER FERT TER FET
(s5) (s5)) (s5))
Charging/(crediting): ok (GtA):
Cost of inventories recognised BRAERTZ
as expense FERA - 3,617 - - = 3,617
Depreciation e 63 623 - - 63 623
Staff costs, including directors’ BIMA pEZEEME
emoluments 2,479 2,531 = - 2,479 2,531
Loss on de-consolidating subsidiaries ~ HEBAGABEANEZER
(note 20) (B37E20) - - 348,966 - 348,966 -
Gain on disposals of subsidiaries HEMB LA e
(note 19) (B37E19) - (736) - (8,342) - (9,078)
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For the six months ended 30 June 2010 #Z —Z—ZF XA =+ HIL~EA

10.

11.

12.

INCOME TAX EXPENSE

No Hong Kong profits tax has been provided as the Group had
no estimated assessable profits arising in or derived from Hong
Kong for both periods. PRC foreign enterprise income tax has
not been provided as the PRC subsidiaries incurred a loss for
taxation purposes for both periods.

DIVIDEND

The Board do not recommend any payment of interim dividend
for the six months ended 30 June 2010 (Six months ended 30
June 2009: Nil).

DISCONTINUED OPERATIONS

Save as disclosed in notes 3 and 5 to the financial statements,
the board of directors of the Company considered that it
is appropriate to de-consolidate QHFSMI and IMFSMI with
effect from 1 January 2010. Details of the assets and liabilities
disposed of, and the calculation of the loss on de-consolidating
subsidiaries, are disclosed in note 20.

The business of carpet manufacturing was carried out by its
subsidiaries, namely Hui Zhou Orient Carpet Manufacturing
Co., Ltd ("HZOCM") and Tang Shan Win Alliance Wealthy
Unit Carpet Limited (“Tang Shan Win Alliance”) (collectively
referred to as the "Carpet Manufacturing Group”) whilst the
business of goods trading was carried out by the Group’s
other subsidiaries, namely Wise Mount Management Limited
("Wise Mount”) and Win Alliance Development Limited (“Win
Alliance”) (collectively referred to as the “Goods Trading
Business Group”).

As these two business segments had been suffering persistent
losses, on 4 December 2008, the Group entered into two
separate sale and purchase agreements to dispose of the
Carpet Manufacturing Group and the Goods Trading Business
Group. The Carpet Manufacturing Group and the Goods
Trading Business Group are collectively referred to as the 2009
Discontinued Operations.

The disposals of the 2009 Discontinued Operations were
completed in March and February 2009 respectively and were
presented as discontinued operations in accordance with HKFRS
5.

22 Xian Yuen Titanium Resources Holdings Limited e Interim Report 2010

10.

11.

12.

Frig®Bip <

HRASEERMERESEEETEELE
Al ET ERR B A - 3 Ept B A NS
R B E - NP R E QRN W EHE
BESHRBER RLERPEIIELE
PRASTRVE B

Hﬁ /Lé:\

HE_Z-ZFEXA=THILEXHER =
FeEFTNRNERNPHEE (BE-F
THAEANA=ZTHIEANEAR:8) -

ERIEEEER

PR BA 7 R M TE3 RSFT R BR & AN - R )
ZEZEERR TEEEARTERRENR
NEEHRBRBRE R_T—FTF—H—
BREAEM HEEEMBEZFBN R
B ER AT BEA AR ERREE20
M -

B EUE RS TR E B E QR EIMNT
RABEERRAD ([FMEFMHE])
RELBBEETERBERAR ([FWU
BBl (ehs BB ERE])ET M
EmBEEEBAHASEEMHBERRE
EERAERAR([BEDEBHERE
Raml (IBR]) (AR EREEEKE
B )T

MR ELAMBEERSPE—BESXEE ¥
AEBR_ZZN\F+_AMNHFZMH
BUESEHZ WHEHHEEEERE
mEEXBEE WHEEEERERE
EXBEESABA_STENFERIKLE
EFC

\
/

HE—ZTENFERELEEBONN -
ZENF=ZAR-ATR WIREFEHR
BREEFSH2I RO RIELERE -



Notes to the Condensed Financial Statements

GRS

For the six months ended 30 June 2010 HZ =T —ZF XA =1+H 1L~ EA

12.

DISCONTINUED OPERATIONS (continued)

An analysis of the results and cash flows of the discontinued

operations included in the condensed consolidated income

12. CRIEREXEE &)

N ERGAEERMEREARTR
BRZDRUIERERBZRERRERE

statement and the condensed consolidated statement of cash DATEAT ¢
flows was as follows:
(Unaudited) (Unaudited)
Six months ended Six months ended
30 June 2010 30 June 2009
(REER) (REER)
BE2-ZE-%2% B2-_ZTNF
AAZTHLEAEA NA=ZtTHIERAR
The 2009 The 2009
Exploration  Discontinued Exploration  Discontinued
of mine  Operations of mine Operations
HK$'000 HK$'000 HK$'000 HK$'000
—EEZNE “EEhEF
B&LE B&IE
BEHHF R EREE BEER
TER TEL FAEL FET
Revenue W gs - - - -
Other income HlgA - - - -
Expenses X - - - -
Income tax expense FEHRX - - - -
Loss on de-consolidating subsidiaries MEARTSEEE AR ZERE
(note 20) (FzE20) (348,966) - - -
Gain on disposals of subsidiaries (note 19)  H&H B2 A2 Kz (HFE19) - - - 8,342
(Loss)/Profit for the period from BRI E S E R R R
discontinued operations (B8)/%F (348,966) = - 8,342
Operating cash flows KERER = = - -
Investing cash flows RERER (75) - - -
Total cash flows BEER (75) = - -

RFKRZRARADT o
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For the six months ended 30 June 2010 E & =& — T4 X A

13. LOSS PER SHARE

THLIEREA

The calculation of basic loss per share attributable to the
owners of the Company are based on the following data:

13. BREE

AR T A SR A ST R 15 L
THEHE

(Unaudited)
(REEZ)

Six months ended 30 June
BEXA=+HLAEA

2010 2009
HK$'000 HK$'000
—E—EF —EENF
FHET FAET
Loss [F=]
Loss for the period attributable to AU ESREREE ZARQF
the owners of the Company for wAE ANERAEBBER
the purpose of basic loss per share (359,583) (2,144)
(Unaudited)
(REERZ)
Six months ended 30 June
BEASA=+HLAEAR
2010 2009
‘000 ‘000
—E—EF —EENF
T8 F &
Number of shares BB
Weighted average number of ordinary shares AT EFREREIE 2
for the purpose of basic loss per share T m RN T 7,364,077 3,722,123

No diluted loss per share attributable to the owners of the
Company is presented for the six months ended 30 June 2010
and 2009 as the potential ordinary shares have anti-dilutive

effect.
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For the six months ended 30 June 2010 HZ =T —ZF XA =1+H 1L~ EA

13. LOSS PER SHARE (continued) 13.

From continuing operations

The calculation of basic loss per share from continuing
operations attributable to the owners of the Company are
based on the following data:

BREBE &)
REFELKEER

ARRHEBABEFRELLERBERER
BEETIRIEIA T BIRT &

(Unaudited)
(REEZX)
Six months ended 30 June

HEAA=THLEAREAR

2010 2009
HK$'000 HK$'000
—B-2F —ETNF
FET FHBT
Loss for the period attributable to RAUEtEgRAREE
the owners of the Company for KAREB AE(L
the purpose of basic loss per share NEAREE (359,583) (2,144)
Loss/(Profit) for the period attributable to KNRARHEB AEMN
the owners of the Company from BRI EER
discontinued operations KNEgRIEE S CEF) 348,966 (8,342)
Loss for the period attributable to AU EgREREE
the owners of the Company for KARHEB AELL
the purpose of basic loss per share PR
from continuing operations N HA RS g5 18 (10,617) (10,486)

No diluted loss per share from continuing operations
attributable to the owners of the Company is presented for
the six months ended 30 June 2010 and 2009 as the potential
ordinary shares have anti-dilutive effect.

From discontinued operations

Basic loss per share attributable to the owners of the Company
from discontinued operations of HK4.74 cents (2009: basic
earnings of HK0.22 cent per share (restated)), based on the loss
for the period attributable to the owners of the Company from
discontinued operations of approximately HK$348,966,000
(2009: profit of approximately HK$8,342,000) and the
weighted average number of ordinary shares in issue as set out
above.

REELTBRARESZE HMBE—

FRIZBZEAFARNA=THIXE
AYEEIARNRHEAARGIHBLEE
BzERh#8EE-

RECRLEREEK

RARHEAEAEGHEREEEXEBGRE
REBRATIBN(ZZEZNF BRE
REFNR0.228 M (KEF]) ) - HRER
NAEA ANBGHBERIESEEE 2 AHE
E718#7348,966,0008 7L (ZEZNF 1 )&
498,342,000/ 7T ) M E XX Pt 2 B #AT
LR NE T EGE -
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For the six months ended 30 June 2010 #Z —Z—ZF XA =+ HIL~EA

14. PROPERTY, PLANT AND EQUIPMENT 14.

During the six months ended 30 June 2010,

(a) the Group incurred capital expenditure of HK$507,000
in property, plant and equipment (Six months ended 30
June 2009: Nil).

(b) As a consequence of de-consolidating QHFSMI and
IMFSMI, certain property, plant and equipment of the
Group, amounting to HK$3,578,000, were written
down for the six months ended 30 June 2010 (Six
months ended 30 June 2009 : Nil).

K5

]

RNRA=+TBIEXREAR -

X -BEKE
e

REBEE-_Z—F

(a) AEBEAME BERREER
f %507,0008 T (HHE=ZEZ N
FEXRNA=Z+THIEANEA &) -

(b) HRTHBEEARSERERAR
BARR AEERHEE_ZE—ZF
NAZTRENEAMEEES
3,578,000 T2 & T - HE
LEE (BE-_TTNF A=
BIEXNEA £&)-

15. GOODWILL 15. BHE
Save as disclosed in notes 3 and 5 to the financial statements, BB ISR R M sE3 R GAT IR R & AN A A
the board of directors of the Company considers that it is LEECEERA THEAEARSTER
appropriate to de-consolidate QHFSMI and IMFSMI with effect BRASEREBRE RZE—FF—
from 1 January 2010. Details of the assets and liabilities A—BABREB-HEEERBEZFBMU
disposed of, and the calculation of the loss on de-consolidating NEtEWB AR TBZEAE AR ZBERK
subsidiaries, are disclosed in note 20. 20 FE
(Unaudited) (Audited)
30 June 31 December
2010 2009
HK$'000 HK$'000
(REBER) (')
—E-ZF ZETNF
~A=+H +=—A=+—H
FHERT FHT
At 1 January w—HA—H
Gross carrying amount BREEE 1,021,644 1,021,644
Accumulated impairment ZETRE (694,012) (325,611)
Net carrying amount BREFE 327,632 696,033
Opening net carrying amount BR 4 AR DR (B 327,632 696,033
Impairment loss during the period/year R FRREEE - (368,401)
Loss on de-consolidating subsidiaries (SN NER SN v
(note 20) &8 (K7E20) (327,632) -
Closing net carrying amount B REBREFE - 327,632
At the end of reporting date RfE BB R
Gross carrying amount BREEE - 1,021,644
Accumulated impairment R2FRE - (694,012)
Net carrying amount BREFE - 327,632
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16.

DEPOSITS FOR ACQUISITIONS OF
SUBSIDIARIES

On 25 September 2009, the Group entered into an agreement
with the vendor, Greater Finance Limited (" Greater Finance”) to
acquire the entire equity interests in China International Energy
Investments (Hong Kong) Limited (together with its subsidiaries
collectively referred to as the “China International Group”) for
a consideration of HK$1,500,000,000 (subject to adjustments).
The China International Group is principally investing in oil and
gas business. As at 30 June 2010, the refundable deposit of
HK$150,000,000 was paid to the vendor by the Company and
the acquisition has not yet been completed.

On 5 November 2009, the Group entered into an agreement
with the vendor, Maycrown Capital Limited (“Maycrown
Capital”) to acquire the entire equity interests in Sunlight Rise
Limited (together with its subsidiaries collectively referred to as
the “Sunlight Group”) for a consideration of HK$350,860,000.
The Sunlight Group is engaged in the business of generating
and supplying electricity and heat by using coke oven gas
in the PRC. As at 30 June 2010, the refundable deposit of
HK$35,000,000 was paid to the vendor by the Company. This
acquisition was completed on 10 August 2010, details of which
are set out in note 25.

16.

WEHBRARZRE

M-EEHAEHLA-+HA AEHRA
& 7 Greater Finance Limited ([ Greater
Finance ] )E M B & A B R China
International Energy Investments (Hong
Kong) Limited (& [ & [ & 2 7] 4t 18
[China International Group J) 2 2 #8& A
M zs 0 1B A&1,500,000,000/%8 7T (] ¥ 7
#£) o China International Group® B#% &
MAEB-R-Z_ZE—ZTFXA=+H &
A A B A& 5 % 14150,000,0007 7T 2 7]
REZRS MeRBREERARTRK-

N_ZEENF+—ARB ASEESEH
ERBEARABRAG ([EBEAR])FT MW
FURBREEFERAR CEREMNBA
AGEAEIAEER]) 2R A #EE
R B A&350,860,00078 7T - 7 B8 &£ [E 1A P
BIREFRAEEEREE HERERE
B-R-ZZE—ZTFEXA=Z1+AH ARQRFEM
& 7 % 135,000,000/ T2 AR BIR S -
REKBERAZZE—ZFNATHRER"
B IB RN M 525 ©

RFKRZRARDT o
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17.

18.

EXPLORATION AND EVALUATION ASSETS

Save as disclosed in notes 3 and 5 to the financial statements,
the board of directors of the Company considers that it is
appropriate to de-consolidate QHFSMI and IMFSMI with effect
from 1 January 2010. Details of the assets and liabilities
disposed of, and the calculation of the loss on de-consolidating
subsidiaries, are disclosed in note 20.

17. BHERFHEE

BRI SRR M sE3 ST TEE SN A AR
LEESEERR THEAAEREEH
BEASTERRBEE RZET—FF—
A—BRAEB -PREEERBEZFBMU
NEtEWB AR T BZA AR ZBERK
20N R EE -

(Unaudited) (Audited)

30 June 31 December

2010 2009

HK$'000 HK$'000

(REER) (')

—E—=F ZETNF

~A=+H +=A=+—8

FET FHET

At 1 January Rn—HA—H 38,562 34,253
Additions during the period/year AR/ FRAE - 4,465
Exchange differences N =5 - (156)
Net carrying amount BREFE 38,562 38,562
Opening net carrying amount B AR EDF(AE 38,562 38,562

Loss on de-consolidating subsidiaries WEARTHEEe AKRZEE

(note 20) (Mf5x20) (38,562) -
Closing net carrying amount B R AR EDF (A - 38,562

CONVERTIBLE BONDS

In November 2007, the Company issued zero coupon
convertible bonds (the “CB1”) in the principal amount of
HK$365,000,000 as a part of the consideration for the
acquisition of 51% equity interests in Kanson Development
Limited (“Kanson”). The CB1 bear no interest with a maturity
date on 4 November 2012 and are convertible into shares of
the Company at the conversion price of HK$0.60 per share
(subject to the standard adjustment clauses relating to share
sub-division, share consolidation, capitalisation issues and rights
issues) at any time after the issue date. Details of the CB1 are
set out in the Company’s circular dated 15 October 2007.
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RZEELEF+—A - ARABTR
© #8365,000,0008 L 2 TR B Al A
BEF(TIREEFE—HESF])
{E & Ut B Kanson Development Limited
([Kanson ] )51%ME A 2 B KB -
AREESE —HEHFREE RZIE
——F+—AEB RN ETHERE
E AT B 3R 2R E F JR0.60/8 T K iR B A
AR (EERRGOIFME ROEH &
AT RECARAB A 2 1R P B o
AMRESE —HESF ZFBHRAAT
AR ST LF+A+THBZEBE-
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18.

CONVERTIBLE BONDS (continued) 18. AIBKRES (&)
In July 2008, the Company issued zero coupon convertible RZZEZENFLA ARFETAEEE
bonds (the “CB3") in the principal amount of HK$580,000,000 580,000,000/ L 2 TR B Al R & 5
as the consideration for the acquisition of the remaining 49% (AT ESE=-MESR]) EAIKRE
equity interests in Kanson. The CB3 bear no interest with Kansonff N49% g AN # 25 2 (X8 o Al R
maturity date on 2 July 2013 and are convertible into shares BEHFF-HEFAEE RZT—=F+
of the Company at the conversion price of HK$0.25 per share A — B 38 K& Al 3% 17 B BB A& F {o] B
(subject to the standard adjustment clauses relating to share RHBREERO2SETHR AR QARG
sub-division, share consolidation, capitalisation issues and rights (BBRBOFE RHE O ERMLET
issues) at any time after the issue date. Details of the CB3 are K2 Be AR A8 B 2 1R A S BEARR) o AT AR 1B
set out in the Company’s circular dated 6 June 2008. FE-HEFIHABEHRARABHRAES
TENFERNARNB @A -
The fair value of the liability components, included in the AHMRESFE —EFRAIBRRESE=
CB1 and CB3, was calculated using a market interest rate for HEHFEEHD 2 A FAETDRRAE ]
an equivalent non-convertible bond. The residual amount, BEH s MISHNEAE - R T B AE
representing the value of the equity conversion component, is HEBIES 2 EBE Wit A\ BB AERZ
included in the convertible bond equity reserve in the owners’ MR EGER -
equity.
The CB1 and CB3 recognised in the statement of financial R RRA R AR Z THRARES S — 4t
position are calculated as follows: BEFERARKREFE=MESTHEOT:
CB1 CB3 Tota
AR ES AR EF
E-MESH E=HES Mt
HK$'000 HK$'000 HK$'000
FEIT FHET FH&T
Face value of convertible bonds EETABRRES
issued [ERE 365,000 580,000 945,000
Proceeds of issue (fair value on BrTlas (BRERZ
initial recognition) NEE) 365,467 363,506 728,973
Equity component =D (189,421) (103,438) (292,859)
Liability component BES 176,046 260,068 436,114

RFKRZRARDT o
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18. CONVERTIBLE BONDS (continued) 18. AR ES (&)
Movement of liability component BERIEH
Movements of liability component for the six months ended 30 REBEEZT-—ZFNA=+HLEANEAAR
June 2010 and for the year ended 31 December 2009 are as HE_ZZNF+_A=+—HILFEZ
follows: aEMRSBENT
(Unaudited)
(REEX)
30 June 2010
—E-ZTHEXA=1+H
CB1 CB3 Total
HKS$'000 HK$'000 HK$'000
CE-V3E AR E S
E—EH F=HEH Mt
FHExT FTET FTET
At 1 January 2010 RZE—ZEF—HF—H 19,001 278 19,279
Exercise of the convertible bonds 17 AT # i (& % (1,139) - (1,139)
Imputed interest expenses HEEMEER
(note 8) (Hi7E8) 1,010 18 1,028
At 30 June 2010 RZE—ZTFA=+H 18,872 296 19,168
(Audited)
(EEZ)
31 December 2009
—EENF+ZA=+—H
CB1 CB3 Total
HK$'000 HK$'000 HK$'000
AR (B 55 AR 1B 55
FE—HEFH FE=PEFH FEE
FHET FHT FHET
At 1 January 2009 RZZEZAF—H—H 88,414 104,248 192,662
Exercise of the convertible bonds 17 f# 7] #2 J& (& & (73,243) (106,537) (179,780)
Imputed interest expenses EENEER 3,830 2,567 6,397
At 31 December 2009 RZZZENEF
+-A=+—8 19,001 278 19,279
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18. CONVERTIBLE BONDS (continued)

Movement of equity component

Movements of equity component for the six months ended 30
June 2010 and for the year ended 31 December 2009 are as

follows:

18. AR ESH (&)
XD EH

REE-T-TEAA=tELANEAR
BE-TEAF+-A=+—RILFEY
EEBSEHNT

(Unaudited)
(REER)
30 June 2010
—e-BFAA=1H

CB1 CB3 Total
HK$'000 HK$'000 HK$'000
GIE:Y 3 o i8R 1 %
F—MEH E=HEH et
FET FHET FHET
At 1 January 2010 R-ZZE—ZTF—-—A—H 15,849 55 15,904
Issue of shares on conversion KA BEFEITIRD (945) = (945)
At 30 June 2010 R-ZZE—ZFA=1+H 14,904 55 14,959
(Audited)
(e z)

31 December 2009
—EEhF+=—A=+—H

CB1 CB3 Total
HK$'000 HK$'000 HK$'000
AR E S Al R & 5
F—HtEE E-WEF HBEr
FET FAT FAT
At 1 January 2009 RZZTENF—A—H 81,872 38,500 120,372
Issue of shares on conversion R E BTG (66,023) (38,445) (104,468)
At 31 December 2009 RNZEZNF
+=-—A=+—H 15,849 55 15,904

REARBEBRERAT « — T —TFFEHRE 31



Notes to the Condensed Financial Statements

5 B B 75 S AR B o

For the six months ended 30 June 2010 #Z —Z—ZF XA =+ HIL~EA

18.

CONVERTIBLE BONDS (continued)

The fair value of the liability components of CB1 and CB3 at the
dates of issue amounted to approximately HK$176 million and
HK$260 million respectively.

Interest expense on the bonds is calculated using the effective
interest rate method by applying interest rate of 15.7% and
17.4% per annum to the liability components of CB1 and CB3
respectively.

During the six months ended 30 June 2010, 3,543,000 ordinary
shares were issued in aggregate, at the conversion price of
HK$0.508 (as adjusted) per share, to the bond holders upon
the conversion of the CB1. The conversion price was adjusted
to HK$0.508 as a result of the open offer. Details of the result
of open offer and the adjustment to the conversion price of the
convertible bonds are set out in the Company’s announcement
dated 7 October 2009. As a result, there was an increase
in the share capital and share premium of HK$36,000 and
HK$2,048,000 respectively.

Subsequent to the reporting date, no ordinary share was issued
to the bond holders upon the conversion of CB1 and CB3
respectively.

According to the sale and purchase agreements dated on 8
July 2007 and 8 April 2008, , another zero-coupon convertible
bonds with face value of HK$400,000,000 (the "CB2") and
HK$380,780,000 (the “CB4") would be issued to Ms. Leung on
the fifth business day following the date of receipt of mining
license in respect of the underlying mine. The CB2 and CB4 are
convertible into shares of the Company at the conversion price
of HK$0.60 and HK$0.25 per share respectively. As at 30 June
2010, the CB2 and CB4 have not been issued and have not
included the purchase consideration of acquisition in Kanson.
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18. WRKRESR (&)

RETH  ATRARESE —#tEF LR
BEFFE=-#EFAESD 22 FES
5l #)%3176,000,0007% 7T }2260,000,000/8
JC °

BEH 2 F BB AR E R K& AF R =
15.7% K 17.4% 5 B gt Al iR B 5 8 — it
BEELABRRESFF - MEFBEL D
Ho
BE-_T-ZTEA=Z+HILA~EA K
NERABRRESE - HEHFETLRE
REREIBRBS08E T (KA mES
BB ANBEITA H3,543,00008 @A - ik
BERAMEEmMAEA0.5088 T AFE
EHERERIBMBRES 2 A IRERR ZF
BEAAARBPAE-_ZEZENF+ALH
Z A e E I B AR A R AR5 s B D B
$136,0007% 7T 2,048,000/ T

RE|ERMR ARARAIARRESSE —
MESRAIBRRESFE =HEFETHSR
R RS HAARTERN T BR-

REBHA-_ZSTLtFLANBR-ET
NFHANBZEERE S—HEES
311 £400,000,0008 7T ([AJ R EHE =
#HE1E% | ) %380,780,0005 7T ([ AT AR (E
HFENMRES]) rTELSTBRBRESFER
BEEEER 2 FARERBREBRZERRE
BERRTTRLL -AERESFS it
BEHRABRESFE N ES D B R A
BEFNR0.60/E T K0.25B TR BAERRD
AR -R-_E—ZTENA=1+B" A
BEHFE_MESFRAIBRESFMILE
HHAEIT IR AW BEEKansonZ B E
RIE-
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19.

ZERA=ZTHIERER

DISPOSALS OF SUBSIDIARIES

The Group disposed the subsidiaries, namely, Orient Carpet
Manufacturing (HK) Limited, HZOCM, Beijing Forest Source
Mining Industry Development Company Limited, Wise
Mount, Win Alliance and Tang Shan Win Alliance at the total
consideration of HK$29,330,000 of which (a) HK$12,200,000
was used to set off against the net current liabilities of
HZOCM and assumed by the independent third party and (b)
HK$17,130,000 was paid in cash on completion date.

In April 2009, the Group also disposed of certain inactive and
loss suffering subsidiaries, namely, Jackley China Limited and
its subsidiaries including Orient Finance (Hong Kong) Limited,
Charvix Concrete Company Limited and Jackley Carpet Limited,
at the consideration of HK$1.

In May 2009, the Group also disposed of subsidiaries, namely,
626 Limited and Hong Kong Forest Source Mining Industry
Development Company Limited, at the consideration of HK$1.

19. HEKBELQ A

REBLAERE29,330,0008 T HEHE
nal BIRAFBAEE (FE)BRAAR
BMEFHH At RRRIEE SR
BIRARFIE - - BEEELEBEE  Ed()
12,200,000/ 7T B A A K $5 BN 3R 7 Bt
2B AEFEE (BUE = A EAEZSE
FIE) » K(b) 17,130,000/ T2 52K B
IR & e

RZZZAFHWA AEBERUARE ST
tH’%E]F%EJEETEZ#/EE&WE &l B
Jackley China Limited X £ E A7 - &35
R (EE)AERAR tl@ﬂﬁﬁﬁ
NAINBRERR AR

—EENFRA ALETRURENET
ﬁ%ﬁﬁ% 7] Bl626 AR AR R EBHRR
BEMREERQA -

(Unaudited)
Six months ended

30 June
2009
HK$'000
(RE&EZ)
HEZZThF
NA=+THL
7~ E A
FHT
Net assets disposed of : HECEEFRE:
Property, plant and equipment Mz BFE REE 26,735
Prepaid lease payments AN HEERIE 14,062
Prepayments, deposits and other receivables TET IR ~ 1R & R H fth fE U FRIE 10,113
Inventories wE 7,321
Trade receivables R E 5 RIE 1,852
Cash and cash equivalents BekReEMEEH 459
Trade payables FEfE 5 HR1E (17,582)
Deposit received, other payables and accruals BLE - ﬁfﬁﬁgﬁ KIB & FEEHRIB (24,312)
Amount due to a non-controlling shareholder FE - FE 12 AR AR SR K (1,288)
17,360
Release of exchange reserve upon disposal o B B R B e (9,308)
8,052
Gain on disposals of subsidiaries in continuing operations  (HFEL LXK HENBE R R 2 W
(note 6) (HizEe) 736
Gain on disposals of subsidiaries in the 2009 CETNFERIEEEEBLENB AR
Discontinued Operations (note 12) ZWas (MEE12) 8,342
Total consideration wR(E 17,130
Satisfied by: PP S-ZNE
Cash B& 17,130
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20.

DE-CONSOLIDATING SUBSIDIARIES

As explained in notes 3, 5 and 12, the board of directors of the
Company considers that the Group no longer has the power
to exercise its rights as the sole shareholder and thus has lost
controls over the assets and operations or is unable to exercise
control over the financial and operating policy decisions of
QHFSMI and IMFSMI. Base on its financial statements of
QHFMSI and IMFSMI as at 31 December 2009, in light of the
latest management accounts of the two subsidiaries available
to the directors of the Company. Accordingly, the Group
recorded a loss on de-consolidating QHFSMI and IMFSMI of
approximately HK$348,966,000.

Details of net assets attributable to QHFSMI and IMFSMI as at 1
January 2010 are set out below:

MEBARRBHRE AR

B R R B3 SR 12FTH A A EE
EERE AEETHERETEREIEAM
—REZER WERLKREEHEEHRER
NEERREZEERKE 2T &
FHEBRBERAZTERIRZ T B REE
RRITEESE - BRESERRERATE
REBEZETAF+_A=+—RHZH
BHER (RARREEME WMIIEFHZ
EEERE) ARESHSEIRERATS
R B A AR 2 B8 49348,966,000
VBT 0

R-ZE-FF-A-BFBHRREARA
HREERGEEFEHINDT:

(Unaudited)

HK$’000
(RBER)
FHET
Net assets disposed of : HEZEEFE:
Property, plant and equipment (note 14) ME B R & (MEE14) 3,578
Exploration and evaluation assets (note 17) MR EE (H5E17) 38,562
Prepayments, deposits and other receivables FENRIE - -Re REMEIRRIE 71
Cash and cash equivalents e LIRS EZEEEH 75
Deposits received, other payables and accruals EWiLe HaEMNRIB R ESTZE (19,980)
22,306
Attributable goodwill (note 15) FEMREEE (PH3E15) 327,632
349,938
Exchange loss arising from de-consolidation THEAAEEL ZELEE (972)
Net loss on de-consolidating subsidiaries WEB AR TEGEAEARZEBFE 348,966
Analysis of net outflow of cash and cash equivalents B AT TESEAAEMELAZRES R
arising from de-consolidating subsidiaries B4 EEED A FEON (75)
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21. SHARE CAPITAL 21. B
(Unaudited) (Audited)
30 June 2010 31 December 2009
(RBER) (&)
ZE-ZEXA=1H —FENF+-A=+—-H
Number of Number of
shares shares
Notes ‘000 HK$'000 ‘000 HK$'000
BRA#E B8 E
Btk TR TERT T FEL
Authorised : EERA:
Ordinary shares of HK$0.01 each BREBCOIBTZERR 20,000,000 200,000 | 20,000,000 200,000
Issued and fully paid : BETRARRA:
At the beginning of period/year, WEA/ 9 BREE
ordinary shares of HK$0.01 each 0.018 Lz TRk 7,361,043 73,610 3,024,720 30,247
Exercise of convertible bonds and I RRESR R
issue of shares BT (a),(b) 3,543 36 1,074,543 10,745
Shares issued in August 2009 RZZTNENAERTZHRH © - - 809,280 8,093
Shares issued in October 2009 RZZENFE+ARTZRNG (d - - 2,452,500 24,525
At the end of period/year, ordinary WER/FX SREE
shares of HK$0.01 each 0.018 L2 Tk 7,364,586 73,646 7,361,043 73,610
Notes: B2
(a) During the six months ended 30 June 2010, 3,543,000 new (a) REBEEZZT—ZFTFA=ZFTHIENE

A ARARIRE MR ESRE —HE
B A £ 3173,543,0000% F E @R
HiB(EAR0.508B T (KAE) (HE
—ETAF+-_A=t+—BLEFE:
209,000,0008% 2 3,543,0000% %7 & i@
fi& & B ¥ 8 9 5l £0.607% 7T 20.508
BT (KAR)) A HRARR
19 3 8 9 Bl 38 1136,00078 7T (B = =
TEANF+ A=+ —HLEFE:
2,125,000 7T ) %2,048,0007% 7T (&
E_ETNFF+_A=+—HLEFE:
137,140,000 7T ) ©

ordinary shares in aggregate were issued at the conversion
price of HK$0.508 (as adjusted) (Year ended 31 December
2009: 209,000,000 and 3,543,000 new ordinary shares at the
conversion price of HK$0.60 and HK$0.508 (as adjusted) per
share respectively) to the bond holders upon the conversion of
the CB1. As a result, there was an increase in share capital and
share premium of HK$36,000 (Year ended 31 December 2009:
HK$2,125,000) and HK$2,048,000 (Year ended 31 December
2009: HK$137,140,000) respectively.
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21. SHARE CAPITAL (continued) 21. BRA (a)

Notes: (Continued) M (&)

(b) During the year 2009, 862,000,000 new ordinary shares in (b) RIEZNFE ARFRAHBKRES
aggregate were issued, at the conversion price of HK$0.25 per E-ZMELEETLAEBRER LB
share, to the bond holders upon the conversion of the CB3. Bo25B TRESRFAEARITAH
As a result, there was an increase in share capital and share 862,000,000A% #r & imA% o (A 1tt » HEA
premium of HK$8,620,000 and HK$136,361,000 respectively. K& B 5 Bl 1 hn8,620,0005 7T K&

136,361,000 7t

() On 6 August 2009 and 10 August 2009, the Company entered (0 R-ZZEZEAFENARNAR-_ZEZNE
into a placement agreement and a supplemental agreement NATH RAFERERIEEEE
respectively with Mayfair Securities Limited (“Mayfair A5BRAR ([EBES]) DBIGIZ—
Securities”) as placing agent, pursuant to which an aggregate mEEHER —DERTHE Bt
of 809,280,000 new ordinary shares were placed by Mayfair EBEBEFRRAD AT RE S KD
Securities on behalf of the Company, at the price of HK$0.137 01378 Tz BRMBEIIEEERES
per placing share with the independent investors. As a result, $£809,280,0000% # & @ i o A 1k - A<
the Company issued 809,280,000 new ordinary shares at NEIR—_ZEZENENA-_THUEGKE
HK$0.137 per share on 20 August 2009 and there was an 0.137/8 7T 2 {E 15 3£ 17809,280,000/%
increase in share capital and share premium of HK$8,093,000 SHEFES  HRRA R IR @B o B hn
and HK$102,779,000 respectively. 8,093,000/ 7T }2102,779,000/% 7T °

(d) On 25 August 2009, the Company entered into an underwriting (d) ZETAEFENARZTHHA ARQRHE

agreement with Kingston Securities Limited relating to the
open offer at the subscription price of HK$0.08 per offer
share to its shareholders on the basis of one offer share for
every two shares of the Company recorded on the register of
members of the Company on 15 September 2009. As a result,
the Company issued 2,452,500,000 new ordinary shares at
HK$0.08 per share in October 2009 and there was an increase
in share capital and share premium of HK$24,525,000 and
HK$171,675,000 respectively.

All issued new ordinary shares rank pari passu with other shares

in issue in all respect.
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22.

23.

OPERATING LEASE COMMITMENTS 22.

At 30 June 2010, the Group had total future minimum lease
payments under non-cancellable operating lease falling due as
follows:

REHENERE

R-Z—FFA=1TH TEERN T
FHIREm 2 TR R K E AL 2 KRR &
DHEENKEEMT

(Unaudited) (Audited)

30 June 31 December

2010 2009

HK$'000 HK$’000

(REEZR) (= %)

—E-EF —ETNF

AA=tH | +=ZA=+—H

TER FHET

Within one year —FR 1,355 1,355
In the second to fifth years, BE_FEFRF

inclusive (BREERMT) 1,197 1,875

2,552 3,230

The Group leases certain leasehold land and buildings under
operating leases. The leases run for an initial period of two to
three years, with an option to renew the lease and renegotiate
the terms at expiry date or at dates as mutually agreed between
the Group and respective landlords/lessors. None of the leases
include contingent rentals.

RELATED PARTY TRANSACTIONS 23.

Save as disclosed elsewhere in condensed consolidated financial
statements, the Group had the following material transactions
with related parties during the periods:

Compensation of key management
personnel

AEERBEERANVERETHELT R
BF - ZEHONTR/EME=F AN
AR AEHREFEEE T HEARR
BEZ BHEEER R ETANGR %
EHOTBEAAEE-

BEEALXRS

BERGaMBRREMBOMEES
ShoHIRN AEBEBEALTHABNTE
RS

TEEEAEBZHE

(Unaudited)
(REE®Z)
Six months ended 30 June
BEXAB=t+tHLXEA

2010 2009
HK$'000 HK$'000
—E-FF —ETAF
FET FiBT
Total remuneration of directors and HAEEREM
other members of key management FEEBRAEZ
during the period B 951 951
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—E-THERHRE 37



Notes to the Condensed Financial Statements

57 B B 7% S AR B o

For the six months ended 30 June 2010 & Z —Z—ZF XA =+ HIL~EA

24.

COMMITMENTS

As at 30 June 2010, the Group had the following outstanding
capital commitments:

(a)

As explained in notes 3, 5 and 20, the financial
information of QHFSMI and IMFSMI were de-
consolidated during the six months ended 30 June
2010. As at 30 June 2010, no agreements have been
entered into with other parties in relation to exploration
and evaluation expenditures which are to be capitalised.
(As at 31 December 2009: the total contracted amount
of HK$1,048,000).

As mentioned in note 16 to the financial statements,
on 25 September 2009, the Group entered into an
agreement with the vendor, Greater Finance, to acquire
the entire equity interests in the China International
Group for a consideration of HK$1,500,000,000 (subject
to the adjustments). The China International Group is
principally investing in oil and gas business. As at 30
June 2010, the refundable deposit of HK$150,000,000
was paid to the vendor by the Company and hence
capital commitment arising from this potential
acquisition was approximately HK$1,350,000,000.

As mentioned in note 16 to the financial statements,
on 5 November 2009, the Group entered into an
agreement with the vendor, Maycrown Capital to
acquire the entire equity interests in the Sunlight Group
for a consideration of HK$350,860,000. The Sunlight
Group is engaged in the business of generating and
supplying electricity and heat by using coke oven gas
in the PRC. As at 30 June 2010, the refundable deposit
of HK$35,000,000 was paid to the vendor by the
Company and hence capital commitment arising from
this acquisition was approximately HK$315,860,000.
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25.

EVENTS AFTER THE REPORTING DATE

The Group had the following significant events after the
reporting date:

Precious New Limited (“Precious New"), a wholly owned
subsidiary of the Company and the Company entered into a
supplemental agreement with Maycrown Capital and Ms. Ho
Mee Kuen Karen (the “Guarantor”) to vary the provisions of
the sale and purchase agreement dated 5 November 2009
(the "Agreement”) regarding the further deposit payable by
Precious New (the “Supplemental Agreement”). According
to the provisions of the Agreement, Precious New should pay
to Maycrown Capital HK$35,000,000 as a further refundable
deposit in cash within three business days after the completion
of the due diligence investigation to be conducted by Precious
New and its advisers on the target group and conditional upon
certain conditions being fulfilled and/or waived by the Precious
New.

Following discussions between the parties to the Agreement
and considering that the Company had paid HK$80,000,000
to Ontop Finance Limited for the registered capital of Shanxi
Zhong Kai Group Lingshi Heat and Power Company Limited,
the parties entered into the Supplemental Agreement on 10
August 2010, pursuant to which the payable amount of the
HK$35,000,000 by Precious New has been postponed to on
or before 31 July 2011 and Precious New shall pay interest
charged on the HK$35,000,000 at the rate of 3% per annum.
The interest shall accrue from day to day, shall be calculated
on the basis of the actual number of days elapsed and a 365-
day year, including the date of completion and ending on
the date of actual payment by Precious New, provided that if
such balance of HK$35,000,000 is paid in full on or before 11
February 2011, no interest shall be payable on such amount.
The details are set out in the Company’s announcement dated
10 August 2010.

The Company agree that all conditions precedent set out in
the Agreement as varied by the Supplemental Agreement
have been fulfilled and the completion of the Agreement (as
amended) took place on 10 August 2010. The Company has
issued the consideration shares of HK$140,430,000 and the
convertible notes of HK$140,430,000 to Maycrown Capital
in accordance with the terms of the Agreement as varied by
the Supplemental Agreement. Sunlight Group has accordingly
became the subsidiaries of the Company on 10 August 2010.

25.
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26. LITIGATIONS

There are litigations being undertaken against and for the
Group in 2010, details of which are set out as follows:

(a) Capital contribution to IMFSMI

The Group's subsidiary, namely IMFSMI was established
since 2007 and its capital has not yet been fully
paid up since then. IMFSMI (acting under the legal
representative and the director of IMFSMI , Ms. Leung
required its immediate holding company, namely
HKFSMIH to make capital contribution of HK$30 million
into IMFSMI (the “Capital Contribution”), pursuant to
IMFSMI’s articles of the association. In September 2009,
IMFSMI acted as plaintiff and undertook legal action
against HKFSMIH to make the Capital Contribution. In
March 2010, the Company's PRC legal adviser replied to
the court in Inner Mongolia that

(i) The plaintiff (i.e. IMFSMI) does not possess the
litigation qualification as the business licence of
IMFSMI has already expired on 30 April 2009.

(i) The plaintiff does not have any rights to
undertake the litigation as there are no laws
in the PRC to enable a company to sue its
equity holders who have not made their capital
contribution.

(iii) The certificate of approval for IMFSMI is
now invalid and the 2009 annual statutory
examination in the PRC has not been fulfilled.

(iv) After taking into account the above
considerations, the PRC legal adviser advised that
the business license of IMFSMI should be firstly
cancelled. As such, the Capital Contribution may
not be necessary.

Although the court in Inner Mongolia dismissed the
litigation in April 2010, the plaintiff appealed against
the decision. As at the date of this interim report, the
litigation is still in progress.
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26. LITIGATIONS (continued) 26.

(b) Injunction order

HK Yuenxian (previously known as Forest Source
Mining Industry Holding Company Limited is a private
company incorporated in Hong Kong and owned by
Ms. Leung (see note 3). This company is not related
to the Group. The Group has requested Ms. Leung to
change the original name of this company on the basis
that similarity between the name of this company and
the Company’s subsidiaries might cause confusion to
the shareholders and business partners of the Group.
On 30 November 2009, HKFSMIH, IMFSMI and QHFSMI
successfully requested the High Court of Hong Kong
to issue an interim injunction order against Forest
Source Mining Industry Holding Company Limited, Ms.
Leung and other three independent persons restraining
them from carrying on business in Hong Kong and/
or the PRC under the name of “Forest Source Mining
Industry Holding Company Limited” or under any style
or name comprising the words “Forest Source Mining
Industry” in form likely to mislead or deceive the
public. On 31 December 2009, the High Court of Hong
Kong continued the interim injunction order against
HK Yuenxian, Ms. Leung and other two independent
persons and discharged the interim injunction order
against other one independent person. On 30 March
2010, upon Ms. Leung Lai Ching Margaret on oath
saying that she was not intending to compete with
HKFSMIH at the moment or to pass herself/Forest
Source Mining Industry Holding Company Limited off as
HKFSMIH, the High Court of Hong Kong discharged the
interim injunction order against HK Yuenxian, Ms. Leung
and other two independent persons.

27. COMPARATIVE FIGURES 27.

Certain comparative figures have been reclassified as to
conform with current period’s presentation and as a result of
the re-statement of comparative financial information set out in
note 2.
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BUSINESS REVIEW AND OUTLOOK

For the six months ended 30 June 2010 (the “Period”), no revenue
is recorded from its continuing operations by the Group (2009:
HK$3.7 million) and operating loss from its continuing operations
were approximately HK$9.6 million (2009: HK$5.2 million (restated)).
The operating loss of the Group from its continuing operations was
substantially increased by approximately HK$4.4 million as compared
to the corresponding period of last year due to the administrative
expenses was increased by HK$2.6 million. The finance costs were
reduced by HK$4.2 million as the imputed interest on convertible
bonds was decreased. Loss on de-consolidating subsidiaries HK$349
million incurred for the Period from discontinued operations (2009:
profit of HK$8.3 million (restated)). The details are set out in the notes
3, 5and 12.

CARPET TRADING BUSINESS

The market environment of carpet trading continued to be extremely
competitive. During the Period, no revenue is recorded by the Group
and incurred a loss HK$981,000 in carpets trading business. The Group
will take more effort to source more orders from both new and existing
customers to improve the results. In fact, the Group have already got
some sale orders in second half year.

ELECTRICITY AND HEAT BUSINESS

On 5 November 2009, Precious New Limited, a wholly owned
subsidiary of the Company, entered into a conditional agreement
with Maycrown Capital Limited (“Maycrown Capital”), pursuant to
which Precious New Limited has agreed to purchase and Maycrown
Capital has agreed to sell the entire issued share capital of Sunlight
Rise Limited (“Sunlight Rise”) at an aggregate consideration of
HK$350.86 million, and to assume the obligation of contributing
to and paying up the remaining balance of the registered capital
of Shanxi Zhong Kai Group Lingshi Heat & Power Company Limited
(LR EEERAAET AR AT) (“Shanxi Zhong Kai”) in the
sum of approximately RMB69.55 million (the “Electricity and Heat
Acquisition”). The sole asset of Sunlight Rise and its subsidiaries
is its holding of a 60% equity interest in Shanxi Zhong Kai. Details
of the Electricity and Heat Acquisition are set out in the Company's
announcement and circular dated 23 November 2009 and 28 June
2010 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS
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As per the Company’s announcement dated 10 August 2010, (i)
Precious New Limited injected HK$80,000,000 into the bank account
of a subsidiary of Sunlight Rise for paying up the remaining registered
capital of Shanxi Zhong Kai of approximately RMB69.55 million on 3
August 2010; (ii) Precious New Limited entered into a supplemental
agreement with Maycrown Capital to postpone the payment of a
refundable deposit of HK$35,000,000 to a date on or before 31 July
2011; and (iii) the Electricity and Heat Acquisition was completed on
10 August 2010. After the completion, Shanxi Zhong Kai became a
60% owned subsidiary of the Company and the Group could broaden
its source of income by expanding its business to the power generation
industry in China.

EXPLORATION AND MINING BUSINESS

As per the Company’'s announcements dated 26 and 27 August
2010, the Board, to its astonishment, recently found out that as
from 31 January 2010 the exploration licence held by Qinghai Forest
Source Mining Industry Developing Company Limited (“Qinghai
Subsidiary”), an indirect wholly-owned subsidiary of the Company
incorporated in the People’s Republic of China (“PRC”), had been
transferred to a company known as R H/NLIIREHRBEAR A
7l (in English, for identification purpose only, Inner Mongolia Xian
Hong Shan Yuen Xian Mining Industry Company Limited) (“Yuen Xian
Company”) without the Company’s knowledge, consent or approval.

Based on the searches conducted by the Company’s legal advisers, the
Company further found out that:

1. Yuen Xian Company is a wholly foreign owned enterprise
established in the PRC on 21 October 2009 and is wholly-
owned by a company known as “Yuenxian Mining Industry
Holding Company Limited” (“HK Yuenxian”). Ms. Margaret
Lai Ching LEUNG (“"Ms. Leung”) is one of the directors and the
legal representative of Yuen Xian Company.

2. HK Yuenxian (previously known as Forest Source Mining
Industry Holding Company Limited) is a company incorporated
in Hong Kong and is wholly-owned by Ms. Leung. Ms. Leung is
also the sole director of HK Yuenxian.
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Control of the PRC subsidiaries

Ms. Leung was a director and legal representative of the Qinghai
Subsidiary and Inner Mongolia Forest Source Mining Industry
Developing Company Limited (“Inner Mongolia Subsidiary”). On
10 September 2009, the board of directors of the sole shareholder
of the Qinghai Subsidiary and the Inner Mongolia Subsidiary (namely,
Hong Kong Forest Source Mining Industry Holding Company Limited)
had resolved to remove Ms. Leung as director and legal representative
of the Qinghai Subsidiary and the Inner Mongolia Subsidiary with
immediate effect. As disclosed in the Company’s circular dated 28
June 2010, the respective members of the board of directors and
legal representatives of the Qinghai Subsidiary and the Inner Mongolia
Subsidiary have yet to be officially changed as the procedure for
changing and updating the official records at the relevant PRC
government authority is taking longer than expected as Ms. Leung,
being the previous legal representative, was not cooperative and failed
to provide the requested documents and corporate seals. Based on the
advice of the Company’s legal adviser as to PRC laws, the Directors
were of the view that the Company had maintained control on the
Qinghai Subsidiary and the Inner Subsidiary despite the fact that the
respective members of the board of directors and legal representatives
of the Qinghai Subsidiary and the Inner Mongolia Subsidiary have
yet to be officially changed, although the directors and legal
representatives were removed on 10 September 2009.

Exploration licence

The Company acquired the Qinghai Subsidiary from Ms. Leung. The
Qinghai Subsidiary was the holder of an exploration licence which
conferred the Qinghai Subsidiary the right to conduct exploration work
for the mineral resources containing iron, vanadium and titanium in
the titanium mine located at Xiao Hong Shan in Inner Mongolia, the
PRC. Based on the search recently conducted by the Company’s legal
adviser, the exploration licence was transferred to Yuen Xian Company
on 31 January 2010. Such action by Ms. Leung was totally unexpected
in view of the interim injunction order obtained by the Company from
the Hong Kong Court. Without the exploration licence, the Qinghai
Subsidiary will no longer have the right to, among other things, carry
out exploration of the mineral resources of the titanium mine, access
the titanium mine and neighbouring areas and have the priority in
obtaining the mining rights of the titanium mine.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE D

Due to the recent discovery of the loss of the exploration licence, it
is the Board's current intention to suspend the Group's exploration
and mining business until the Group regains control of the Qinghai
Subsidiary and the exploration licence. The Company will continue to
seek advice from its legal advisers and legal counsel as to what further
action the Company shall take in respect of the loss of the Qinghai
Subsidiary’s exploration licence and the procedure for regaining the
exploration licence. Further announcement(s) will be issued by the
Company as and when necessary to comply with the requirements of
the Listing Rules.

FUTURE PLAN AND PROSPECTS
Proposed acquisition of oil and gas business

On 25 September 2009, Cheerful Dragon Limited, a wholly owned
subsidiary of the Company, entered into a conditional agreement
with Greater Finance Limited (“Greater Finance”), pursuant to which
Cheerful Dragon Limited has agreed to purchase and Greater Finance
has agreed to sell the entire issued share capital of China International
Energy Investments (Hong Kong) Limited (“China International
Energy”) at an aggregate consideration of HK$1,500 million (subject
to the adjustment). The principal asset in China International Energy
and its subsidiaries is its participating interest in Target Oil Field
pursuant to the Cooperation Contract with China National Petroleum
Corporation (“CNPC"). The details of the proposed acquisition are set
out in the Company’s announcement dated 22 October 2009. As at
the date of this interim report, the proposed acquisition is still not yet
completed and the Company is still finalising the information to be
included in the circular.

The Company takes initiative in identifying investment opportunities
that will broaden its revenue sources. The acquisition represents a
good opportunity for the Company to diversify its business into the
Petroleum Businesses in cooperation with CNPC, one of the leading
state-owned petroleum enterprise in the People's Republic of China
(the "PRC"). With the anticipated continued growth of the PRC
economy which will fuel the demand for oil as basis of the acquisition
cost, the Board believes that the oil business under the proposed
acquisition is beneficial to the Group’s profile.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE DN

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2010, the net assets value of the Group is approximately
HK$268 million (31 December 2009: approximately HK$628 million)
and the total cash and bank balance is approximately HK$105 million
(31 December 2009: approximately HK$113 million). As at 30 June
2010, the Group had total current assets of approximately HK$105.8
million (31 December 2009: approximately HK$114.8 million) and total
current liabilities of approximately HK$3.8 million (31 December 2009:
approximately HK$22.6 million).

CURRENT AND GEARING RATIO

As at 30 June 2010, the Group had total assets of approximately
HK$291 million (31 December 2009: approximately HK$670 million),
total liabilities of approximately HK$23 million (31 December 2009:
approximately HK$42 million), indicating a gearing ratio of 0.08 (31
December 2009: 0.06) on the basis of total liabilities over total assets.
The current ratio of the Group for the Period was 27.8 (31 December
2009: 5.09).

EMPLOYEE INFORMATION

As at 30 June 2010, the Group employed approximately 6 full-time
employees (2009: 29). The substantial drop in number of employees
is mainly due to de-consolidation of QHFSMI during the Period. The
details are set out in note 20. The Group's emolument policies are
formulated on the performance of individual employees and are
reviewed annually in line with industry practice. The Group also
provides provident fund schemes (as the case may be) to its employees
depending on the location of such employees.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE D

INTERIM DIVIDEND PHRE

The Board do not recommend the payment of an interim dividend for EETEBRNEE-_Z-—ZFA=ZTHILR
the six months ended 30 June 2010 (six months ended 30 June 2009: BRzHERE (BEZTZENFAAA=+THL
Nil). INELRE:-SK

FOREIGN CURRENCY EXPOSURE S EE /2 B

The Group did not have any significant exposure to and did not hedge 7N &2 B AR AT ] B A TE R BR - Jh AR R e
against risks associated with foreign currency fluctuation. HNEE R B) B R 2 LB o

CONTINGENT LIABILITIES FREE

As at 30 June 2010, the Group did not have any significant contingent RZE—ZEFAA=+TH AEEHEFEANEKR
liabilities. FABE-
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OTHER INFORMATION

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

At 30 June 2010, none of the Directors or chief executive of the
Company and their associates had any interests or short positions
in any shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part XV of
the SFO), which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
Securities and Futures Ordinance (the “SFO") (including interests and
short positions which they were taken or deemed to have under such
provisions of the SFO), or which were required pursuant to Section
352 of the SFO to be entered in the register maintained by the
Company referred to therein, or which were required to be notified
to the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”).

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

As at 30 June 2010, so far as is known to the directors or chief
executives of the Company, the following persons (other than a
director or chief executive of the Company) had an interest or a
short position in the shares and underlying shares of the Company as
recorded in the register required to be kept by the Company under
Section 336 of the SFO:

ESRRM -HEAROREZZ
BaERkXA
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A B REEzBEABRER AR B HELME
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BRARB R (RERER S RBAE G
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RIBFE 7 K HIE 15 0] 35215 1R TE I 5% AR € P48
ZAXRRBFE 2 ERMLE  HARE EHHE
TAERETELFRZINRETA ([RESFA])
BRHARB MR ERmEAE -

FERRRAEQXTARD RAEBERSD
ZRERERAXR

R-ZE-ZFEXA=1TH BARBAEEFHTIE
TBRABRA BARBREFLEIRITRAEIN
AT ALTRAR BB RAARER O T HEE AR
REESFRPEGRIIEBCKRATHEZELM
PR Z S FRR ¢

Interests in
underlying Aggregate Approximate
Name of Shareholder Interest in Share Shares interest percentage?
RAEEE
RERHEA B’ = IR 2 R B BMABED L
Ms. Leung Lai Ching Margaret - 2,212,617,599 2,212,617,599 30.04%
(Notes 1 and 2)
2R+ (MIFE1K%2)
# Percentage which the aggregate long position in the Shares or # RIRD ARG 2 B BRE (EAXARRR=Z

underlying Shares represents to the issued Share capital of the Company —ZTFRNA=THZBE#HITRAT,364,586,614
of 7,364,586,614 Shares as at 30 June 2010. &) 2 B DL -
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OTHER INFORMATION

Notes:

1. 2,212,617,599 underlying Shares consist of shares to be issued upon
the conversion of (i) the outstanding Tranche 1 Bonds (as defined in
the circular of the Company dated 15 October 2007) (which, based
on the conversion price of HK$0.508 per Share (as adjusted), can be
converted into 20,472,441 Shares); (i) the Tranche 2 Bonds (as defined
in the circular of the Company dated 15 October 2007) (which, based
on the conversion price of HK$0.60 per Share, can be converted into
666,666,667 Shares); (iii) the outstanding Tranche 3 Bonds (as defined
in the circular of the Company dated 6 June 2008) (which, based on the
conversion price of HK$0.212 per Share (as adjusted), can be converted
into 2,358,491 Shares); and (iv) the Tranche 4 Bonds (as defined in
the circular of the Company dated 6 June 2008) (which, based on
the conversion price of HK$0.25 per Share, can be converted into
1,523,120,000 Shares).

2. The Tranche 2 Bonds and Tranche 4 Bonds have not been issued. Please
refer to the Company’s circulars dated 15 October 2007 and 6 June
2008 for details of the principal terms of the Tranche 2 Bonds and
Tranche 4 Bonds respectively.

All the interests stated above represent long positions in the ordinary
Shares of the Company. As at 30 June 2010, no short positions were
recorded in the register maintained by the Company under section 336
of the SFO.

Save as disclosed above, as far as the Directors are aware, no other
person had an interest or short position in the Company’s shares or
underlying shares which would fall to be disclosed to the Company
under the provisions of the Divisions 2 and 3 of Part XV of the SFO, or
which was recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF SHARES

The Company has not redeemed any of its shares during the Period.
Neither the Company nor any of its subsidiaries has purchased or sold
any of the Company’s shares during the Period.
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OTHER INFORMATION

COMPLIANCE WITH CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company and the Board have applied the principles in the code
provisions of the Code on Corporate Governance Practices (the
“Code"”) contained in Appendix 14 to the Listing Rules on the Stock
Exchange by adopting the code provisions of the Code.

During the six months ended 30 June 2010, the Board has adopted
and complied with the code provisions of the Code in so far they are
applicable with the exception of the deviation from the code provision
A.2.1 (i.e. the vacancy of chairman of the Company).

Following the retirement of Mr. Tam Owen (“Mr. Tam"”) at the 2009
annual general meeting of the Company, Mr. Tam ceased to act as
chairman, executive director, chairman of remuneration committee
and nomination committee and authorised representative of the
Company with effect from 2 June 2009. The Company is still looking
for a suitable candidate to fill the vacancy of chairman and further
announcement will be made by the Company upon fulfillment of this
requirement under the Listing Rules.

The Board will review the management structure of the Group from
time to time and will adopt appropriate measures as may be desirable
for future development of the operating activities or business of the
Group.

COMPLIANCE WITH MODEL CODE

The Company has adopted the Model Code for Securities Transactions
by Directors by Listed Issuers (the “Model Code”) set out in Appendix
10 of the Listing Rules. Having made specific enquiry of all directors,
all directors have confirmed that they have complied with the required
standards set out in the Model Code throughout the six months ended
30 June 2010.
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OTHER INFORMATION

REMUNERATION COMMITTEE

The Remuneration Committee, established in compliance with the
Code on Corporate Governance Practices as set out in Appendix 14
of the Listing Rules, comprises the three independent non-executive
directors of the Company and the chairman of the Company, is
responsible for reviewing and evaluating the remuneration packages of
the executive directors and senior management of the Company and
making recommendations to the board of directors from time to time.

Following the retirement of Mr. Tam at the 2009 annual general
meeting of the Company as stated under the heading of “Compliance
with Code on Corporate Governance Practices”
Remuneration Committee currently comprises the three independent

above, the

non-executive directors of the Company.

NOMINATION COMMITTEE

The Nomination Committee, established in compliance with the Code
on Corporate Governance Practices as set out in Appendix 14 of the
Listing Rules, comprises the three independent non-executive directors
of the Company and the chairman of the Company, is responsible
for making recommendations to the Board on the appointment of
Directors and management of the Board succession.

Following the retirement of Mr. Tam at the 2009 annual general
meeting of the Company as stated under the heading of “Compliance
with Code on Corporate Governance Practices” above, the Nomination
Committee currently comprises the three independent non-executive
directors of the Company.

AUDIT COMMITTEE

The Company has an audit committee which was established in
accordance with the requirements of the Code for the purposes of
reviewing the Group's financial reporting process and internal controls.
The Audit Committee comprises the three independent non-executive
directors of the Company. The members of the Audit Committee
have reviewed the unaudited financial statements of the Group for
the six months ended 30 June 2010 and are of the opinion that such
statements comply the applicable accounting standards and the Listing
Rules and that adequate disclosures have been made.
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OTHER INFORMATION

DISCLOSURE OF DIRECTORS’ INFORMATION B LEHHEAE13.51B()KIKE
UNDER RULE 13.51B(1) OF THE LISTING RULES EEER

Upon specific enquiry by the Company, there is no change in the RARRMELERBERE BARAQF LRFIE
information of the Directors required to be disclosed pursuant to rule FHRURDTEESTEREEHERE ELTHRAE
13.51B(1) of the Listing Rules since the Company’s last published 13.51B(MIKZMRE T AR EE -

annual report.

APPRECIATION |

| take this opportunity to express our gratitude to the shareholders of AN NFE UL B R R AR A B AR SR AT I 0 ST R o
the Company for their continued support and our Directors and our R AANAARFEERETIBUARYHE -

staff for their contribution to the Company. R PIFT VR A9 55 77

By Order of the Board HEREW

Law Fei Shing THRESAFNTEEF

Chief Executive Officer and Executive Director EEH

Hong Kong, 31 August 2010 BE —_E-TF)\A=+—H
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