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Chairman’s Statement
F s

2011 has been another challenging year for us in advancing our operational plans for
the iron ore and gold mining businesses in Mongolia. Despite some operational delays
attributed to the extended cold winter season and the unexpected diesel shortage in
Mongolia, we managed to commence our gold mining operations at the Khar Yamaat
mine site, during the second half of 2011. Meanwhile, our iron ore mining operation

at the Oyut Ovoo mine site also commenced dry production during the year. However,
production was temporarily halted due to some technical problems and operation will
only re-commence when all technical issues have been fully and satisfactorily resolved.

Our efforts in diversifying into the coal trading and logistics businesses in Mongolia
have been reasonably successful as our fleet of heavy duty trucks was fully deployed
especially during the peak transportation period. In view of the high demand for
transportation services from our Mongolian trading partner, we expanded the size of our
fleet in December 2011 by purchasing additional trucks and trailers. We believe in the
prospects of the logistics business in Mongolia however, further investment is required
before it can reach its full potential.

During the year in review, our banking and finance systems integration services
segment’s revenue almost doubled that of last year however, it continued to return

a segmental loss. Diminishing profit margins from intense price competition and
escalating costs were the main reasons for the segment’s poor performance. Faced
with the PRC’s inflationary economy, the business environment for our banking business
remains challenging and we intend to be cautious with this business segment.

Due to a transition of Board members during the start of 2011, the Company
encountered certain financial huddles with the holders of its convertible loan notes.
Towards the end of the year 2011, the Company fully redeemed the convertible loan
notes with principal amounts of US$3 million and US$10 million and was able to re-
negotiate certain terms and conditions of the US$30 million convertible loan notes
(the “US$30M CB”) with the holder of the US$30M CB by entering into a supplemental
agreement on 6 January 2012. The shareholders of the Company approved the
resolution for the alteration of the terms on 23 February 2012, and on 5 March 2012,
the new and amended terms became effective and the Company is no longer in breach
of any terms and conditions under the US$30M CB. However, the Independent Auditors
has issued a report which contained a disclaimer of opinion on the going concern issue
related to the Company’s financial obligation on the US$30M CB, which the Board has
accepted as it was specifically due to that matter. In all other respects, the Independent
Auditors’ opinion was that the consolidated financial statements have been prepared in
accordance with the disclosure requirements of the Hong Kong Companies Ordinance.
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Chairman’s Statement
B

Going forward, we hope to steer the Group towards a more stable platform. As such, we
have been actively seeking to acquire attractive new businesses and to hive off some
of our slower performing businesses and also to restructure our convertible loan notes.
We are in the process of negotiating with various parties on these opportunities and |
hope to be able to report the good news to our Shareholders shortly.

| would like to offer my sincere appreciation to the other Board members, our
management and staff for their hard work, dedication and loyalty throughout the last few
challenging years. | would also like to thank all Shareholders and business partners for
their trust and confidence in the Group’s Board and management.

Tse Michael Nam
Chairman

Hong Kong, 28 March 2012
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Management Discussion & Analysis
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FINANCIAL REVIEW

Review of Results

For the year ended 31 December 2011, the Group recorded a turnover from continuing
operations of approximately HK$73,497,000 (2010: approximately HK$31,922,000),
which represented an increase of approximately 130% while the gross profit increased
by 13%. The increases in turnover and gross profit were mainly contributed by the
banking and finance systems integration services and software solutions segment. The
increase in turnover of this segment was attributed to the increase in equipment sales
as well as some additional revenue from the sales of ATM parts and postage mailing
machines. However, even though the full year revenue for the banking and finance
systems integration services and software solutions segment almost doubled that of
last year, the gross profit for the full year, only marginally increased as compared to
last year due to intense price competition and higher cost of goods and labor. Further
analysis of the banking and finance systems integration services and software solutions
businesses can be found in the “Business Review” section of this report.

The Group recorded a loss of approximately HK$865,316,000 as compared to a

loss of approximately HK$3,009,777,000 last year. The decrease in the loss for the
current year was mainly as a result of a lower impairment loss recognised in respect of
the iron mining business (approximately HK$819,000,000) as compared to last year
(approximately HK$2,941,267,000). The impairment loss recognised this year was as a
result of a decrease in the fair value of the business enterprise value of Golden Pogada
LLC (“Golden Pogada”) as assessed by Greater China Appraisal Limited (“Greater
China”), an independent professional valuer. The decision to impair the carrying amount
of the mining right was made by the Board after taking into consideration Greater
China’s report, the information obtained from our logistics partner and other sources
of information in recent months, regarding the likely increase in the transportation
costs for transporting iron ore products from the Oyut Ovoo mine site to a border town
as a result of not establishing the required scale of production and our inability to
attract other large-scale buyers to absorb the transportation cost, which resulted in

a significant change to the cost structure and overall profitability of the Group'’s iron
business. Further details of the iron mining business can be found in the “Business
Review” section of this report.

Loss per share for the year to 31 December 2011 were HK86.62 cents compared to
HK438.10 cents per share for 2010.
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FINAL DIVIDEND

The Directors do not recommend the payment of a final dividend for the year ended 31
December 2011 (2010: Nil).

BUSINESS REVIEW

Overview

During the financial year end of 2011, the Group remained focus on advancing its
operational plans for the iron and gold mining, coal trading and logistics businesses

in Mongolia. Although delayed by extreme weather conditions and a nation-wide fuel
shortage, the Group started its gold mining operations at the Khar Yamaat mine site
during the second half of 2011 and successfully sold all of its gold extracts. Its iron ore
mining operation at the Oyut Ovoo mine site also commenced dry production during the
year. However, production was temporarily halted due to some technical problems and
the Group dedicated its attention on resolving the issues with the equipment supplier
and in carrying out further testing and fine tuning of the equipment. The newly invested
logistics business commenced operation and has started generating some revenue.

During 2011, the Group did not acquire any new projects or assets in the mining and
resources sectors although it was actively seeking for opportunities. A framework
agreement entered into in July 2010, for the acquisition of two additional iron mines in
Mongolia was terminated on 25 May 2011 based on mutual agreement.

Iron mining
The Group owns a 99.99% interest in Golden Pogada, which holds a mining right license
for Oyut Oyoo Mine, a 12.01 sg-km iron ore mine located in south-central Mongolia.

As reported in our 2011 interim report, the Group faced some unexpected challenges
in the form of adverse weather conditions, nation-wide diesel shortage and technical
problems with its production equipment and machinery, during the first half of the

year. The mining operation at Oyut Ovoo was halted pending resolution of the technical
issues. During the second half of the year, management dedicated its attention on fixing
the technical issues together with the equipment supplier.

There has also been a similar delay in the overall construction progress of the transit
and loading dock near the Choir train station, and the rail extension line linking the
docking facility to the main rail line of the Choir station (the “Choir Project”). Moreover,
as a result of an increase in the required area of construction of the Choir Project

and significant escalation of the prices of fuel, materials and labor, the construction

of the Choir Project has been further delayed. The Group is in negotiations with China
Railway Mongolia Investment LLC (“CRMI”), its logistics partner, regarding the estimated
construction cost to complete the Choir Project.
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The Group did not sell any iron ore products during the year as management’s efforts
were devoted towards resolving the technical issues at the Oyut Ovoo Mine. Towards the
end of the year, when the technical issues have almost been resolved pending further
testing and fine tuning of the equipment, the Group consulted its logistics partner,
CRMI and other sources, with regards to the sales logistics of its iron ore products.

In February 2012, CRMI informed management that since the Group has not yet
established the required scale of production at the Oyut Ovoo Mine and as a result of
the delay in the completion of the Choir Project, the Group will have to bear the logistics
related costs of transporting the iron ore products from the Oyut Ovoo Mine to Erenhot,
the border town near to China. CRMI has provided the Group with an estimate of the
transportation cost. Given that the iron production schedule has been prolonged (as
reported in our 2010 Annual Report) and we have not established the required scale of
production, we lack the bargaining power to attract other large-scale buyers who will be
willing to absorb the transportation costs. Furthermore, based on recent information,

it will be tough to find buyers which will absorb the costs of transportation given the
logistics conditions in Mongolia.

The Group believes that CRMI is still the most ideal logistics partner to provide the
required transportation services due to CRMI’s ability to access the railway systems
in both Mongolia and China. The increase in transportation cost will affect the cost
structure of operating the iron business and affect the overall profitability of the iron
business going forward and as such, the management has made a decision to impair
the carrying amount of the mining right as a result of the decrease in the fair value of
the business enterprise value of the iron business as valued by Greater China.

Gold mining

Dadizi Yuan LLC* (“Dadizi Yuan”), a wholly-owned subsidiary of the Group, holds mining
and exploration licenses in respect of two alluvial gold mines (the “KY Gold Mine”),
located in Khar Yamaat Khongor and Sharin Gol Soum of Darkhan Uul aimag, Mongolia.

During the second half of the year, since no production activities were being carried out
at the Oyut Ovoo Mine, management spent more effort on the gold production at the KY
Gold Mine. After completing the preparation work and topsoil excavation, the KY Gold
Mine commenced operation in July 2011 and it managed to recover some of the lost
productivity as a result of the delay encountered during the first half of the year. All the
gold products recovered were also successfully sold during the year in accordance with
the Group’s modus operandi which is to produce and sell within a short interval so as
to reduce the security costs of safeguarding our gold inventories and reduce our risks
from carrying these valuable stocks.

The Group’s gold mining operation progressed quite smoothly during the second half
of the year and it did not encounter any other significant interruptions. The gold mining
activities stopped around end of October at the onset of the winter season.

*  For identification only
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Coal Trading and Logistics

During the year under review, the Group dedicated its efforts into the setting up of its
coal trading and logistics operations at both the Ceke and Gants Mod border crossings.
Ceke and Gants Mod are the two major border crossings for coal transportation at the
Sino-Mongolian border in the coal-rich South Gobi region.

In June 2011, a non-wholly owned Mongolian subsidiary of the Group, Global Link
Logistic LLC (“GLL"), entered into a coal transportation agreement with a Mongolian
coal mining company, whereby GLL has agreed to transport the coal products from one
of its coal mines to the unloading station near the Gants Mod border using heavy-duty
trucks. In meeting its undertakings on the agreement, GLL purchased a fleet of heavy-
duty trucks made for coal transportation and set up an operation camp site near the
coal mine. GLL formally commenced its logistics operation after several successful test
runs during the second half of the year. Towards the end of the year and after it has
generated some cash flow from its operation, GLL made another capital investment

to expand its fleet of heavy duty trucks to cope with the high level of demand for
transportation services from its Mongolian trading partner.

A trial run for the Ceke operation (which involved both road and rail transportation)

was carried out towards the end of the year in review. The Group purchased raw coal
from Ceke which were transported by rail to Baotou, Inner Mongolia. The Group intends
to have the raw coal washed and then sold to local end-users, including coal-fired
power plants and steel factories, as the selling prices for washed coal are higher than
that of raw coal. The trial run has not yet been completed as the washing process
requires more time and resources during the winter months due to the extreme weather
conditions. If the trial run is successful, the Group intends to dedicate more resources
into this new line of business.

During the year, GLL’s logistics business has already generated some revenue for the
Group. We believe that the logistics business has good potentials in Mongolia as the
country currently lacks robust logistics and supply-chain infrastructure and efficient
transportation systems, however, we will need to invest more time and capital into this
business before it can start generating significant profit for the Group.

Banking and finance systems integration services

The banking and finance systems integration services businesses of the Group
is carried out by its wholly-owned subsidiary, Topasia Computer Limited and its
subsidiaries (“TopAsia Group”).
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The spillover effects of a robust economy in 2010 when China’s GDP growth rate was
at double digit, yielded a higher full year turnover for the Topasia Group in 2011. The
Topasia Group managed to secure new equipment sales from two of its long-term
banking customers as well as some additional revenue from the sales of ATM parts
and postage mailing machines manufactured by Pitney Bowes Inc. including after-
sales installation and maintenance services of those postage mailing machines. The
competition within the ATM repair and maintenance business remains intense during
the year but the Topasia Group was able to generate the similar level of maintenance
revenue as the previous year due to its pool of loyal customers.

However, despite an increase in the full year revenue for the Topasia Group for 2011,
the gross profit margin for the full year, declined as compared to last year due to
intense price competition from manufacturers which further diminished gross margins.
The rising trends of commodity prices and labor costs in the PRC in spite of the
Government’s measures to cool inflation, contributed to the Topasia Group’s net loss
position.

In 2011, the global economic condition has been very much affected by the European
debt crisis. The PRC’s economic condition too has started to see the effects of it with
the Government’s monetary tightening policy, funding being constrained and growth
slowing down. The inflation rate, however, continued to rise. Corporate businesses in
the PRC were finding it tougher to operate in such an economic environment and the
TopAsia Group was also faced with the same pressure.

OUTLOOK

The Group has had to overcome many unpredictable challenges in its mining operations
during the first half of 2011. During the second half of the year, the Group was able

to get into pace with its production plans for the gold mining operation and it also
started operating its logistics business, however, its iron mining operation remained
stalled pending the resolution of the technical issues. Towards the end of the year, the
Group was faced with certain financial obligations with the holders of its convertible
loan notes, which put further pressure on the Group’s resources for the operation of its
businesses.

In 2012 and beyond, the Group expects to face further challenges including resolving
the technical issues and obtaining the necessary approval of water usage from the local
government for the required scale of operation at the Oyut Ovoo Mine. The Choir Project
will also require more effort and additional resources to complete. The Group’s newly
invested coal trading and logistics businesses will help to diversify the Group’s revenue
stream and also strengthen the Group’s financial position, however, these businesses
are still in the early stages and will require more time and resources to be invested
before they can make an impact on the Group’s overall performance. The outlook for
the Topasia Group is also uncertain as the inflationary pressures in the PRC continue to
drag down corporate profitability. Furthermore, the financial obligation on the US$30M
CB will be due for redemption towards the end of 2012, unless they have been fully
converted or restructured.
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While many challenges lie ahead, the Group believes that it will be able to weather
these challenges and it hopes to steer the Group towards a more stable platform.

The Group is currently engaged in active negotiations with various parties for the
acquisition of new businesses and the disposal of certain slower performing assets of
the Group including a restructuring of its convertible loan notes.

LIQUIDITY AND FINANCIAL RESOURCES

Gearing

At 31 December 2011, the Group's gearing ratio, computed as the Group’s other
borrowing and convertible loan notes over the equity attributable to equity holders of the
Group was approximately 0.69 as compared to approximately 0.24 as at 31 December
2010.

Liquidity

The Group had total and net cash and bank balances of approximately HK$33,573,000
as at 31 December 2011 (2010: approximately HK$259,086,000) as the Group did not
have any bank borrowings (2010: nil).

As stated in Note 2 to the consolidated financial statements, the maturity date of the
US$30M CB has been changed to 13 December 2012 (the “New Maturity Date”) and
as such the US$30M CB will have to be redeemed on the New Maturity Date, if it has
not been fully converted into conversion shares. The Group’s net cash balance as at
31 December 2011 was approximately HK$33,573,000 or equivalent to approximately
USD4,304,000. However, given that the New Maturity Date is still some time away, the
Company has adequate time to seek ways to enable the Group to fulfill its financial
obligations.

Charges on Assets
As at 31 December 2011 and 31 December 2010, the entire issued shares of Green
Paradise Enterprises Ltd., was pledged to the holder of the US$30M CB.

Treasury Policies

The Group generally financed its operations with internally generated resources and
from equity and/or debt financing activities. All financing methods will be considered
so long as such methods are beneficial to shareholders as a whole. Subsidiaries in
the PRC and Mongolia used shareholder funds and internally generated resources to
finance their working capital requirements. Bank deposits are mainly in HK$, Renminbi
(“RMB”), Mongolian Tugrik (“MNT”) and the United States dollar (“USD”).
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Contingent Liabilities and capital commitments
The Group had no material contingent liabilities as at 31 December 2011 (2010: Nil).

The Group had no capital commitments for the acquisition of plant and machinery which
were contracted but not provided for as at 31 December 2011 (2010: HK$18,453,000)
and other commitments for an investment in a cooperation project which were
contracted but not provided for totaling HK$6,552,000 as at 31 December 2011
(2010: HK$6,552,000).

Foreign exchange exposure

For the year ended 31 December 2011, the Group mainly earned revenue in RMB
and MNT and incurred costs in HK$, RMB, MNT and USD. Although the Group did not
have any foreign currency hedging policies, it did not foresee any significant currency
exposure in the near future. However, any significant changes in the exchange rates
of RMB against HK$, may have possible impact on the Group’s results and financial
positions.

Employee and remuneration policies

As at 31 December 2011, the Group employed approximately 230 full time employees
in Mongolia, the PRC and Hong Kong. The Group remunerated its employees based on
their performance, working experience and the prevailing market price. Other employee
benefits include mandatory provident fund, insurance and medical coverage, training
programs and share option scheme.

Subsequent Events

After the year end, the Company issued a circular to Shareholders dated 8 February
2012 (the “Circular”) in relation to, among others, the proposed alteration of the terms
of the US$30M CB, the proposed specific mandate (the “Specific Mandate”) to be
granted to the Directors to allot and issue additional conversion shares, which may be
issued upon the full conversion of the US$30M CB at the adjusted conversion price of
HK$0.27 per conversion share and the convening of a special general meeting on 23
February 2012 to vote on the resolutions. Please refer to the Circular for further details.

On 23 February 2012, the resolutions for the proposed alteration of the terms of

the US$30M CB and the Specific Mandate were duly approved by Shareholders. The
conversion price of the US$30M CB was adjusted from HK$1.30 to HK$0.27 per share
with effect from 3 January 2012. The new and amended terms of the US$30M CB
became effective on 5 March 2012 upon the satisfaction of all conditions precedent.
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Board’s and Managements’

HHLEHA B

EXECUTIVE DIRECTORS

Mr. Tse Michael Nam, aged 54, is the Chairman and the acting Chief Executive Officer
of the Company. Mr. Tse has over 26 years of experience in corporate management

in the agriculture, manufacturing, mining and M&A sectors. Mr. Tse was a registered
consultant to Asian Development Bank and has held key positions in several companies
listed on the Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”)
such as being Executive Director of Asia Coal Limited (stock code 835) and as the

Vice Chairman and Managing Director of Asia Aluminum Holdings Limited (a company
previously listed on the Hong Kong Stock Exchange under stock code 930). Mr.

Tse holds a Bachelor of Science degree in Biological Science from the University of
California, Berkeley and a Master of Business Administration degree from the University
of San Francisco.

Mr. Yang Xiaoqi, aged 52, is an Executive Director of the Company. Mr. Yang joined
the Group as an associate director in September 2010. Mr. Yang is also the General
Director of China Railway Mongolia Investment LLC (“China Railway Mongolia”). Mr.
Yang has over 21 years’ experience in the field of corporate management, railway
infrastructure and transportation. He first entered Mongolia in 2005 and established
China Railway Mongolia in 2007. Mr. Yang holds a Master of Business Administration
degree from the University of Science and Technology Beijing and an Executive Master
of Business Administration degree from Preston University.

NON-EXECUTIVE DIRECTOR

Mr. Wu Chi Chiu, aged 49, is the Deputy Chairman and the Non-Executive Director

of the Company. Mr. Wu has been an executive director of China Motion Telecom
International Limited (stock code 0989), a company listed on the Hong Kong Stock
Exchange, since February 2006 and the vice chairman and the chief executive officer
of the same company since March 2006 and is responsible for business management
of that group. From August 2007 to August 2008, he was also an independent non-
executive director of Sustainable Forest Holdings Limited (stock code 0723) another
company listed on the Hong Kong Stock Exchange. Mr. Wu holds a Bachelor of Science
degree from the University of Toronto, Canada.

Profile
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lim Yew Kong, John, aged 50, is an Independent Non-Executive Director and

the chairman of the audit and remuneration committees of the Company. Mr. Lim

is currently a director of AXIA Equity Pte Ltd, a Singapore based Company involved

in providing corporate advisory services. Prior to this and since 1991, Mr. Lim was
involved extensively in private equity investments, having managed several private
equity funds covering primarily the ASEAN region. Between 1984 and 1991, Mr. Lim
worked in Dowell Schlumberger in the United Kingdom and Arthur Andersen & Co,
London. Mr. Lim is also currently an independent non-executive director of The Style
Merchants Limited, Karin Technology Holdings Limited and Radiance Group Limited, all
of which are companies listed on the Singapore Stock Exchange. Mr. Lim graduated
with a Bachelor’s Degree in Economics from the London School of Economics and
Political Science in the United Kingdom. He is a qualified chartered accountant from the
Institute of Chartered Accountants in England and Wales.

Mr. Mak Ping Leung, aged 62, is an Independent Non-Executive Director and members
of the audit and remuneration committees of the Company. Mr. Mak is currently the
Managing Director of Hong Kong Economic Times Holdings Limited (“HKET”) and

the Publisher of HKET. He is also the honorary advisor to the Hong Kong Institute of
Marketing and a Director of Hong Kong Copyright Licensing Association Limited. Mr. Mak
has over 31 years of extensive experience in the media and publishing industry. Prior
to the founding of HKET in 1987, he was the Bureau Chief of Wen Wei Po, European
Bureau in London, and was later promoted to the Deputy General Manager of Wen Wei
Po. Mr. Mak obtained his Bachelor of Arts degree from The University of Hong Kong and
had attended a journalism programme “Journalists in Europe” in France. In 1988, he
was elected as one of the Ten Outstanding Young Persons of Hong Kong.

Mr. Leung Po Wing, Bowen Joseph GBS, JP, aged 62, is an Independent Non-Executive
Director and members of the audit and remuneration committees of the Company.

Mr. Leung is currently serving as an independent non-executive director for two other
companies listed on the Hong Kong Stock Exchange namely Paliburg Holdings Limited
(stock code 0617) and PYI Corporation Limited (stock code 0498) and a special
consultant to the board of directors of Sands China Limited (stock code 1928), also
listed on the Hong Kong Stock Exchange. Mr. Leung previously served as the Director of
the Office of the Government of the Hong Kong Special Administrative Region in Beijing
until his retirement in November 2005. During his tenure with the Government, Mr.
Leung has served in various senior positions including the Deputy Secretary for District
Administration (later re-titled as Deputy Secretary of Home Affairs), Deputy Secretary
for Planning, Environment and Lands, Private Secretary, Government House, and
Secretary for Planning Environment and Lands. Mr. Leung has extensive experience in
corporate leadership and public administration. Mr. Leung was conferred with the Gold
Bauhinia Star honour in 2004 and appointed as a Justice of Peace in 2007, for his very
distinguished services to the Hong Kong community.
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Board’s and Managements’ Profile
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SENIOR MANAGEMENT

Mr. Bayarmagnai Makhbariad, is the General Manager of the Group’s logistics business
in Mongolia. Prior to joining the Group in February 2011, Mr. Makhbariad was the senior
manager of Altain Khuder LLC, a Mongolian company involved in the exploration, mining,
transportation and export of iron ore. Mr. Makhbariad frequently acted for the CEO
during his absence, to manage the whole mining operation. Prior to that, Mr. Makhbariad
has managed various types of operations in Mongolia, including the management of the
security services for the US Embassy in Mongolia. Mr. Makhbariad holds an arts degree
from the University of Humanities, Mongolia.

Mr. Zhang Guohua, is the Mine Manager of the Group’s Oyut Ovoo iron mine. Mr. Zhang
has over 20 years of experience in mining and geological exploration. Prior to joining
the Group, Mr. Zhang was the general manager and chief mine engineer of Xinjiang
Tumushuke Haitian Mining Xiaohaizi Iron Ore Mine ( #7358 Bl K & 5 T8 KIE /NG T
&) , and deputy general manager and mine manager of Western Mining Ximeng Hunan
Anhua Province Antimony Company Ltd (FASBEAST A RHRBTLZE R LHBERRA
A]) . Mr. Zhang graduated in mine engineering in Shenyang College of Gold Mining (&
BESEMER) .

Ms. Ng Bee Ching, Jenna, is the Group’s financial controller and company secretary.
She is a member of Hong Kong Institute of Certified Public Accountants and CPA
Australia. Ms. Ng has been in the accounting and corporate finance arena for more than
18 years. Prior to joining the Group, Ms. Ng held various management positions with
companies in Singapore, Hong Kong and Australia.
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Report of the Directors
R

The Board of Directors (the “Directors”) of the Company is pleased to present their
report and the audited financial statements of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2011.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group’s principal
business activities during the year were in the distribution of information technology
products, mining operation, trading of iron and alluvial gold and coal trading and
logistics. Details of the material activities of the Group’s principal subsidiaries are
set out in note 41 to the consolidated financial statements. There were no significant
changes in the nature of the Group’s principal activities during 2011.

RESULTS

The Group’s results for the year ended 31 December 2011 and the state of affairs of
the Company and of the Group at that date are set out in the Financial Statements on
pages 41 to 136.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published consolidated results and the assets,
liabilities and non-controlling interests of the Group, prepared on the basis set out in
the notes to the consolidated financial statements. This summary does not form part of
the audited financial statements.
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Report of the Directors
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RESULTS

2011
—BE——fF

HK$'000
TRT

=
HK$'000
FAT

HK$'000
TAL

HK$’000
7

HK$'000

BT

TURNOVER
Continuing operations 4 73,497 31,922 51,705 109,154 66,635
Discontinuing operations BRIEEEER - - - 569 5,617
73,497 31,922 51,705 109,723 72,252
LOSS BEFORE TAX BRBLAI B
Continuing operations REEREEHG (946,740) (3,038,980) (31,478) (228,105) (40,763)
Discontinuing operations BRIEEEER - 257 (156,837) (1,271) 4,715
(946,740) (3,038,723) (188,315) (229,376) (36,048)
TAX BE 81,350 28,486 79 30,053 (1,209)
LOSS BEFORE NON-CONTROLLING Rt FERERAER
INTERESTS (865,390) (3,010,237) (188,236) (199,323) (37,257)
NON-CONTROLLING INTERESTS FiERER 74 460 2,128 1,417 (422)
NET LOSS ATTRIBUTABLE TO RREEFER
SHAREHOLDERS (865,316) (3,009,777) (186,108) (197,906) (37,679)

ASSETS, LIABILITIES AND NON-CONTROLLING

B ~ B M I R M i

INTERESTS

2011
—E—-F &
HK$'000 HK$'000 HK$'00 HK$’'000 HK$'000
TET FHT TR FExT FHT
NON-CURRENT ASSETS kRBEE 578,548 1,400,130 4,175,616 274,583 406,367
CURRENT ASSETS RBEE 136,137 316,470 266,525 217,337 114,382
CURRENT LIABILITIES FEEE (310,517) (55,082) (117,320) (85,754) (77,732)
NET CURRENT (LIABILITIES) ASSETS hE (B EEFE (174,380) 261,388 149,205 131,583 36,650
TOTAL ASSETS LESS CURRENT LIABILITIES BEAERFHEE 404,168 1,661,518 4,324,821 406,166 443,017
NON-CURRENT LIABILITIES kRBAEE (40,756) (433,803) (545,694) (71,310) (117,667)
NON-CONTROLLING INTERESTS F R ER (399) (430) (136,830) (2,855) (2,555)
363,013 1,227,285 3,642,297 332,001 322,795

Annual Report 2011 —ZF——F &

17



Report of the Directors

£ ke

PLANT AND EQUIPMENT

Details of movements in the plant and equipment of the Company and of the Group
during the year are set out in note 17 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital and share options during the
year, together with the reasons for such movements, are set out in notes 30 and 34,
respectively, to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and of the Group during the
year are set out in note 40b to the consolidated financial statements and in the
consolidated statement of changes in equity on page 45, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2011, the Company had no retained profits available for cash
distribution or distribution in specie. Subject to the Companies Act 1981 of Bermuda
(the “Act”), the Company’s contributed surplus of approximately HK$458,561,000

is distributable. The contributed surplus and the Company’s share premium

account following a reduction thereof in compliance with the Act and the approval of
Shareholders of the Company, in the amount of approximately HK$3,940,056,000 at
31 December 2011, may be set off against the accumulated losses of the Company.
Thereafter, any balance in the share premium account of the Company may be
distributed in the form of fully paid bonus shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-laws (the
“Bye-laws”) or the laws of Bermuda, the jurisdiction in which the Company is
incorporated, which would oblige the Company to offer new shares on a pro rata basis
to its existing shareholders.

PURCHASE, SALE AND REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased, redeemed or sold any of the
Company’s listed securities during the year.

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group’s five largest customers accounted for approximately 47% of the
Group's total sales in 2011.

Purchases from the Group’s five largest suppliers accounted for 37% of the total
purchases for in 2011 and purchases from the largest supplier included therein
amounted to 21% of the Group’s total purchases for the year.

None of the Directors, any of their associates, or any of the substantial shareholders
of the Company (which are disclosed to the Directors) had any beneficial interest in the
Group's five largest customers and suppliers.
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Report of the Directors

o

DIRECTORS

The Directors of the Company during 2011 and up to the date of this report were as
follows:

EXECUTIVE DIRECTORS

Mr. Tse Michael Nam (Chairman and acting Chief Executive Officer)
Mr. Yang Xiaoqi

Mr. King Jun Chih, Joseph

(resigned from the Board on 27 January 2011)

Mr. Chan Kwan Hung
(resigned from the Board on 27 January 2011)

NON-EXECUTIVE DIRECTORS
Mr. Wu Chi Chiu
(appointed as Deputy Chairman on 15 March 2011)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Lim Yew Kong, John

Mr. Mak Ping Leung

Mr. Leung Po Wing, Bowen Joseph GBS, JP

In accordance with Bye-law 111(A) and the Code on Corporate Governance Practices
(the “Code”) contained in Appendix 14 of the Rules (the “Listing Rules”) Governing

the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), Mr. Tse Michael Nam will retire by rotation at the forthcoming annual

general meeting. In accordance with Bye-law 115, Mr. Lim Yew Kong, John, Mr. Mak Ping

Leung and Mr. Leung Po Wing, Bowen Joseph GBS, JP will retire from the offices at the
forthcoming annual general meeting. Being eligible, each of Mr. Tse, Mr. Lim, Mr. Mak
and Mr. Leung will offer himself for re-election as a Director.
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DIRECTORS’ AND SENIOR MANAGEMENT’S HRERAE AR ZEE

BIOGRAPHIES

Biographical details of the current Directors and of the senior management of the Group  fEFTEEZHAEBESHEERAE ([FE

(the “Management”) are set out on pages 13 to 15 of this Annual Report. Bl) 2 BREFFBEHNAFEREL13EELS
o

DIRECTORS’ INTERESTS IN CONTRACTS HHEN GRS

No Director had a material beneficial interest, either directly or indirectly, in any contract & EE RN & sk L AR E 2 7%

of significance to the business of the Group to which the Company or any of its FANFBEEASEEREEATE Y

subsidiaries was a party during the year. AR ERSEEERERNERZ ERE -

DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S A S AT BB Iy ~ H

INTERESTS AND SHORT POSITIONS IN SHARES, B BB Ay B fei 73 2 E 4 Je IR

UNDERLYING SHARES AND DEBENTURES

At 31 December 2011, the interests and short positions of the Directors and chief RZE——F+_A=+—H ARQAE

executives of the Company in the shares, underlying shares and debentures of ERERITERABRARR S EEH

the Company or its associated corporations (within the meaning of Part XV of the BE(EEREHFRPEHK ([FH R

Securities and Futures Ordinance (the “SF0")), as recorded in the register required to EEGI]) EXVED) 2 i - B D k&

be kept by the Company pursuant to Section 352 of the SFO, or as otherwise notified FH -HAERRBREBEESRBAE GG

to the Company and the Stock Exchange pursuant to the Model Code for Securities F352FBEFE 2 B MATaREE - HARIE

Transactions by directors of Listed Companies (the “Model Code”), were as follows: FTTHARESETERR HHRESTA]
([MBEFR D EMEARRABRBRAZ
MR BIT

(i)  Long position in the shares i) BBz EE

Approximate
percentage of issued

share capital as at

Name of Director Nature of interest No. of shares held Position 31 December 2011

HR=B——%F

+=A=+—-8%2

FiEERBEE S ERTRABANBE I

Mr. Tse Michael Nam Beneficial owner 11,531,642 Long 1.013%
L E BB A TR

Mr. Lim Yew Kong, John Beneficial owner 839,178 Long 0.074%
Lim Yew Kong, John4E A4 EmEAA S
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(i))  Long position in the underlying shares (i1)

Approximate
percentage of issued
share capital as at

Name of Director Nature of interest No. of shares held Position 31 December 2011
ER=B——f
+=ZA=+—HZ
EERE EEMEE FrsiRG & B ERTRABNBT L
Mr. Tse Michael Nam Beneficial owner 2,003,157 (Note 1) Long 0.176%
HEFERE EmEAA (Kiz#1) FE
Mr. Lim Yew Kong, John Beneficial owner 2,560,822 (Note 2) Long 0.225%
Lim Yew Kong, John%t 4 EmfEAA (Kizt2) FE
Mr. Mak Ping Leung Beneficial Owner 1,000,000 (Note 3) Long 0.088%
BRRLE EmEAA (H173) FE
Mr. Leung Po Wing, Bowen Beneficial owner 1,000,000 (Note 4) Long 0.088%
Joseph GBS, JP BEamEAA (Kizt4) FE
RE LT EGBS, P
Notes: Mt -
1. Mr. Tse Michael Nam, an Executive Director, held share options of the Company 1. HITEEHMELEREAER
entitling him to subscribe for 100,964 Shares, 902,193 Shares and 1,000,000 AEIERRE - BHED RIARA
Shares at a subscription price of HK$6.51, HK$2.40 and HK$2.34 per Share BERAN6.518 7T - 2.4078
respectively. JC 2 2.347% JU R f£100,964
fi% ~ 902,193f% £1,000,000
AR AR A7 ©
2. Mr. Lim Yew Kong, John, an Independent Non-Executive Director, held share options 2. BN IEHMITESLim Yew
of the Company entitling him to subscribe for 60,822 Shares, 1,500,000 and Kong, John A5 B A A BfE
1,000,000 Shares at a subscription price of HK$3.55, HK$2.34 and HK$1.49 per i BEDRNREES
Share respectively. i% i% 193.557 It~ 2.3478 7T
K1.497% TR 560,822/% -
1,500,000/% }21,000,0004%
&7 o
3. Mr. Mak Ping Leung, an Independent Non-Executive Director, held share options of the 3. BT EEEMR AL
Company entitling him to subscribe for 1,000,000 Shares at a subscription price of BHAERNARBIKE  BREUR
HK$1.49 per Share. RETRRMNLAETTRE
1,000,0008% f& 17 ©
4. Mr. Leung Po Wing, Bowen Joseph GBs, Jp an Independent Non-Executive Director, held 4. BYIENITESRELR AL

6Bs, P FHANRIERE B
BUREEERRH1.49%
7T 728 1,000,0008% B 15 ©

share options of the Company entitling him to subscribe for 1,000,000 Shares at a
subscription price of HK$1.49 per Share.
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In addition to the above, as at 31 December 2011, certain Directors had non-
beneficial personal equity interests in certain subsidiaries held for the benefit of the
Company solely for the purpose of complying with the minimum company membership
requirements.

Except as disclosed above, as at 31 December 2011, neither the Chief Executive
Officer nor any of the Directors of the Company had or was deemed to have any
interests or short positions in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part XV of the SFO) (i)
which were required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO); or (ii) which were
required, pursuant to section 352 of the SFO, to be entered in the register referred

to therein; or (iii) which were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Except as disclosed above and in note 34 to the consolidated financial statements, at
no time during the year were rights to acquire benefits by means of the acquisition of
shares in the Company granted to any of the Directors or their respective spouses or
children under 18 years of age, or were any such rights exercised by any of them; or
was the Company, or any of its subsidiaries a party to any arrangement to enable the
Directors to acquire such rights in any other body corporate.

SHARE OPTION SCHEMES

Concerning the share options granted during the year to the Directors and employees as
detailed above and in note 34 to the consolidated financial statements, the Directors
do not consider it appropriate to disclose any theoretical value of the options granted
because, in the absence of a readily available market value of the share options in

the ordinary shares of the Company, the Directors were unable to arrive at an accurate
assessment of the value of the share options.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’™ =32 B3 J HoAth A 4 i ey
INTERESTS AND SHORT POSITIONS IN SHARES AND B AH B e A 2 i 2k SR B
UNDERLYING SHARES
(1) Persons who have an interest or short position which is (1) VA AR s R M &
discloseable under Divisions 2 and 3 of Part XV of the SFO and 165 58 X VR 582 S 3435
Substantial Shareholders WHBZRERBEIREZAN
+ B R R

So far as is known to the Directors, as at 31 December 2011, the following
persons (not being Directors or the Chief Executive Officer of the Company) had,
or were deemed to have, interests or short positions in the shares or underlying
shares which are required to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO or

BE=MM RN _T——F+
A=+—8 T AL (AR
NAEFHITHARE) R
HERO T ARG SEAR
RIEE S M EEMIFEXVEEE2

K37 BRAGSRR AN 1 B Ko Bt <2
FRIREE 2 s sk B Bk
M A M A RN A IMEMIE R
EASBEEIAKE AT ZBERX
& ROR AR A E(E10%

who were directly or indirectly interested in 10% or more of the nominal value of
any class of share capital carrying rights to vote in all circumstances at general
meetings of any member of the Group:

A b2 s
(i) Interests in the shares and underlying shares (i) RBRARERRST 2
ER

Approximate

No. of shares percentage of issued

Name of substantial
shareholder

FTERREW

Nature of Interest

REEtE

and/or underlying
shares held

FiRGR,/
ARG HE

Position

share capital as at
31 December 2011
HR=B——F
+t-A=+-H82

BRTRIBABED L

Mr. Yu Tsung Chin, William Interest of controlled 1,714,027,644 Long 150.616%
(Note 1) corporation %)
FREKE (Wit1) ZEEEER 765,605,738  Short 67.276%
S A
IR A
Mr. Zhang Wei (Note 1) Interest of controlled 1,714,027,644 Long 150.616%
RIELE (Wit1) corporation 5]
R EEERS 765,605,738 Short 67.276%
wE
Mountain Sky Resources Beneficial owner 1,095,411,735 Long 96.257%
(Mongolia) Limited BEnBEEA HE
IWREER (R AR AR 765,605,738 Short 67.276%
S A
IRA
Ultra Asset International Ltd. Beneficial owner 618,615,909 Long 54.359%
(Note 1) EnlAA i)
Ultra Asset International Ltd. Interest of controlled 1,095,411,735 Long 96.257%
(Htat1) corporation jad
R EEERS 765,605,738  Short 67.276%
wE
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Name of substantial
shareholder

TERRER

Extra Right Group Limited
(Note 1)

Extra Right Group Limited
(Mat1)

Business Ally Investments
Limited

Business Ally Investments
Limited

CCB International Asset
Management Ltd. (Note 2)

RIRPIFEEERERAA
(Hst2)

CCB International Asset

Management (Cayman) Ltd.

(Note 2)
CCB International Asset

Management (Cayman) Ltd.

(Kti2)

CCB International (Holdings)
Limited (Note 2)

BRER (ER) AR E
(Hat2)

CCB Financial Holdings
Limited (Note 2)

BITERMERBRRA]
(Hst2)

CCB International Group
Holdings Limited (Note 2)

BITEREEZERER AT
(Hist2)

China Construction Bank
Corporation (Note 2)

HBIERBITRDBRA A
(Hst2)

No. of shares
and/or underlying

Nature of Interest shares held

FERBR,/
RAEERGHE

1,714,027,644

REE

Interest of controlled
corporation

ZEEEES 765,605,738

Beneficial owner

ERERA

890,304,856

Interest of controlled
corporation
REEE R

890,304,856

Interest of controlled
corporation
REEE R

890,304,856

Interest of controlled
corporation
REEE R

890,304,856

Interest of controlled
corporation
REEE

890,304,856

Interest of controlled
corporation

RErE s

890,304,856

Interest of controlled
corporation

RErE s

890,304,856

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZi & RiRAR AR

Position

Long
[S9)
Short

S A
KB

Long
A

Long
e

Long
e

Long
e

Long
A

Long
e

Long
e

Approximate
percentage of issued
share capital as at
31 December 2011
HR=B——F
t=ZBA=t—-HZ

ERTRABAEI L

150.616%

67.276%

78.234%

78.234%

78.234%

78.234%

78.234%

78.234%

78.234%
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Notes:

No. of shares

Name of substantial

shareholder Nature of Interest

shares held

and/or underlying

Position

FEsRBR,/
ARG HE

TERRER REEtE

R

Central Huijin Investment Ltd.  Interest of controlled 890,304,856 Long
(Note 2) corporation HeE
FRESKREERERRRA IR EEER
(Mst2)
Get Best Management Ltd. Beneficial Owner 227,272,727 Long
Get Best Management Ltd. EnlEEA HeE
Mr. Lau Siu Hung Ricky Interest of controlled 227,272,727 Long
(Note 3) corporation HeE
B oMEE (H5E3) REEEER
Mountain Sky Resources (Mongolia) Limited (“MSR Mongolia”) is beneficially owned

as to 81.19% by Ultra Asset International Ltd. (“UAI”). By virtue of the SFO, UAl is
deemed to be interested in those shares and convertible preference shares (“CPS”)
held by MSR Mongolia.

UAI beneficially owns 180,547,273 shares and 385,500,400 CPS which are
convertible into 438,068,636 shares. UAl is beneficially owned as to 60% by Extra
Right Group Limited (“ERG”) and as to 40% by Mr. Zhang Wei (“Mr. Zhang”). ERG is in
turn, wholly and beneficially owned by Mr. Yu Tsung Chin, William (“Mr. Yu”). By virtue
of the SFO, Mr. Yu, Mr. Zhang and ERG were deemed to be interested in those shares
and CPS held by MSR Mongolia and UAI.

As at 31 December 2011, MSR Mongolia beneficially owns 155,350,000 shares and
1,500,987,376 CPS which are convertible into 1,705,667,472 shares. As security
for the 2010 Convertible Loan Notes A, 514,932,886 CPS held by MSR Mongolia
were charged to the holder of the 2010 Convertible Loan Notes A.

Annual Report 2011 —ZF——F &

Approximate
percentage of issued
share capital as at
31 December 2011

ER=8——F
t=ZA=t-A%
ERTRABNES L
78.234%

19.971%

19.971%

LWReER(ZE)ARRA
A(TLWREREH])H
Ultra Asset International Ltd.
(TUAI) B 25 % 581.19%E
o IRIBERE S LEE RG] UAI
WRBRILRERET LA
Z Rt e AT e B S ik ([ 7]
EIRERR] )G R

UAI'E % % 5 180,547,273
v VA -
438,068,636/ %0 2
385,500,400 7] & 4 (&
%o f% o UAI% 5l FRExtra Right
Group Limited ([ERG ] ) K5k
Bhad ([REE]) BaEE
60% % 40% 25 © ERGAI B T
Tt ([TEE2ER
w=EA - RIEEHRBEK
Bll + F %5 & - 5K 55 4 RERGHH
RARILREEIRS & RUAIF
B 2R R EIRE SRR
R ER -

RZB——F+=-A=+—
B XGRS ExES
155,350,0000% A% {5 K 7 &
#471,705,667,47 2885 1D 2
1,500,987,376f% Al e {8 5t
IR ERAE =T —BEAH
REREIR ZIEH - (LRAER
5 T FT#$514,932,886/% Al
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As security for the 2010 Convertible Loan Notes B, 158,163,265 CPS held by MSR
Mongolia were charged to the holder of the 2010 Convertible Loan Notes B. On the
full redemption of the 2010 Convertible Loan Notes B on 15 December 2011, the
holder of 2010 Convertible Loan Notes B has executed a deed of release to confirm
the release of the share charge.

As security of the 2010 Convertible Loan Notes C, 47,448,979 convertible
preference shares held by MSR Mongolia were charged to the holder of 2010
Convertible Loan Notes C. On the full redemption of the 2010 Convertible Loan Notes
C on 15 December 2011, the holder of the 2010 Convertible Loan Notes C has
executed a deed of release to confirm the release of the share charge.

Pursuant to the terms of the second supplemental agreement dated 6 January 2012
entered into between the Company and the holder of 2010 Convertible Loan Notes
A, MSR Mongolia has charged all the remaining CPS registered in its name (being
986,054,490 CPS) in favour of the holder of the 2010 Convertible Loan Notes A.

As at 31 December 2011, Business Ally Investments Limited (“BAI”) beneficially
owns convertible loan notes and CPS which are convertible into an aggregate of
890,304,856 shares. BAl is wholly and beneficially owned by CCB International Asset
Management Limited (“CCB-IAM”). By virtue of the SFO, CCB-IAM was deemed to be
interested in those shares held by BAI.

CCB-IAM is in turn wholly and beneficially owned by CCB International Asset
Management (Cayman) Limited (“CCB-IAMC”). By virtue of the SFO, CCB-JAMC was
deemed to be interested in those shares which CCB-IAM was interested.

CCB-IAMC is in turn wholly and beneficially owned by CCB International (Holdings)
Limited (“CCB-IH"). By virtue of the SFO, CCB-IH was deemed to be interested in those
shares which CCB-JAMC was interested.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZi & RiRRARA A
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(i)

CCB-IH is in turn wholly and beneficially owned by CCB Financial Holdings Limited
(“CCB-FH"). By virtue of the SFO, CCB-FH was deemed to be interested in those
shares which CCB-IH was interested.

CCB-FH is in turn wholly and beneficially owned by CCB International Group Holdings
Limited (“CCB-IGH”"). By virtue of the SFO, CCB-IGH was deemed to be interested in
those shares which CCB-FH was interested.

CCB-IGH is in turn wholly and beneficially owned by China Construction Bank
Corporation (“CC Bank”). By virtue of the SFO, CC Bank was deemed to be interested
in those shares which CCB-IGH was interested.

CC Bank is in turn wholly and beneficially owned by Central Huijin Investment Ltd.
(“Central Huijin"). By virtue of the SFO, Central Huijin was deemed to be interested in
those shares which CC Bank was interested.

Get Best Management Ltd. (“GBM”) beneficially owns 200,000,000 CPS which are
convertible into 227,272,727 shares. GBM is wholly and beneficially owned by Mr.
Lau Siu Hung Ricky (“Mr. Lau”). By virtue of the SFO, Mr. Lau was deemed to be
interested in those CPS held by GBM.

Interests in shares of associated corporations of the Company

ERERERAARTER
ERARRR ([T RIE
ED2zEEmER REE
FRERIGD) BT RER
AR AR REB RIS
Rt 2 B fn R A e

BTSRRI m T E R
SEEZERERAB ([T
BRIz ) 2 E B mE
B REES REED 2
TEREBRRERREARE
TEREREEEZ BN
AR

TR E R A B P
BRBITRMHABRRF ([172
TH2EEDHA -REE
FRERIGD) BITHER AR
RTERR R B IR A AR
Z Rty s

BUTARTRESREFR
BERR([FRES])ZE
BEHA - RIFEFEHER
Bl P RESBIR AT THE
ERmZ BN AR

\

3. Get Best Management Ltd.
(TeBM ) Bz R Al &
227,272,727 Bk
200,000,000 7] ¥ i1 & 5t
% = GBMER £ 1 55 4 ([ 2]
EENZEERER BRI
EHRHBERD) S5 ERE
RIGBMIFH 2 A H iR (& 5t
Preh A R AR o

(ii) RZAR B AEE L E R 5

s
Class and Percentage
Name of subsidiary Name of entity no. of securities shareholdings
MELAT AR ERER EHERREA REB D
BMC Software (China) Ltd. BMC Software (HK) Ltd. 1 ordinary share of HK$1 (L) 10%
IREELE T 2 EBAR(L)
s represents a long position in the securities Ls HREXEHFZ LB

Except as disclosed above and so far as the Directors were aware, as at 31 December
2011, no other party had any interest or short position in the shares, the underlying
shares or debentures of the Company which would be required to be disclosed to the
Company under provisions of Division 2 and 3 of Part XV of the SFO, or which would be
required, pursuant to Section 336 of the SFO, to be entered in the register referred to

herein.

BREXEBEEN BEEAN KR=2Z
——F+-_A=+—H TEEHA TR
KRARIRG  ABEROKRESFT  HEHIR
BES RHEGHIEXVERFE2 KR35 Sk
XARADNTHEE  KIREES RAEE
Bl 533614780 AZIKFTIE & ot 2 e
B39
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CORPORATE GOVERNANCE

Throughout the year ended 31 December 2011, the Company had complied with the
code provisions and recommended best practices of the Code, except for certain
deviations. Details of corporate governance are set out in the section headed
“Corporate Governance Report” in this Annual Report.

AUDITOR

The audited financial statements of the Company for the year ended 31 December
2011 had been audited by SHINEWING (HK) CPA Limited, who will retire and being
eligible, offer themselves for reappointment as auditor at the forthcoming annual
general meeting of the Company.

AUDIT COMMITTEE

The Company established an audit committee (the “Audit Committee”) on 12 June
1999 with clear written terms of reference. For the year ended 31 December 2011 and
as at the date of this annual report, the Audit Committee comprised three members,
all of whom were Independent Non-Executive Directors. The composition of the Audit
Committee as at the date of this annual report was Mr. Lim Yew Kong, John, (Chairman
of the Audit Committee), Mr. Mak Ping Leung and Mr. Leung Po Wing, Bowen Joseph
GBS, Jp Mr. Lim Yew Kong, John, the Chairman of the Audit Committee is a qualified
chartered accountant from the Institute of Chartered Accountants in England and Wales.
None of the members is a partner or former partner of SHINEWING (HK) CPA Limited,
the Company’s external auditors.

The Audit Committee meets at least twice a year to review the annual and interim
results and the accompanying auditor’s reports, the accounting policies and practices
adopted by the Company, and the financial and internal control systems of the
Company.

The Audit Committee had reviewed the Group’s audited financial statements for the year
ended 31 December 2011, including the disclaimer of opinion in the auditor’s report
thereon, and had submitted its views to the Board of Directors.

Similar to last year, the Audit Committee and the Board of Directors accepted the
Independent Auditor’s report with a disclaimer of opinion as it was specifically due to
the going concern issue related to the current financial obligations of the Company for
the US$30M CB. In all other respects, the Independent Auditor’s opinion was that the
consolidated financial statements have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

ON BEHALF OF THE BOARD
Mr. Tse Michael Nam
Chairman

Hong Kong, 28 March 2011
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The Board of Directors (the “Board”) and Management of the Company are highly
committed to maintaining good corporate governance practices and transparency

in fulfilling their corporate responsibility and accountability to the Company’s
Shareholders. The Board and Management recognize that the maintenance of good
corporate governance practices is an essential factor in achieving financial success and
enhancing shareholder value.

COMPLIANCE WITH THE CODE ON CORPORATE

GOVERNANCE PRACTICES

(a)  Corporate Governance Practices
Throughout the year ended 31 December 2011, the Company had complied
with the code provisions and recommended best practices of the Code except
for certain deviations as set out below. The Board will continue to review and
monitor the Company’s corporate governance practices to ensure compliance
with the Code.

The Company had also engaged SHINEWING Risk Services Limited to carry out
a review of the Company’s compliance with the Code throughout the year ended
31 December 2011 and also to report on whether any non-compliance with the
Code was fully disclosed and explained in this Corporate Governance Report.
SHINEWING Risk Services Limited’s review had uncovered a gap between the
current practices of the Company and the Code, which is disclosed in Section
(d) of this Corporate Governance Report.

(b)  Director’s Securities Transactions
The Model Code had been adopted as the code for Directors’ securities
transaction for the Company. After having made specific enquiry of all the
Directors, each of the Directors confirmed that he had complied with the Model
Code for the year ended 31 December 2011.

(c)  Board of Directors
Currently, the Board is composed of six members comprising two Executive
Directors (including the Chairman), one non-Executive Director who is also the
Deputy Chairman and three Independent Non-Executive Directors (“INEDs”).
For approximately one month during the year ended 31 December 2011, there
were eight board members comprising four Executive Directors (including the
Chairman and Deputy Chairman), one non-Executive Director and three INEDs.

The biographical details of the current members of the Board are set out on
pages 13 to 14 of the Annual Report. The Company has also maintained on
its website and on the website of the Stock Exchange, an updated list of its
Directors identifying their roles and functions including whether they are INEDs.
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Save for being a Director, each of the Director do not have any other relationship
with each other, senior management or substantial or controlling shareholders
of the Company (as defined in the Listing Rules).

The Board is tasked with the responsibility of directing and supervising the
Company’s businesses and affairs and promoting its success and growth.
The Board is collectively responsible for the management and operations
of the Company and is responsible for directing and supervising the overall
management of the Company with regards to the implementation and
maintenance of internal control procedures and ensuring compliance with
relevant statutory requirements, the Listing Rules and other rules and
regulations.

The day to day management of the Company is the responsibility of the
Management of the Company.

The Board meets regularly. During the year, four regular Board meetings were
held. Notices for regular Board meetings were given to all Directors at least 14
days prior to the meetings.

Prior to each Board meeting (for regular meetings, at least 3 days prior), the
Chairman, with the support of the Company Secretary, ensures that every
Director has been properly briefed on issues and provided with the agenda and
accompanying Board papers containing adequate information to enable them
to make informed decisions at the meeting. Every member of the Board has
an opportunity to propose matters in the agenda for discussion at each Board
meeting.

Minutes of Board meetings and meetings of committees are taken by the
Company Secretary and maintained at the Company’s premises. Minutes of
the Board and committee meetings record in sufficient detail the matters
considered by the Board or committee and decisions reached, including any
concerns raised by the Directors or dissenting views expressed. Drafts and
final versions of minutes are sent to all Directors for their comments within a
reasonable time after the Board meetings are held. Every member of the Board
is entitled to inspect Board papers and related materials and has unrestricted
access to the advice and services of the Company Secretary to ensure that
Board procedures, and all applicable rules and regulations, are followed. Where
queries are raised by any of the Directors, responses are provided as promptly
and fully as possible. The Directors may also seek independent professional
advice in appropriate circumstances, at the expense of the Company.
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The attendance of each of the Directors at the annual general meeting, regular BESRFRBITZRRBAFK
Board meetings and meetings of the Audit and Remuneration Committees held g E2590g BREEEER
during the year is set out below:— LM EESeR OB ENT

No. of meetings attended/held
HE A BITERERE

Annual
General Audit Remuneration
Directors Meeting Committee Committee

= BRRBFRE EREEE FMEEE

Executive Directors

HITES

Mr. Tse Michael Nam (Note 1) 1/1 4/4 1/1
A (BiEL)

Mr. Yang Xiaoqi 0/1 3/4

ol

Mr. King Jun Chih, Joseph (Note 2) 0/1 0/4

W2 EE (HiF2)

Mr. Chan Kwan Hung (Note 3) 0/1 0/4

BRI I6 54 (H1at3)

Non-Executive Director

FHTES

Mr. Wu Chi Chiu (Note 4) 0/1 4/4
BRSNSk & (K at4)

Independent Non-Executive Directors

BIYKHITES
Mr. Lim Yew Kong, John 0/1 4/4 2/2 1/1
Lim Yew Kong, John%t 4
Mr. Mak Ping Leung 0/1 4/4 2/2 1/1
BMRKE
Mr. Leung Po Wing, Bowen Joseph 0/1 4/4 2/2 1/1
Notes: et
1. Mr. Tse Michael Nam was re-designated as the Chairman of the Board with effect 1. HEFEECHATARESS
from 15 March 2011. He is also the acting Chief Executive Officer of the Company. FE B-T——F=A+tHh
AR - RINRA A TR
TTHRAERL
2. Mr. King Jun Chih, Joseph resigned from the Board on 27 January 2011. 2. SHZEEBER=ZT——F
—AZt+tHEEESEZ
< Mr. Chan Kwan Hung resigned from the Board on 27 January 2011. 35 REBEEER_T——F
—A-t+tBABREEEEZ
s o
4. Mr. Wu Chi Chiu was appointed as Deputy Chairman on 15 March 2011. He is also a 4, HEEEER T ——F=
Non-Executive Director of the Company. A+HBEZEAERIERE 1§
MARARFRITES -
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Four regular Board meetings were held during the year of which two were for the
approval of the interim and annual results of the Company and to review the
effectiveness of the financial and internal control systems of the Company.

The Company had maintained an appropriate level of insurance cover in respect
of legal action against the Directors and officers of the Company and its
subsidiaries throughout the year ended 31 December 2011.

Chairman and Chief Executive Officer

On 15 March 2011, Mr. Tse Michael Nam, the Deputy Chairman and the acting
Chief Executive Officer, was re-designated as the Chairman of the Company but
there was no replacement for the position of the Chief Executive Officer. This
constituted a deviation from the Code provision A.2.1 which stipulated that
the roles of the Chairman and Chief Executive Officer should be separate and
should not be performed by the same individual. However, the Board considers
that in view of the current operational needs of the Group, its ongoing stability
and future strategic direction, it is beneficial and efficient to maintain this
leadership structure.

During the year, Mr. Tse fulfilled his responsibilities as Chairman of the

Board, including ensuring that the Board operates effectively and discharges
its responsibilities, ensuring that good corporate governance practices and
procedures are established, facilitating effective contribution of directors and
ensuring constructive relations between executive and non-executive directors.
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Non-Executive Directors

During the year and up to the date of this report, the Company had been in
compliance with Rules 3.10(1), (2) and 3.10A of the Listing Rules by having at
all times three INEDs on its Board, one who has the appropriate professional
accounting qualifications and the number of INEDs represented at least one-
third of the Board.

Each of the INEDs was appointed for an initial term of not more than two
years from the date of his appointment. Upon the expiry of the initial term, the
appointment may be renewed for another term of not more than two years.

In accordance with the Bye-laws, every Director of the Board (including the
INEDs) is subject to retirement by rotation and re-election by the Company’s
Shareholders at least once every three years.

Each of the INEDs met the independence guidelines set out in Rule 3.13 of
the Listing Rules and the Company considered each of them to be so. The
Company had received from each of the INEDs, an annual confirmation as to his
independence.

The Non-Executive Director is appointed for a specific term and subject to
retirement by rotation and re-election at the general meeting of the Company
pursuant to the Bye-laws.

Remuneration Committee

The Company’s Remuneration committee (the “Remuneration Committee”) was
established in June 2005 with specific written terms of reference detailing the
Remuneration Committee’s role and authority. The terms of reference of the
Remuneration Committee are published on the Company’s website as well as
the Stock Exchange’s website.

The Remuneration Committee is responsible for formulating and making
recommendation to the Board on the Group’s policy and structure for the
remuneration of the Directors and senior Management and the establishment
of a formal and transparent procedures for developing policy on such
remuneration. The Remuneration Committee has the delegated responsibility
to determine the specific remuneration packages of the Executive Directors
and senior Management and to make recommendations to the Board for the
remuneration of the Non-executive Directors.

In fulfilling its functions, the Remuneration Committee takes into consideration
factors such as salaries paid by comparable companies, respective time
commitment, and responsibilities of the Directors and senior management and
whether the remuneration packages are competitively attractive to retain the
Executive Directors and senior Management. The Remuneration Committee
members may consult the Chairman of the Board about their proposals relating
to the remuneration of the Executive Directors and have access to sufficient
resources including professional advice if considered necessary. No director
can, however, approve his own remuneration.
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For the year ended 31 December 2011 and as at the date of this report, the
Remuneration Committee comprised four members, three of whom were INEDs
and one Executive Director who was also the Chairman of the Remuneration
Committee during the year 2011 and up to 1 March 2012. The members of
the Remuneration Committee as at the date of this report are Mr. Lim Yew
Kong, John (an INED and the Chairman of the Remuneration Committee), Mr.
Tse Michael Nam (an Executive Director), Mr. Mak Ping Leung (an INED) and
Mr. Leung Po Wing, Bowen Joseph GBS, JP (an INED). Mr. Tse Michael Nam
resigned and Mr. Lim Yew Kong, John was appointed as the Chairman of the
Remuneration Committee with effect from 1 March 2012 in line with the new
listing rule requirement that the Remuneration Committee be chaired by an
INED.

The Remuneration Committee meets at least once each year and it met on
16 December 2011 to review and approve the remuneration package of the
Directors and the senior Management and other related matters.

Nomination Committee

The company did not establish a nomination committee. The Board considers
that the appointment and removal of Directors are the collective decision of the
Board and thus does not intend to adopt the recommended best practice under
Code A.4.4 to establish a nomination committee.

Where vacancies on the Board exist, the Board will carry out the selection
process by making references to the skill, experience, professional knowledge,
personal integrity and time commitments of the proposed candidate, including
the independence status in the case of an independent non-executive
Director, the Company’s needs and other relevant statutory requirements and
regulations.

During the year, there were no new appointments to the board.
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Auditors’ Remuneration
The auditors remuneration for the year ended 31 December 2011 was as
follows:

Nature of work

THEHE

Audit services

=R

Non-audit services

FEZRS

Audit Committee

The Company’s Audit Committee (the “Audit Committee”) was established in
June 1999 with clear written terms of reference. The terms of reference of the
Audit Committee are published on the Company’s website as well as the Stock
Exchange’s website.

The primary duties of the Audit Committee include overseeing the Company’s
relations with the external auditors, making recommendations to the Board

on the appointment, reappointment and removal of the external auditors,
approving the remuneration and terms of engagement of the external auditors,
reviewing and monitoring the external auditors’ independence and objectivity
and the effectiveness of the audit process in accordance with applicable
standards, monitoring the integrity of the Company’s financial statements,
annual report and accounts, half-year report and accounting policies, as well as
overseeing the Company’s financial controls, internal control systems and risk
management systems.

For the year ended 31 December 2011 and as at the date of this report, the
Audit Committee comprised three members, all of whom were INEDs. The
composition of the Audit Committee as at the date of this report was Mr. Lim
Yew Kong, John (an INED and the Chairman of the Audit Committee), Mr. Mak
Ping Leung (an INED) and Mr. Leung Po Wing, Bowen Joseph GBS, JP (an INED).
Mr. Lim Yew Kong, John, the Chairman of the Audit Committee is a qualified
chartered accountant from the Institute of Chartered Accountants in England
and Wales. None of the members is a partner or former partner of SHINEWING
(HK) CPA Limited, the Company’s external auditors.
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The Audit Committee has unrestricted access to the auditors of the Company,
the Directors, the Company’s qualified accountant, and other members of
Management. The Audit Committee has met with the Company’s auditors once
during the year ended 31 December 2011 with regards to the review of the
Company'’s financial report and accounts.

During the year, the Company reappointed Messrs. SHINEWING (HK) CPA
Limited as auditors of the Company.

The Audit Committee met twice during the year ended 31 December 2011 to
review the annual and interim results and the accompanying auditor’s report,
the accounting policies and practices adopted by the Company, and to review
the financial and internal control systems of the Company.

The Audit Committee had reviewed the Group’s audited financial statements for
the year ended 31 December 2011 including the disclaimer of opinion in the
auditor’s report thereon and had submitted its views to the Board.

Directors’ Responsibility for the Financial Statements ()
The Directors acknowledge their responsibility for the preparation of the

financial statements of the Company and that the financial statements are

prepared in accordance with statutory requirements and applicable accounting
standards. It is also the responsibility of the Directors to ensure the timely
publication of the financial statements of the Company.

The statement of the auditors of the Company, SHINEWING (HK) CPA Limited,
on their reporting responsibilities in respect of the financial statements of the
Company is set out on pages 38 and 40.

The Directors confirm that, except for the issues as explained under the basis
of presentation section in note 1 to the consolidated financial statements,
they are not aware of any other material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability to
continue as a going concern.
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Internal Controls

The Board acknowledges that it is responsible for ensuring a sound and
effective internal control system is maintained within the Company and its
subsidiaries so as to safeguard the Group’s assets and its Shareholders’
investments. The Directors conduct annual reviews of the effectiveness of the
system of internal controls as well as the adequacy of resources, qualifications
and experience of staff of the accounting and financial reporting functions, and
their training programmes and budget.

Pursuant to provision C.2.6 of the Code, the Board reviewed the need for an
internal audit function and considered it appropriate to outsource the function.
Accordingly, SHINEWING Risk Services Limited was engaged to carry out an
internal control review of the effectiveness of the system of internal control

of the Company and certain of its subsidiaries for the financial year ended 31
December 2011. The review covered all material controls including financial,
operational and compliance controls and risk management functions of the
Company. SHINEWING Risk Services Limited completed its internal control audit
review and reported its findings to the Board. Although their review did uncover
certain gaps between best practices and the Company’s current practices, there
were no significant areas of concern which may affect Shareholders.

The Board considers the internal control systems of the Company effective and
the resources, qualifications and experience of the accounting and financial
reporting functions, adequate for the period in review.
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TO THE MEMBERS OF NORTH ASIA RESOURCES HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

SHINEWING (HK) CPA Limited
43/F., The Lee Gardens

33 Hysan Avenue

Causeway Bay, Hong Kong

We were engaged to audit the consolidated financial statements of North
Asia Resources Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 41 to 136, which
comprise the consolidated statement of financial position as at 31 December
2011, and the consolidated income statement, the consolidated statement
of comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory notes.

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 and the disclosure requirements of
the Hong Kong Companies Ordinance, and for such internal control as the
directors determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to
fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, in accordance with Section 90 of the Bermuda Companies Act, 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 as described in the basis for disclaimer of opinion paragraph, we
conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. 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 paragraph, we were not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion.
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Independent Auditor’s Report
T S A% B bl

BASIS FOR DISCLAIMER OF OPINION:
FUNDAMENTAL UNCERTAINTY RELATING TO
GOING CONCERN BASIS

The Group had net current liabilities of approximately HK$174,380,000

and the Group incurred a loss attributable to owners of the Company of
approximately HK$865,316,000 for the year ended 31 December 2011. In
addition, as explained in Note 42 to the consolidated financial statements,
subsequent to the end of the reporting period on 31 December 2011, the
convertible loan notes with principle amount of USD30,000,000 (equivalent
to approximately HK$234,000,000) will mature on 13 December 2012. These
conditions indicate the existence of material uncertainty which may cast
significant doubt on the Group’s ability to continue as a going concern and
therefore it may be unable to realise its assets and discharge its liabilities in
the normal course of business.

As explained in the basis of preparation of Note 1 to the consolidated
financial statements, the consolidated financial statements have been
prepared by the directors on a going concern basis, the validity of which is
dependent on the Group’s ability to have adequate cash flows to maintain its
business. Due to the uncertainty of the Group’s ability to maintain adequate
future cash flows, we were unable to ascertain whether the assumptions
made by the directors of the Company in preparing the consolidated financial
statements on a going concern basis are proper and appropriate.

Should the Group be not able to continue its business as a going concern,
adjustments would be necessary to reclassify all non-current assets and
liabilities as current assets and liabilities, write down the value of assets to
their recoverable amounts and to provide for further liabilities which may arise.
The consolidated financial statements have not incorporated any of these
adjustments. However, the uncertainty surrounding the Group's future cash
flows raises significant doubt about the Company’s ability to continue as a
going concern. We consider that appropriate disclosures have been made in
the consolidated financial statements concerning this situation, but we are
unable to obtain adequate evidence concerning the Group’s ability to meet
any financial obligations as and when they fall due and we consider that this
fundamental uncertainty relating to going concern basis is so extreme that we
have disclaimed our opinion.
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Independent Auditor’s Report
T S A% B

DISCLAIMER OF OPINION

Because of the significance of the matters described in the basis for
disclaimer of opinion paragraph, 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. In

all other respects, in our opinion the consolidated financial statements have
been properly prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Chuen Fai

Practising Certificate Number: PO5589

Hong Kong
28 March 2012
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Consolidated Income Statement

AW AR

For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

NOTES

HiiE

2011
S

HK$’000
TEx

2010
—T-%F
HK$’000
FET

Continuing operations FESEEK
Turnover L 8 73,497 31,922
Cost of sales and services rendered SHE KB RHERBA A (62,025) (21,778)
Gross profit EA 11,472 10,144
Other operating income o a8 Wz 8 775 1,874
Selling and distribution expenses HERDIHEHR (3,630) (3,940)
Administrative expenses TERER (63,802) (67,820)
Other operating expenses HigzsA (1,270) (2,750)
Change in fair value of derivative —Hﬁﬂ EREBITETA
component of convertible loan notes B9 2 A EEE 29 37,561 (2,832)
Loss on redemption of convertible loan notes & Bl Al # Ak B X E 1% v 518 29 (6,679) =
Loss on amendment of terms of EET A MR E R EIR
convertible loan notes R EtE 29 (24,166) =
Impairment loss recognised in respect of EERHERTHEEZ
exploration and evaluation assets VERIEYEi! 20 (7,645) -
Impairment loss recognised in respect of EEREE 2 REEE
goodwill 21 - (2,653,767)
Impairment loss recognised in respect of B ERIRERE R EBE
mining rights 19 (819,000) (287,500)
Finance costs A& KA 9 (70,356) (32,389)
Loss before taxation bR BRI 5 18 10 (946,740) (3,038,980)
Income tax Fri5 %1 11 81,350 28,461
Loss for the year from continuing operations A4S & 375 2 FF 18 (865,390) (3,010,519)
Discontinued operations BRIEE 13
Profit for the year from discontinued operations = #& | % 75 2 4 & i 7 - 282
Loss for the year FEBR (865,390) (3,010,237)
Attributable to: AT ARG -
Owners of the Company VINNETE ZEPN (865,316) (3,009,777)
Non-controlling interests FEPERR R 2 (74) (460)
(865,390) (3,010,237)
Loss per share BREER 14
Basic and diluted (HK cents) EAR#E (B4l)
— Continuing operations — B E R (86.62) (438.18)
— Discontinued operations —BRIEFES — 0.08
From continuing and discontinued operations R E &KL KB & IF¥£75 (86,62) (438.10)
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Consolidated Statement of Comprehensive Income

o 7 2 W WA B A

For the year ended 31 December 2011 #HZE_—T——F+_A=+—HILFE

2011 2010
—E2——F —T—TF
NOTE HK$’000 HK$’000
Bt FExT FHT
Loss for the year FEBRE (865,390) (3,010,237)
Other comprehensive income (expenses) HEmzmiks (AX)
Exchange differences on translation of RMEGINEB ZER EZ58
foreign operations 1,044 340
Exchange reserve realised on disposal of HENBRARRFEIRZ
subsidiaries R 37 - (1,677)
Other comprehensive income (expenses) FEEMEERKES (FAX)
for the year, net of tax MR T IE 1,044 (1,337)
Total comprehensive loss for the year, FEZHEEEBE NKRHRE
net of tax (864,346) (3,011,574)
Total comprehensive loss attributable to: UTATEGEEEEEBRE:
Owners of the Company RRARER A (864,272) (3,011,114)
Non-controlling interests FEVERR B (74) (460)
(864,346) (3,011,574)
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Consolidated Statement of Financial Position

o B B AR DA

As at 31 December 2011 R=—F——F+—-H=+—H

2011 2010
—E——F —T—TF
NOTES HK$’000 HK$’000
Bt FET FHEIT
Non-current assets FRBEE
Plant and equipment [ K&t 17 112,561 82,965
Finance lease receivables 7L & T & e R TE 18 1,685 =
Mining rights i 19 441,214 1,264,392
Exploration and evaluation assets WEEFHEE 20 - 7,645
Deposit for acquisition of a subsidiary W —RK B AR & 23,088 23,088
Deposit for acquisition of BERENLLHE 2
plant and equipment - 22,040
Goodwill S 21 - -
578,548 1,400,130
Current assets REEE
Inventories FE 22 23,022 7,813
Amounts due from non-controlling FEUEE R =I5 E A
interest holders KRIE 23 273 -
Trade and other receivables B 5 Kk H e kI8 24 76,178 49,309
Finance lease receivables RbE T & e UK e 18 2,826 =
Amount due from a director i —% i%m 25 265 262
Bank balances and cash IRITHER R ® 26 33,573 259,086
136,137 316,470
Current liabilities V=R
Trade and other payables B 5 hEMENKIEA 27 50,705 48,033
Amount due to a non-controlling interest FERT — & IR =
holder HE AIB 23 306 306
Other borrowing HEmER 28 8,000 =
Derivative component of convertible ABRRERERE ZITE
loan notes TAHS 29 1,775 =
Liabilities component of convertible ARBRERERZ A&
loan notes =2 29 242,828 =
Income tax liabilities BB E 6,903 6,743
310,517 55,082
Net current (liabilities) assets 78 (BB EBEERE (174,380) 261,388
404,168 1,661,518
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Consolidated Statement of Financial Position

o B B AR DA

As at 31 December 2011 R—F——F+—-F=+—H

2011 2010
—E2——F —T—TF
NOTES HK$’000 HK$’000
Bt FExT FHT
Capital and reserves EARRHE
Share capital [N 30 11,380 8,514
Convertible preference shares A] B IRB AL IR 31 20,865 23,387
Reserves & 330,768 1,195,384
Equity attributable to owners of the Company 7~ T A A FE{h R 363,013 1,227,285
Non-controlling interests FEERER 399 430
Total equity AR 363,412 1,227,715
Non-current liabilities FREBEE
Liabilities components of AMBREREEEE
convertible loan notes % 29 - 295,950
Derivative components of AMBRERERE Z2ITE
convertible loan notes TAES 29 - 15,170
Deferred tax liability RIETIR A E 33 40,756 122,683
40,756 433,803
404,168 1,661,518
The consolidated financial statements on pages 41 to 136 were approved FBUFICE I M BRER_S——_F=H
and authorised for issue by the Board of Directors on 28 March 2012 and are ~ — T/\B&ARESSIENTETE YHATE
signed on its behalf by: ERABEE
Tse Michael Nam Yang Xiaoqi
Director Director
EZE EF
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Consolidated Statement of Changes in Equity

»‘/T (=] %ﬁ"ﬁ@j%

For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

Attributable to owners of the Company
ERTREARE
Convertible Exchange  Convertible Share  Statutory Non-
Share Share  preference  Contributed translation bonds options surplus Special Accumulated controlling
capital premium shares surplus Teserve reserve reserve Teserve reserve losses interests

B 1) TER EERS

Bx  RHER  EER  AARR  ARRR  BHER BRERE  ORER  BEBR  RRER it FERER
HKSOOD  HKSO00  HASOOD  HKSO0D  HKSO00  HASOOD  HKSO0D  HKSOOD  HKSOO0  HKSOOD  HKSOOD  HKSO0
ThRL ThL TEL T ThRL . TR 7

At 1 January 2010 iy 3315 3478869 25473 368,818 8830 6,028 26,085 850 - (215971) 3,642,297 136830 3,779,127
Loss for the year FEFR - - - - - - - - - (3009,777) (3,009,777) (460) (3,010,237)
Other comprehensive expenses for the year £EEM AR - - - - (1,337) - - - - - (1,337) - (1,337)
Total comprehensive loss for the year FEAAEREE - - - - (1,337) - - - - (3009777) (3,014,114) (460) (3,011,574)
Issue of shares upon R TEEmETRE
- placement of shares -RERR 231 387,674 - - - - - - - - 389,99 - 389995
- conversion of convertible -ERTERELR
preference shares 23711 (285) (2,086) - - - - - - - - - -
~ acquisition of non<ontrolling interest of  —EE —~FHEAT 2
a subsidiary FrkER 507 87,187 - - - - - - 48,194 - 135,888 (135,888) -
- transaction costs attibutable toissve of  —~Ef7RAEIEZ RHHA
shares - 13085) i B - : - - - - [13085) - 130s)
Redemption of convertble loan notes BEARRESZE - - - - - (6,028) - - - 6,028 - - -
Recognition of equity component of BRTRRERZ B2 BRSS
convertible loan notes - - - - - 31,190 - - - - 31,190 - 31,190
Transaction costs attrbutable to BT AREHFRER
the issue of convertible loan notes LRARE - - - - - (4,559 - - - - (1,559) - (1,559)
Recognition of equitysetled sharebased ~ EZNBAHER
payments 5 = = - - - - 3460 - - - 3460 - 3460
Deemed disposal of partial interest RIELENRAR 2 B ER
in subsidiaries - - - - - - - - (120) - (120) 432 312

Deemed contribution from equity holders ~ F % R &L 2 B fefEs

arisen from waiver of promissory notes 5B AEE (32

(Note 32) - - - 50,293 - - - - - - 50,293 - 50,293
Disposal of subsidiaries HERBAR - B - - B - - - - - - (484) (484)

At 31 December 2010 and 1 January 2011 H=F-FEFZA=+-BR

“5--%-f-H 8514 3,940,400 23,387 419,111 7493 29,631 29,545 850 48074 (3219,720) 1,227,285 430 1221715
Loss for the year FEFR - - - - - - - - - (865316) (865,316 (74 (865,390)
Other comprehensive income for the year ~ B At 2EME - - - - 1,044 - - - - - 1,044 B 1,044
Total comprehensive loss for the year FEAAEREE - - - - 1,044 - - - - (865316) (864,272 (14)  (864,346)
Issue of shares upon conversion of R ATERERRMEIRA
convertible preference shares 2,866 (344) (2,522) - - - - - - - - - -
Derecognition of equity component of AREITAREN S
convertible loan notes - - - - - (29,631) - - - 29,631 - - -
Capital contribution from Ffﬂﬂ&ﬁéﬁzi iy
non-controlling interests - - - - - - - - - - - 43 3
At 31 December 2011 RZF-—%+ZA=1-R 11,380 3,940,056 20,865 419,111 8531 = 29,545 850 48,074 (4,115,405) 363,013 399 363,412
Note: Hat -
Subsidiaries in the People’s Republic of China (the “PRC”) have appropriated 10% of the REARLME ([HE]) 2 HEA RS &5 F 2 10%5
profit to the statutory surplus reserve which is required to be retained in the accounts of the NEERB#BAERE ERREARERHNBARREA
subsidiaries for specific purposes. YEREE Rk
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Consolidated Statement of Cash Flows
HEBEeRER

For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

2011
e

NOTE HK$’000
o= TEx

2010
—T-TF
HK$’000
FET

OPERATING ACTIVITIES REXK
(Loss) profit before taxation for: BREE AT (E518) s A
Continuing operations SEISE TS (946,740) (3,038,980)
Discontinued operations B IEFER - 257
(946,740) (3,038,723)
Adjustments for: TS EEL AR
Change in fair value of derivative AIMBREREETAET R
component of convertible loan notes HozATFEES (37,561) 2,832
Depreciation e 6,365 2,903
Finance costs [ELENRN 70,356 32,389
Impairment loss recognised in respect of EERMELTHEEZ
exploration and evaluation assets BB E1E 7,645 =
Impairment loss recognised in respect of EEREEZREES
goodwill - 2,653,767
Impairment loss recognised in respect of EERRERE 2R EEE
mining rights 819,000 287,500
Impairment loss recognised in respect of EERE S EUGIAEZ
trade receivables REEE 1,270 =
Interest income F B U A (255) (471)
Loss on disposal/written off of HE MRS &
plant and equipment EXEZEE 78 1,225
Loss on redemption of fE O A R B R EE 2 E51E
convertible loan notes 6,679 -
Loss on amendment of terms of 1EFT Al IR B SRR IR AER
convertible loan notes E518 24,166 =
Reversal of impairment loss recognised in BEEERE S EWRIE
respect of trade receivables ZREEE = (517)
Reversal of loss on remeasurement to BOEHzE AT ER
fair value less cost to sell HERARELZEE 13 - (1,952)
Share-based payment expenses iR 1 5k & A - 3,460
Transaction costs attributable to derivative ARBREREERTETAR
component of convertible loan notes oG 2R SR - 1,054
Write off of other receivables it S8 L At B W 5K IR - 2,919
Operating cash flows before movements in RetEEZESE A
working capital LERSRE (48,997) (53,314)
Increase in inventories FEEMm (6,122) (4,138)
Increase in trade and other receivables B 5 K E A e R IR 1 0 (17,331) (12,750)
Increase (decrease) in trade and B 5 R HEMENKRIE
other payables = Of ) 2,672 (2,539)
Cash used in operations REZEEFTAE S (69,778) (72,741)
Income tax paid BECUIEES (417) (259)
NET CASH USED IN OPERATING ACTIVITIES ~ R&EXEHMAREFHE (70,195) (73,000)
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Consolidated Statement of Cash Flows
HEBEeRER

For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

2011 2010
—E2——F —T—TF
NOTES HK$’000 HK$’000
Bz FET FHT
INVESTING ACTIVITIES RETH
Acquisition of plant and equipment BERE & & (25,242) (84,839)
Acquisition of finance lease assets WEREHEEE (5,665) =
Advance to non-controlling interest holders MIEIERRAE S A AR (273) =
Advance to a director M—REBHAR (3) (262)
Repayment from customers under REMEMERFPZER
finance lease 1,214 -
Interest received 2 U F 8 195 171
Proceeds from disposal of plant and HEME KBTS RIE
equipment 94 -
Acquisition of subsidiaries (net of cash and I REHI B A R (FBRESZ
cash equivalents acquired) HeRIREEEY) - (39,526)
Deposit for acquisition of a subsidiary W —RE B ARG & - (23,088)
Deposit for acquisition of plant and BEREKLLHE 2
equipment - (22,040)
Addition to mining rights B RERE = (2,527)
Addition to exploration and evaluation assets A& Ehix & HE E - (963)
Proceed from disposal of subsidiaries (net of &M E A& AEHE (1
cash and cash equivalents acquired) NEZRERBELEEY) - 177,140
NET CASH (USED IN) FROM REFS (FTA) B
INVESTING ACTIVITIES REFHE (29,680) 4,066
FINANCING ACTIVITIES MEES
Repayment of convertible loan notes EE R ERER (101,400) (24,750)
Interest paid A A (33,306) (454)
Other borrowing raised NEEHEMEER 8,000 8,000
Capital contribution from non-controlling IR R EARTEE
interests 43 312
Proceeds from issue of shares BATRRD FT1S 3K08 - 389,995
Issue of convertible loan notes BT R EREE - 335,400
Repayment of promissory notes EE&A L EIR - (356,000)
Repayment of other borrowings EEEMER - (23,000)
Transaction costs attributable to issue of BT RBRERZEELZ
convertible loan notes R B = (16,770)
Transaction costs attributable to issue of BITRD G Z R BPEA
shares - (13,045)
NET CASH (USED IN) FROM RMEEE (A MSRSFEE
FINANCING ACTIVITIES (126,663) 299,688
NET (DECREASE) INCREASE IN CASH AND RERRLSEEY (RD)
CASH EQUIVALENTS 3 hnFEE (226,538) 230,754
CASH AND CASH EQUIVALENTS AT FOZRERELEEY
BEGINNING OF THE YEAR 259,086 27,301
EFFECT OF FOREIGN EXCHANGE RATE IEEREFH T
CHANGES 1,025 1,031
CASH AND CASH EQUIVALENTS AT END OF FRZEASRBESEEY
THE YEAR, represented by bank balances TARRITEBRRRS
and cash 33,573 259,086
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Notes to the Consolidated Financial Statements

o 1 B 2 A P

For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

1. GENERAL
North Asia Resources Holdings Limited (the “Company”) is
incorporated in Bermuda as an exempted company with limited
liability. The shares of the Company are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The addresses of the registered office and principal place of business
of the Company are disclosed in the Corporate Information section to
the Annual Report.

Other than those subsidiaries established in the People’s Republic
of China (the “PRC”) whose functional currency is Renminbi (“RMB”),
functional currency of the Company and the subsidiaries incorporated
in Mongolia is the United States dollars (“USD”). The functional
currency of the other subsidiaries is Hong Kong dollars (“HK$").

As the Company is listed in Hong Kong, the directors of the Company
consider that it is appropriate to present the consolidated financial
statements in HK$.

The principal activity of the Company is investment holding. During the
year, the Company and its subsidiaries (the “Group”) were principally
involved in the distribution of information technology products,
geological survey, exploration and development of iron, gold and other
mineral deposits (mining operation), trading of iron ore and alluvial
gold and coal trading and logistics.

Basis of preparation of the consolidated financial
statements

In preparing the consolidated financial statements, the directors of
the Company have given consideration to the future liquidity of the
Group.

As explained in Note 42 and detailed in the Company’s
announcements dated 6 January 2012 and 7 February 2012, the
Company and the convertible loan note holder had entered into

a supplemental agreement in relation to the proposed alteration

of certain terms and conditions of the outstanding convertible

loan notes. The maturity date of the convertible loan notes with
principal amount of USD30,000,000 (equivalent to approximately
HK$234,000,000) (“2010 Convertible Loan Notes A”) was revised to
13 December 2012. The resolution was approved by the shareholders
of the Company in the special general meeting held on 23 February
2012.
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Notes to the Consolidated Financial Statements

ok o B i M

For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

1. GENERAL (continued)
Basis of preparation of the consolidated financial
statements (continued)
The Group had net current liabilities of HK$174,380,000 as at 31
December 2011 and incurred a loss attributable to owners of the
Company of approximately HK$865,316,000 for the year ended 31
December 2011. In addition, as explained in Note 42, the 2010
Convertible Loan Notes A will mature on 13 December 2012. These
conditions indicate the existence of a material uncertainty which may
cast significant doubt on the Group’s ability to continue as a going
concern.

The management is engaging in active negotiations with potential
investors to inject viable business projects and funding into

the Company. Based on a cash flow forecast prepared by the
management with reference to the current business and financing
plans of the Group, the directors consider the Group will be able to
finance its future working capital and fulfill its obligations as and when
they fall due.

The directors are of the opinion that it is still appropriate to
prepare the consolidated financial statements for the year ended
31 December 2011 on a going concern basis, the validity of which
depends on (i) the successful outcome of the Group’s prospective
external financial resources providers to bring in viable assets and/
or projects to restructure its financial obligations and to solve the
Group’s solvency position at any point of time and, (ii) the Group’s
ability to have adequate cash flows to maintain its operations.

Should the Group be unable to continue to operate as a going
concern, adjustments would have to be made to write down the value
of assets to their recoverable amounts, to provide for further liabilities
which might arise and to reclassify non-current assets and non-
current liabilities as current assets and current liabilities respectively.
The effect of these adjustments has not been reflected in the
consolidated financial statements.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

In the current year, the Group has applied the following new and
revised HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”).

Amendments to HKFRSs Improvements to HKFRSs issued in
2010
HKFRS 1 (Amendment) Limited Exemptions from Comparative
HKFRS 7 Disclosures for Firsttime
Adopters
Hong Kong Accounting Related Party Disclosures
Standards (“HKAS”") 24
(Revised)

Amendments to HKAS 32 Classification of Rights Issues

Amendments to HK(IFRIC)* Prepayments of a Minimum Funding

— Interpretation (“Int”) 14 Requirement
(Amendment)
HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with

Equity Instruments

e HK(IFRIC) represents the Hong Kong (International Financial Reporting
Interpretations Committee)

The application of the above new and revised HKFRSs has had no
material impact on the Group’s financial performance and position for
the current and prior years and/or the disclosures set out in these
consolidated financial statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (continued)

The Group has not early applied the following new and revised
standards, amendments and interpretations that have been issued
but are not yet effective.

HKFRS 1 (Amendment) Severe Hyperinflation and Removal of

Fixed Dates for First-time Adopters?
Amendments to HKFRS 7 Disclosures — Transfers of
Financial Assets?

Disclosures — Offsetting Financial
Assets and Financial Liabilities?
Mandatory Effective Date of HKFRS 9

and Transition Disclosures?®

HKFRS 9 Financial Instruments?®

HKFRS 10 Consolidated Financial Statements?

HKFRS 11 Joint Arrangement?

HKFRS 12 Disclosures of Interests in Other
Entities?

HKFRS 13 Fair Value Measurement?

Amendments to HKAS 1 Presentation of Items of Other
Comprehensive Income®

Deferred Tax: Recovery of
Underlying Assets*

Employee Benefits?

Amendments to HKAS 12

HKAS 19
(as revised in 2011)

HKAS 27
(as revised in 2011)

Separate Financial Statements?

HKAS 28
(as revised in 2011)

Investments in Associate and
Joint Ventures?

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities®

Stripping Costs in the Production
Phase of a Surface Mine?

HK(IFRIC) — Int 20

- Effective for annual periods beginning on or after 1 July 2011.
2 Effective for annual periods beginning on or after 1 January 2013.
= Effective for annual periods beginning on or after 1 January 2015.
& Effective for annual periods beginning on or after 1 January 2012.
z Effective for annual periods beginning on or after 1 July 2012.
& Effective for annual periods beginning on or after 1 January 2014.
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52

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (continued)

Amendments to HKFRS 7 Disclosures — Transfers of
Financial Assets

The amendments to HKFRS 7 increase the disclosure requirements
for transactions involving transfers of financial assets. These
amendments are intended to provide greater transparency around
risk exposures when a financial asset is transferred but the
transferor retains some level of continuing exposure in the asset. The
amendments also require disclosures where transfers of financial
assets are not evenly distributed throughout the period.

The directors anticipate that the application of the amendments to
HKFRS 7 will affect the Group’s disclosure regarding transfers of
financial assets in the future.

Amendments to HKAS 32 Offsetting Financial Assets
and Financial Liabilities and amendments to HKFRS 7
Disclosures — Offsetting Financial Assets and Financial
Liabilities

The amendments to HKAS 32 clarify existing application issues
relating to the offsetting requirements. Specifically, the amendments
clarify the meaning of “currently has a legally enforceable right of set-
off” and “simultaneous realisation and settlement”.

The amendments to HKFRS 7 require entities to disclose information
about rights of offset and related arrangements (such as collateral
posting requirements) for financial instruments under an enforceable
master netting agreement or similar arrangement.

The amended offsetting disclosures are required for annual periods
beginning on or after 1 January 2013 and interim periods within
those annual periods. The disclosures should also be provided
retrospectively for all comparative periods. However, the amendments
to HKAS 32 are not effective until annual periods beginning on or
after 1 January 2014, with retrospective application required.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9
amended in 2010 includes the requirements for the classification and
measurement of financial liabilities and for derecognition.

Key requirements of HKFRS 9 are described as follows:

HKFRS 9 requires all recognised financial assets that

are within the scope of HKAS 39 Financial Instruments:
Recognition and Measurement to be subsequently measured
at amortised cost or fair value. Specifically, debt investments
that are held within a business model whose objective is to
collect the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and interest
on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. All other debt investments and equity investments
are measured at their fair values at the end of subsequent
reporting periods. In addition, under HKFRS 9, entities may
make an irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not held for
trading) in other comprehensive income, with only dividend
income generally recognised in profit or loss.

The most significant effect of HKFRS 9 regarding the
classification and measurement of financial liabilities relates
to the presentation of changes in the fair value of a financial
liability (designated as at fair value through profit or loss
(“FVTPL")) attributable to changes in the credit risk of that
liability. Specifically, under HKFRS 9, for financial liabilities
that are designated as at fair value through profit or loss, the
amount of change in the fair value of the financial liability
that is attributable to changes in the credit risk of that liability
is presented in other comprehensive income, unless the
recognition of the effects of changes in the liability’s credit
risk in other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. Changes in fair
value attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Previously, under
HKAS 39, the entire amount of the change in the fair value of
the financial liability designated as at fair value through profit
or loss was presented in profit or loss.

Notes to the Consolidated Financial Statements
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54

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (continued)

HKFRS 9 Financial Instruments (continued)

The directors anticipate that the adoption of HKFRS 9 in the future
may have significant impact on amounts reported in respect of

the Group's financial assets and financial liabilities. Regarding the
Group's financial assets, it is not practicable to provide a reasonable
estimate of that effect until a detailed review has been completed.

New and revised standards on consolidation, joint
arrangements, associates and disclosures

In June 2011, a package of five standards on consolidation, joint
arrangements, associates and disclosures was issued, including
HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as revised in 2011) and
HKAS 28 (as revised in 2011).

Key requirements of these fives standards are described below.

HKFRS 10 replaces the parts of HKAS 27 Consolidated and Separate
Financial Statements that deal with consolidated financial statements
and Hong Kong (Standing Interpretations Committee) (“HK(SIC)”)

— Int 12 Consolidation — Special Purpose Entities. HKFRS 10 includes
a new definition of control that contains three elements: (a) power
over an investee, (b) exposure, or rights, to variable returns from its
involvement with the investee, and (c) the ability to use its power over
the investee to affect the amount of the investor’s returns. Extensive
guidance has been added in HKFRS 10 to deal with complex
scenarios.

HKFRS 11 replaces HKAS 31 Interests in Joint Ventures and HK(SIC)
— Int 13 Jointly Controlled Entities — Non-Monetary Contributions by
Venturers. HKFRS 11 deals with how a joint arrangement of which two
or more parties have joint control should be classified. Under HKFRS
11, joint arrangements are classified as joint operations or joint
ventures, depending on the rights and obligations of the parties to
the arrangements. In contrast, under HKAS 31, there are three types
of joints arrangements: jointly controlled entities, jointly controlled
assets and jointly controlled operations.

In addition, joint ventures under HKFRS 11 are required to be
accounted for using the equity method of accounting, whereas jointly
controlled entities under HKAS 31 can be accounted for using the
equity method of accounting or proportionate accounting.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (continued)

New and revised standards on consolidation, joint
arrangements, associates and disclosures (continued)

HKFRS 12 is a disclosure standard and is applicable to entities
that have interests in subsidiaries, joint arrangements, associates
and/or unconsolidated structure entities. In general, the disclosure
requirements in HKFRS 12 are more extensive than those in the
current standards.

These five standards are effective for annual periods beginning on or
after 1 January 2013. Earlier application is permitted provided that all
of these five standards are applied early at the same times.

The directors anticipate that these five standards will be adopted

in the Group’s consolidated financial statements for the annual
period beginning 1 January 2013. The application of these five
standards may have significant impact on amounts reported in the
consolidated financial statements. The application of HKFRS 10 may
result in the Group no longer consolidating some of its investees,
and consolidating investees that were not previously consolidated
(e.g. the Group’s investment in associates may become the Group’s
subsidiaries based on the new definition of control and the related
guidance in HKFRS 10). However, the directors have not yet performed
a detailed analysis of the impact of the application of these standards
and hence have not yet quantified the extent of the impact.

HKFRS 13 Fair Value Measurement

HKFRS 13 establishes a single source of guidance for fair value
measurements and disclosures about fair value measurements. The
standard defines fair value, establishes a framework for measuring
fair value, and requires disclosures about fair value measurements.
The scope of HKFRS 13 is broad; it applies to both financial
instrument items and non-financial instrument items for which other
HKFRSs require or permit fair value measurements and disclosures
about fair value measurements, except in specified circumstances. In
general, the disclosure requirements in HKFRS 13 are more extensive
than those in the current standards. For example, quantitative and
qualitative disclosures based on the three-level fair value hierarchy
currently required for financial instruments only under HKFRS 7
Financial Instruments: Disclosures will be extended by HKFRS 13 to
cover all assets and liabilities within its scope.

HKFRS 13 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (continued)

HKFRS 13 Fair Value Measurement (continued)

The directors anticipate that HKFRS 13 will be adopted in the Group’s
consolidated financial statements for the annual period beginning

1 January 2013 and that the application of the new standard may
affect the amounts reported in the consolidated financial statements
and result in more extensive disclosures in the consolidated financial
statements.

Amendment to HKAS 1 Presentation of Items of Other
Comprehensive Income

The amendments to HKAS 1 retain the option to present profit or
loss and other comprehensive income in either a single statement
or in two separate but consecutive statements. However, the
amendments to HKAS 1 require additional disclosures to be made
in the other comprehensive income section such that items of other
comprehensive income are grouped into two categories: (a) items that
will not be reclassified subsequently to profit or loss; and (b) items
that may be reclassified subsequently to profit or loss when specific
conditions are met. Income tax on items of other comprehensive
income is required to be allocated on the time basis.

The amendments to HKAS 1 are effective for the annual period
beginning on or after 1 July 2012. The presentation of items of
other comprehensive income will be modified accordingly when the
amendments are applied in the future accounting periods.

HK(FRIC) 20 — Int 20 Stripping Costs in the Production
Phase of a Surface Mine

HK(IFRIC) — Int 20 Stripping Costs in the Production Phase of a
Surface Mine applies to waste removal costs that are incurred in
surface mining activity during the production phase of the mine
(“production stripping costs”). Under the Interpretation, the costs
from this waste removal activity (“Stripping”) which provide improved
access to ore is recognised as a non-current asset (“stripping
activity assets”) when certain criteria are met, whereas the costs

of normal ongoing operational stripping activities are accounted for
in accordance with HKAS 2 Inventory. The stripping activity asset is
accounted for as an addition to, or as an enhancement of, an existing
asset and classified as tangible or intangible assets according to the
nature of the existing asset of which it forms part.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (continued)

HK(FRIC) 20 — Int 20 Stripping Costs in the Production
Phase of a Surface Mine (continued)

HK(IFRIC) — Int 20 is effective for annual period beginning on or after
1 January 2013 with transitional provisions. The directors anticipate
that the interpretation will be adopted in the Group’s consolidated
financial statements for the annual period beginning 1 January 2013.
The directors anticipate that the application of HK(IFRIC) — Int 20 will
have effect on the recognition of stripping activity assets in the future.
It is not practicable to provide a reasonable estimate of that effect
until a detailed review has been completed.

The directors of the Company anticipate that the application of other
new and revised standards, amendments or interpretations will have
no material impact on the results and the financial position of the
Group.

3. SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) and by the Hong Kong Companies
Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments, which
are measured at fair values, as explained in the accounting policies
set out below. Historical cost is generally based on the fair value of
the consideration in exchange for goods.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(its subsidiaries). Control is achieved where the Company has the
power to govern the financial and operating policies of an entity so as
to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective date
of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies in line with those
used by other members of the Group.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of consolidation (continued)

All intra-group transactions, balances, income and expenses are
eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from
the Group’s equity therein.

Allocation of total comprehensive income to non-
controlling interests

Total comprehensive income and expense of a subsidiary is attributed
to the owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance.

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s ownership interests in subsidiaries that

do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the
Group'’s interests and the non-controlling interests are adjusted to
reflect the changes in their relative interests in the subsidiaries. Any
difference between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of the Company.

When the Group loses control of subsidiaries, it (i) derecognises the
assets and liabilities of the subsidiaries at their carrying amounts

at the date when control is lost, (ii) derecognises the carrying
amount of any non-controlling interests in the former subsidiaries

at the date when control is lost (including any components of other
comprehensive income attributable to them), and (iii) recognises the
aggregate of the fair value of the consideration received and the fair
value of any retained interest, with any resulting difference being
recognise as a gain or loss in profit or loss attributable to the Group.
The fair value of any investment retained in the former subsidiary at
the date when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39 Financial
Instruments: Recognition and Measurement or, when applicable, the
cost on initial recognition of an investment in an associate or a jointly
controlled entity.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost less
any accumulated impairment losses and is presented separately in
the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to

each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies of the
combination.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Goodwill (continued)

A cash-generating unit to which goodwill has been allocated is

tested for impairment annually, or more frequently whenever there is
indication that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the cash-generating unit to which
goodwill had been allocated is tested for impairment before the end of
that reporting period. If the recoverable amount of the cash-generating
unit is less than its carrying amount of the unit, the impairment

loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit on a pro-
rata basis based on the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit or loss in
the consolidated income statement. An impairment loss recognised
for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill capitalised is included in the determination of the
amount of profit or loss on disposal.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s statement
of financial position at cost less any identified impairment loss.

Plant and equipment

Plant and equipment are stated in the consolidated statement of
financial position at cost less subsequent accumulated depreciation
and accumulated impairment losses, if any.

Depreciation is provided to write off the cost of items of plant and
equipment other than construction in progress over their estimated
useful lives and after taking into account of their estimated residual
value, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at the end

of each reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Plant and equipment (continued)
Construction in progress includes plant and equipment in the
course of construction for production or for its own use purposes.
Construction in progress is carried at cost less any recognised
impairment loss. Costs include professional fees and, for qualifying
assets, borrowing costs capitalised in accordance with the Group’s
accounting policy. Construction in progress is classified to the
appropriate category of plant and equipment when completed and
ready for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are
ready for their intended use.

An item of plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in the profit
or loss in the year in which the item is derecognised.

Mining rights

Mining rights are stated at cost less accumulated amortisation and
accumulated impairment losses and are amortised on the units of
production method based on the total proven and probable reserves
of the mine or contractual period from the date of commencement of
commercial production which approximates the date from which they
are available for use.

Exploration and evaluation assets

Exploration and evaluation assets are stated at cost less
accumulated impairment losses. Exploration and evaluation assets
include expenditure incurred for topographical and geological
surveys, exploratory drilling, sampling, trenching activities in

relation to commercial and technical feasibility studies, expenditure
incurred to secure further mineralisation in existing ore bodies and
to expand the capacity of a mine. Expenditure incurred prior to
acquiring legal rights to explore an area is written off as incurred.
When it can be reasonably ascertained that a mining property is
capable of commercial production, exploration and evaluation costs
are transferred to mining rights and are amortised based on the
accounting policy as stated in “Mining rights” above. If any project is
abandoned during the evaluation stage, the total expenditure thereon
will be written off.

Cash and cash equivalents

Bank balances and cash in the consolidated statement of financial
position comprise cash at banks and on hand. For the purpose of
the consolidated statement of cash flows, cash and cash equivalents
consist of bank balances and cash as defined above.
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments
Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets or financial liabilities at fair value through profit
or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

The Group's financial assets are classified into loans and receivables.
The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition. All regular
way purchases or sales of financial assets are recognised and
derecognised on a trade date basis. Regular way purchases or sales
are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention
in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial asset and of allocating interest income over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points
paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through the
expected life of the financial asset, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt
instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
trade and other receivables, amounts due from non-controlling interest
holders, finance lease receivables, amount due from a director, and
bank balances and cash) are carried at amortised cost using the
effective interest method, less any identified impairment losses (see
accounting policy on impairment loss on financial assets below).
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the
end of each reporting period. Financial assets are considered to be
impaired where there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the financial assets have
been affected.

Objective evidence of impairment could include:

significant financial difficulty of the issuer or counterparty; or

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

it becoming probable that the borrower will enter bankruptcy
or financial re-organisation; or

the disappearance of an active market for that financial asset
because of financial difficulties

For certain categories of financial asset, such as trade and other
receivables, assets that are assessed not to be impaired individually
are in addition assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables could
include the Group's past experience of collecting payments, an
increase in the number of delayed payments in the portfolio past the
average credit period of 90 days, as well as observable changes in
national or local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, the amount of
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the financial asset’s original effective interest
rate.
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Impairment of financial assets (continued)
The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
trade and other receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
When a trade and other receivable is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
loss was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment not
been recognised.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance with
the substance of the contractual arrangements and the definitions of
a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest
in the assets of the group after deducting all of its liabilities. Equity
instruments issued by the Group are recognised at the proceeds
received, net of direct issue costs.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest expenses over
the relevant period. The effective interest rate is the rate that

exactly discounts estimated future cash payments (including all

fees and points paid or received that form as integral part of the
effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying amount on initial
recognition.

Interest expense is recognised on an effective interest basis.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Other financial liabilities

Other financial liabilities including trade and other payables, amount
due to a non-controlling interest holder and other borrowings are
subsequently measured at amortised cost, using the effective interest
method.

Convertible loan notes

Convertible loan notes issued by the Group that contain liability,
conversion option and derivative (which is not closely related to
host liability component) components are classified separately

into respective items on initial recognition in accordance with the
substance of the contractual arrangements and the definition of
financial liabilities and an equity instrument. Conversion option that
will be settled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own equity
instruments is classified as an equity instrument. At the date of
issue, both the liability and derivative components are measured at
fair value.

On initial recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the gross proceeds of the
issue of the convertible loan notes and the fair values assigned to
the liability component subsequently carried at amortisation cost
and derivative component, representing the conversion option for the
holder to convert the convertible loan notes into equity, is included in
equity (convertible bonds reserve).

In subsequent periods, the liability component of the convertible loan
notes is carried at amortised cost using the effective interest method.
The derivative component is measured at fair value with changes in
fair value recognised in profit or loss.

The equity component, representing the option to convert the liability
component into ordinary shares of the Company, will remain in
convertible bonds reserve until the embedded option is exercised (in
which case the balance stated in convertible bonds reserve will be
transferred to share premium). Where the option remains unexercised
at the expiry date, the balance stated in convertible bonds reserve will
be released to the accumulated losses. No gain or loss is recognised
in profit or loss upon conversion or expiration of the option.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial liabilities and equity instruments (continued)
Convertible loan notes (continued)
Transaction costs that relate to the issue of the convertible loan notes
are allocated to the liability and equity components in proportion
to the allocation of the gross proceeds. Transaction costs relating
to the equity component are charged directly to equity. Transaction
costs relating to the liability component are included in the carrying
amount of the liability portion and amortised over the period of the
convertible loan notes using the effective interest method. Transaction
costs relating to the embedded derivative is charged to profit or loss
immediately.

Convertible preference shares

Convertible preference shares are classified as equity if it is non-
redeemable and any dividends are discretionary. Dividends on
convertible preference shares classified as equity are recognised as
distributions within equity.

Embedded derivatives

Derivative embedded in non-derivative host contracts are treated

as separate derivatives when their risks and characteristics are not
closely related to those of the host contracts and the host contracts
are not measured at fair value with changes in fair value recognised in
profit or loss.

Derecoghnition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers
the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither transfers
nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group continues to
recognise the asset to the extent of its continuing involvement and
recognises an associated liability. If the Group retains substantially
all the risks and rewards of ownership of a transferred financial
asset, the Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only when, the
Group's obligation are discharged, cancelled or expire. The difference
between the carrying amount of the financial liability derecognised

and the consideration paid and payable is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the weighted average method for its mining
and coal products and first-in-first out method for its information
technology products. Net realisable value represents the estimated
selling prices for inventories less all estimated costs of completion
and costs necessary to make the sale.

Impairment losses on tangible and intangible assets with
finite useful lives other than goodwill (see the accounting
policy in respect of goodwill above)

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment
loss, if any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs. Where
a reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation
basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a discount rate that
reflects current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future cash
flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as an expense
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset in prior years. A
reversal of an impairment loss is recognised as income immediately
in profit or loss.
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

3. SIGNIFICAN T ACCOUNTING POLICIES (continued)
Revenue recognition
Revenue is measured at the fair value of the consideration received

or receivable and represents amounts receivable for goods sold and

services provided in the normal course of business, net of discounts

and sales related taxes.

i)

Sale of goods

Revenue from the sale of goods is recognised when the
goods are delivered and titles have passed, at which time the
following conditions are satisfied:

the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

the Group retained neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

the amount of revenue can be measured reliably;

it is probable that the economics benefits associated
with the transaction will flow to the Group; and

the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Service income/management fee income/consultancy service
income

Income is recognised when services are provided.

Interest income

Interest income from a financial asset is recognised when

it is probable that the economic benefits will flow to the
Group and the amount of income can be measured reliably.
Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount on initial recognition.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Equity settled share-based payment transactions
Share options granted to employees
The fair value of services received determined by reference to the fair
value of share options granted at the grant date is recognised as an
expense in full at the grant date when the share options granted vest
immediately, with a corresponding increase in equity (share options
reserve).

At the end of the reporting period, the Group revises its estimates of
the number of options that are expected to ultimately vest. The impact
of the revision of the original estimates during the vesting period, if
any, is recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment to
share options reserve.

At the time when the share options are exercised, the amount
previously recognised in share options reserve will be transferred

to share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the amount
previously recognised in share options reserve will continue to be held
in share options reserve.

Share options granted to business associates

Share options issued in exchange for services are measured at the
fair values of the services received. The fair values of the services
received are recognised as expenses, with a corresponding increase
in equity (share options reserve), when the counterparties render
services, unless the services qualify for recognition as assets.

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching to
them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses the
related costs for which the grants are intended to compensate.

Government grants that are receivable as compensation for expenses
or losses already incurred or for the purpose of giving immediate
financial support to the Group with no future related costs are
recognised in profit or loss in the period in which they become
receivable.
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation
Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income or expense
that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax base used in the computation
of taxable profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the extent
that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except where
the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end

of the reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all or
part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled or
the asset is realised, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period. The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities. Current and
deferred tax is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency at the rates of exchange prevailing on the dates of the
transactions. At the end of the reporting period, monetary items
denominated in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items carried at fair value that
are denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences on the settlement of monetary items, and on
the retranslation of monetary items, are recognised in profit or loss
in the period in which they arise. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included
in profit or loss for the period.

For the purpose of presenting the consolidated financial statements,
the assets and liabilities of the Group's foreign operation are
translated into presentation currency of the Group (i.e. HK$) at the
rate of exchange prevailing at the end of the reporting period, and
their income and expense are translated at the average rates for

the year. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity (under the heading
of exchange translation reserve).

On the disposal of a foreign operation (i.e. a disposal of the Group’s
entire interest in a foreign operation, or a disposal involving loss of
control over subsidiaries that includes a foreign operation), all of
the exchange differences accumulated in equity in respect of that
operation attributable to the owners of the Company are reclassified
to profit or loss.

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

The Group as lessor

Amounts due from lessees under finance leases are recorded as
receivables at the amount of the Group’s net investment in the
leases. Finance lease income is allocated to accounting periods so
as to reflect a constant periodic rate of return on the Group’s net
investment outstanding in respect of the leases.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Leasing (continued)

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease, except where
another systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

Retirement benefit costs

Payments to the PRC and Mongolia government retirement benefit
schemes pursuant to the relevant labour rules and regulations in
the PRC and Mongolia and the Mandatory Provident Fund Scheme
(“MPF Scheme”) in Hong Kong are recognised as an expense when
employees have rendered service entitling them to the contributions.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale,
are added to the cost of those assets, until such time as the assets
are substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period
in which they are incurred.

CRITICAL ACCOUNTING JUDGEMENTS

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in Note 3, the directors of the Company are required to
make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.
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4. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)
Critical judgement in applying the entity’s accounting
policies
The following is the critical judgement, apart from those involving
estimation (see below), that the directors have made in the process
of applying the entity’s accounting policies and that have the most
significant effect on the amounts recognised in consolidated financial
statements.

Going concern basis

The consolidated financial statements have been prepared on a going
concern basis, the validity of which depends upon the outcome of the
prospective external financial resources providers to bring in viable
assets and/or projects to restructure its defaulted financial obligation.
Details are explained in Note 1.

Key sources of estimation uncertainty

The followings are the key assumptions concerning the future, and
other key sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial
year.

Impairment of mining rights and exploration and
evaluation assets

Under the full cost method of accounting for mining rights and
exploration and evaluation assets, such costs are capitalised by
reference to appropriate cost pools, and are assessed for impairment
when circumstances suggest that the carrying amount may exceed its
recoverable value. This assessment involves judgement as to (i) the
likely future commerciality of the asset and when such commerciality
should be determined; and (ii) future revenues and costs pertaining
to the asset in question, and the discount rate to be applied to

such revenues and costs for the purpose of deriving a recoverable
value. While conducting an impairment review of its assets, the
Group makes certain judgements in making assumptions about the
future iron and gold prices, reserves and future development and
production costs. Changes in these estimates may result in significant
changes to the consolidated income statement. As at 31 December
2011, the carrying amount of mining right is HK$441,214,000,

net of accumulated amortisation and impairment losses of
HK$1,112,714,000 (2010: HK$1,264,392,000, net of accumulated
amortisation and impairment losses of HK$289,536,000). As at 31
December 2011, the carrying amount of exploration and evaluation
assets is nil (2010: HK$7,645,000), net of accumulated impairment
losses of HK$7,645,000 (2010: nil).

7194 NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZi & RiRAR AR

4.

B0 S o w A B R A A
P2z AR YR ()

Y ) B 8L BRI A0 B o
i

T BEF A E A R SR TE A
EHEARBRENER . CEBRRE
AEBZBRAN HHREHE(RT
3O B 5h e

,m/\ﬁﬂ‘%aﬁ%}ﬂif R ERTA
BEUR SN BB 75 B IR R (& 5| AR 7T
EER/JEANSEARE Z ENIT B
REZHER & IER M EL R At -

il AN R 1 2 R

T BHAR 2 E EBERA A AL

ﬁTﬁ 2 H i E BAOR - B A
—ERERFEZAERAREESH

Mﬁﬁiﬁﬂﬁ°

RBEEUR R FEEERE

RN IR A KBV R MG EEARZ
EERAE  BEARKA2REE K AERE
ANMb - B EER R B 58 AT AE R S EL AT Uk
EEE 2 BN ERE o 55 R HE ()&
ERREEE LT AR RETEERS
ELAToRM: RVEBMEEZHER
AR  ARGE AR EEBER R ZS
WA R PAS 2 B ER R - BT A R (E R - A
EEHBRELRESE FERBEEREL
EERCANE I BRAR S - fE B T HIE - 25’
‘“h**ﬁéﬁ&@&,ﬁz%é KR HREKR
Bl -RZT—F+=-A=+—08 i
W2 BRE £ %8 A441,214,00078 7T © 1% 2
STHEE S KRB E5181,112,714,0005 7T (=
T T4 1 1,264,392,00078 7 © H1kR Rt
54 N ORUE B 18289,536,000/8 7T ) ° R
T——F+-A=+—B #HEEHEEE
ZEHEEAT (2T T4 :7,645,000

L) R 25T R EE 187,645,000 7T
(ZZE—ZTF:8\)-



Notes to the Consolidated Financial Statements

ok o B B i M

For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

4, CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)
Key sources of estimation uncertainty (continued)
Impairment loss recognised in respect of trade and other
receivables
When there is objective evidence of impairment loss, the Group
takes into consideration the estimation of future cash flows. The
amount of the impairment loss is measured as the difference
between the assets’ carrying amount and the present value of
estimated future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at
initial recognition). Where the actual future cash flows are less than
expected, a material impairment loss may arise. As at 31 December
2011, the carrying amount of trade receivable is HK$24,594,000 (net
of allowance for doubtful debts of HK$12,281,000) (2010: carrying
amount of HK$21,187,000, net of allowance for doubtful debts of
HK$11,011,000).

Mine reserves

Engineering estimates of the Group’s mine reserves are inherently
imprecise and represent only approximate amounts because of the
subjective judgements involved in developing such information. There
are authoritative guidelines regarding the engineering criteria that
have to be met before estimated mine reserves can be designated
as “proven” and “probable”. Proven and probable mine reserve
estimates are updated on regular intervals taking into account recent
production and technical information about each mine. In order to
calculate reserves, estimates and assumptions are required about

a range of geological, technical and economic factors, including
quantities, grades, production techniques, recovery rates, production
costs, transport costs, commodity demand and commodity prices.

In addition, as prices and cost levels change from year to year, the
estimate of proven and probable mine reserves also changes. This
change is considered a change in estimate for accounting purposes
and is reflected on a prospective basis in related amortisation rates
and impairment of mining right.

Despite the inherent imprecision in these engineering estimates,
these estimates are used in determining depreciation expenses
and impairment losses. The capitalised cost of mining rights is
depreciated over the estimated useful lives. The useful lives are
reviewed annually in accordance with the production plans of the
Group and the proven and probable reserves of the mines.
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For the year ended 31 December 2011 HZ —Z——F+_A=+—HILFE

4. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)
Key sources of estimation uncertainty (continued)
Estimation of current and deferred income tax
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 Group recognises liabilities for anticipated tax audit
issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters are different from the
amounts that were initially recorded, such differences will impact the
current and deferred income tax provisions in the period in which such
determinations are made.

Fair value of derivative components of convertible loan
notes

The directors of the Company use their judgement in selecting an
appropriate valuation technique for financial instruments not quoted
in an active market. Valuation techniques commonly used by market
practitioners are applied. For derivative components of the convertible
loan notes, assumptions are made based on quoted market rates
adjusted for specific features of the instrument.

5. CAPITAL RISK MANAGEMENT
The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
stakeholders through optimisation of the debt and equity balance. The
Group’s overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debts, which included
convertible loan notes disclosed in Note 29 and other borrowing
disclosed in Note 28, cash and cash equivalents, amount due to

a non-controlling interest holder disclosed in Note 23 and equity
attributable to equity holders of the Company, comprising issued
share capital, convertible preference shares and reserves. The
directors of the Company review the capital structure periodically. As
a part of this review, the directors of the Company consider the cost
of capital and the risks associated with each class of capital. Based
on the recommendations of the directors, the Group will balance its
overall capital structure through new share issues and share buy-
backs as well as issue of new debt or the redemption of existing debt.
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

6. FINANCIAL INSTRUMENTS 6. ST H

(a)

(b)

Categories of financial instruments

EREE

Financial assets

Loans and receivables (including cash

ERkEWFIE (B

() ZMIHZHHE

2011 2010
e i

—T—TF
HK$’000
FHET

HK$’000
FEx

and cash equivalents) ReERRESEEY) 97,953 285,833
Financial liabilities SRBEE
Amortised cost SR AN 289,533 331,560
FVTPL derivative RAFERESARZ
PTETAR 1,775 15,170

Financial risk management objectives and policies
The Group’s major financial instruments include finance
lease receivables, amounts due from non-controlling interest
holders, trade and other receivables, amount due from a
director, bank balances and cash, trade and other payables,
convertible loan notes, other borrowing, amount due to a non-
controlling interest holder and promissory notes. Details of
these financial instruments are disclosed in respective notes.
The risks associated with these financial instruments include
market risk (currency risk and interest rate risk), credit risk
and liquidity risk. The policies on how to mitigate these risks
are set out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

(b)  BAME A B H B R BUR
$%@ZIE$@I£@%$@
THE YA R SEE R R
BAFNIE B 5 REMEKRIE
U — R EERIE  RITEHR IR
B 5 KEAM BRI TR
BERER EMES BRIk
Rk MR FE A A SRIE AR BRI -
ZESMIAZFBRBEBITER
BE-HAESmT AR RAR
a%m%ﬂ 2 (B E R KA,

) 1:-%“ &mu@jﬁiﬂ.“”
EZERRE 2 BERHN T - EIE
BEBERERZERR  UHERRE
B I B U B EUE 8 i o
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

6.  FINANCIAL INSTRUMENTS (continued) 6. At LH )
(b)  Financial risk management objectives and policies (b)  BABS R\ B H AR R BUR
(continued) (%)
Market risk T i% A B
Currency risk EE
Certain financial assets are denominated in currencies ETeMmEENERRBEEZY
other than the functional currency of the respective group REE B AINE T E -
companies.
The following table shows the Group’s exposure at the end of TRETASBERNREHREE A
the reporting period to currency risk arising from transactions BB EEAINEETTEZ
or recognised assets denominated in a currency other than RSGUCHREEMEE 2 R
the functional currency of the entity to which they relate. (78
2011
—E——F
Mongolia
Tugriks
HK$’000 (“MNT”)’000 HK$'000 MNT’000
FEL T54
FHET BRER FHT B2
Assets BE 4,029 1,519,742 = 33,295
The Group currently does not have a foreign currency hedging AREE B RN INEERBUR o A
policy. However, the management monitors foreign exchange - EEEEEINERRE KA
exposure and will consider hedging significant foreign currency FERZREIRERINE R

exposure should the need arise.
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

6.

FINANCIAL INSTRUMENTS (continued) 6.

(b)

(continued)

Market risk (continued)

Currency risk (continued)

Sensitivity analysis

The Group is mainly exposed to the currency of HK$ and MNT.

The following table details the Group’s sensitivity to a 5%
increase and decrease in HK$ against the relevant foreign
currencies. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and adjusts
their translation at the year end for a 5% change in foreign
currency rates. A positive number below indicates a decrease
in loss where HK$ strengthen 5% against the relevant
currency. For a 5% weakening of HK$ against the relevant
currency, there would be an equal and opposite impact on the
loss, and the balances below would be negative.

HK$
BT
2011

o
HK$'000
FiE5

HEEBRZFE (201)

Impact on loss for the year

—s-%F
HK$'000

SR T H )

Financial risk management objectives and policies (b)

Foh 5 J B 5 2L A R BUSRE
(%)

Mg Rk (E)

EHme ()

BRE DT
AEMEEMEBTREHERE
EEERR-

TRAJIANEELE T RS
THE K2 {B5% < BURE IR E D
EBENINEEZ FEERR
B - M UARE SR B)5%:8 B H N F 45
EIZW‘%; o NXIERFE R MBI

& THES%ES BRI A © 8
ﬁﬁ*HF%EMEﬂES%' R &SRR
KREEBZERTE MA T
EfREH-

MNT
REERER
2010 2011 2010
—®—-5 —T-TF
HK$’000 HK$’000
FB5 FBT

- (475) (10)

FET

Interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate other borrowing (see Note 28 for details) and
convertible loan notes (see Note 29 for details).

The Group is also exposed to cash flow interest rate risk in
relation to variable-rate bank balances.

The Group currently does not have an interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest rate
exposure should the need arises.

ETT
AEBEYE LI (S
Wi2228) B AT AR B RS (1%
EM3E29) 2 B TEREEMS -

AEETEH BT ERITESRZ
BEmEBNEREE

7 85 0 3 53 4 4 ) ) 35 0 R
Ko AT EREERFIRERR
REBEREEHAEATER
B o
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For the year ended 31 December 2011 HZ —Z——F+_A=+—HILFE

6. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Market risk (continued)

Interest rate risk (continued)

Sensitivity analysis

The sensitivity analyses below have been determined based
on the exposure to interest rates for variable-rate bank
balances, the analysis is prepared assuming the bank
balances at the end of each reporting period was outstanding
for the whole year. The basis point increase or decrease

is used when reporting interest rate risk internally to key
management personnel and represents management’s
assessment of the reasonably possible change in interest
rates.

50 basis points have been used for variable rate bank
balances.

For variable-rate bank balances, if the interest rates had been
50 basis points (2010: 50 basis points) higher/lower and

all other variables were held constant, the Group’s loss after
tax and accumulated losses would decrease/increase by
approximately HK$168,000 (2010: HK$1,295,000).
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

6.

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Credit risk

Credit risk refers to the risk that debtors will default on their
obligations to repay the amounts owing to the Group, resulting
in a loss to the Group. The maximum exposure to credit

risk in the event that the counterparties fail to perform their
obligations at end of the financial year in relation to each
class of recognised financial assets is the carrying amount
of those assets as stated in the consolidated statement of
financial position.

The Group has no significant credit risks as it has policies
in place to ensure that sales of products and services are
made to customers with appropriate credit history. The
Group has adopted a policy of only dealing with creditworthy
counterparties, where appropriate, as a means of mitigating
the risk of financial loss from defaults. The Group only
transacts with entities with good repayment history.

The Group has no significant concentration of credit risk
by customer, with exposure spreading over a number of
counterparties and customers.

The Group’s concentration of credit risk by geographical
locations is mainly in the PRC and Mongolia with exposure
spread over a number of customers, which accounted for all
trade receivables for both years ended 31 December 2011
and 2010.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned by
international credit-rating agencies.

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows.

6.
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

6.  FINANCIAL INSTRUMENTS (continued) 6. &Rt TH
(b)  Financial risk management objectives and policies (b)  HAE R A B EH AR K BUR
(continued) (#)
Liquidity risk (continued) RBESER (&)
The following table details the Group’s remaining contractual TRIZHEERIFI AN EEIELT
maturity for its non-derivatives financial liabilities based on SemBERTZERIBER-
the agreed repayment terms. The table has been drawn up ZRBEBEASEREANRZAH
based on the undiscounted cash flows of financial liabilities RemBECRUERBERMES
based on the earliest date on which the Group can be 2 WREMNERACHEERE
required to pay. The table includes both interest and principal
cash flows.
Liquidity risk tables B & %A i 5l 7
More than More than
1 year but 2 years but Total Carrying
Within 1 year less than less than undiscounted amount at
or on demand 2 years 5 years cash flows 31 December
R
—FR3 k4 AENL *RRE +=A=t+-H
EZX BRAER BREER RELE ZEHSE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TAT T T 7
2011 E-F
Non-derivative financial liabilities FiTELRAR
Trade and other payables BHREMENT 38,399 - - 38,399 38,399
Amount due to a non-controlling ER—2 R %Eﬁn BEAN
interest holder 306 - - 306 306
Other borrowing Hipfg & 8,340 - - 8,340 8,000
Convertible loan notes TRRERE 267,369 - - 267,369 242,828
314,414 - - 314,414 289,533
2010 F-TF
Non-derivative financial liabilities FiTELRAR
Trade and other payables g REMENTE 35,304 - - 35,304 35,304
Amount due to a non-controlling R —2FERERREATE
interest holder 306 - - 306 306
Convertible loan notes ARERE 26,832 26,832 482,272 535,936 295,950
62,442 26,832 482,272 571,546 331,560
As explained in Notes 1 and 42, the convertible loan note A0S AEL Kk 4267 B8 i - AT 3R AR B R
holder has demanded for repayment of the convertible loan ZEFA AL ERBRGEREEY
notes according to the terms. BRERERE-
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

FINANCIAL INSTRUMENTS (continued)

Fair value

The directors of the Company consider that the carrying amounts of
current financial assets and current financial liabilities recorded at
amortised cost approximate their fair values due to their immediate or
short-term maturities.

The fair value of other financial assets and financial liabilities is
determined in accordance with generally accepted pricing models
based on discounted cash flow analysis using prices or rates from
observable current market transactions.

The directors of the Company also consider that the fair value of
the long-term portion of financial assets and financial liabilities
approximates to their carrying amount as they are carried at
amortised cost by using the effective interest rate method.

Fair value measurements recognised in the consolidated
statement of financial position

The following table provides an analysis of financial instruments that
are measured subsequent to initial recognition at fair value, grouped
into Levels 1 to 3 based on the degree to which the fair value is
observable.

Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities.

Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

As at 31 December 2011 and 2010, the only financial instrument
measured at fair value is being the derivative component of
convertible loan notes which belongs to level 2 financial instruments.

Derivative component of convertible loan notes

The fair value of the derivative component of convertible loan notes
is determined by the inputs to binomial option pricing model including
spot price, risk free rate, expected option period and expected
volatility. Please refer to Note 29 for the details of the inputs.

SR T H )
A FE

ATBERAER LSRG HIEE -
BRI ATE Y IR REERNSS
BRAEGEY EESERATEEE -

ﬁm%%ﬂﬁﬁ&ﬁ&%ﬂﬁ B2 A FEARES
AEREMERS ZERLH X RIERERE
REREDMARRBEEBRAERE

ARABEZENRE ANEREERDSH
afi}fﬁﬁﬁ%ﬂj-\/ﬂkﬁﬁéﬁiﬁﬂﬁé 4
HERHD 2 AT EERESREE

REEAMBRRERELTE
e
E’\E/Aﬁﬁméﬁi’aﬁ{éﬁgZimﬁlﬁffﬁ
BAVEZABERESR—E2=E o
HrE T3 e

—EATEHENERERE
ERBERERMS2 BE (KA

B) /i

E-BATEHEERHAE—
B2 BES HAERBEL A
B 2 EE 6 A S (BB kR
B A ML (2 (720 18

F=EATENEDEAHALSE
RETRRTISRIR 2 AENAE
BAE (BABE 2 BAE) 2
BT

R FR-F-FFT=A=t—
~m—z@$@ﬁgziwzﬁﬁ7ﬁ
BERRB2ZGESS BE-EEBI

7

AEREREBEZITET AR
R ERZE2TETARH 2 AFE
DERA-EAAEEBERX 2B AR (B
FHREE  ERRAIE  FEA AR AR kT8
HIIE ) B E - A s A B 2 ¥ 1B 5 25
729 °

Annual Report 2011 —ZF——F & 81



Notes to the Consolidated Financial Statements

o 1 B 2 A P

For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

82

SEGMENT INFORMATION

The Group's operating segments, based on information reported

to the board of directors (being the chief operating decision maker

(“CODM")) for the purpose of resources allocation and performance

assessment are as follows:

Banking and finance - Provision of systems integration,

systems integration software development,

services and software software solution engineering,

solutions maintenance and professional

outsourcing services for

the banking and finance,

telecommunications and public

sector clients

Mining operation - Geological survey, exploration and
development of iron, gold and
other mineral deposits (mining
operation), and trading of iron
ore and alluvial gold

Coal operation - Provision of coal trading and

logistics services

The management of the Group monitors the operating results of

its business units separately for the purposes of making decisions
on resource allocation and performance assessment. Segment
performance is evaluated based on the operating profit or loss which
in certain respects, as explained in the table below, is measured
differently from the operating profit or loss in the consolidated income
statement. The Company’s financing (including finance costs and
finance revenue) and income taxes are managed on a group basis and
are not allocated to the operating segments.

For the purposes of monitoring segment performance and allocating
resources between segments, the CODM also reviews the segment
assets and segment liabilities.

During the year ended 31 December 2011, the software solutions for
banks and public sector, and banking and finance systems integration
services which were separately reported in previous year were
combined into the banking and finance systems integration services
and software solutions segment due to the downsizing of the software
solutions and the collaboration of resources. The segment information
for the year ended 31 December 2010 had been restated.
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

7. SEGMENT INFORMATION (continued) 7. ERER
Segments revenues and results 430 LI&]\Z’(%“\
The following is an analysis of the Group’s revenues and results by TREBIIEATZ2FR D H AT 2 RNEBE WA
reportable segments. PES T

Continuing operations
BREERY
Banking and finance
systems integration services
and software solutions Mining operation Coal operation

BIRERMARERRY

HRREBRSE RREH RERB
2011 2010 2011 2010 2011
sg--x e g% S
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
fAx TR FER Bt TR TEr  FER AR

For the year ended 31 December HET-A=1+—HIt

FE

TURNOVER gEE

Sales to external customers ANPRPIELZ HE 53,138 31,922 15,931 - 4,428 - 73,497 31,922

RESULTS &

Segment loss HEEE (2,282) (1,238) (857,221)  (2,966,315) (2,298) - (861,801)  (2,967,553)

Unallocated income KAEBA 37,659 172

Unallocated expenses FAETH (52,242) (39,210)

Finance costs BEKA (70,356) (32,389)

Loss before taxation BREaIER (946,740) (3,038,980
The accounting policies of the reportable segments are the same as —Ifiﬁ/\* Z B TR BT S 3 AT M AR B
the Group’s accounting policies described in Note 3. Segment loss SETBRER - o BEEIEZ D HE
represents the loss from each segment without allocation of central EZJESTE MRS RAERITEAY CEE
administrative expenses, directors’ emoluments, interest income e - FIERMARBERA - LI E RS
and finance costs. This is the measure reported to CODM for the it R RV A BLEREERE 25T
purposes of resource allocation and performance assessment. 250
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

7. SEGMENT INFORMATION (continued)

Segments assets and liabilities

The following is an analysis of the Group’s assets and liabilities by

reportable and operating segments.

Segment assets

Banking and finance systems integration

7. SHERERE ()

ST Vet
BEENAG-
DEEE

2011
e i
HK$’000
FBRT
17 RS BRI

TREINIRAZ2HRLEDIOM 2 A%

2010
T —FTF

HK$'000
THTT

services and software solutions DA K2 8R4 i SR T 2R 31,620 26,373
Mining operation BIE S 613,994 1,403,077
Coal operation PR TS 31,191 =
Total segment assets BoEREE 676,805 1,429,450
Unallocated ROHEL 37,880 287,150
Consolidated assets HRABE 714,685 1,716,600

Segment liabilities

Banking and finance systems integration

DEEE

2011
o i

HK$'000
TET
RITRERRREKARES

services and software solutions DA K2 8R4 AR R T 2R 41,342 38,365
Mining operation FRUE TS 1,858 2,238
Coal operation PR TS 134 =
Total segment liabilities BoOEEE 43,334 40,603
Unallocated ROEL 307,939 448,282
Consolidated liabilities EBE 351,273 488,885
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

7. SEGMENT INFORMATION (continued) 7. SEBER

Segments assets and liabilities (continued) am! ﬁ%&ﬁ & (41)

For the purposes of monitoring segment performances and allocating MEE DRI LR D HBHE D B EIRM

resources between segments: B

= all assets are allocated to reportable segments other than — FRIEW AR 2 5 B ASRIE - B
amounts due from non-controlling interest holders, amount W—2EERIE RITEBREE S
due from a director, bank balances and cash, and assets used AR ZAER 2R D A ERER2E
jointly by reportable segments. BN BEEASRERIZHRS

BB

= all liabilities are allocated to reportable segments other than — REAMEE BN —RIFERER
other borrowing, amount due to a non-controlling interest RAARE ARREXREE T
holder, convertible loan notes, income tax liabilities, deferred ﬁ%ﬁ%ﬁé SRIERIA B F K % (ER]
tax liabilities and liabilities for which reportable segments are EMA/EERAEZBEIN: FTE
jointly liable. E%ﬁ SELERI 23D EL

Other segment information H At 43 35 R

Continuing operations

it BEES

Banking and finance
systems integration services
and software solutions Mining operation Coal operation Unallocated Consolidated

RTREMERRARE

HRRRBARR REEH RrEH
2011 2010 2011 2010 2011 2010 2011 2011
-§--f £ 8- : = -§--F £ 3£
HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
TEn TR Ti#g TEn TEn TEL TER T

For the year ended 31 December ~ EZt-A=t-BILEE
Amounts included in the measure of i EA BEERNFEER
segment losses or segment assets:  TAZEHE:

Depreciation ik 339 405 4,860 1,424 61 - 1,105 1,074 6,365 2,903
Addition of non-current assets TEXRDEE

(excluding addition through (TBEERNE

acquisition of subsidiaries) (Vore) ~ HERTRE) (Hiet) 217 4 36,422 84,273 4,347 - 37 4,009 41,023 88,329
Impairment loss recognised in respect B L5 ENFEZ

of trade receivables HEBE 1,270 - - - - - - - 1,270 -
Wiite off of other receivables M RNER - - - 2,739 - - - o - 2,739

(Gain) loss on disposal/written off of 11 /HEERE RRBEEL
plant and equipment (b= BB (17 - 108 - - - (13) 1,205 8 1,225

Impairment loss recognised in respect BREZEIRRFHEE
of exploration and evaluation assets Bl EEE - - 7,645 - - - - - 7,645 -

Impairment loss recognised in ERAHE L AERE
respect of goodwill - - - 2653767 - - - - - 2653767

Impairment loss recognised in BEARREZRERE

respect of mining rights - - 819,000 287,500 - - - - 819,000 287,500
Reversal of impairment loss BEOERAE AENFEL
recognised in respect of HEEE
trade receivables - (617) - - - - - - - (517)
Note:  Non-current assets exclude financial instruments. Mt FRBDEETEEERMIA
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

7. SEGMENT INFORMATION (continued) 7. SEER @)
Other segment information (continued) At 43 5B &R (1)

Continuing operations

REEERH

Banking and finance
systems integration
services and
software solutions Mining operation Coal operation Unallocated Consolidated
RORERARRREH
NREHBRER BB RER ;
2011 2011 2010 2011
“2--F 3F Z8--f z “2--F
HK$'000 HK$ 000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000
TiEn TAL TEn T ThL TEn TR TEn

For the year ended 31 December EHZT-A=T-RAILEE
Amounts regularly providedto  EEREFEELEREE
CODM but not included inthe ~ {BR:TEATBIEAAHH
measure of segment losses or  BEFAAITALEE:

segment assets:
Interest income HMEKA (118) (15) (47) (145) (73) - (7 (19) (255) (171)
Interest expense FER% - - - - - - 70,356 32,389 70,356 32,389
Income tax expense (credit) B (B%) 510 289 (81,860)  (28,750) - - - - (81,350) (28461
Geographical information b [ R
The Group’s operations are located in Hong Kong, the PRC and AREBEBMUNES PEEET -
Mongolia.
The Group’s revenue from continuing operations from external AEEBELEEBREINBES ZBA
customers is presented based on the location of the operation. TR L E 2 - ERASEIEREE
Information about the Group’s non-current assets is presented based EZEHARAEEEEMEHRME S
on the geographical locations of the assets. ] e
Hong Kong Elsewhere in the PRC Mongolia Consolidated
BA Lt B EL )
2011 2011 2011 2011
—E2--f £ ZB--% -3¢ —B--f ‘ —B--f
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
FhET B THET BT THx BT THx T
Segment revenue HHBA
Revenue from external RENMPEP KA
customers = 338 53,138 31,584 20,359 - 73,497 31,922
Non-current assets (Note) FERDEE () 1,563 2,739 243 374 575,057 1,397,017 576,863 1,400,130
Note:  Non-urrent assets exclude financial instruments. Kt FERBEETEELMIA-
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

7. SEGMENT INFORMATION (continued) 7. SrERER ()
Revenue from major products and services AR 3B i B IR 2 WA
The following is an analysis of the Group’s revenue from continuing UTAARESERA ?}rﬁéﬁﬁﬁﬁﬁiiﬁ%
operations from its major products and services: B R 2 WA 24T
2011
—E——F
HK$’000
FET
Sale of mining products HEREE® 15,931 =
Sale of ATM machines HEBBIEEHK 31,864 9,914
Provision of logistics services RV RS 4,428 -
Rendering of computer technology services 12 £t & s S AT AR 7% 21,274 22,008
73,497 31,922
Information about major customer AREEEFZER
Revenue from customer of the corresponding years contributing over REGAEBEHEBEEREELONA L2
10% of the total sales of the Group is as follows: BEZWAAT :
2011 2010
S i —T-TF
HK$’000 HK$’000
FEx T
Customer A’ KA 15,931 N/ATiE A
1 Revenue from mining operation e K EERIER 2 HA
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For the year ended 31 December 2011 #HZE_—T——F+_A=+—HILFE

8.  TURNOVER AND OTHER OPERATING INCOME 8. ‘3% R H bR Is

Turnover represents invoiced value of goods sold and services EXEEIEHEE M RRERS (B HMBRET
rendered, net of discounts allowed and sales taxes where applicable. ETITMREER (ER) ) 2B EE-
Revenues recognised during the year are as follows: AFEERZWADT :
2011
—E——F
HK$’000
FET
Continuing operations BESEEK
Turnover =
Sale of goods HEEm 47,795 9,914
Rendering of services TR AR TS 25,702 22,008
73,497 31,922
Other operating income S
Interest income A B U A 195 171
Finance lease interest income S REEFR WA 60 =
Reversal of impairment loss recognised BOEERAEZREKZKBEZ
in respect of trade receivables B 1R - 517
Sundry income HEIEUA 9 234
Government grant (Note) B (HiE) 511 952
775 1,874
Note:  Pursuant to the notices issued by the relevant government authorities, MiaF:  BIRERABATHEE L 2B AAF
certain PRC subsidiaries of the Company were entitled to enjoy subsidies ETHENBARZHREFHREME
for provision of specialised information technology services. There is no KRz BB - AEBBEEMERS
further condition that the Group is required to fulfill. Z A&
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

9.  FINANCE COSTS 9. RhEHIA
2011 2010
—E——F —Z—TF
HK$’000 HK$’000
FET FHET
Continuing operations BELSEEK
Interest expenses on borrowings wholly ARAFRNEHEEZ
repayable within five years: BEZMERAE:
— effective interest expense on convertible —ABRREREE
loan notes ERFSMAX 74,864 19,903
— interest expense on promissory notes —EREBEZAERAXT - 12,032
— other borrowings —HEiEE 41 454
Total borrowing costs BEK A B 74,905 32,389
Less: amounts capitalised B ENMEz 2% (4,549) =
70,356 32,389
Borrowing costs capitalised during the year arose on the general FAMERNMEEBERAKRE —REE I
borrowing pool are calculated by applying a capitalisation rate of BB R ERNR26.51%:T A& BIREER
26.51% per annum to expenditure on qualifying assets. Fo
"y, A VN =
10. LOSS BEFORE TAXATION 10.  BrBLHi i H
2011 2010
—E——F —E—TF
HK$’000 HK$’000
FET FHET
Continuing operations BELSEEK
Loss before taxation has been arrived PR 7% A &S 18 B H0BR

at after charging:

Auditor’s remuneration % 2R AT B & 1,123 950
Cost of inventories sold BEEHTFERAN 48,103 10,092
Total depreciation BT E 11,274 3,723
Less: depreciation capitalised as inventories i : B2t ATEE 2T E (4,909) (820)
Depreciation charged to the consolidated RireWam RNk 2T E

income statement 6,365 2,903
Directors’ emoluments (Note 16) E=2Me (A1iF16) 4,705 9,649
Exchange loss bE X E518 381 881
Impairment loss recognised in respect of B#RE ZEMKIE REEE

trade receivables 1,270 -
Write off of other receivables it 8 HL Ath e W sk IE - 2,739
Loss on disposal/written off of plant and e MR E & & E

equipment ELZEIE 78 1,225
Payments under operating leases in respect of & 4% & 7 & 18 :

— land and buildings — i RET 4,877 4,660

— plant and machinery G 1,188 =
Staff costs (excluding directors’ emoluments) B T A (TEEEZEEHE)

(Note 15) (Hia£15) 23,585 24,621
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For the year ended 31 December 2011 HZ —ZT——F+_A=1+—HILFE

4H D,
11. INCOME TAX 1. Fif3st
2011
—E——F
HK$’000
FET
Continuing operations BESEEK
PRC Enterprise Income Tax FESERER
— current — 7R Hj 359 268
— under-provision in previous years —BAEFERETE 151 21
Mongolia Economic Entity Income Tax SHEEBRIEM
— current — 7R Hj 27 =
— under-provision in previous years —BAEFERETE 40 -
577 289
Deferred tax (Note 33) EERITE (f77£33) (81,927) (28,750)
Income tax credit FiSHiEE (81,350) (28,461)
(i) Pursuant to the rules and regulations of Bermuda and the (i) REARELREBERZHES ([K
British Virgin Islands (the “BVI”), the Group is not subject to BELZES]) 2R RBH - A&
any income tax in Bermuda and the BVI. EEERARENEBRE IS
MR TS HL
(ii) No provisions for Hong Kong Profits Tax have been made for (ii) HAREE B Z KB A AR MR {E
subsidiaries established in Hong Kong as these subsidiaries FERNGEEFBRNESFER
did not have any assessable profits subject to Hong Kong ZERBRH - W ERZEN B
Profits Tax during both years. RNEFHR BB AE T A
(i) Profits of the subsidiaries established in the PRC and (i) PR B R S B 2 B A B 2
Mongolia are subject to PRC Enterprise Income Tax and FEDRIBMMTRRECERBHERS
Mongolia Economic Entity Income Tax respectively. HEEREMREH-
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

FELI e
11. INCOME TAX (continued) 11. s s
The income tax credit for the year can be reconciled to the loss before FRFTS TR 2 BAR & et R 2 R T AT
taxation per the consolidated income statement as follows: BHERNT

2011 2010
—2——F —T-FF
HK$’000 HK$’000
FExT FHEIT
Loss before taxation from continuing HEQEERE ZBRTAIEE
operations (946,740) (3,038,980)
Tax credit at rates applicable to loss REBAA AR EBREARE
in the jurisdictions concerned AEZRIEES (100,826) (478,867)
Tax effect of income not subject to tax BARMBA 2 RBETE (6,197) (131)
Tax effect of expenses not deductible A HRAS 2 R E
for tax purpose 25,339 450,513
Tax effect of tax losses and deductible RUER 2 BB B R AT
temporary differences not recognised TR EEBE BT E 143 3
Under-provision in previous years BEFERETR 191 21
Income tax credit for the year (relating to FREHEE (BFE
continuing operations) EEEIEERR) (81,350) (28,461)
12. DIVIDENDS 12. BB
No dividend was paid or proposed during both years ended 31 HE-_T——FRk=_ZT—ZFF+=A
December 2011 and 2010, nor has any dividend been proposed since =+ HLEFETEERSBRRE B
the end of the reporting period. WEMRARIDERZREBEARE -
13. DISCONTINUED OPERATIONS 13. B&IER
On 23 November 2009, the Company entered into a sale and RZZZNFE+—AZ+=H  AARHEE
purchase agreement with Marigold Worldwide Group Limited BmELA (TFAARR AR AR R Integrated
(“Marigold”), a company which was wholly and beneficially owned by Asset Management (Asia) Limited 2 &z
Mr. Yam Tak Cheung who was also the beneficial owner of Integrated BAN)E2EE A ZMarigold Worldwide
Asset Management (Asia) Limited, the controlling shareholder of Group Limited ([Marigold | ) 5] 37 B & 1%
the Company, whereby the Company had conditionally agreed to sell FHOBUIARREAKGEREHRE M
and Marigold had conditionally agreed to buy the entire interests in Marigoldi2, & 14 {4+ [F & & B Green Global
Green Global Agro-Conservation Resources Limited and Green Global Agro-Conservation Resources Limited}z
Bioenergy Limited and their subsidiaries (hereinafter collectively Green Global Bioenergy LimitedA &z A
referred to as “Disposal Groups”) including the amounts owing by AZHBAR (A THABIHEEE]) 2
the Disposal Groups to the Group excluding the Disposal Groups (the g PRLESEERAEE (TRE
“Remaining Group”) for a consideration of HK$180,000,000. The HEEE) (R TEEZz2&E REA
Disposal Groups carried out the agro-conservation and bio-energy 180,000,000/ 7T » &£ E BHEITRER
operation which were also discontinued on 23 November 2009. EREMERELE BEREBNIR =TT
NE+—A=Z+=B#&Ik-
The disposal was approved by the shareholders of the Company in the HESHEEARRRRER=-_ZT—ZFF—H
special general meeting held on 20 January 2010 and was completed ZHHBITZRERENAS LA TR
on 24 March 2010. e S IR e
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

ORI E® (w0

13. DISCONTINUED OPERATIONS (continued) 13.

The results of discontinued operations for the year are as follows:

FADKIEEBZEREANT !

Agro-conservation Bio-energy Total
BERE EMER st
2011 2011 2011 2010
-2—-F -E—-%F —2—-%
HK$’000 HK$’000 HK$’000 HK$’'000 HK$'000 HK$'000
Tz FHT Tz FHT THT FHT
Turnover EEE - - - - - -
Other operating income H @ las - 4,386 - 42 = 4,428
Administrative expenses THER - (4,893) - (1,048) - (5,941)
Other operating expenses HiEE &R - (180) - - - (180)
Loss from operations TEERE - (687) - (1,006) - (1,693)
Reversal of loss on BEEN G ENTER
remeasurement to fair value HEKAZERE
less cost to sell - 1,757 - 195 - 1,952
Share of loss of a jointly il —REREFEEER
controlled entity - 2) - - - (2)
Profit (loss) before taxation from 48 1F %75 2 B Ail i 7
discontinued operations (F58) - 1,068 - (811) = 257
Income tax credit FiEHiEE - 25 - - - 25
Profit (loss) for the period/year 1%,/ EREF (i) - 1,093 - (811) = 282
Attributable to: AT AL RS
Owners of the Company AAREEA - 1,093 - (634) = 559
Non-controlling interests JEE iR - - - (277) - (277)
- 1,093 - (811) - 282
Profit (loss) for the year from discontinued operations include the BRI 2 FNmA (EE) 2iE THI%
following: 18 :
Agro-conservation Bio-energy Total
BERE EMEER @t
2011 2010 2011 2010 2011 2010
= —F-%F —2—-F “F-%F —2—-F —F-%F
HK$'000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
FHT THT THRT BT FHT BT
Auditor's remuneration Al E - - - 8 - 8
Write off of other receivables (35 E 1 fE MR 0B - 180 - - - 180
Staff costs BIMA
- Wages and salaries ~-IERES - = - 180 - 180
— Retirement benefit —RIKBRIF B
schemes contributions - - - 8 - 8
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

13.

14.

DISCONTINUED OPERATIONS (continued) 13. EA&ILZER @
The cash flows of the discontinued operations was as follows: BERIEFEBZREREWT ¢
2011 2010
—E——fF —T—TF
HK$’000 HK$’000
FHET FHET
Net cash inflow from operating activities KEEB 7 REMAFE - 879
Net cash inflow from investing activities KEEEHZHESTRANFE - 2
Total cash inflow HemABRE - 881
No income tax charge or credit was arisen from the disposal of the HEEBENHERTEEEMER I K
Disposal Groups. o
s _
LOSS PER SHARE 14. HBEHR
From continuing and discontinued operations REFERE ROC&RIEER
The calculation of the basic and diluted loss per share attributable AEERNRHEEARGBREARE S
to the owners of the Company for the year is based on the following BRI A NIRRT E ¢
data:
2011 2010
—E——fF —T—TF
HK$’000 HK$’000
FHET FHET
Loss 518
Loss for the year attributable to the owners — ZANA &I A A JE(GEE E1E
of the Company (865,316) (3,009,777)

Number of shares SR 2 ¢E]
Weighted average number of ordinary shares FRIAT EFMREAREE 2
for the purpose of basic loss per share 38 IR AN HE - 15 % X 999,018,150 687,011,285
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For the year ended 31 December 2011 HZE —ZT——F+_A=1+—HILFE

14.  LOSS PER SHARE (continued) 14. ®BRER @)
From continuing operations oK H i R RS
The calculation of the basic loss per share from continuing operations FARARIHEB AERREFELEER
attributable to the owners of the Company for the year is based on the ZEBRERBBIIRATERTH -

following data:

2011

2010

=4 —T-TF

HK$’000 HK$'000

FET

Loss for the year attributable to owners of ARRHEA ARLFEEEE

THET

the Company (865,316) (3,009,777)

Less: profit for the year from discontinued B ARRER ARMGERL
operations attributable to owners of the X2 FE R (Hit13)

Company (Note 1.3) - 559
Loss for the year for the purpose of basic loss FIAGTE K BFEK L EE 2

per share from continuing operations FRENEEZ FEEIE (865,316) (3,010,336)
The denominators used are the same as those detailed above for AL SE EMARGESRELREES
basic loss per share. el
From discontinued operation RKECKIEER
There is no discontinued operation for the year ended 31 December HE—_Z——F+_A=+—HLEFEL
2011. BERIEER-
For the year ended 31 December 2010, basic earnings per share HE-_ZT—ZTF+_A=+—HLFE"
for the discontinued operations was HK0.08 cents, based on the - /N ﬂ%ﬁ/\%ﬁ?ﬁ BERIEEBZF
profit for the year from the discontinued operations attributable to J& 34 F 49559,0005% 7T & £ X Frafilist &
the owners of the Company of approximately HK$559,000 and the EREREEAASTHHE BRIEER
denominators detailed above for basic loss per share. ZBRERBRFN H0.08% 1l -
The computation of diluted loss per share does not assume the BRI TIERITERBREA R LR B E
exercise of the outstanding share options, the conversion of the ?kEF&TLTWE?E%ﬁEQZ%%?E o
convertible loan notes and the conversion of convertible preference D R ETE S IR S B R R I R T
shares since their exercise would result in a decrease in loss per FEARITEERE AR SRR ERER
share. The basic and diluted loss per share are the same. Rl e @A AR - G AR E A R #EE B8R

e
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15.

STAFF COSTS (EXCLUDING DIRECTOR
EMOLUMENTYS)

WA (A EE#E S

2011 2010
e i

—T—TF
HK$’000 HK$’000
FERT FH&T

Continuing operations BELSEEK

Wages and salaries TERFH® 21,474 20,804

Retirement benefit schemes contributions RIRTEFIFT IR 2,111 1,636

Share-based payments & 17 1~ 7K - 2,181
23,585 24,621

The subsidiaries in Hong Kong operate the MPF Scheme which are
available to qualified employees. The assets of the schemes are

held separately from those of the subsidiaries in independently
administered funds. Monthly contributions made by the subsidiaries
are calculated based on certain percentages of the applicable payroll
costs or fixed sums as stipulated under the relevant requirements, as
appropriate.

Pursuant to the regulations of the relevant authorities in the PRC

and Mongolia, the subsidiaries of the Group in these countries
participate in respective government retirement benefit schemes (the
“Schemes”) whereby the subsidiaries are required to contribute to the
Schemes to fund the retirement benefits of the eligible employees.
Monthly contributions made to the Schemes are calculated based on
certain percentages of the applicable payroll costs as stipulated under
the requirements in the PRC and Mongolia. The relevant authorities
of the PRC and Mongolia are responsible for the entire pension
obligations payable to the retired employees. The only obligation of
the Group with respect to the Schemes is to pay the ongoing required
contributions under the Schemes.

The retirement benefit schemes contributions represent gross
contributions by the Group to the Schemes operated by the relevant
authorities of the PRC and Mongolia and the MPF Scheme operated in
Hong Kong.

Details of the Company’s share options granted to the employees of
the Group are set out in Note 34.

AEBZFEWBAREFERESHIIH
BERERZM-FEEELRNMBARZ
BENF BABLERESKHE -HWEAQR
BRARERFMR X 2B TED LEH#
IR AR AR E 5T AR 2 Bl FE R B A R (AR
ERBERME)

REFEREHERERZMRP AEHE
2 F R B B8 X B 78 2 AR RE DR T AR AR A8 A
st ([ZFrE])  ZEMBARARLT
AZEAEELHER RAEREREZER
KEMRERES BARZEAEELZ
WA T2 B R 5 AR E /T PR 2 A i B
X ZETEALAE -FEERKHERE
RAaEmEKEEXNE2HMEREEE-
AEBHZEMBZE—BERFES
% ERT B FTHRE 2 Ko

BAREMET B EFEARRE A AT ERR
HEMERER RSN RN EBER
ZRESFEEL 2 R EE -

ARBRTFAEMES 2 BEREABERR
B34 o
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16. DIRECTORS’ AND SENIOR MANAGEMENT’S 16. EHELEHREHENEBMNSE

EMOLUMENTS
(a) Directors’ emoluments (a) EHEME
The emoluments paid or payable to each of the eight (2010: ENKENNEZE (ZE—FF:
eleven) directors were as follows: T—R)EZFZ2ME 5 RIFHY a0
T
For the year ended 31 December 2011 HE-_T——F+=-A=+—HL
FE
Salaries, Retirement
allowances benefit
and other schemes Share-based
benefits contributions payments Total
& ZRR BARER
fok HitbEH IR RB R #E
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHT THT THT THT FHT
Executive directors HTES
Mr. Tse Michael Nam HEELE - 2,730 12 = 2,742
Mr. King Jun Chih, Joseph SHZEE (RZE——F
(resigned on 27 January 2011)  — A=+t HE(T) - 280 1 - 281
Mr. Yang Xiaogi BRELE - 936 - - 936
Non-executive director FHTES
Mr. Wu Chi Chiu HESIEAE 245 - - - 245
Independent non-executive BUFHTES
directors
Mr. Lim Yew Kong, John Lim Yew Kong, JohnZt 4 150 - - - 150
Mr. Mak Ping Leung BRREE 150 - - - 150
Mr. Leung Po Wing, Bowen Joseph &5 % 4 150 - - - 150
Mr. Chan Kwan Hung BE%EE (RZF——%F
(resigned on 27 January 2011) ~ — A=+t HE(T) 50 - 1 - 51

745 3,946 14 - 4,705
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For the year ended 31 December 2011 HE T ——F+_A=+—HIEFE

16. DIRECTORS’ AND SENIOR MANAGEMENT’S 16. EHEREEHFEHANEBMNSE

EMOLUMENTS (continued) (%)
(a) Directors’ emoluments (continued) (a) $@H% 4)
For the year ended 31 December 2010 H= —ZEFF+-A=1+—H1t
iE
Salaries, Retirement
ElENIVES benefit
and other schemes Share-based
benefits  contributions payments
e ; |
HK$'000 HK$'000 HK$'000 HK$'000
THT THT oy THT
Executive directors HTES
Mr. Tse Michael Nam HEFLE - 2,730 12 = 2,742
Mr. Puongpun Sananikone Puongpun Sananikone’t & (IR =%
(resigned on 26 March 2010) —SEZ A=+ HET) = 185 = - 185
Mr. King Jun Chih, Joseph SHzEE(RZZ—FF
(appointed on 1 March 2010 and ~ =A—BEZE ¥R
resigned on 27 January 2011) “E——F—-RZt+LHEF) - 3,067 10 - 3,077
Mr. Chan Kwan Hung BREBEE (RZE—ZF
(appointed on 26 March 2010 and = A=+ ABEZE TR
resigned on 22 October 2010) “Z-SET At ZHEM) - 1,356 8 - 1,364
Mr. Yang Xiaogi BREEEE (RS —FF
(appointed on 22 October 2010) +A-+-BEZE) - 338 - - 338
Non-executive director FHTES
Mr. Wu Chi Chiu HESEE (K225
(appointed on 22 October 2010) +A-+=-HEZE) 29 = = = 29

Independent non-executive directors B L TES

Mr. Lim Yew Kong, John Lim Yew Kong, JohnZt 4 150 - - 426 576
Mr. Albert Theodore Powers Albert Theodore POWEFS%E
(resigned on 1 March 2010) (RZZ-Z5=F—H#H) 25 = = = 25
Mr. Mak Ping Leung BRREE (R=ZF—S45=A
(appointed on 1 March 2010) - E ﬁ;&) 126 = = 426 552
Mr. Leung Po Wing, Bowen Joseph x4 (R=Z-Z%F=R
(appointed on 26 March 2010) _+/\ REZ) 115 - - 427 542
Mr. Pang Seng Tuong Pang Seng TuongZt &£ (R=Z—ZF
(resigned on 26 March 2010) =RAZt/BEf) 35 = = = 35
Mr. Chan Kwan Hung BB EE (R=F—ZSF+A
(appointed on 22 October 2010 —+-REZ E TAZE——F
and resigned on 27 January 2011) — A =T EE(E) 184 - - - 184
664 7,676 30 1,279 9,649
No directors waived or agreed to waive any emoluments BE-T——GR-T—THF+=
during the two years ended 31 December 2011 and 2010. A=+—HIMEFE HSEES

MELFBRETAME -
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16. DIRECTORS’ AND SENIOR MANAGEMENT’S 16. EHEREHEHFEHANEBEMNSE

EMOLUMENTS (continued) (%)
(b)  Senior management’s emoluments (b)

Of the five individuals with the highest emoluments in the

Group, two (2010: four) were directors of the Company

whose emoluments are set out above. For the year ended

31 December 2011, the emoluments of the three (2010:

one) highest paid individuals, which are individually below

HK$1,000,000 were as follows:

AR BN B I &
AEBREZRSFHALERBAR
AMABES (—F—ZFF:10%7)
BEZHMEFH TR X -BE—
Z——F+_A=+—HILFE"
ZEERTMAL (ZE—FF:
—%)zM<E (@R 2 M<BER
1,000,000/ 7T ) tA T

2011
e i

HK$’000
FEx

Salaries, allowances and other benefits %% ~ 28 & E i 42 7]
Retirement benefit schemes contributions & fR 42 |5t 2l £t 7%

1,702 574
21 6

1,723 580

(C)  No emoluments have been paid by the Group to any directors (c)
or the five highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss of the
office during the two years ended 31 December 2011 and
2010.
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

17. PLANT AND EQUIPMENT 17. W Mkt

Furniture,

fixtures and
Mining Construction Leasehold office Motor Plants and
structure in progress  improvements equipment vehicles machineries

B BERE
LR ERIR HAENRKE  RMAEREG AE REREE
HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000
AT TET TET T T ThT TET

COST
At 1 January 2010 - - 1,483 15,823 4,697 - 22,003
Additions AE - 39,976 2171 2,064 4,804 35,824 84,839
Written off s - - (458) (195) (2,712 - (3,365)
Acquired from acquisition of EE—FERB ARG
a subsidiary - - - - - 16 16
At 31 December 2010 RZ%-%%
+-A=t-H - 39,976 3,196 17,692 6,789 35,840 103,493
Additions NE - 24,006 - 238 4,882 11,897 41,023
Disposals HE - - - (67) (231) - (298)
Transfer 3 13,596 (13,596) = = = = =
Exchange realignment EHRE - - 5 139 46 - 190
At 31 December 2011 W=%——%
+-A=1+-A 13,596 50,386 3,201 18,002 11,486 47,737 144,408
ACCUMULATED DEPRECIATION ZRITE
At 1 January 2010 R-E-24£-A-A - - 1,397 15,226 2,322 . 18,945
Provided for the year FRERE - - 328 497 1,225 1,673 3723
Eliminated on written off e - - (408) (437) (1,595) - (2,140)
At 31 December 2010 RZZ-2F
+-R=t-AH - - 1,317 15,586 1,952 1,673 20,528
Provided for the year EE 970 - 797 759 1,058 7,690 11,274
Eliminated on disposals hEREHH - - - (13) (113) - (126)
Exchange realignment EXRE - - 5 125 “ - 171
At 31 December 2011 W=%——%
+-A=1+-A 970 - 2,119 16,457 2,938 9,363 31,847
CARRYING VALUES REE
At 31 December 2011 RZB—%
+-A=1+-8H 12,626 50,386 1,082 1,545 8,548 38,374 112,561
At 31 December 2010 RZ%-%%
R =g e - 39,976 1,879 2,106 4,837 34,167 82,965
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For the year ended 31 December 2011 #HZE_—T——F+_A=+—HILFE

17. PLANT AND EQU]PMENT (continued) 17.

The above items of plant and equipment are depreciated on a
straight-line basis at the following rates per annum:

Mining structure 10%
Leasehold improvements 33%/3% or over the lease terms,
whichever is shorter
Furniture, fixtures and office 20% to 33%/3%
equipment
Motor vehicles 33%/3%
Plants and machineries 10%
18. FINANCE LEASE RECEIVABLES 18.

The Group acquired certain of the motor vehicles of HK$5,665,000
and leased out under finance leases. The average term of finance
leases entered into is 2 years. All interest rates inherent in the leases
are fixed at the contract date over the lease terms.

W 5 M i
A LR R ﬁﬁﬁuaﬁiﬁuTif
SHEHTE

B EY 10%
TEmEERE 331/ %k A EH - AR
REABE

R BEEEE  20%=33Y/:%

RE 331/3%
R E K es 10%

il B K

7 55 @ Uk B8 & T {E{E5,665,0007%8 1.2 /%
B WHUREREHM el mERET
HEPAME - RJHBEH BEEREZ—
PN F R 72 & HA RS 8 [E e IR -

2011
—_gE——5F

HK$’000
FEx

Analysed as: DA
Current mE
Non-current IER B

2,826 =
1,685 =

4,511 -

Present value of minimum

Minimum lease payments lease payments

BEHS BEHSHE

2011

S
HK$'000
Fi57

2010 2011 2010

—E-TF ZB—-§ —T-TF

HK$'000 HK$’000 HK$'000

Finance lease receivables comprise: &84 78 & fE W IA R IE

FET FET FET

Within one year —ER 2,914 - 2,826 =

In more than one year but HBiR—FE
not more than two years TR B 1,701 - 1,685 =
4,615 - 4,511 -
Less: unearned finance income W RARERZBERA (104) - N/ATEA N/A 7NiE

Present value of minimum lease RIEESERFKIBRE
payment receivables 4,511

- 4,511 -
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

18.

19.

FINANCE LEASE RECEIVABLES (continued)

Effective interest rates of the above finance leases is 2.76% per
annum.

No contingent rents were recognised in income for the two years

ended 31 December 2011 and 2010.

No impairment loss was included in the carrying amount of the above
finance lease receivables as at 31 December 2011 and 2010.

There was no unguaranteed residual values of assets under finance
leases as at 31 December 2011 and 2010.

Finance lease receivables were secured over the motor vehicles
leased. The Group is not permitted to sell or repledge the collateral in
the absence of default by the lessee.

MINING RIGHTS

18.

19.

HK$'000
TATT

ﬁﬂﬁ*ﬂ%%ﬂ& KIH (i
aﬂé%ﬁiaz/aﬁ%ﬁu@@%zmﬁo

BE_Z——FRk - T-ZFTF+_A
=+ —HIEMEFELER WA RERE
A AEE -

REZE——FR=—F TF T - A=+1—

H I SR E R R AT A iR B 7 & IR

HAAREE

E’\qufi)} —TE+_A=+—
THEHRS IﬁTﬁF‘ZT‘ﬁ%fﬁfﬁi’]Eﬁ

%f%f’

AT LA B & TH S R R IR (R A o R
AL EEN2BERT AEEABHE
SEREA R -

PRIEHE

COST ﬁJiZME
At 1 January 2010 RZZE—ZTF—H—H 1,518,791
Addition during the year ﬁﬁqm 2,527
Acquired from acquisition of a subsidiary I BE —REKT B A R AT 32,610
At 31 December 2010 and RZZE—ZTF+-_A=F+—HK
31 December 2011 —T——f+=ZHA=+—H 1,553,928
AMORTISATION AND IMPAIRMENT 8 RORE
At 1 January 2010 RZZE—ZTF—H—H
Amortisation provided for the year FRFHREHE 2,036
Impairment provided for the year FRFHRRE 287,500
At 31 December 2010 R=ZZT—ZTF+-_A=+—H 289,536
Amortisation provided for the year F AR 4,178
Impairment provided for the year FAFTREE 819,000
At 31 December 2011 RZZT——F+=A=+—8H 1,112,714
CARRYING VALUES IRMEE
At 31 December 2011 === A ==E 441,214
At 31 December 2010 R-ZE—ZF+=-A=+—8 1,264,392
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

19.

102

MINING RIGHTS (continued)

Amortisation of approximately HK$4,178,000 was capitalised in
the finished goods for the year ended 31 December 2011 (2010:
HK$2,036,000).

The mining rights represent mining licenses 15333A acquired in 2009
and 15449A acquired in 2010 by acquisition of a subsidiary for the
stripping of an iron ore and alluvial gold mines respectively located in
Mongolia. The mining licenses will expire on 4 December 2039 and

1 February 2040 respectively. The iron ore mine commenced trial
production during the year ended 31 December 2011.

During the two years ended 31 December 2011 and 2010, there were
indications of impairment in the iron ore mining rights and impairment
testing was disclosed below.

Impairment testing of mining rights in relation to
stripping iron ore

The directors of the Company were of the opinion that, based on

the valuation report for the mining rights of stripping iron ore as

at 31 December 2011 issued by Greater China Appraisal Limited
(“Greater China”), an independent valuer, the recoverable amount

of the mining right was lower than the carrying amount in the
consolidated statement of financial position as at 31 December 2011
and therefore impairment loss of HK$819,000,000 was recognised
(2010: HK$287,500,000).

The recoverable amount of the mining rights of stripping iron ore

is determined from value-in-use calculations. As extracted from
Greater China’s valuation report for the recoverable amount as at 31
December 2011, the Group prepared cash flow forecast derived from
the most recent available financial budgets approved by management
and cash flows beyond 5-year period are extrapolated using zero
growth rate over thirty-four years assuming the extension of mining
licenses is available and administrative in nature. In preparing the
forecast, management made reference to the mineral reserves
presently verified and the future production capacity according to the
technical report issued by SRK Consulting China Ltd (“SRK”). The
key assumptions for the value-in-use calculation are those regarding
discount rates, anticipated changes to future selling prices and
anticipated production capacity, as follows:

- Management use a discount rate which is derived as the
Company’s cost of capital, representing the expected return
on the Company’s capital, and assigned pre-tax discount rate
of 27.15% for the year ended 31 December 2011 (2010:
23.95%).

= Future selling prices were estimated with reference to existing
and past quoted commodity prices of the mining industry.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZi & RiRRARA A

19.

PRIEHRE (a0
HE-Z——F+-A=1+—HILFE 4
4,178,000/ 7t (= Z —Z 4 : 2,036,000
BIT) 2 BHE N KmPERL -

FEEEZEARE —FHMNBARIMR =
THE W 2 BB Al 5 15333A RN =
—ZFE W 2 FRIET Al 55 15449A  AI BB R
ﬁrﬁ}mfjﬁéiﬂEZiﬁ}%&E)iw%oﬁwﬁééﬁﬂ
BORR_ZE=NF+_AMNAR=ZEN
TEZF— EIE/% HEZT——F+=
A=+—RHIEFE Z#ERRHE-

BE_T——4k-_F-ZTF+-A
=t AUEMEFE AFRBRERE
BRERAERE - BRI T SO EE

AR 8 K BH R S Z R 5 BE
EREESY

KAREEZRE BREBL(GEMEE
EWE‘EIZELE(L%ﬁiﬁféj)ﬁﬁ?éﬁﬁéi
FREE s REERN T ——F+_ 8
=t+—BZHERS  HKEEZATKRES
BERARER-_ZT——F+=-_A=+—8H
REMBRRRZREE BB R
B E518819,000,000/ 7T (=T —F 4F :
287,500,000 7T ) ©

B2 K A SR 2 PRI A 2 R U [l 2 B T iR
EREEFSEEEE HEETEGE
WMERMRR_E——F+A=+—HBzZ
A E R AEBEERSIBHKERAR
HEZHMBEEGRBARESRE B8
IFHEZzZRAERENRTEREIED
=TOERE - 2R RREERT ] R A T
REBTHILE - GREAR - EEAER
Z 5 B EX B AR R SRK Consulting China Ltd
([SRK ) 8 5= 2 B i ¥R 5 B 7E < BE ¥ 42 el
ENRKRER - EREBEFAEEZZEEZR
% B AL IR R R R R (B R TA HAEE A2 < T Af
ZEER - HIWT

— EEABFAMBEEXRNIEADA
ZEAKA(NEARREARZTE
HEHK) RBE—_T——F+_8
:+75¢¢F2% TE L AT BB &
27.15% — T4 :23.95% )
we

= AREBTIESER A FBERSE
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

19.

20.

MINING RIGHTS (continued)

Impairment testing of mining rights in relation to

stripping iron ore (continued)

- Future production capacity estimation was made in
accordance with the feasibility report issued by SRK. The
estimated production capacity per annum is expected to be
1.5 million tones in 2011 (2010: 1.5 million tones).

- Cost estimation was made in accordance with the current
market demand and condition. Additional cost is expected for
the transportation of product to locations more accessible to
buyers due to the keen competition condition and relatively
small operation during the year ended 31 December 2011.

EXPLORATION AND EVALUATION ASSETS

19. $RORHE (m
ﬁ%%%%%ﬁﬁzﬁﬁﬁﬁ
{E{BIJ ENE

*XE Eft st TR 1B SRKEE H 2 7]

THEREEL - AFtER T ——
ifjﬁ,ﬁﬁﬁﬁl,soo,oooumﬁ (=%
—Z4F 1 1,500,000 ) °

B AR #2 BR 3R B T 3% T SR SR L Ak
STeHARBE-_ZT——F+=A
=ET—BIEFEERFH BEK
RS D - B S TR EA TR ERE AN
AEEREERAEER -

20.  HpR LAl R

COST ﬁJiZME
At 1 January 2010 RZZE—ZTF—H—H =
Addition during the year il?\]m 963
Acquired from acquisition of a subsidiary I BE —REKT B A R AT 6,682
At 31 December 2010 and 31 December 2011 R-ZT—TEFE+-_A=+—HBR
—E——F+ZA=+—H 7,645
IMPAIRMENT AT
At 1 January 2010 and 31 December 2010 RZZE-—ZTF-—H-HK
—T—FTF+_-_A=+—H
Provided for the year FRFHR 7,645
At 31 December 2011 RZE——F+=R=+—H 7,645
CARRYING VALUES IREE
At 31 December 2011 RZE——F+=-A=+—H -
At 31 December 2010 R=ZZT—ZTF+-_A=+—H 7,645

The directors of the Company were of the opinion that considering
the financial position of the Company, there are changes in allocation
of financial resources within the Group. The substantial financial
resources to further explore the area under the exploration licenses
are neither budgeted nor planned and the management decided to
discontinue such exploration activities. The exploration and evaluation
assets of HK$7,645,000 was impaired during the year ended 31
December 2011 (2010: nil).

NRIEERA KEBARQR M B
T AEBATI B E RSB FTEE - K
U B BRI E — T B RERET &
TzEE MBEBERTNEREE itz
o EBEERTERIELEBEIMTEES - &
e e = e e T ]
B HEEET,645,0008 LB RE (ZF
—TF |
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For the year ended 31 December 2011 #HZE_—T——F+_A=+—HILFE

21. GOODWILL

21. W&

HK$’000
THT

COST RAE
At 1 January 2010, 31 December 2010 and RZE—ZTF—HA—H —ZT—ZF+=A8
31 December 2011 =t+—HERZZE—F+=-A=+—H 2,666,539
IMPAIRMENT A
At 1 January 2010 RZZE—ZTF—H—H 12,772
Provided for the year FR aﬂ'h 2,653,767
At 31 December 2010 and 2011 R=ZT—ZTFER_F——F
+=—A=+—~H 2,666,539
CARRYING VALUES BREE

At 31 December 2011

R-B——&F+_A=+—H -

At 31 December 2010 i

ET—ZTE+=-A=+—8 =

Impairment testing of goodwill

For the purposes of impairment testing, goodwill set out above has
been allocated to one (2010: one) individual cash generating unit

as at 31 December 2011. The carrying values of goodwill (net of
accumulated impairment losses) as at the end of the reporting period
allocated to these are as follows:

7 Ak 0
REMAEAN EXFRIZERER
—E——Ft-A=t-AHRE—EE
TRGEABM (ZE—FF: @) <1
|EER - B2 IREE (I REHRER
18) A T B85

2011
—EgE——5F

2010
—E-FF
HK$’000
FHEIT

HK$’000
FEx

Mining operation Y
— North Asia Resources Group Limited (the — It EEREBBRAA
“NAR”) and its subsidiary (the “NAR Group”) (MHEEER]) R H
M@~ e ([dEE &R
£81) - =
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

21.

GOODWILL (continued)

Mining operation of stripping iron ore

The directors of the Company were of the opinion that, based on the
business valuation report for NAR Group as at 31 December 2010
issued by Greater China, the recoverable amount of NAR Group was
lower than its carrying amount in the consolidated statement of
financial position as at 31 December 2010 and therefore impairment
loss of HK$2,653,767,000 was recognised.

The recoverable amount of NAR Group was determined from value-in-
use calculations. As extracted from Greater China’s valuation report
for the recoverable amount as at 31 December 2010, the Group
prepared cash flow forecast derived from the most recent available
financial budgets approved by management and cash flows beyond
5-year period were extrapolated using zero growth rate over thirty five
years assuming the extension of mining license would be available
and administrative in nature. In preparing the forecast, management
made reference to the mineral reserves presently verified and the
future production capacity according to the technical report issued by
SRK. The key assumptions for the value-in-use calculation were those
regarding discount rates, anticipated changes to future selling prices
and anticipated production capacity, as follows:

- Management used a discount rate which was derived as the
Company’s cost of capital, representing the expected return
on the Company’s capital, and assigned a pre-tax discount
rate of 23.95% for the year ended 31 December 2010.

- Future selling prices were estimated with reference to existing
and past quoted commodity prices of the mining industry.

- Future production capacity estimation was made in
accordance with the feasibility report issued by SRK. The
estimated production capacity per annum dropped to 1.5
million tones in 2010 because of new hydro-geological
condition limitation noted by the directors in the pre-
production during the year ended 31 December 2010.

21.

PR (o
ﬁ i &%%Fa‘ﬁ?ﬁé%tb)%zi’”ﬂ%%i‘%
AAEFRA REAEFEAABLL

Eﬁéﬁigﬂ —ZTF+_HA=+—H
ZEBEERS itﬁﬁﬁxﬁ‘§@ZTH&@
SHRERER - ZT-—ZTF+_HA=+—H

RE BSIRRR 2 BREE - B I BRI
{E/E5182,653,767,000/ T °

EFEREER 2R E SR TYIREREE
FHEOREE - BIEENERERS AT
R-ZF-—TF+_A=t+t—HzakEs
BASEREIHKEEABH]EZH
BRERANEARSRE BEAFHMHE
ZHEREBARTEEREL=+HFHE
BB RRRER A BN EER BT
BIEE - RETRAR - BEIEAB2ERER
ERIESRKE R 2 BT 3R & B E 2 Y&
BMERAKREEL - ERAEEFEEZER
BRREMBR R AREERAREL TR
HIRS AR I T:

- EEABMARRBERTRARE
ZERKA (BIARRBERZTE

HE®R) RBE—T—ZTF+=A
=t HIEFEZIEENAIRE

23.95%%E F °

- AREBEIRSERA FBERSE
BB ER AR

i ARIREE BB 5T TUAR R SRKEE H 2 7]
THEREEL - ARESREZZ
T TFE+_A=+—HILEFEAE
EE T B3R 3K S R b B AR R PR ) -
BETERRR S —SF THREF
1,500,000 °
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

22. INVENTORIES 2. 8
2011 2010
—2——% —z-T%
HK$’000 HK$’000
FET FH&T
Information technology products held FFEE 2 AR RER
for resale, at cost R AN 4,866 1,656
Coal merchandise held for resale, at cost FEEE 2 BERE G
=R 12,376 =
Finished goods YA 5,780 6,157
23,022 7,813
23.  AMOUNTS DUE FROM (TO) NON- 23. B (A e s fe
CONTROLLING INTEREST HOLDERS N IH
The amounts were unsecured, non-interest bearing and repayable on e ERKE £ B RAKREREE
demand.
24. TRADE AND OTHER RECEIVABLES 24. B Gy B A RE WOk JE

2011
—E——fF

2010
—E—TF
HK$’000
FET

HK$’000
TERT

Trade receivables B S5 rEWIE 36,875 32,198
Less: Impairment losses recoghised B BRI EEE (12,281) (11,011)
24,594 21,187

Prepayments, deposits and other receivables TENRIE e RHEA
JE W R IR 51,584 28,122
Total trade and other receivables B 5 N H A fE WG IE 42 5 76,178 49,309
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

24. TRADE AND OTHER RECEIVABLES (continued) 24.

The Group normally grants to its customers credit periods ranging
from 30 days to 180 days which are subject to periodic review by
management.

(a) The ageing analysis of the trade receivables, net of
impairment losses recognised, based on the invoice date at
the end of the reporting period was as follows:

© 5 Fe At JE WK ()
KEE—REFEFIOKEI80ATEZ
B8 WAHEEETEHIER -

(@) REHR MR ERABRERSR
fﬁﬁiﬁéf B8 B SRR IR
BT :

2011
e i

2010
—T—TF
HK$’000
FHET

HK$’000
FEx

Within 90 days 90K A 16,994 9,878

91 days to 180 days 91X E180K 2,192 3,074

181 days to 365 days 181K £365K 2,859 3,376

Over 365 days 365K A _E 2,549 4,859

24,594 21,187

(b) The movements in provision for impairment losses of trade (b) B 5 UGB R EEERE &

receivables were as follows:

R

2011 2010

—E——F —E-FF

HK$’000 HK$’'000

FHT FHT

At 1 January m—HA—H 11,011 11,528
Impairment loss recognised FAEBRREREE

during the year 1,270 -

Reversal during the year F AR E - (517)

At 31 December R+=ZA=+—8H 12,281 11,011

(c) At the end of the reporting period, the analysis of trade
receivables that were past due but not impaired are as
follows:

Neither
past
due nor
impaired

EOHTE
BE
HK$'000
THT

31 December 2011

= 19,834
31 December 2010 _%

13,979

() Efs\iﬁiﬁﬂiﬁﬁiﬁﬁmﬁﬁﬁﬁzg
SR FIAS AT :

Past due but not impaired

BHHBERE

Less than 91to 181 to
90 days 180 days 365 Days  1to 2 years
HROK  91F180X  181F365% 122F
HK$'000 HK$'000 HK$'000 HK$'000
T Tin Tign THT
966 1,143 1,438 1,213
706 1,160 3,202 2,140
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

24. TRADE AND OTHER RECEIVABLES (continued)
(c) (continued)
Trade receivables that were neither past due nor impaired
relate to a wide range of customers for whom there was
no recent history of default. The Group does not hold any
collateral over these balances.

Trade receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience,
management believes that no impairment allowance is
necessary in respect of these balances as there has not been
a significant change in credit quality and the balances are still
considered fully recoverable. The Group does not hold any
collateral over these balances.

Included in the allowance for impairment losses of trade
receivables are individually impaired trade receivables

with an aggregate balance of HK$12,281,000 (2010:
HK$11,011,000) which have been in severe financial
difficulties. During the year ended 31 December 2010, other
receivables of HK$2,739,000 (2011: nil) which had been

in dispute with the Group were individually written off and
recognised in the consolidated income statement.

25.  AMOUNT DUE FROM A DIRECTOR

The amount is unsecured, non-interest bearing and repayable on
demand. The maximum amount outstanding during the year is
approximately HK$315,000 (2010: HK$635,000).
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B 5y B HAth JE WK TE (1)

(c)

(%)

BB IMERE S 5 EKIRT
% 2 I B R AR B P
B REEY ERZ S AR AT
A o

ERMEERELESEKFIRTY
B — YL ERAREE R RIF X HC 8k
ZEIRFEHE REBERLR
AR EEERWEEAF L RER
AR BT AT 2 UL - #R & 38
EHREZSEHRLELZERRE
B AEETERZSERTE
Rl 3 o o

B S RYFIBEREBERETEE
HEBREM SRS FERIRESRS
FEUERIEA $£12,281,000/8 7T (=
T —F4:11,011,0008T) ° &
—E—TF+-A=+—HItF
FRERE Ui 2 2% 1 51 35 K2 FE =R
BN EFEAD 2 H fth eI IS

/2,739,000 7L (=& ——F -
fm) o

WHNM

HEW — # 3 H 0]

LS BIEER 8 BIRBERKEE-F
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

26. BANK BALANCES AND CASH 26. T AR B4
At the end of the reporting period, about 40% (2010: 7%) of bank E’\\#ﬁ%,ﬁﬂiﬁ IRITHERKRIR SR A40% (=
balances and cash was denominated in RMB. RMB is not a freely T—TF:7%) MARKE  ARBIIE
convertible currency. BEHRABREK
The Group’s bank balances and cash denominated in currencies other AEBEAWIEHAEEERNEEE &
than functional currencies of the relevant group entities are set out as BETEZRITERRIBSEIIIT :
follows:

2011 2010
—E——fF —T—TF
HK$’000 HK$’000
FHET FHT
RMB AR¥E 38 82
usD ETT 949 =
HK$ &I 2,185 =
MNT SHERER 3,699 192
Bank balances carry interest at market rates ranging from 0.01% to AT IR T IS EAE ) F0.01/F £0.36
0.36% (2010: 0.22%) per annum. E(ZZ—ZF:022F)5 8-
27. TRADE AND OTHER PAYABLES 27.  ®& 5 KAl AT sRH

2011

—E——F
HK$’000 HK$’000
FHET FHET

Trade payables 2 5 I8

— third parties —$£=7 2,615 1,867
— a non-controlling interest holder ——HIFERERFEA 325 325
2,940 2,192
Accrued expenses and other payables FEET B R K& E T 5RI8 47,765 45,841
50,705 48,033
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27.

28.

29.

110

TRADE AND OTHER PAYABLES (continued)

The ageing analysis of the trade payables based on the invoice date

at the end of the reporting period was as follows:

27.

B 5 Mo LA JRE A 3K I ()
RIBEER REREASM S H5E
ERBBRE ST T

2011 2010
—2——F —T-TF

HK$’000 HK$’'000

FExT FHT

Within 90 days 90A 1,383 749
Over 365 days 365 KA E 1,557 1,443
2,940 2,192

The average credit period on purchases of goods is 90 days. The
Group has financial risk management policies in place to ensure that
all payables are settled within the credit timeframe.

OTHER BORROWING

As at 31 December 2011, the amount of HK$8,000,000 unsecured
borrowing, carried interest at 1.5% per month from an independent
third party to the Group will mature in 2012.

During the year ended 31 December 2010, the Group obtained
HK$8,000,000 unsecured borrowing carried interest rate at 1.5% per
month from an independent third party to the Group. The amount was
settled during the year ended 31 December 2010.

CONVERTIBLE LOAN NOTES

2007 Convertible Loan Notes

During the year ended 31 December 2007, pursuant to the
acquisition of the entire issued share capital of Green Global

Salix China Limited, the Company issued zero-coupon convertible

loan notes as partial settlement of the acquisition consideration.

The convertible loan notes have an aggregate principal amount of
HK$120,000,000 and are denominated in HK$ (“2007 Convertible
Loan Notes”). The notes entitle the holders to convert them into
ordinary shares of the Company at any time between the date of issue
of the notes and their settlement date on 1 October 2010 in multiples
of HK$1,000,000 at a conversion price of HK$0.567 (subject to
adjustments) per convertible loan notes.

Pursuant to the terms of the convertible loan notes, the conversion
price per share and the number of conversion shares after a rights
issue in 2008 was 173,152,174 exercisable at HK$0.46 per
convertible loan notes.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZi & RiRAR AR
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29.

CONVERTIBLE LOAN NOTES (continued)

2007 Convertible Loan Notes (continued)

The shares to be issued and allotted upon conversions shall rank pari
passu in all respects among themselves and with all other ordinary
shares in issue by the Company on the date of such allotment and
issue.

On 9 March 2009, the Company completed a share consolidation

to consolidate every 10 shares of HK$0.10 each in the issued and
authorised share capital of the Company into 1 share of HK$1.00
each, exercise upon which the conversion price of the outstanding
convertible loan notes in issue was adjusted under the relevant terms
of the instrument from HK$0.46 to HK$4.60.

During the year ended 31 December 2010, the 2007 Convertible
Loan Notes had been redeemed on the maturity date by the Company
during the year. The equity component of the 2007 Convertible Loan
Notes was credited to the accumulated losses upon the redemption.

The 2007 Convertible Loan Notes were bifurcated into a liability
component and an equity component. The equity component was
presented in equity under the heading of “Convertible bonds reserve”.
The effective interest rate of the liability component was 9.75% per
annum.

2010 Convertible Loan Notes

On 14 September 2010, the Company issued 2010 Convertible

Loan Notes A which had a maturity date on 14 September 2013 with
an aggregate principal amount of USD30,000,000. The convertible
loan notes can be converted up to an aggregate of 136,764,706
ordinary shares at HK$0.01 each. The notes were denominated in
USD and entitled the holders to convert them into ordinary shares

of the Company at any time from (and including) the date which is
three months after the issue date up to ten business days prior to
the maturity date. The effective interest rate of the liability component
is 26.51% per annum. None of the 2010 Convertible Loan Notes A
was converted into ordinary shares of the Company during both years
ended 31 December 2011 and 2010.

At the issue date, 2010 Convertible Loan Notes A were bifurcated into
a liability component and an equity component. The equity component
is presented in equity under the heading of “Convertible bonds
reserve” on initial recognition.

29.
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CONVERTIBLE LOAN NOTES (continued)

2010 Convertible Loan Notes (continued)

Subsequent to the issue date, the Company and the subscriber

of 2010 Convertible Loan Notes A entered into a supplementary
agreement on 29 October 2010 (“Supplementary Agreement A”) to
amend the adjustment mechanism on the conversion price of 2010
Convertible Loan Notes A. In accordance with the Supplementary
Agreement A, the conversion price of 2010 Convertible Loan Notes A
will be adjusted to the average closing price of one share during the
month in which the financial year-end day of the Company falls in any
calendar year, plus a premium of 15% if such price is lower than the
conversion price in force. According to the Supplementary Agreement
A and the announcement dated 3 January 2011, the conversion price
was adjusted to HK$1.30 per share. The Supplementary Agreement
A was approved by the shareholders at the special general meeting
held on 18 April 2011 and approved by the Stock Exchange on the
same day. Due to the amendment of terms, the number of shares
convertible by 2010 Convertible Loan Notes A is no longer fixed, the
2010 Convertible Loan Notes A contains a derivative component in
addition to the liability component after the amendment of terms.

According to the Supplementary Agreement A, the conversion price of
2010 Convertible Loan Notes A was adjusted to HK$0.27 per share
on 3 January 2012. The details of the adjustment were set out in the
Company’s announcement dated 3 January 2012. In the event that
the 2010 Convertible Loan Notes A are fully converted, a total number
of 861,111,111 new ordinary shares will be issued.

The equity component previously recognised in convertible bonds
reserve was derecognised and transferred to the accumulated losses
of the Company. The derivative component of the 2010 Convertible
Loan Notes A was classified as financial liabilities at fair value
through profit or loss upon the amendment became unconditional and
recognised as a loss on amendment of terms of 2010 Convertible
Loan Notes A.

On 12 November 2010, the Company issued convertible loan notes
(“2010 Convertible Loan Notes B” and “2010 Convertible Loan Notes
C”) which both had a maturity date on 12 November 2013 with an
aggregate principal amount of USD10,000,000 and USD3,000,000
respectively. The convertible loan notes can be converted up to

an aggregate of 45,588,235 and 13,676,471 ordinary shares at
HK$0.01 each respectively. The notes were denominated in USD

and entitled the holders to convert them into ordinary shares of the
Company at any time from (and including) the date which is three
months after the issue date up to ten business days prior to the
maturity date. The effective interest rates of the liability component of
2010 Convertible Loan Notes B and 2010 Convertible Loan Notes C
were 25.68% and 25.64% respectively. None of the 2010 Convertible
Loan Notes B and 2010 Convertible Loan Notes C was converted

into ordinary shares of the Company during the both years ended 31
December 2011 and 2010.
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29.

CONVERTIBLE LOAN NOTES (continued)

2010 Convertible Loan Notes (continued)

The conversion price of 2010 Convertible Loan Notes B and 2010
Convertible Loan Notes C will be adjusted to the average closing price
of one share during the month in which the financial year-end day of
the Company falls in any calendar year, plus a premium of 15% if such
price is lower than the conversion price in force.

On 3 January 2011, the conversion price of 2010 Convertible
Loan Notes B and 2010 Convertible Loan Notes C was adjusted
from HK$1.70 per share to HK$1.30 per share. The details of the
adjustment were set out in the Company’s announcement dated 3
January 2011.

Security of 2010 Convertible Loan Notes A, 100% of the equity
interest of Green Paradise Enterprises Limited (“Green Paradise”)
with net asset value of HK$441,393,000 (2010: HK$1,084,883,000)
as at 31 December 2011 and 514,933,886 (2010: 514,933,886)
convertible preference shares held by Mountain Sky Resources
(Mongolia) Limited (“Mountain Sky”) were charged to the holder of
2010 Convertible Loan Notes A.

Security of the 2010 Convertible Loan Notes B, 158,163,265
convertible preference shares held by Mountain Sky were charged

to the holder of 2010 Convertible Loan Notes B. The security was
released upon the early redemption of 2010 Convertible Loan Notes B
on 15 December 2011.

Security of 2010 Convertible Loan Notes C, 47,448,979 convertible
preference shares held by Mountain Sky were charged to the holder of
2010 Convertible Loan Notes C. The security was released upon the
early redemption of 2010 Convertible Loan Notes C on 15 December
2011.

One of the undertakings under the relevant subscription agreements
(the “Subscription Agreements”) in respect of the issue of the 2010
Convertible Loan Notes A, 2010 Convertible Loan Notes B and

2010 Convertible Loan Notes C requires Mr. King Jun Chih Joseph
(“Mr. King”) and Mr. Chan Kwan Hung (“Mr. Chan”) shall remain as
executive directors of the Company, so long as the subscribers hold
any outstanding amount of 2010 Convertible Loan Notes A, 2010
Convertible Loan Notes B and 2010 Convertible Loan Notes C prior to
31 December 2014.
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CONVERTIBLE LOAN NOTES (continued)

2010 Convertible Loan Notes (continued)

Both Mr. King and Mr. Chan resigned from the directorship of the
Company on 27 January 2011 (the “Resignation”) and caused a
breach of covenants of 2010 Convertible Loan Notes. Thus, it was
alleged by the subscribers that the Resignation had constituted a
breach of the Subscription Agreements and an event of default under
the terms and conditions (the “Conditions”) of the 2010 Convertible
Loan Notes, which would entitle the subscribers to give notice to the
Company that each of the 2010 Convertible Loan Notes is due and
payable at its principal amount. In addition, it was further alleged by
the subscribers that the resignation of Mr. King had also constituted
a change of control event as defined in the Conditions, which would
entitle the subscribers to require the Company to redeem all or some
of 2010 Convertible Loan Notes on demand.

As stated in the Company’s announcement dated 15 December 2011,
the Company had received redemption letters from the subscriber of
2010 Convertible Loan Notes A and 2010 Convertible Loan Notes B
(“Bond Holder A”) and subscriber of 2010 Convertible Loan Notes C
(“Bond Holder B"), respectively, on 30 November 2011, requesting for
the redemption of 2010 Convertible Loan Notes A, 2010 Convertible
Loan Notes B and 2010 Convertible Loan Notes C in accordance with
the Conditions of 2010 Convertible Loan Notes. The Company had,
on 15 December 2011, fully redeemed 2010 Convertible Loan Notes
B and 2010 Convertible Loan Notes C plus accrued unpaid interest
amounted to HK$107,834,000.

The Company and Bond Holder A had entered into a supplement
agreement (“Supplementary Agreement B”) in relation to the
alteration of certain terms and conditions of 2010 Convertible Loan
Notes A subsequently on 6 January 2012. The maturity date of 2010
Convertible Loan Notes A was changed to 13 December 2012. Please
refer to Note 42 for further details of the alterations.
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290. CONVERTIBLE LOAN NOTES (continued) 29.
2010 Convertible Loan Notes (continued)
The movements of the liabilities, equity and derivative components of
the convertible loan notes are set out below:

2007 2010 2010 2010
Convertible Convertible Convertible Convertible
Loan Notes  Loan Notes A Loan Notes B Loan Notes C

“BRLE AR BE cH

TEE —¥-BET -¥-¥ET _—$-¥ET
SYESE BRENES LRENESE LRENES
HK$'000 HK$'000 HK$'000 HK$'000

BT FT FikT T

Liabilities components

At 1 January 2010 -Z 23,082 - - - 23,082
Issue of convertible loan notes during the year i W?‘ﬂ—ﬁﬁﬂxg et - 202,810 68,509 20,553 291,872
Transaction costs attributable to issue of BT RRERZEZ R HRA

convertible loan notes - (10,142) (3,103) (912) (14,157)
Effective interest expenses (Note 9) ERFEXIL (Hit9) 1,668 15,242 2,303 690 19,903
Cash paid on redemption during the year FAGBESZRZHS (24,750) - - - (24,750)
At 31 December 2010 RZZE-TF+-A=+-H - 207,910 67,709 20,331 295,950
Effective interest expenses (Note 9) ERFSXIL (Hit9) - 53,637 16,332 4,895 74,864
Interest paid during the year FREHFIL - (18,719) (11,189) (3,357) (33,265)
Cash paid on redemption during the year FRGE @iﬁzfﬁﬁ - - (78,000) (23,400) (101,400)
Loss on redemption BHEREE - - 5,148 1,531 6,679
At 31 December 2011 RZE——%+ZA=+-H - 242,828 - - 242,828

2007 2010
Convertible Convertible
Loan Notes Loan Notes A
“BZtFE AE-T-TF
ATRERERE ATERERE
HK$'000 HK$'000
FTHAT FAT
Equity components BEds
At 1 January 2010 R=ZZE—ZTF—A—H 6,028 = 6,028
Issue of convertible loan notes FABRTIRRERZIE
during the year - 31,190 31,190
Transaction costs attributable to issue of /T AIEKRERZE 2 X FHK A
convertible loan notes - (1,559) (1,559)
Derecognition of equity component of FRERATLRERZEZ
convertible loan notes e o (6,028) - (6,028)
At 31 December 2010 RZZE—ZTF+-A=+—H - 29,631 29,631
Derecognition of equity component of HRERAIRRERREZ
convertible loan notes R - (29,631) (29,631)
At 31 December 2011 RET ==l =alwesie] — = =
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CONVERTIBLE LOAN NOTES (continued)
2010 Convertible Loan Notes (continued)

29.

A B R 9% ()
R T R R

2010 2010 2010
Convertible Convertible Convertible
Loan Notes A Loan Notes B Loan Notes C
A BE CcE
“E-2FW ZE2-ZEW —Z-BEW
BREFRE BRRERFRE BRAREXER wat
HK$'000 HK$’'000 HK$’000 HK$’'000
FHET THET TET FHET
Derivative components TETEIS
At 1 January 2010 RZZE—ZF—H—H = = = =
Issue of convertible loan notes FRBETUTRRERZE
during the year - 9,491 2,847 12,338
Change in fair value REEEE) - 1,801 1,031 2,832
At 31 December 2010 RZZ-—ZF
+=-—A=+—H - 11,292 3,878 15,170
Loss on amendment of terms of BT RBRERERER
convertible loan notes Z B 24,166 = = 24,166
Change in fair value REEZE) (22,391) (11,292) (3,878) (37,561)
At 31 December 2011 RZT——F
+=A=+—~H 1,775 - - 1,775

The total transaction cost of the issuance of 2010 Convertible Loan

Notes A, 2010 Convertible Loan Notes B and 2010 Convertible
Loan Notes C was approximately HK$16,770,000 and the

portion attributable to the derivative components of approximately
HK$1,054,000 was charged to the consolidated income statement

directly.

The fair value of the derivative components was estimated at the

date of issuance and the end of each reporting period respectively

using the binomial option pricing model. The change in fair value of

the derivative components is recognised in the consolidated income

statement.
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20. CONVERTIBLE LOAN NOTES (continued)
2010 Convertible Loan Notes (continued)
The derivative component of 2010 Convertible Loan Notes A was
revalued at 18 April 2011, the date when the amendment of terms
became unconditional, and 31 December 2011 based on the
valuations performed by Greater China, using the binomial option
pricing model. The significant inputs to the models were as follows:

Spot price REE

Risk free rate 4% [ g2 )
Expected option period (year) TEHAHAMEEARR (&)
Expected volatility T8 B R I8

29.

G 3 8¢ €3 30

—F— géﬁj‘}ﬁﬂngrkrﬁ?(?ﬁ)
AME—T—TFRBREREBRZITET
BHHR=ZT——FWMA+NB (EHKIE
ARAEKGEER)R=ZFE—F+=A
=+ —BREBEETFENA ZBETEE

HARGET 7 EEM - RE 2B RE AR
R

31 December 18 April
2011 2011

N —T——%
+=B=+—H MmA+NAR
HK$0.277% 5T HK$1.30# 7T
0.5874% 1.0119%

1.71 2.41

38.36% 44.34%

The derivative components of 2010 Convertible Loan Notes B and
2010 Convertible Loan Notes C were revalued at 31 December
2010 and at the date of issuance (12 November 2010) based on
the valuations performed by Greater China, using the binomial option
pricing model. The significant inputs to the models were as follows:

Spot price HEE

Risk free rate 4% [ g )
Expected option period (year) TEHREREHAR (F)
Expected volatility TEHR IR

B — TET%H&E\%%‘%T}*&CE_
*%@ET&HQE,?X?FZMEI,\EB
TEEE+ A=+ —HRHET EI,HJ%:
Z—ZFE+— A+ - HRBEEFETNA
CIREEE BREGET 2 RES - EA
ZERBGAEMT

12 November

31 December

2010 2010
—E-FF —T—FF
+=BA=+—H +—A+=H
HK$1.7058 7T HK$1.707% 7T
1.1500% 0.7941%

2.87 3.00

45.22% 46.87%
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

30. SHARE CAPITAL 30. A

Number of shares Amount

RO E HfE

HK$'000
TR

Authorised: ERE:

At 31 December 2010 and 2011, HK$0.01 each MR- ZE—ZTFRK T ——4F

+=A=+—8"
HFRMEC.01E T 77,452,700,000 774,527
Issued and fully paid: ERTREZ:
At 1 January 2010, HK$0.01 each R—_E—ZFF—H—H"
FAREE0.0LE T 331,527,325 3,315
Issue of shares upon: IATFEBEETRRD :
Placement of shares (Note a) BLE/RAD (Afita) 232,140,000 2,321
Acquisition of non-controlling interests of W g — M B A R) 2 FEIERR A =
a subsidiary (Note b) (B1ath) 50,690,000 507
Conversion of convertible preference shares Hignl e @R iR (fite)
(Note ¢) 163,170,000 1,632
Conversion of convertible preference shares Hignl e @ e ik (ffitd)
(Note d) 45,454,545 455
Conversion of convertible preference shares Hignl e @ e ik (ffite)
(Note e) 28,409,090 284
At 31 December 2010, HK$0.01 each RZZT—ZTF+=_A=+—8H"
HFRME0.01E T 851,390,960 8,514
Issue of shares upon: ATREBBEITRG
Conversion of convertible preference shares R n SR B SR (A7)
(Note 1) 286,616,618 2,866
At 31 December 2011, HK$0.01 each RZE——F+=R=+—8"
SR MEEC.0LE T 1,138,007,578 11,380
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

30.

SHARE CAPITAL (continued)

Notes:

On 11 February 2010, the Company had completed the private placement
of an aggregate of 232,140,000 ordinary shares at HK$1.68 per

share (the “Placing Shares”). The gross proceeds raised amounted to
approximately HK$389,995,000 (issuance expenses of HK$13,045,000

incurred).

On 19 February 2010, the Group entered into an acquisition agreement
to acquire 9.999% equity interest of Golden Pogada LLC (“GPL”") for an
aggregate consideration of HK$192,600,000, of which, 50,690,000
ordinary shares of the Company with par value of HK$0.01 each

were issued as the consideration for the acquisition. The fair value

of 50,690,000 ordinary shares of the Company as at 26 April 2010,
the completion date of acquisition, determined using the published
price available of the date of acquisition, amounted to approximately

HK$87,694,000.

On 24 May 2010, a convertible preference shares holder converted
143,589,600 convertible preference shares into 163,170,000 ordinary
shares of HK$0.01 each of the Company.

On 22 September 2010, a convertible preference shares holder converted
40,000,000 convertible preference shares into 45,454,545 ordinary
shares of HK$0.01 each of the Company.

On 25 November 2010, a convertible preference shares holder converted
25,000,000 convertible preference shares into 28,409,090 ordinary
shares of HK$0.01 each of the Company.

On 27 June 2011, holders of convertible preference shares converted a
total of 252,222,624 convertible preference shares into 286,616,618
shares of HK$0.01 each of the Company.

All the ordinary shares issued during the two years ended 31 December
2011 and 2010 rank pari passu with the then existing ordinary shares in

all respects.

A (1)

Hrat -

R=ZT—ZTF=A+—8 KNAFEAF
ANBLE A ££232,140,0000% & R &) & &

B EEER1.688 T ([RERHD]) -

£ B TS M EA#) /5389,995,000/8 7T (FT
EEAEEITH Y 513,045,00057T) °

R=ZT—ZTF=_A+NB AEEFT
57 U B 15 7% A U B Golden Pogada LLC
([GPL]) 29.999%1% Atz - BB A
192,600,000 7t * H #150,690,0000%
BREE0.0LB T 2 AR Al LB E
BATERUREE (B - 50,690,0008% 2
ARIEBBRR-_ZT—TFMA =1
B (B bEER) 2 A FENR
87,694,000/ 7T JiRIEUFEE B 2 AT
IS AMHESREE -

N-TE—TFRA_F+WMA —Zr[E
BB R A A 1#5143,589,6000% AT 82
18 5o IR 5 #24163,170,0000% & A%
{B0.017 7T 2 AR 7] & @Ak o

RZZE—ZFNA=T=H —HA[EHR
18 5e A48 A #540,000,0004% ] 85348
55 1% 3. #0 545,454, 5450% 5 AR F E0.01
I 2 AN B @A o

R-E—ZTF+—A=_+HB —&7
S E S RRIE A A #25,000,0000% AT 82
B o R 5 #428,409,090% F A E B
0.018 T2 AN Bl E AR o

MR-T——FEXA-++tB TJERE
SEREFE B A A $£252,222,6245% 7] &
18 50 % 3 #2 5286,616,6180% & A% H
H0.01B T 2 AR AR ©

FERBE_T——FR_ZF—FTF
TZHA=1+—HILM wr;m%éﬁzg
B AR HEARR 2RA TBERE
EERER -
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

31. CONVERTIBLE PREFERENCE SHARES 31, AL S
Convertible preference shares at HK$0.01 each, authorised, issued HRRE(EC.01E T2 Al 8B AR - VA TE -
and fully paid: BETRAR:
Number of shares Amount
R#BEE EE
HK$'000
FAT
At 1 January 2010 RZE—FTF—H—H 2,547,300,000 25,473
Conversion during the year FRH iR
(Notes 30(c), (d) and (e)) (H15£30(c) - () (e)) (208,589,600) (2,086)
At 31 December 2010 R-ZE—T&E+=-R=+—H 2,338,710,400 23,387
Conversion during the year (Note 30(f)) A 3R (HEE30(0)) (252,222,624) (2,522)
At 31 December 2011 R=F—F+=—A=+—H 2,086,487,776 20,865

On 16 December 2009, the Company issued 2,547,300,000
convertible preference shares of par value of HK$0.01 at issue price
of HK$0.50 per share in respect of the acquisition of NAR.

RZZEZNF+A+8 A2a15HK
fE it B B RZE1TE B R0.50 T 31T
2,547,300,0000% & % [ {E0.01/%8 jT 2 7]

BB TR

The initial conversion price for each convertible performance share is
HK$0.50 per ordinary share. The conversion rate of each convertible
preference share is determined by dividing the issue price of each
convertible preference share by the conversion price. The major terms

(i) The convertible preference share holders has the right, (i)
exercisable at any time perpetual as from the date of issue, to
convert the preference shares into fully paid ordinary shares,
provided that (1) any conversion of the convertible preference
shares does not trigger a mandatory offer obligation under
rule 26 of the Hong Kong Code on Takeovers and Mergers
on the part of the convertible preference shares holders and
their concert parties who exercise the conversion rights;

(2) the number of conversion shares to be allotted and
issued upon the exercise of the conversion rights attaching
to the convertible preference shares represents not more
than 29.99% of the then issued ordinary share capital of
the Company on a fully diluted basis; (3) the number of the
conversion shares to be allotted and issued to any holder

of the convertible preference shares will not result in the
aggregate holding by such holder of convertible preference
shares to exceed 19.99% of the then issued share capital of
the Company on a fully diluted basis; and (4) the public float
of the shares shall not be less than 25%.
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BRAESREER 2T A RESBRE
38 1%0.50/8 T o &F R Al SR B SE A 2 H i
RIHIR G A BB ST i 2 FATERR DAL
BMEEE - D@Lz = EHRKEIIM

of the above-mentioned preference shares are set out below: N

AEREER B ABEA T
A HA B B 4R (R HA S B ST AR 4R R
R AR ()RR AT B
BIEIR TS AH R T 5 I 2 vl 8
BB RABRE R A A KBRS — 5
TEZ ALREBEBAFNERE
B < RIR RII2632 H 58 I M U R i ok
ZEAE (2)18 5 AT EEHRE 5T AR P B
HAREEIT RS TR B R B T 2
BRHEBE AR REREHTY
BRI AT R 3829.99% (2 M
BSEEE) : ) mE —&n
BREBERIFE AR REETT 2 R
BRIDEN B T2 BB 5 r S IRE
FREE AN B EBBAR T
EREEITIRA219.99% (&2
HESEEE) | R(4)IRI1D 2 ARFF
I& 2 115D 1H25% °
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For the year ended 31 December 2011 HZ —Z——F+_A=1+—HILFE

31.

32.

CONVERTIBLE PREFERENCE SHARES (continued)

(i) The convertible preference shares are transferable other
than to connected persons, as defined under the Listing
Rules, of the Company and do not carry the right to vote. The
convertible preference shares holders shall not be entitled to
any dividend.

(iii) The convertible preference shares shall rank pari passu with
any and all current and future preferred equity securities of
the Company.

(iv) The convertible preference shares are non-redeemable.

Based on their terms and conditions, the convertible preference
shares have been classified as equity instrument in the consolidated
statement of financial position.

On 11 February 2010, the conversion price of the convertible
preference shares was adjusted from HK$0.50 per share to HK$0.44
per share as a result of the issuance of the Placing Shares which
resulted a conversion ratio of 88 convertible preference shares for
100 ordinary shares of the Company. The details of the adjustment
are set out in the Company’s announcement dated 20 May 2010.

PROMISSORY NOTES

The movements of the promissory notes for the year are set out
below:

31.

32.

A P S I (w0

i) BEWRARREAATY HEA
5 AT B R S A AT EE - B
BE RN WERE RIS E AR
= AR o

(iif) A BB SE A B AR X R Je— 1))
BB RARREBEEAER ARSI

fiz o
(iv) AIERE R R E M o

RIBE R R G AT BB RREE
MBRRARADBBIATHE -

RZZE—ZTF_A+—B BRBITRE
B - I BB S AR 2 K H (B B B A%0.50
BT ZEM0.4475 T B E 5100
BEZR A 7] 58 A% 5 88 % AT 5 48 St % - 7
BIHFBHRARRIBBHAZT—ZTFH
RA=—+HZAM

R TR
FARLEBREBHWNOT

R—A—BZzERmEE
FREE

BRAESZH (4/:39)
FRRRE L ER

Carrying amount at 1 January

Repayment during the year

Effective interest expenses (Note 9)
Waiver of promissory note during the year

2011
e i
HK$’000
FBRT

- 394,261

- (356,000)

- 12,032

- (50,293)

Carrying amount at 31 December

R+-—A=+—BzkHE

On 16 December 2009, the Company issued unsecured promissory
notes with principal value of HK$442,270,000 upon completion of
acquisition of a subsidiary.

—EZAFFTF_A+NB ARAFR
W%—%ngﬂnﬁhﬁ $$$
442,270,000/ It 2 £ I & 5 E g

Annual Report 2011 —ZF——F & 121



Notes to the Consolidated Financial Statements

o 1 B 2 A P

For the year ended 31 December 2011 HZ —Z——F+_A=+—HILFE

32.

33.

122

PROMISSORY NOTES (continued)

Pursuant to a letter of waiver dated 10 May 2010 issued by the
promissory notes holders who are the substantial shareholders of the
Company and agreed by the Company, upon the receipt of the partial
redemption payment in aggregate of HK$276,000,000 in May 2010
and further redemption payment of HK$80,000,000 in July 2010

to the promissory notes holders by the Company, the promissory
notes holders agreed to waive the remaining promissory notes of
the principal value of HK$86,270,000. The waiver was regarded as
a transaction with equity participants of the Company, the difference
between the carrying value of the original promissory notes and the
revised promissory notes of approximately HK$50,293,000 was
credited to contributed surplus.

DEFERRED TAX LIABILITY

The following is the deferred tax liability recognised and movements

thereon during the current and prior years:

32.

33.

AL R (a0
BEARALZBEFAAN (MRARAEE
BE)FMBELREARRRZERHRA-T
—ZEFRATBZRERG AL EERR
BEARZZE—ZTF R AREARA RS E
[@ & %8 & $£276,000,000/8 7T LA R =
T—TFE+ IREIAR AR —FEO S5
80,000,000/ 714 ' RIEEA R T A H 2
1B 2 X4 %686,270,000/8 JT © 5% Fh o 1 15
AB—HEARNRRELQEALTIRS

R BRI E RS AR RER
B 2 %= 5 #950,293,000/8 LA A B 4
NS

A SiE B I £ A
A RIBEFE B BAZRIERIAR &
RAAEEBMT

Mining right
PRIERE
HK$’000
FHET
At 1 January 2010 R-ZZE—ZTF—H—H 151,433
Credited to the consolidated income statement FFAGRA WS R (Aat11)
(Note 11) (28,750)
At 31 December 2010 and 1 January 2011 RZZE—ZTF+-_A=+—8K
=S ==_tE=F=F 122,683
Credited to the consolidated income statement FTAERE W EmR (AiF11)
(Note 11) (81,927)
At 31 December 2011 RZE——F+=-A=+—H 40,756

At the end of the reporting period, the Group has unused tax
losses of approximately HK$22,033,000 (2010: HK$21,777,000)
available for offset against future profits. No deferred tax asset
has been recognised in respect of the remaining tax losses due
to the unpredictability of future profit streams. The tax losses

of approximately HK$21,777,000 (2010: HK$21,777,000) may
be carried forward indefinitely. The remaining of approximately
HK$256,000 (2010: nil) will be expired in 2015.

At the end of the reporting period, the Group has deductible
temporary differences of approximately HK$65,084,000 (2010:
HK$63,815,000). No deferred tax assets have 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 difference can be utilised.
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RBERAR AEEBRGAHIES
18 4922,033,0008 L (=T — T F:
21,777,000/ 7t ) - A] A1 4 85 R 2K 5
1 o B9 A AR Bl T 5E R 2R 3 I 2RO - B it 3
ERERTEBEERERECEHBEE &
TE B8 4921,777,0008 7L ( — T — T4 :
21,777,000/ 7T ) 7] M R B 45 4 o SR R 4D
256,000 (ZE—ZTF : E)BFER_-F
—HFEIER

RBEHAR AEEAFTNREYE BFE
%8 465,084,000 L (=T — T 4
63,815,000/ 7T ) ° B B I f & 5R A0 s Al
Fﬁﬁﬁﬁﬁﬂ@ﬁﬁzﬁﬁuﬁﬁﬁ%%%ﬁ'Iltt
I £ 5h A5 B P HOR B B = SR RE R A (TR
TRIBEE -
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For the year ended 31 December 2011 HE T ——F+_A=+—HILFE

33.

34.

DEFERRED TAX LIABILITY (continued) 33.

Under the New Enterprises Income Tax Law of the PRC, withholding
tax is imposed on dividends in respect of profits earned by PRC
subsidiaries from 1 January 2008 onwards (the “Post-2008
Earnings”). As at 31 December 2011 and 2010, deferred taxation
has not been provided for in the consolidation financial statements
in respect of temporary difference attributable to the “Post-2008
Earnings” as the Group is able to control the timing of the reversal
of the temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future. As at 31
December 2011, the Group has Post-2008 earnings of approximately
HK$3,794,000 (2010: HK$4,070,000).

SHARE-BASED PAYMENT TRANSACTIONS 34.

The Company’s current share option scheme (the “Scheme”) was
adopted by the shareholders on 30 May 2002 for the primary
purpose of providing incentives to directors, employees and persons
providing services to the Group. It will expire on 29 May 2012. Under
the Scheme, the board may grant options to eligible employees,
including directors of the Company and its subsidiaries and business
associates to subscribe for shares in the Company.

At the end of the reporting period, the number of share options
remained outstanding under the Scheme was 26,987,029 (2010:
32,387,029), representing 2.37% (2010: 3.80%) of the shares of
the Company in issue. The total number of shares in respect of
which options may be granted under the Scheme is not permitted to
exceed 10% of the shares of the Company in issue at any point in
time, without prior approval from the Company’s shareholders. The
number of shares issued and to be issued in respect of which options
granted and may be granted to any individual in any one year is not
permitted to exceed 1% of the shares of the Company in issue at any
point in time, without prior approval from the Company’s shareholders.
Options granted to substantial shareholders and independent non-
executive directors in excess of 0.1% of the Company’s share capital
or with a value in excess of HK$5,000,000 must be approved in
advance by the Company’s shareholders.

HK$1 is payable upon the acceptance of each grant. Options may be
exercised at any time from the date of grant of the share option during
the option period ending on 29 May 2012. The exercise price is
determined by the directors of the Company, and will not be less than
the higher of (i) the closing price of the Company’s shares on the offer
date of the options; (ii) the average closing price of the shares for the
five business days immediately preceding the offer date; and (iii) the
nominal value of the Company’s shares.

A% 92 0 JE £ (a0
BIEPEFEEMERE BT NE
—HA—H& B+ EKHE R R R
FMTZZTZENFEREH]) 2R EBHMNTE
M- R ——FR=ZZT—ZTF+=H
=+—HB AEELRHK [ ST NFREA
B R 2 R 25 - RERE SRR MEE
AT B TR A - TR A R AN A B e A I )
Febs =R 2 BER B AR =58 A At
EGRAIRBRED - R=_FT—F+= A
=t+—H AEEE=_ZTN\FERAEFEL
3,794,000/ 7T (= F —Z % : 4,070,000
/E,TE)

1ﬁff K32 5

ATRERARE S (%8 ) R=F
ToFREASHARBERA TERE
MEE BB RANEERLEZ A LR

HE) R _E——FRA-t+hAER-
RIEZTE EETrRAAEKES (21
AR RENBARES) REBZHER

H R ARBARR KNG

RIEBHR REZFTEDRITEZ
B IS 7 /526,987,029 (— & — T 4 :
32,387,029 ) F HE R AR A B BEITR
122.37% (ZZT—T4F : 3.80% ) - NAKF
AAFIREBABEZBERT  RIEZATE
A eI 2 B ARAE T8 AR 1 4B 8K+ AR
B MSHBEA AR BB TRN10% ° AR
BARRBRELIMEZBERT  Ef—
FABELER %mEHM%AiﬁﬁZ$
IRIEFTS RE K RGBT ZRHEA -
%Eﬂ%ﬁK%&@ﬁgﬂE%ﬁhﬁz
1% - MEERERBIERITESH LB
ﬁﬁ“ﬂ%$omﬁﬁ@ﬁ@amqmo
PETL 2 BERRAE - A B LA RN AR AL

RERTRFEHEAS NS - BRE
HRERERHABEE—_T——FHA
ZHARIEEREREABERTE 1T
BERARARIESEE  TRLIRUTES
& ()ERER 2 B EIA A ARG I TE
(N2 IR2 A AT A AL %R RMD FHUK
mE: KA ARKRGOEE-
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS 34. AR 5 w0

(continued)

Adjusted

Exercise exercise Fair value

Date of grant Exercise period price price at grant date

BEHBHZ

®=HBH T THEE KWEBTEE AFE

HK$ HK$ HK$

I B HIT

21 January 2000 From date of grant to 20 January 2010 2.498 24.98 (Note)

—EEEF-—HF=+—H ARHBASRE T —ZEF—-—HA=+H (Ktat)

16 April 2007 From date of grant to 29 May 2012 0.355 3.55 0.12500
T LFMNA+H mEEASE—_ZE——FRAA-+NHB

9 July 2007 From date of grant to 29 May 2012 0.651 6.51 0.20200
—ZTEFEANA HELABRE-_Z——FAA=1+NH8

20 November 2007 From date of grant to 29 May 2012 0.375 3.75 0.21700
—EEAF+—AZ+H HBAREBHE-_ZT-—-—FRA=-TANH

13 March 2008 From date of grant to 29 May 2012 0.240 2.40 0.05060
T N\F=A+=H mEEASE—_ZE——FRAA-+NHB

15 August 2008 From date of grant to 29 May 2012 0.100 1.00 0.02474
—EENFNRTEH AELABRE T ——FHRA=-+NH

8 October 2008 From date of grant to 29 May 2012 0.100 1.00 0.01637
—ZEZENF+ANE ARHBESE T ——FRA=-TNE

22 December 2009 From date of grant to 29 May 2012 2.340 2.34 0.65060
“EZNFT_AZT-H HREBHE-_ZT-——-FRA-+TNH

18 October 2010 From date of grant to 29 May 2012 1.490 1.49 0.42630
—ZE—ZF+A+/\H HELABRE-_Z——FAA=-1+NH8

18 October 2010 From date of grant to 29 May 2012 1.490 1.49 0.36360

—ZT-TF+A+NH AREERE—_T——FRA=-t+NAH

In accordance with the terms of the share-based arrangement, options BIRR D ZHEER  ERTHERENE L

issued vest at the date of grant. RS

Note:  The fair value of the options granted under the previous scheme has not HteE: ERREBEBAEEREHBEREZTE
been estimated as the directors believe that the likelihood of the exercise BRRARRRMETTE  EFEE
of the right is remote in view of the high value of the exercise price of such 1TEBE AR 2 AT REIE K - R T N A
options relative to the current market price of the Company’s shares. EHAF(E-
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34.

SHARE-BASED PAYMENT TRANSACTIONS
(continued)

The fair value of each of the share options granted by the Group
during the year ended 31 December 2010 was arrived at on the basis
of valuations carried out on the grant date by Greater China. The

fair values were calculated using Binomial Option Pricing Model. The
inputs into the model were as follows:

34.

I ) 3K 32 5 (1)

FEERHEE—_ZT—ZEF+-A=+—H
LFEEREZZEERBAFELENEE

AHERKHBMETZGEMFTE - 2F
ENFA A REEE R E - RE
ZBAEMT

Share options granted on

BRESHAH

18 October 2010 18 October 2010

—E-%% —E-%5F

+A+NH +A+NH

Weighted average share price HK$1.310 HK$1.310
iR E 1.310%8 7T 1.310% 7T
Exercise price HK$1.490 HK$1.490
1B 1.490/8 7T 1.4907 7T
Expected volatility 58.05% 58.05%
T8 2R 08 58.05% 58.05%
Expected option period (year) 1.61 1.61
TREAEAEHARR (4F) 1.61 1.61
Dividend yield 0% 0%
SRS 0% 0%
Risk-free interest rate 0.430% 0.457%
#2 L fa N| R 0.430% 0.457%
Option type Call Call
HREE R s Al A5 B

The variables and assumptions used in computing the fair value of STEREREA T ERREEH M ERR IR

the share options were based on the directors’ best estimate. The
value of an option varies with different variables of certain subjective
assumptions.

The Group recognised the total expense of HK$3,460,000 (2011: Nil)
for the year ended 31 December 2010 in relation to the share options
granted by the Company.

BEEZEGESD - %h%ﬁﬁw”“
FEBEBIZTREHNKE

AEERBE-_Z—ZEF+_-_A=+—H
IEFERAR R AR B RERERA X 2
¥63,460,000/6 7L (=T ——F 1 &) o
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For the year ended 31 December 2011 EHZE_—T——F+_A=+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS 34. B AT KA G (a0
(continued)
Movements of the Company’s share options held by directors, FN-EF EEREFEHMTAARE
employees and business associates during the year are as follows: IRt 2 FENIAT

Number of share options

BREHA
Outstanding at Granted Outstanding at Outstanding at
1 January during Lapsed during 31 December  Lapsed during 31 December  Exercise price
Grantee Date of grant 2010 the year the year 2010 the year 2011 per share
R=2--F
RZZ-%F +=A=1-H
ERA RHAH -A-BAfTE FRRH 1 FREX K BRORE
HK$S
BT
Directors
Ex
Mr. Tse Michael Nam 9 July 2007 100,964 - - 100,964 - 100,964 6.510
HEFEE “ZZHELANA
13 March 2008 902,193 - - 902,193 - 902,193 2.400
“ZE\F=A1+=H
22 December 2009 1,000,000 - - 1,000,000 - 1,000,000 2.340
“ZEAFT-AZTZH
Mr. Lim Yew Kong, John 16 April 2007 60,822 - - 60,822 - 60,822 3.550
Lim Yew Kong, John % & —ZTLFRATAR
22 December 2009 1,500,000 - - 1,500,000 - 1,500,000 2.340
“ZENE+ZA=TZH
18 October 2010 - 1,000,000 - 1,000,000 - 1,000,000 1.490
ZZ-ZF+ATN\A
Mr. Mak Ping Leung 18 October 2010 - 1,000,000 - 1,000,000 - 1,000,000 1.490
BMREE “Z-ZETATNR
Mr. Leung Po Wing,
Bowen Joseph 18 October 2010 - 1,000,000 - 1,000,000 - 1,000,000 1.490
RERAEL “Z-ZETATNR
Other employees
Hitfg s
In aggregate 9 July 2007 329,452 - (329,452) - - - 6.510
g8 “ZZHELANA
13 March 2008 177,396 - (477,396) - - - 2.400
“ZE\F=A1+=A
15 August 2008 13,795 - (13,795) - - - 1.000
“ZEN\FN\ATEA
8 October 2008 55 - (65) - - - 1.000
“ZENFTANR
22 December 2009 2,000,000 - - 2,000,000 - 2,000,000 2.340
“ZEAFTZAZTZH
18 Qctober 2010 - 6,000,000 (200,000) 5,800,000 (5,400,000) 400,000 1.490

“F-2FHATAR
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34.

35.

SHARE-BASED PAYMENT TRANSACTIONS

(continued)

34, AR 5w

Number of share options

BREHE
Outstanding at Granted Outstanding at Outstanding at
1 January during Lapsed during 31 December  Lapsed during 31 December  Exercise price
Grantee Date of grant 2010 the year the year the year per share
RZZ-%F
ERA pedizh -A-BRfTE EREH FREH *ﬁfi FREN BRARE
HK$
BT
Business associates
EBBH
In aggregate 21 January 2000 133,808 - (133,808) - - - 24.980
&R —33T5-A=t-H
9 July 2007 7,156,722 - - 7,156,722 - 7,156,722 6.510
—ZSHEEANA
20 November 2007 818,649 - - 818,649 - 818,649 3.750
“2RtEt-A=TH
13 March 2008 5,747,679 - - 5,747,679 - 5,747,679 2.400
ZZE\¥=A1+=H
8 October 2008 300,000 - - 300,000 - 300,000 1.000
2 \$+ANR
22 December 2009 4,000,000 - - 4,000,000 - 4,000,000 2.340
“REAETZAZTZR
Total 24,241,535 9,000,000 (854,506) 32,387,029 (5,400,000) 26,987,029
e
Weighted average exercise price HK$3.64 HK$1.49 HK$7.27 HK$3.08 HK$1.49 HK$3.40
METETEE 364 149757T 1218 3085 LA9%TE 34087
No share options granted under the Scheme were exercise during the HE_T——Ffk=-_ZFT—ZF+=H
two years ended 31 December 2011 and 2010. =+—H itﬂﬂlfﬂytﬂﬁﬁﬁ@%%x FTEl
B 2 SRR RE -
ACQUISITION OF ASSETS THROUGH 35. 2l WO O R A ) AN L
ACQUISITION OF SUBSIDIARIES
On 25 April 2010, the Group acquired 100% equity interest in Boxall RZE—ZFTFWOMA-_+HB &&

Investment Limited (“Boxall Investment”) at a consideration of

Ug B&Boxall Investment Limited ([Boxall

RMB35,000,000 (equivalent to approximately HK$39,898,000) in
cash. Boxall Investment is principally engaged in investment holding
and its wholly owned subsidiary, Dadizi Yuan LLC (“Dadizi Yuan”)
possessed a mining right and an exploration right for alluvial gold
(“Boxall Group”).

The Boxall Group did not commence any production activity at the date
of acquisition.

Investment | ) Z100%f& A~ #E =« KB
A& AR¥35,000,0007T (FHERL
39 898,000/ 7T ) ° Boxall Investment 2

WEREER H2EMBARR &K
AR ([REARH]) AW S ERERE RER
& ([Boxall&E ) -

RULEE B - Boxall5E B 18 A F A (B £ EE)E
o
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35.

36.

128

ACQUISITION OF ASSETS THROUGH
ACQUISITION OF SUBSIDIARIES (continued)

Assets and liabilities of the Boxall Group recognised at the date of
acquisition:

35.

75 3 WAL i Y J 2 ) S L
(0
HAUB 32 2 Boxall S B B 2 B A 14

HK$'000

THET

Plant and equipment BB K & 16
Exploration and evaluation assets HHERFEEE 6,682
Mining rights PRI 32,610
Other receivables H I GRIE 1,229
Bank balances and cash WITEHRKIE® 372
Other payables H b & 1 FR0B (1,011)

39,898
Consideration paid in cash BEfRERE 39,898
Less: cash and cash equivalent acquired B BRERERESEED (372)

39,526

ACQUISITION OF FURTHER EQUITY INTEREST
IN A SUBSIDIARY

On 19 February 2010, the Group entered into an acquisition
agreement to acquire 9.999% equity interest of GPL, a 90% owned
subsidiary of the Group before the acquisition, for an aggregate
consideration of HK$192,600,000, of which, 50,690,000 ordinary
shares of the Company with par value of HK$0.01 each were issued
as the consideration for the acquisition.

On 26 April 2010, the Group entered into a supplementary agreement
in regard to the acquisition mentioned above, pursuant to which the
Group acquired 100% equity interest in Green Paradise, which in turn
holds 9.999% equity interest of GPL. The fair value of 50,690,000
ordinary shares of the Company as at 26 April 2010, the completion
date of acquisition, determined using the published price available of
the date of acquisition, amounted to approximately HK$87,694,000.

Green Paradise was principally engaged in investment holding and
the only asset acquired by the Group in the acquisition represents
9.999% equity interest in GPL. The increase in the ownership
interests in GPL were dealt with in equity, with no impact on goodwill
or profit or loss.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZi & RiRAR AR

36.

A B — P R U A R B 2 TR A
BE 25
RZF—ZTF_A+hB AEBETIH
B 752 AU BB GPL2 9.999% % 7N 1 25 (1A
W RE A GPLJEW‘i [ % 5 Q0% AR A1 2 2
B AR 4~ EA192,600,000/ 7T ° H
CP50,690,000H§Hﬁﬁfﬁz%o.oﬁ%ﬁZLK
ARIEBRERITIERBRE:

MRZZB—ZEFENA-+XB KE@EsE
MWEEE LA RS Bl AEE
U B Green Paradise 2 100%/% A8 # 25 (&
FFBGPLZO.999% B Az ) o A =& —
TEPMA/ -+ B (K KBEEH)
50,690,000i% AR Bl AR 2 A FELA =
87,694,000/ 7T - JHR R UL HE H AT ER1F 2
EAMERETE -

Green Paradisex 2R FREZER - K&
BRI EBEIE 2 —EEAGPLY
9.999%H% 75 1 7 © IRGPLZ i IR 78 38 il
RiERFEE S EEntETE-
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th 5 B B 2 )

3T R T AF+— A
Z+=H &R 7 EMarigoldz] 37 B & %
FOBE ARAREBAKHGRELE M
MarigoldE B IEHFREBE L ESE 2
B BRELESEERBTEE IS
A8 A180,000,0007% It

37. DISPOSAL OF SUBSIDIARIES 37.
As referred to Note 13, on 23 November 2009, the Company
entered into a sale and purchase agreement with Marigold, whereby
the Company had conditionally agreed to sell and Marigold had
conditionally agreed to buy the entire interests in Disposal Groups
including the amounts owing by the Disposal Groups to the Remaining
Group for a consideration of HK$180,000,000.

HEER-Z-—FF - - THBRTZK
REFRIA S DEARR BRI A W=
Z-ZE=F-+MWATK-HALEE

The disposal was approved by the shareholders of the Company in the
special general meeting held on 20 January 2010 and was completed

on 24 March 2010. The relevant information of the disposal was as

follows: PSS UNNE
HK$’000
FET
Net assets disposed of: BHEEEFE:
Plant and equipment BB K & 7,517
Deferred plantation expenditure FEIETEER Y 8,963
Deposit for plantation expenditure EEATEe 30,230
Biological assets EYEE 66,200
Intangible assets m A E 72,909
Loan advanced to a non-controlling m—RIEERERFTE ARBER
interest holders 759
Deferred tax assets EERIEE E 489
Trade and other receivables B 5 & E W GRIE 8,471
Bank balances and cash RITERRIBS 1,133
Interest in a jointly controlled entity R—HEHEEEHE S #Exn (1,130)
Other payables H b i 15 FRIB (5,473)
Income tax liabilities FrEBAasE (8,082)
Deferred tax liabilities BEERIBERE (3,504)
Non-controlling interests FEVERR R = (484)
Net assets at the date of disposal HEEEZEEFE 177,998
Exchange reserves realised on disposal of HEN B A RS IR 7 & X G
subsidiaries (1,677)
Reversal of loss on remeasurement to BRESHEQAFERLERAZEE
fair value less cost to sell 1,952
Total consideration BR(E 178,273
Satisfied by cash LATR & S+ 180,000
Less: Transaction costs W R B AN (1,727)
178,273
Net cash inflow arising on disposal: HEEEZRERAFE:
Cash consideration received BRRENRE 180,000
Transaction costs paid B R ZEA (1,727)
Bank balances and cash disposed of BEHERTEBRLRES (1,133)
{77,140
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37.

38.

39.

130

DISPOSAL OF SUBSIDIARIES (continued) 37

The impact of Disposal Groups on the Group’s results and cash flows
in the current and prior periods is disclosed in Note 13.

RELATED PARTIES AND CONNECTED PARTIES  38.

TRANSACTIONS

Except as disclosed elsewhere in the consolidated financial
statements, the Group entered into the following significant related
party transactions with related parties:

Compensation of key management personnel
The remuneration of the directors of the Company and other members
of key management during the year was as follows:

B E A H )
Em&ﬁ&%%ﬁ%%@ﬁ$%@%%&
HemE Y PRI HE -

L YN F YN

BRERE MBSk H A 2B D P #E BB & 41 - R
SETHEFHEALETATEAEHE
ALTRS:

B XSS UNISE T
AATMEERAMEBERABREAZ
BomT :

2011
e i

2010
—T—FTF
HK$’000
FH&T

HK$’000
FEx

Shortterm benefits S HIE A 6,393 8,914
Post-employment benefits BER RN 35 36
Share-based payments F&AD - 3k - 1,279

6,428 10,229

The remuneration of directors of the Company and key executives
is determined by the remuneration committee having regard to the
performance of individuals and market trends.

COMMITMENTS 39.

At the end of the reporting period, the Group had the following
commitments:

(@) Commitments under operating leases
The Group as lessee
The Group leases certain of its office premises and staff
quarters under operating lease arrangements. Leases for
properties are negotiated for a term ranging from two months
to three years and rentals are fixed.

NORTH ASIA RESOURCES HOLDINGS LIMITED 1tZi & RiRAR AR

ARREEREEZTHA B Z 5Bt 3B
ZEERERNETIZRBARMELBEE
iE

R
I AR AR I TR

(a) REHERSE
AEBERABA
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39. COMMITMENTS (continued) 39. A& (a0
(@) Commitments under operating leases (continued) (a) REMERE @)
The Group as lessee (continued) AEBERABA (&)
At the end of the reporting period, the Group had R EHIR - NEBERE T ] #/H
commitments for future minimum lease payments under non- LS EE AT BIE R HA 2 R 2R &%
cancellable operating leases which fall due as follows: ERESFEENT :
2011 2010
—5—-% —z-T%
HK$’000 HK$’000
FH FHT
Land and buildings T REF
Within one year —FR 4,233 3,640
In the second to fifth year inclusive F_EZERF
(RREEEMSE) 1,660 3,988
5,893 7,628
(b)  Capital commitment for acquisition of plants and (b) W5 MR 2 B A
machineries R
2011 2010
—E——fF —E—TF
HK$’000 HK$’000
FET T
Contracted but not provided for EHEEES 2 - 18,453
(c)  Capital commitment for investment in a (¢ HFEHEHBEZEARKNE

cooperation project

2011 2010
—g——fF —2-%F

HK$’000 HK$’000
FHT FAT

Contracted but not provided for BRI #E R B 6,552 6,552
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40. STATEMENT OF FINANCIAL POSITION OF THE  40. A6 & RME

COMPANY
2011 2010
—ET——F —T—TF
NOTES HK$’000 HK$’000
Kt FExT T
Non-current assets FRBEE
Plant and equipment B &k 1,563 2,686
Investments in subsidiaries RHTB AR ZRE 230,156 1,011,924
231,719 1,014,610
Current assets REEE
Other receivables H b U FRIB 1,952 1,769
Amounts due from subsidiaries A= PNGIE /S (a) 387,731 337,190
Amount due from a director U — B EERIA 265 262
Bank balances and cash RITEBRKERS 13,223 219,023
403,171 558,244
Current liabilities REBAE
Other payables Efﬁzréﬁm 6,858 6,834
Amounts due to subsidiaries FETHY B A RIFRIA (a) 3,334 34,472
Other borrowing HEiER 8,000 =
Derivative component of AR EREE
convertible loan notes TTHET A S 1,775 -
Liabilities component of AMREREEAET D
convertible loan notes 242,828 -
262,795 41,306
Net current assets REBEERE 140,376 516,938
372,095 1,531,548
Capital and reserves EAXRHE
Share capital & < 11,380 8,514
Convertible preference shares A B 48 ST R 20,865 23,387
Reserves & (b) 339,850 1,188,527
Total equity EREE 372,095 1,220,428
Non-current liabilities kRBEE
Liabilities components of AMBREREEREEID
convertible loan notes - 295,950
Derivative components of TL—H&%?K%‘%
convertible loan notes PTETAH - 15,170
- 311,120
372,095 1,531,548
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40. STATEMENT OF FINANCIAL POSITION OF THE ~ 40. A/A & BB AR L2 (a0

COMPANY (continued)

(a) Amounts due from/to subsidiaries (a) JE W, A Fi g 2 w1 kO
The amounts are unsecured, non-interest bearing and ZERRREER RERERE
repayable on demand. The fair values of the amounts at SRR - AR Z SR IE RS BN
the end of the reporting period was approximated to the EIH - R ERREHR 2 A EH
corresponding carrying amounts due to their short-term BRAEEAS -
maturity.

(b) Reserves (b) ek

Share Contributed Convertible  Share options Accumulated
premium surplus  bonds reserve reserve losses Total
B4
R iE HABH BH BRERE 2REE @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThET FhT T TAL ThET T
At 1 January 2010 WZE-T4-A—-H 3,478,869 408,268 6,028 26,085 (238,199) 3,681,051
Loss for the year FERE - - - - (3,037,439)  (3,037,439)
Issue of shares upon AN TEBEMETRA
- placement of shares -EERH 387,674 - - - - 387,674
— conversion of convertible preference  — ¥ A M EHEE R
shares (285) - - - - (285)
— acquisition of non-controlling -RE-FRBARZ
interest of a subsidiary SRR 87,187 - - - - 87,187
~ transaction costs attrioutable to —R{IRDERZ
issue of shares RAMA (13,045) = = = = (13,045)
Redemption of convertible loan notes B A AR E T Z 15 - - (6,028) - 6,028 =
Recognition of equity component of %wu\"ﬁﬁﬁx, HER
convertible loan notes Bais = - 31,190 - - 31,190
Transaction costs attributable FITRRENEE
to the issue of convertible loan notes  FE{5 2 X AL - - (1,559) - = (1,559)
Recognition of equity-settled ﬁgwu RALEERDER
share-based payments - - - 3,460 - 3,460
Deemed contribution from equity ReRHRBEELRME
holders arisen from waiver of ERRBANTE
promissory notes (Note 32) (Biz#32) - 50,293 - - - 50,293
At 31 December 2010 and RZZ-ZF+-A=1-H
1 January 2011 k-Z—%-8-H 3,940,400 458,561 29,631 29,545 (3,269,610) 1,188,527
Loss for the year FEER = - - - (848333 (848,333)
Issue of shares upon conversion of R AIEHEER
convertible preference shares mETRH (344) - - - - (344)
Derecognition of equity component of ~ SIBBEA TR EHZH 2
convertible loan notes Bugn - - (29,631) - 29,631 -
At 31 December 2011 WZE——F+-A=1—-H 3,940,056 458,561 - 29,545 (4,088,312) 339,850
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41. INVESTMENTS IN SUBSIDIARIES 41. PHEAFRZHE
At the end of the reporting period, the Company has interests in the RIEAR ARBR T EZH B QA
following principal subsidiaries: WA

Nominal value of

paid-up share/ Proportion of
Company Place of incorporation registered capital ownership interest Principal activities
BEARG/
AT SEAR AR 3L 3t B HEMERZHE EERELA TEER
2011 2010
“Z2--% —Z-ZF
% %
Held directly:
EERA:
Technology Venture BVI USD1,000 100 100 Investment holding
Investments Limited
EBRAHE 1,000% 7T 100 100  REZK
NAR BVI USD60,000 100 100 Investment holding
TR ER EBRAHE 60,0007 100 100  REZK
Held indirectly:
BEsE:
Dadizi Yuan Mongolia UsD107,366 100 100 Mining operation
SHAM BN 107,366 T 100 100 R
Global Link Logistic LLC Mongolia UsD716 33 - Coal logistics
S 716E 7T 33 - BEroR
GPL Mongolia UsD100,010 99.99 99.99 Mining operation
BN 100,010% 7T 99.99 9999 R
Green Paradise BVI USD50,000 100 100 Investment holding of
mining operation
RBRAHS 50,0005 T 100 100  REEBREZR
NAR Gold Fox Group Limited BVI USD50,000 100 100 Coal trading
EBRAHE 50,0005 7T 100 100 HKKEH
Sequent China/Hong Kong Limited Hong Kong HK$10,000 100 100 Distribution of information

technology products and

provision of computer

technology services
BE 10,000/ 7T 100 100  HHEARBEMR

REE MR MR
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41. INVESTMENTS IN SUBSIDIARIES (continued)

Nominal value of
paid-up share/
Company Place of incorporation registered capital

BEaRH/

AH 2t 1 B S 4 B SEMERZEE

A E AR Z BE )

Proportion of

S

Technology Venture (Software) BVI USD1,000

Holdings Limited
RBRAHE 1,000 7T

Topasia Computer Limited Hong Kong HK$10,000

BrERERAF B 10,000/ 7T

Topsoft Limited Hong Kong HK$10,000

EERHARAR B 10,000/ 7T

# Topasia Tech (Shanghai) The PRC Registered capital
Limited (Note) USD3,800,000

B (8 ERAA HE & 753,800,0005 7
(het)

# Topasia IT (Shanghai) The PRC Registered capital
Limited (Note) USD1,000,000
BlEERERS (L8) Gl & 4°4,000,000% 7T
BRDAE (Ait)

Note:  Wholly-owned foreign enterprises.
ik For identification purpose only

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affect the results for the year or
formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

None of the subsidiaries had any debt securities outstanding as
at the end of the year or at any time during both years ended 31
December 2011 and 2010.

ownership interest Principal activities
BERELE TEXH
2011 2010
100 100 Investment holding
100 100  REEK
100 100 Distribution of information

technology products and
provision of computer
technology services

100 100 HEEARRERR
RS IR RS
100 100 Distribution of information

technology products and
provision of computer
technology services

100 100 HEEARRERR
RS IR RS
100 100 Distribution of information

technology products and
provision of computer
technology services

100 100 AHEAMEERK
AL S B R TS
100 100 Provision of systems

integration and
maintenance services

100 100  RERGEKR
RERSK

Krat: S EBELE-
% Eqasz vl

EXRMIARBMBARIGREERAE

FEAREFAXEIRRAEEHEE
FEERFDZ AR -EERA Rt EAM
MEBARZF#BERSREBN TR

BENBARBETANFLEBRRER
—B——FR=F—FTF s =+—H
1E P F E AR R AR EISEH o
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42.  SUBSEQUENT EVENTS
i) As detailed in the Company’s announcement dated 3 January
2012, the conversion price of 2010 Convertible Loan Notes A
was adjusted from HK$1.30 per share to HK$0.27 per share
effective from 3 January 2012.

ii) As detailed in the Company’s announcements dated 6
January 2012 and 7 February 2012, the Group and Bond
Holder A had entered into Supplementary Agreement B in
relation to the alteration of certain terms and conditions of
2010 Convertible Loan Notes A. Pursuant to the resolution
passed in a special general meeting on 23 February 2012,
the alterations were approved by the shareholders. The
alterations of the terms of 2010 Convertible Loan Notes
A mainly are the change of maturity date from the third
anniversary of the date of issue to 13 December 2012
and various terms regarding increased charge on additional
preference shares, amendment on redemption upon change
of control and additional terms on redemption as a result of
a major assets acquisition and/or disposal and guaranteed
return.

Details of the aforesaid alterations are set out in the
Company’s circular dated 8 February 2012.
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42.

He 1R I

i)

WA RBHEA=T—=—F—A
:EIZA%@T#}&A*@:%*;?
FABRREFEBRZ HBERTR
1.30% THEBERER0.2THEIT B
T —F—HA=HRBER

WA RBHA=—T—=—F—A
ANAERZZE—Z-F-RARtHZA
fRpTsEa - AEBEEEHFEE AA
IR MEB WA A BERAR
—E-TFABRBRERERCET
BEREGE - RE-_ZT——F_A1
T =ARRRFIASBBIIR
HR AHEEHREERRIE S
WA T —TF A RBREREE
ZIGERE EEP RGN EHA B
THERFE=AFHA=T—=

F+-—A+=8" ' WHREEEIN
B I 0N 2 % T8 R K - 224
E ik BRABLORGN 217 KA
BEREERER S E RRE

3 [ AR 17 2 BB AME K o

FERZ FEEHN A AT B ER
T ——F-AN\BZ@EK-
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