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CHAIRMAN’S STATEMENT
EREHRE

2013 marked an important year for North Asia Resources Holdings Limited

(the “Company”, together with its subsidiaries as the “Group”).

During the second half of 2012, a wholly-owned subsidiary of the Company
entered into an acquisition agreement for the purchase of certain coal
mines in Shanxi Province, the People’s Republic of China (“PRC”) from City
Bloom Limited (“City Bloom”) at an aggregate consideration of HK$4,662
million. Contemporaneous with the signing of the acquisition agreement,
the Company also entered into a disposal agreement with Mountain Sky
Resources (Mongolia) Limited (MSM, a connected party of the Company)
for the disposal of the Company’s iron mining, coal trading and logistics
businesses at a consideration of HK$600 million. To facilitate the payment
of consideration for the disposal agreement, MSM and City Bloom also
entered into an agreement in relation to the sale of MSM’s shares and
convertible preference shares contemporaneously with the entering into of
the acquisition agreement and the disposal agreement (the “Mountain Sky

Agreement”).

At the same time, the Company also managed to reach an agreement with
its convertible bond holder, Business Ally Investments Limited, pursuant
to which US$15 million out of the US$30 million convertible bonds
were converted into shares, and certain existing terms of the remaining

convertible bonds had been revised.

The above mentioned acquisition, disposal and restructuring had been
completed on 7 June 2013 upon which the Group had set its sight on

achieving another milestone.

On 18 December 2012, the Company entered into a placing agreement with
a placing agent, pursuant to which the placing agent conditionally agreed
to procure, on a best-effort basis, placees to subscribe for new convertible
bonds at conversion price of HK$0.31 per conversion share and promissory
notes, each of them had an aggregate principal amount of not more than
US$30 million. The placing has been completed on 24 June 2013 and 3 July
2013 respectively. The net proceeds from the placing were approximately
US$59,642,000 (equivalent to approximately HK$465,208,000).
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CHAIRMAN’S STATEMENT
EREHRE

Following completion of the above acquisition, disposal, restructuring and
placing, the Group had been actively engaged in technical improvement
works in various coal mines in Shanxi Province to avail them for commencing
production operation as early as possible. However, on 28 September 2013,
an accident (the “Accident”) occurred at a coal mine in Fenyang Municipality,
Shanxi Province, the PRC. It was noted that ten workers lost their lives in
the Accident. Subsequent to the Accident, the Group received a formal
notice from LLPE& Bk T2EE (Shanxi Provincial Coal Industry Office*) and
HRMER TS (Gujiao Municipality Coal Industry Bureau*) to the effect
that all construction and development works of all mining sites-in-progress
located in Shanxi Province, the PRC be immediately suspended and might
only resume upon successful passing the examination and checking of the
various safety measures adopted to mining sites, included but not limited
to the geological conditions, ventilation, sequence of construction, site

condition and construction team management.

Upon receiving the notice, the Group had immediately established a
dedicated project team to address the issue and assume the responsibility
of implementing rectification measures. In January 2014, the relevant
rectification plans for all the mining sites located in Shanxi Province had
been duly submitted to the relevant local coal industry bureaus pending their
approvals. After implementation of the rectification measures and inspection
of the implementation of rectification measures by the relevant authorities,
the Group will apply to the relevant authorities to resume the construction
and development works at the Group’s mining sites located in Shanxi
Province so that the production in such mining sites might be commenced

as early as possible and generate income and profits for the Group.

Regarding the Banking and Finance Systems Integration Services
Businesses, despite increase in turnover last year, operation costs had
been surging due to fierce market competition, resulted in decrease in
gross margin and further increase in loss for the year. With visibility of the
PRC economy remains poor and market competition keeps intensifying,
it is anticipated that this business segment will continue to face some
spectacular challenges in 2014. | should also mention how much our entire
staff and myself are saddened by the pass away last July of Mr. Tang Kin
Hung, who had been responsible for this segment of the Group for many
years. | would like to express my sincere appreciation to Mr. Tang for his
contributions over the years and | hope all the staff members will make

unremitting efforts for the thriving of this business.

* For identification purpose only
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CHAIRMAN’S STATEMENT
EREHRE

There are a number of uncertainties underlying the gold mining operation,
resulting in stagnation of its development. The Group disposed of such
business in last October so that resources could be transferred to the more

sustainable businesses.

Following the restructuring exercise in 2013, | believe the Group now
has greater potential and more ample room for future development. With
commencement of production of various mines forthcoming, we expect
stable and sizeable income stream and profit to flow into the Group, and the

resulting strong cash flow will fuel our business to stronger future growth.

I would like to take this opportunity to thank our management and the
entire staff for their loyalty and dedication. | would also like to thank all
our shareholders and business partners for their trust and confidence in
the board of directors and management of the Group. With the concerted
efforts of all members of the staff, | believe the businesses of the Group will

continue to thrive and generate greater returns for our shareholders.
Mr. Zhang Sanhuo
Chairman

Hong Kong, 27 March 2014
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MANAGEMENT DISCUSSION AND ANALYSIS

B WED

FINANCIAL REVIEW

Review of Results

For the year ended 31 December 2013, the Group recorded a turnover of
approximately HK$129,737,000 (2012: approximately HK$86,147,000),
which represented an increase of approximately 50.6%. Turnover for all
segments in 2013 increased over last year. The increase in the turnover
of the coal mining segment was due to the sale of coking coal by the coal
mines which were acquired by the Group during the first half of the year
20183. The increase in the turnover from the banking and finance system
integration services and software solutions segment was mainly due to
increase in sale of automatic teller machines. There was no sale of coking
coal during the year 2012.

For the year ended 31 December 2013, the Group recorded a gross profit
of approximately HK$22,504,000 (2012: approximately HK$18,687,000),
which represented an increase of approximately 20.4%. The increase in
gross profit was mainly contributed by the coal mining as there was sales
of coking coal during the year 2013 which offset the effect of the decrease
in gross profit in the banking and finance system integration services and
software solutions segment.

The Group recorded a loss of approximately HK$4,146,198,000 as
compared to a loss of approximately HK$114,364,000 last year, which
amounted to an increase of approximately HK$4,031,834,000. The
increase in loss for the year 2013 was mainly attributable to the impairment
loss recognised in respect of goodwill and mining rights, increases in
administrative and operating expenses and finance costs. The impairment
loss recognised in respect of goodwill and mining rights amounted to
approximately HK$3,661,555,000 and HK$228,439,000 respectively which
was arising from the decrease in fair value of coal mining business acquired
on 7 June 2013. The decrease in the fair value of the coal mining business
was mainly due to the delay on the mines’ development schedules, the drop
in prevailing coal prices in recent months and the increase in market required
rate of return due to the increase in risk-free rate. Greater China estimated
the fair value of the coal mining business based on the income approach
using a discount rate of 16.42% (16.09% as at 7 June 2013) and prevailing
coal price of HK$1,002 per tonne (HK$1,173 per tonne as at 7 June 2013).
The mines’ development schedule was delayed by an average of 6 months
between 7 June 2013 and 31 December 2013 due to an accident in an
unrelated Shanxi mine. For more information about the accident, please refer
to the section of Business Review for Coal Mining. Details of the impairment
loss recognised in respect of goodwill and mining rights are set out in Note
18 and Note 17 respectively.

Except for the changes to the development schedule and coal prices stated
above, there has been no change in valuation methodology and only minor
changes in discount rate and other miscellaneous factors in comparison to
the previous valuation of Lexing Group dated 7 June 2013.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREFWED T

The administrative and operating expenses for the year 2013 was
approximately HK$201,241,000 (2012: 53,196,000) which represented an
increase of 278.3% when compared with the year 2012. The increase was
mainly attributable to the increase in staff cost due to the acquisition of the

coal mining business on 7 June 2013.

The finance cost for the year 2013 was approximately HK$263,877,000
(2012: HK$56,915,000) which represented an increase of 363.6% when
compared with the year 2012. The increase was mainly attributable to the
issue of New CBs and PNs (as defined below) issued by the Company,
each in principal amount of US$30 million during the year under review.
Also, additional loan interests were incurred arising from the amount due
to Shanxi Coal Transportation and Sales Group Co., Ltd. (“Shanxi Coal

Transportation”) were incurred for the coal mining business.

FINAL DIVIDEND

The directors of the Company (the “Directors”) do not recommend the
payment of a final dividend for the year ended 31 December 2013 (2012: nil).

BUSINESS REVIEW

Overview

During the period under review, the Company has been diligently working
towards the simultaneous acquisition of certain coal mines in Shanxi
Province (the “Acquisition”); the disposal of its iron mining, coal trading and
logistics businesses (the “Disposal”); and the restructuring of its existing
financial obligations with Business Ally (the “Restructuring”). The Acquisition,
Disposal and Restructuring were completed on 7 June 2013. Full details
of the Acquisition, Disposal and the Restructuring had been published in
the announcements of the Company dated 8 October 2012, 29 November
2012, 14 December 2012, 28 February 2013, 13 March 2013, 18 March
20183, 7 June 2013, 11 June 2013 and the Company’s circular dated 25
March 2013.
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MANAGEMENT DISCUSSION AND ANALYSIS

B WED

Furthermore, towards the end of 2012, the Company entered into a placing
agreement to place the convertible bonds (“New CBs”) and the promissory
notes (“PNs”) each in the principal amount of up to US$30,000,000
(the “Placing”) on a best effort basis and supplemented by extension
letters dated 31 December 2012 and 18 March 2013 and supplemental
agreements dated 11 June 2013, 24 June 2013 and 28 June 20183.
Part of the Placing was completed on 24 June 2013 and the remainder
was completed on 3 July 2013. The net proceeds from the Placing were
approximately US$59,642,000 (equivalent to HK$465,208,000). The Placing
further solidifies the Company’s plans for the operation of the coal mines

upon the completion of the Acquisition.

Coal mining

Following the completion of the Acquisition on 7 June 2013, Lexing has
become an indirect wholly-owned subsidiary of the Company. Lexing Group
currently owns 49% interest in a Shanxi coal mining business that owns
and operates five coking coal mines in Gujiao city of Shanxi province in the
People’s Republic of China (“PRC”). According to the Competent Person’s
Report issued by John T. Boyd Company, as at 21 November 2012, the
mines have an aggregate 87.85 million tonnes resources and 46.59 million
tonnes recoverable reserves under the Joint Ore Reserves Committee of the
Australian Institute of Mining and Metallurgy (“JORC”).

According to announcement made by the Company dated 16 October 2013,
on 28 September 2013, there was an accident (the “Accident”) occurred in
a coal mine (the “Accident Mine”) in Fenyang Municipality, Shanxi Province,
the PRC. To the best of the Directors’ knowledge and information, ten
workers were passed away in that Accident. The Group has no relationship
with the Accident Mine and the Group has no interests in the Accident Mine.
Subsequent to the occurrence of the Accident, on or about 15 October
2013, the Group had received official notifications from L84 ik T2
& (Shanxi Provincial Coal Industry Office*) and &M ER T%#/B (Gujiao
Municipality Coal Industry Bureau®), pursuant to which the construction and
development works of all mining sites under construction which are located
in Shanxi Province, the PRC would be suspended and the construction work
of such mining sites would be resumed upon the successful examination
and checking of the various safety measures adopted at such mining sites
including but not limited to the geological conditions, ventilation, sequence
of construction, site condition and construction team management.

*

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREFWED T

Subsequent to the notifications issued by LLIPEEER T (Shanxi
Provincial Coal Industry Office*) and & XMk T B (Gujiao Municipality
Coal Industry Bureau*) as disclosed in the announcement made by the
Company dated 10 January 2014, |[UFEE KEREHARBTHAEE (Shanxi
Provincial Taiyuan People’s Government Office*) had issued a notification
to the relevant local authorities and units in relation to the proposed
implementation of rectification scheme for coal mines including the taking
of necessary measures on the hydrological and geological conditions,
ventilation and gas management, site conditions, sequence of construction
and construction team management. According to the document, the local
coal industry bureaus shall conduct inspections of the relevant mining
sites and shall supervise the mining sites to carry out the rectification. The
relevant coal industry bureaus had issued notifications to the Group in
relation to, among others, rectification of the Group’s mining sites located
in Shanxi Province accordingly. According to such notifications, the Group
shall, within 15 to 45 working days after approval of the rectification plan
for each mining sites by the relevant local coal industry bureau, carry out
and implement the rectification measures including but not limited to the
hydrological and geological conditions, ventilation and gas management,

site conditions and sequence of construction.

After implementation of the rectification measures and inspection of the
implementation of the rectification measures by the relevant authorities, the
Group shall be entitled to apply to the relevant authorities to resume the
construction and development works of the Group’s mining sites located in
Shanxi Province. The Group has already established specific project teams
which are responsible for the rectification planning and the implementation
of the rectification measures. The relevant rectification plans for all the
mining sites located in Shanxi Province have been duly submitted to the
relevant local coal industry bureaus and the plans are pending approval
from each of the relevant coal industry bureaus. After implementation of
the rectification measures and inspection of the implementation of the
rectification measures by the relevant authorities, the Group will apply to the
relevant authorities to resume the construction and development works of
the Group’s mining sites located in Shanxi Province.

*

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS
B WED

Given the uncertainties as stated above, based on the best estimation by
the management of the Group, the schedule of the improvement works and

operation of the respective mines are set out below:

Liaoyuan Mine FERER
Jinxin Mine S EER
Xinfeng Mine ZEER
Bolong Mine $HREnER
Fuchang Mine BEERE

The board of directors will continue to use its best endeavours to satisfy
the conditions set forth by the relevant authorities with an aim to resume
the construction and development work of the Group’s mining sites located
in Shanxi Province as soon as possible. We will keep shareholders of the

Company updated for the development as and when appropriate.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREFWED T

The summary of expenditure incurred for the year ended 31 December 2013

for the mine development and improvement works are set out below:

Liaoyuan Mine ERER
Jinxin Mine S HER
Xinfeng Mine EZERER
Bolong Mine MEERRE
Fuchang Mine EEEE
Total 5

Resources and reserves of mines

The mines and projects owned by the Group have significant coal
reserves and resources under the JORC. According to the Competent
Person’s Report from John T. Boyd Company disclosed in the circular of
the Company dated 25 March 2013, as of 21 November 2012, the total
aggregate proved and probable recoverable reserves of coal in Liaoyuan
mine was approximately 7.91 Mt, the total aggregate proved and probable
recoverable reserves of coal in Jinxin mine was approximately 3.55 Mt, the
total aggregate proved and probable recoverable reserves of coal in Xinfeng
mine was approximately 7.41 Mt, the total aggregate proved and probable
recoverable reserves of coal in Bolong mine was approximately 22.04 Mt
and the total aggregate proved and probable recoverable reserves of coal in

Fuchang mine was approximately 5.68 Mt.
The Group estimated resources and reserves as of 31 December 2013

were the same as that as at 21 November 2012 because the commercial

operation of all five mines had not been commenced.
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MANAGEMENT DISCUSSION AND ANALYSIS

B WED

JORC Mineral Resources and Reserves as of 21 November 2012 and 31
December 2013:

In-Place Resources (Mt)

HE-ZT—=—F+—A=Z+—BRZZE—=F
+=ZA=+—HBZJORCEEAFLH#E

Recoverable Reserves (Mt)

RuER(BEM) AYER#E (&)

Measured Indicated Inferred Proved Probable Total

A ) tid % A5t

Liaoyuan 8.97 6.52 2.53 18.02 4.42 3.49 7.91

Jinxin 1.97 4.92 0.45 7.34 1.11 2.44 3.55
8B

Xinfeng 6.39 6.59 - 12.98 4.09 3.32 7.41
£

Bolong 19.17 19.98 - 39.10 11.45 10.59 22.04
$HEE

Fuchang 8.10 2.31 - 10.41 4.62 1.06 5.68
==

Total 44.60 40.27 2.98 87.85 25.69 20.90 46.59
#Et

Banking and finance systems integration services business
In the year 2013, the PRC economic slowdown caused many difficulties to
our banking and financial systems integration services business, including

shortage of funds and increased operating costs.

There was strong competition in the traditional automatic teller machine
(*ATM”) market causing prices to fall. Furthermore, demand for traditional
ATMs with only withdrawal functions have also fallen. In contrast, the
demand for new integrated ATMs with integrated withdrawal and deposit
functions are becoming main stream in PRC banks. In 2013, we also started
promoting two Japanese brands to certain PRC banks and have received a

number of orders.

ATM maintenance fees kept falling, which put pressure on our gross margin.
We managed to maintain and increase our volume of orders by controlling

costs and focusing on providing quality service.

During the year, we also began cooperation with US manufacturers of
postage machines, providing installation and maintenance services to

certain PRC post offices.

ROTREHAREKBHE XL
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MANAGEMENT DISCUSSION AND ANALYSIS
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We expect the worldwide economy and business environment in 2014 will
be difficult. We will continue to take measures to control costs, increase

sales, improve service quality, and hope to change losses into profit.

We will rely on our existing wide maintenance network and strong
relationship with clients to continue our maintenance service of integrated
ATMs while increasing our number of services for other brands and models,

and strive to increase the number of orders.

As integrated ATMs have become a main stream product, our company will
continue to heavily promote it to clients to upgrade from traditional ATMs
to integrated ATMs and also to new clients to increase sales. In additions,
we will continue to cooperate with Security Products manufacturers, to
provide complete solutions for securities, insurance and foreign exchange

companies.

In the year of 2014, we will keep enhancing our internal control, strive to
control costs, streamline staffing and strictly control expenses. At the same
time, we will endeavor to improve our systems, strengthen coordination,
standardize company operations and increase efficiency so as to cope with

the challenges we are facing.

Gold mining
Dadizi Yuan LLC*, a wholly-owned subsidiary of the Group, holds mining
and exploration licenses in respect of two alluvial gold mines located in Khar

Yamaat, Khongor and Sharin Gol Soum of Darkhan Uul aimag, Mongolia.

As reported in our 2012 Annual Report, the gold mining at Khar Yammat
site was suspended since the end of 2010 due to the severe inclement
winter conditions. Political uncertainties surrounding the Mongolian elections
and the aftermath have extended the suspension of operation during the
year under review. As the business still in the early stages, there are a lot
of uncertainties involved in the development and require further investment
of capital. As a result, the Group had disposed of the gold business on 23
October 2013 in order to better utilize the resources of the Group on the coal
mining business.

*

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

B WED

Coal trading and logistics

The coal trading and logistics businesses of the Group are carried out
by Good Loyal Group Limited (“GLG”) through its subsidiary, Global Link
Logistics LLC (“GLL”") and a subsidiary of North Asia Resources Group
Limited (“NARG”), NAR Gold Fox Group Limited (“NAR Gold Fox”). The
logistics operation at the Gants Mod border crossing is operated through
GLL while the coal trading business at Ceke border crossing is operated
through NAR Gold Fox. The entire issued share capital of GLG and NARG
were disposed on 7 June 2013.

Updates to legal proceedings

As detailed in the Company’s announcements each dated 27 August 2012
and 8 October 2012, and the Company’s 2012 Annual Report, the Directors
were notified that Mountain Sky Resources Holdings Limited (the “Claimant”)
on 21 August 2012 had filed a claim (the “Claim”) in the High Court of Justice
of the British Virgin Islands. The Claim is against Mountain Sky Resources
(Mongolia) Limited (“MSM”), Ultra Asset International Limited (“Ultra Asset”),
the Company and Guang Cheng Group Limited (“Guang Cheng”) which is
a wholly-owned subsidiary of the Company (together, the “Defendants”). At
that time, MSM is owned as to the majority by Ultra Asset and the Claimant
is a minority shareholder. Please refer to the announcement of the Company
dated 27 August 2012 for further details of the Proceedings.

As disclosed in the announcement made by the Company dated 2 October
2013, the Claimant and the Defendants entered into a deed of settlement
(the “Deed of Settlement”) in full and final settlement of the Proceedings.
Pursuant to the terms of the Deed of Settlement, the parties agreed that,
among other things, (i) the Proceedings be discontinued; and (ii) upon
completion of the transfer of certain shares including shares of the Company
from Ultra Asset to the Claimant and the discontinuance of the Proceedings
as agreed under the Deed of Settlement, the parties shall unconditionally
release each other (including their shareholder, employees and directors)
from all and any claims, actions, proceedings or suits of any nature arising
out the allegations, disputes or events which form the factual subject
matter of the relevant disputes or the Proceedings, except in relation to the
implementation of, or a breach of, the terms of the Deed of Settlement.

NEBBRE S YR ERBEGood Loyal Group
Limited ([ GLG 1) i 8 E Fff & 2 & Global Link
Logistics LLC([GLL]) Rt &EREEER A A
(MHERERER ) 2 HP —FHEHERFINAR Gold
Fox Group Limited([NAR Gold Fox])#1T o i H
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MANAGEMENT DISCUSSION AND ANALYSIS
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Neither the Company nor Guang Cheng had an obligation under the Deed
of Settlement to transfer shares or any other property and no amounts,
sums or assets will be paid or received by the Group under the Deed
of Settlement. Neither the Company nor Guang Cheng had given any
guarantee in favour of the other parties under the Deed of Settlement.
Neither the Company nor Guang Cheng had any particular obligation under
the Deed of Settlement which would affect the financial position or business

operations of the Group.

OUTLOOK

As stated in the Interim Report 2013, the Acquisition has strengthened
the Group’s revenue and asset base. Even though the dates of the
commencement of the commercial operation of those coal mines are
delayed, the Company is confident that investing in coal mining business
enables the Company to have a better growth prospects and will create

more values to our shareholders.

LIQUIDITY AND FINANCIAL RESOURCES

Net assets

At 31 December 2013, the Group recorded total assets of approximately
HK$13,101,882,000 (2012: HK$649,419,000), which were financed by total
liabilities of approximately HK$11,413,646,000 (2012: HK$400,662,000)
and total equity of approximately HK$1,688,236,000 (2012:
HK$248,757,000). The Group’s net asset value as at 31 December 2013
increased by 578.7% to HK$1,688,236,000 as compared to approximately
HK$248,757,000 as at 31 December 2012.

Gearing

At 31 December 2013, the Group’s gearing ratio, computed as the Group’s
other borrowings, promissory notes and liabilities component of convertible
loan notes over the total equity was approximately 1.78 as compared to
approximately 1.18 as at 31 December 2012.

The increase in the gearing ratio was mainly due to the issuance of the
Consideration Bonds amounted to approximately HK$3,548 million upon the
completion of the acquisition transaction on 7 June 2013 and the issuance
of New CBs and PNs amounted to US$30 million on 24 June 2013 and 3
July 2013 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Liquidity
The Group had total cash and bank balances of approximately
HK$88,941,000 as at 31 December 2013 (2012: HK$13,336,000). The

Group did not have any bank borrowings for both years.

Based on the working capital forecast prepared by the management with
reference to the Group’s current business plans and the financial support
by the Shanxi Coal Transportation, the management considers that the

Company will be able to finance its working capital requirement.

Charges on assets

There was no asset pledged as at 31 December 2013. At 31 December
2012, the entire issued shares of Green Paradise Enterprises Limited, was
pledged to the holder of the US$30 million convertible bonds.

Treasury policies

The Group generally finances it operations with internally generated
resources, from equity and/or debt financial 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 use internally generated
resources to finance their working capital requirements. Bank deposits are
mainly in Hong Kong dollar (“HK$”), Renminbi (‘RMB”) and United States
dollar (“US$”).

Contingent liabilities and capital commitments
The Group had no material contingent liability as at 31 December 2013
(2012: nil).

The Group has capital commitments for the acquisition of property, plant
and equipment which were contracted but not provided for as at 31
December 2013 of approximately HK$368,370,000 (2012: nil). The Group
had commitments for an investment in a cooperation project which were
contracted but not provided for totaling HK$5,772,000 as at 31 December
2012 (2013: nil).
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Foreign exchange exposure

For the year ended 31 December 2013, the Group mainly earns revenue
in HK$, RMB and MNT and incurred costs in HK$, RMB, MNT and USS$.
Although, the Group currently does not have any foreign currency hedging
policies, it does not foresee any significant currency exposure in the near
future. However, any permanent or significant changes in RMB against HK$,

may have possible impact on the Group’s results and financial positions.

Employee and remuneration policies

As at 31 December 2013, the Group employed approximately 1,131 full
time staff in the PRC and Hong Kong (2012: 210). The Group remunerates
its employees based on their performance, working experience and the
prevailing market price. Other employee benefits include mandatory

provident fund, insurance and medical coverage and training programs.

Subsequent Events

With reference to the announcement dated 2 January 2014 and the circular
dated 17 March 2014 (Unless otherwise defined, capitalised terms used
below shall bear the same meanings as defined in the said announcement
and circular), pursuant to the terms of the Remaining US$15M Convertible
Bonds, the Conversion Price of the Remaining US$15M Convertible Bonds
will be adjusted if the Year-end-month Average Closing Price as quoted in
the official daily quotation sheet of the Stock Exchange (or the equivalent)
for all the Stock Exchange dealing days on which dealings in the Shares on
the Stock Exchange took place during the Year-end-month in any calendar
year plus a premium of 15% thereof, is lower than the respective applicable
Conversion Price of the Remaining US$15M Convertible Bonds then in

force.

The Year-end-month Average Closing Price as quoted in the official daily
quotation sheet of the Stock Exchange for all the Stock Exchange dealing
days on which dealings in the Shares on the Stock Exchange took place
during December, being the Year-end-month, in the year 2013 was
approximately HK$0.175 per Share, and such Year-end-month Average
Closing Price plus a premium of 15% thereof is approximately HK$0.21 per
Share and is lower than the applicable Conversion Price of HK$0.27 per

Conversion Share currently in force.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Based on the Adjusted Conversion Price of HK$0.21 per Conversion Share
and the aggregate principal amount of the Remaining US$15M Convertible
Bonds of US$15,000,000, in the event that the Remaining US$15M
Convertible Bonds are fully converted, a total of 553,571,428 Conversion
Shares (as compared to 430,555,555 conversion shares based on the
conversion price of HK$0.27) will be allotted and issued, representing
approximately 18.78% of the existing issued share capital of the Company
of 2,946,989,712 Shares as at the Latest Practicable Date of the circular
published on 17 March 2014. Consequently, the total number of Conversion
Shares to be issued under the Remaining US$15M Convertible Bonds
will exceed the (i) general mandate granted to the Directors at the annual
general meeting of the Company held on 31 May 2010; and (i) the specific
mandate granted by the Shareholders at the special general meeting dated
12 April 2013. As such, the Company seeked the Specific Mandate from
its Independent Shareholders at the Special General Meeting which had
been held on 3 April 2014 for the approval of the allotment and issue of
123,015,873 Additional Conversion Shares.

With reference to the announcement dated 3 April 2014, the resolutions
in respect of adjustment of Conversion Price of the Remaining US$15M
Convertible Bonds from HK$0.27 per conversion share to HK$0.21 per
conversion share and the Specific Mandate for the allotment and issue of the
Additional Conversion Shares had been duly passed by the Shareholders by
way of poll during the Special General Meeting held on 3 April 2014.
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CORPORATE INFORMATION
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BOARD OF DIRECTORS

Executive Directors
Mr. Zhang Sanhuo (Chairman) (Notes 1&2)

Mr. Zhang Xu (Deputy Chairman & Chief Executive Officer) (Notes 1&2)

Mr. Tse Michael Nam

Non-Executive Director
Mr. Zou Chengjian (Note 1)

Independent Non-Executive Directors
Mr. Leung Po Wing, Bowen Joseph GBS, JP
Mr. Zhou Chunsheng (Note 2)

Ms. Leung Yin Fai (Note 4)

COMPANY SECRETARY

Mr. Chan Cheuk Ho FCPA

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11

Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS

Units 2001-2, 20th Floor

Li Po Chun Chambers

189 Des Voeux Road Central
Hong Kong

PRINCIPAL BANKER

Bank of Communications Co., Ltd.
Shop G1 & G2, G/F.
Phase |, Amoy Plaza

77 Ngau Tau Kok Road, Kowloon
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CORPORATE INFORMATION
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LEGAL CONSULTANT

Michael Li & Co.

19/F, Prosperity Tower
39 Queen’s Road Central
Hong Kong

AUDITOR

SHINEWING (HK) CPA Limited
43/F, The Lee Gardens
33 Hysan Avenue

Causeway Bay, Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE

Codan Services Limited (Note 5)

Clarendon House
2 Church Street
Hamilton, HM 11
Bermuda

HONG KONG BRANCH REGISTRAR

AND TRANSFER OFFICE

Tricor Tengis Limited

Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong

WEBSITE

http://www.northasiaresources.com

Notes:

1.

With effect from 7 June 2013, (i) Mr. Zhang Sanhuo and Mr. Zhang Xu be
appointed as the Executive Directors; and (i) Mr. Zou Chengjian be appointed as
non-Executive Director.

With effect from 14 June 2013, () Mr. Zhang Sanhuo be re-designated as the
Chairman; (i) Mr. Zhang Xu be re-designated as the Deputy Chairman and Chief
Executive Officer; (i) Mr. Zhou Chunsheng be appointed as the independent non-
Executive Director; (iv) Mr. Yang Xiaoqi resigned as the Executive Director; and (v)
Mr. Mak Ping Leung resigned as the independent non-Executive Director.

Mr. Wu Chi Chiu, the former non-Executive Director retired and not being re-
elected as the non-Executive Director and resigned as the Deputy Chairman at the
annual general meeting dated 16 May 2013.

With effect from 1 April 2014, Ms. Leung Yin Fai be appointed and Mr. Lim Yew
Kong, John resigned as the independent non-Executive Director, the chairman of
each of the Audit Committee and Remuneration Committee of the Company.

The Principal Share Registrar and Transfer Office has been changed from HSBC
Bank Bermuda Limited to Codan Services Limited with effect from 15 February
2014.
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BOARD’S AND MANAGEMENT’S PROFILE
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MR. ZHANG SANHUO

— Executive Director (Chairman)

Mr. Zhang Sanhuo, aged 48, joined the Company on 7 June 2013 as
an Executive Director, graduated from [LFAE4E KE (Shanxi University of
Finance & Economics®) (formerly known as LI 4L E28E (Shanxi Institute
of Finance & Economics®)) with a bachelor’s degree in accounting and
obtained a master’s degree in business administration from ;T % &07
(Cheung Kong Graduate School of Business). Mr. Zhang has extensive
experience in the mining industry, especially in coal and natural resources
management, and has been engaged in such business for over 20 years. Mr.
Zhang was involved in mining, technology and management of LU 784 &
F2 5 X —HE (Department of Coal of Shanxi Province Guijiao Mine No. 1*) as
its mine manager from 1991 to 1994, and was the general manager of |7
£ 383 LB (Shanxi Changtong Coal Preparation Plant*) from 1994 to 1998
and was responsible for the production management and overseas trading

of coal products. Mr. Zhang also has experience in property investments.

MR. ZHANG XU

— Executive Director (Deputy Chairman & Chief Executive Officer)
Mr. Zhang Xu, aged 53, joined the Company on 7 June 2013 as an
Executive Director, graduated from [LFEAZ (Shanxi University*) with a
bachelor’s degree in arts specialising in journalism and obtained a master’s
degree in economics from 3t FLAZ (Peking University). He was the general
manager of /@i £ E 4L = A 7] (Fulong Group Beijing Company*) (“Fulong
Group”) from 2004 to 2008 and was responsible for the management of coal
projects and was also the general manager of a 1.2 million ton coal project
of Fulong Group. He was the general manager of Shanxi Coal from 2008
to 2010, responsible for the merger and reorganisation of 15 coal mines
in Shanxi with aggregate coal reserve of over 200 million tons and annual
production capacity of five million tons. He joined |U78 @R D AR A
Al (Shanxi Changtong Energy Share Co., Ltd.*) as its director in 2011.

* For identification purpose only
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MR. TSE MICHAEL NAM

- Executive Director

Mr. Tse Michael Nam, aged 56, joined the Company on 12 February
2007 as an Executive Director and currently in charging of the new
mining operations. Mr. Tse has over 28 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. ZOU CHENGJIAN

- Non-Executive Director

Mr. Zou Chengjian, aged 71, joined the Company on 7 June 2013 as a
Non-Executive Director, graduated from | EZ Z7 (Shandong Institute
of Mining and Technology*) with a bachelor’s degree in mining in September
1965. From September 1965 to January 1970, he worked as a mining
technician at P L& B P 845 (Xishan Mining Administration Ximing Mine*).
He was promoted to the position of executive mining technician in January
1970 and acted as the mining engineer, the deputy technical manager and
the acting manager of the mining area successively from January 1970 to
April 1980. He served at the development headquarters of Fi LR FH 2
#EE& (Xishan Mining Administration Gujiao Mine District*) from April 1980 to
April 1985, during which period he worked as the deputy group leader of
the development group of FILIER BFEHE (Xishan Mining Administration
Ximing Mine*), the chief engineer and the mine manager of such mine.
He then served as the leader of such development headquarters and its
deputy general and production director from April 1985 to April 1995. From
December 1995 to December 1997, he acted as the director of R TEIS
/& (Huainan Mining Administration*). He subsequently worked as the deputy
general manager and general manager of ¥ & £ /2 &) (Huajin Coking Coal
Company*) successively from December 1997 to June 2003. Since 2004, he
has acted as the technical consultant of Shanxi Changtong and the dean of
R T AR ILPEDFE (Shanxi Branch of Hefei Design Research
Institute for Coal Industry?).

* For identification purpose only
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MR. LEUNG PO WING, BOWEN JOSEPH (GBS, JP)

- Independent Non-Executive Director

Mr. Leung Po Wing, Bowen Joseph GBS, JP, aged 64, joined the Company
on 26 March 2010 as an Independent Non-Executive Director and member
of each of the audit and remuneration committees of the Company. Mr.
Leung is currently serving as an independent non-executive director for
three other companies listed on the Hong Kong Stock Exchange namely
Paliburg Holdings Limited (stock code 0617), Quali-Smart Holdings Limited
(stock code 1348) 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.

MR. ZHOU CHUNSHENG

— Independent Non-Executive Director

Mr. Zhou Chunsheng, aged 48, joined the Company on 14 June 2013
as an Independent Non-Executive Director, is currently a professor-in-
residence and director of the executive master of business administration
program of KT 26T (Cheung Kong Graduate School of Business). He
was an assistant dean, director of the executive education program and a
professor of finance of XZEEIEET (Guanghua School of Management)
of b KE (Peking University). He is a distinguished economist, a winner
of the National Excellent Young Researcher Grant, an honorary professor
at the University of Hong Kong, a visiting professor at the City University
of Hong Kong and a member of the 1st and 2nd Listing Committee of
the Shenzhen Stock Exchange. Mr. Zhou obtained a master’s degree in
mathematics from Peking University and a doctoral degree in economics
(finance) from Princeton University in the United States. From 1994 to
1995, he was awarded an honorary doctoral scholarship excellence
from Princeton University. During 1997 to 2001, Mr. Zhou worked for the
University of California and the School of Business of the University of Hong
Kong. From April to December 2001, at the invitation of China Securities
Regulatory Commission (“CSRC”), Mr. Zhou acted as a member (deputy
level) of the planning and development committee of CSRC. He also became
the head of the finance department of Y #E&E R ET (Guanghua School
of Management). Mr. Zhou is an expert in analysing financial investment,

securities markets, capital operation and financial derivatives.
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MS. LEUNG YIN FAI

— Independent Non-Executive Director

Ms. Leung Yin Fai, aged 49, joined the Company on 1 April 2014 as an
Independent Non-Executive Director and chairman of each of the audit and
remuneration committees of the Company, obtained the master degree
of commerce from the University of New South Wales, Australia. She is
currently the office head of KCS Management & Consultancy (China) Co.,
Ltd Beijing Branch and Tianjin Branch. Prior to this, Ms. Leung has been
working in one of the international CPA firms for 20 years.

Ms. Leung is a member of the Hong Kong Institute of Certified Public
Accountants, CPA Australia, Vietnam Association of Certified Public

Accountants and the Association of Chartered Certified Accountants.

MR. CHAN CHEUK HO

— Company Secretary and Chief Financial Officer

Mr. CHAN Cheuk Ho, aged 47, obtained a master degree in Business
Administration from the University of Manchester in 2003 and a bachelor’s
degree in Business Administration from the Chinese University of Hong
Kong in 1989. Mr. Chan is a fellow member of the Hong Kong Institute of
Certified Public Accountants since 2003. In the past twenty years, Mr. Chan
was finance director, financial controller and company secretary of several
companies listed in the main board of the Stock Exchange. He is currently
an independent non-executive director of Eagle Nice (International) Holdings
Limited (stock code: 2368), a company listed in the main board of the Stock

Exchange.
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The board of Directors (the “Board”) 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 2013.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group’s
principal business activities during the year were principally involved in the
distribution of information technology products, and geological survey,
exploration and development of coal, iron, gold and other mineral deposits
(mining operation), sales of coking coal, iron ore and alluvial gold and
coal trading and logistic services. Details of the material activities of the
Group’s principal subsidiaries are set out in Note 41 to the consolidated
financial statements. During the year, the iron and gold businesses had
been disposed as the Board decided to concentrate to the coal business in

Shanxi.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors of the Company, the Company has
maintained sufficient public float of not less than 25% of the Company’s total
issued share capital as required under the Listing Rules throughout the year
ended 31 December 2013 and as at the date of this report.

RESULTS

The Group’s results for the year ended 31 December 2013 and the state
of affairs of the Company and of the Group at that date are set out in the

consolidated financial statements on pages 56 to 176.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published 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 consolidated financial statements.

24 NORTH ASIA RESOURCES HOLDINGS LIMITED o it Z5 & RIZ R B R A 7

ARREEE([EFG DMARZEREURAE
RAREMBRAR([AEEDHEHE-_T—=F
TZAZT—REFEZERZIERE

FERK

ARBZEIBEBREEER - REBERFAZ
IZXBEADREIZNRENHEMMBRERAL
Bk # - mehEMER IR - Bk
R (REER)  HEER  HEARDSEEK
KESEYRRY - ARETEMEARZEE
EBHIBRNGA M BRERMT4 - FR - ES
EREBITERUAKRER  HIohEERS
BE -

RHNRERE
RBARARAFEENENER LR ARFE
B REEZE—Z=ZF+-A=+—BILF
ERARETIEAE  ARBHET EHRAAR
EZRANBZHEETPRARAZEHE EITH
AK225% °

ST
% II\/

AEEBE_T=Ft+-_A=+—"BLFEZ
FEBARRBRAEERZ A ZH MR N E
56EHE176 A 2 ira M H i -

MBRERBE

T RAKBEIZREG S BRI TSR EER
BIZERMEBUREE  ABERIFERERZ
BE - M EBY TERERZEEWBHRERET

—#5 -



REPORT OF THE DIRECTORS
EEEHRE

RESULTS E 5
2013 2011
—E-= —T——% ZT-% —TTNE
HK$’000 HK$'000 HK$:000 HK$’000 HK$'000
THT TH FHT FAL BT
TURNOVER EEHE
Continuing operations FEMEER 129,737 86,147 73,497 31,922 51,705
Discontinuing operations BERIFEEER = - - - -
129,737 86,147 73,497 31,922 51,705
LOSS BEFORE TAX BREAER
Continuing operations RELEEE (4,203,178) (114,044) (946,740)  (3,038,980) (31,478)
Discontinuing operations BERIHEEER - - - 257 (156,837)
(4,203,178) (114,044) (946,740)  (3,038,723) (188,315)
TAX BE 56,980 (320) 81,350 28,486 79
LOSS BEFORE NON-CONTROLLING REFERERAEE
INTERESTS (4,146,198) (114,364) (865,390) (3,010,237 (188,236)
NON-CONTROLLING INTERESTS FERER 198,238 632 74 460 2,128
NET LOSS ATTRIBUTABLE TO RRELFER
SHAREHOLDERS (3,947,960) (113,732) (865,316) (3,009,777 (186,108)
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ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS

EE  EERFERES

PIK] 2011

—E-= -z i
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
TET BT BT BT THAT
NON-CURRENT ASSETS FRBEE 12,826,791 567,343 578,548 1,400,130 4,175,616
CURRENT ASSETS RBEE 275,091 82,076 136,137 316,470 266,525
CURRENT LIABILITIES REaE (3,063,712) (359,906) (310,517) (55,082) (117,320)
NET CURRENT (LIABILITIES) ASSETS RE(BE)EEFE (2,788,621) (277,830) (174,380) 261,388 149,205

TOTAL ASSETS LESS EEAERRBAR
CURRENT LIABILITIES 10,038,170 289,513 404,168 1,661,518 4,324,821
NON-CURRENT LIABILITIES FrRBEE (8,349,934) (40,756) (40,756) (433,808) (545,694)
NON-CONTROLLING INTERESTS R ES (4,900,904) 2 (399) (430) (136,830)
(3,212,668) 248,759 363,013 1,227,285 3,642,297
PLANT AND EQUIPMENT BB K&

Details of movements in the plant and equipment of the Company and of the
Group during the year are set out in Note 16 to the consolidated financial

statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital during the year
and share options which all lapsed on 29 May 2012, together with the
reasons for such movements, are set out in Notes 30 and 37, 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 41(b) to the consolidated financial
statements and in the consolidated statement of changes in equity on page

60, respectively.
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DISTRIBUTION RESERVES

At 31 December 2013, 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$4,408,676,000 at 31 December 2013,
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 largest customer accounted to approximately 20.5% of
the Group’s total sales in 2013.

Sales to the Group’s five largest customers accounted for approximately
53% of the Group’s total sales in 2013.

Purchases from the Group’s five largest suppliers accounted for 67% of the
total purchases for in 2013 and purchases from the largest supplier included

therein amounted to 42% 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.

DIRECTORS

The Directors of the Company during the year of 2013 and up to the date of
this report were as follows:
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Executive Directors

Mr. Zhang Sanhuo (Chairman)

Mr. Zhang Xu (Deputy Chairman & Chief Executive Officer)
Mr. Tse Michael Nam

Mr. Yang Xiaoqi (resigned on 14 June 2013)

Non-executive Directors
Mr. Zou Chengjian
Mr. Wu Chi Chiu
(retired and not being re-elected at the general meeting on 16 May 2013)

Independent Non-executive Directors
Mr. Lim Yew Kong, John
(resigned on 1 April 2014)
Mr. Mak Ping Leung (resigned on 14 June 2013)
Mr. Leung Po Wing, Bowen Joseph GBS, JP
Mr. Zhou Chunsheng
Ms. Leung Yin Fai (appointed on 1 April 2014)

In accordance with Bye-law 111(A) and 115 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, Mr. Zhang Sanhuo, Mr. Zhang Xu, Mr. Tse Michael Nam, Mr. Zou
Chengjian, Mr. Zhou Chunsheng and Ms. Leung Yin Fai will retire by rotation
at the forthcoming annual general meeting. Being eligible, all of the retiring

directors will offer themselves for re-election as Directors.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the current Directors and of the senior management
of the Group (the “Management”) are set out on pages 20 to 23 of this
Annual Report.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material beneficial interest, either directly or indirectly,
in any contract of significance to the business of the Group to which the

Company or any of its subsidiaries was a party during the year.
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DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

At 31 December 2013, the interests and short positions of the Directors
and chief executives of the Company in the shares, underlying shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFQ”)),
as recorded in the register required to be kept by the Company pursuant to
Section 352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions by

directors of Listed Companies (the “Model Code”), were as follows:

Long/Short position in the shares

Nature of interest

RENE

Name of Directors

EEHR

No. of shares held

RO EE

EERITHRARRKG - HEKR
RES2EERAR

RIB-=F+-"A=+—R0 ARAEFREEK
BITBABRARBHEBEER(EERES R
HIEGOI(TE S REE G D BEXVER) Z B
HEROREST  BEARRRBEEFLPE
HPIEIG2GRAFE 2 B MATaCs - sz £
REEFETEFZZNREFA([FRLEFA])
EMEARB BRIz ERRABNT

RBRHBZER KRR

Approximate

percentage of

issued share

capital as at

31 December 2013
ER=2—=

+=A=+-B2

ERITRAE

BRBR D

Position

|

Mr. Zhang Sanhuo (Note) Beneficial owner 9,264,289,768 Long 319.79%
R=EEE (M) EnEAA e
Beneficial owner 6,411,363,638 Short 221.31%
EREAA KB
Mr. Tse Michael Nam Beneficial owner 1,631,642 Long 0.05%
RS EREAA HE
Mr. Lim Yew Kong, John Beneficial owner 839,178 Long 0.03%
Lim Yew Kong, Johnt 4 BEnEAA FE

Note:  These shares are held by China OEPC Limited (“China OEPC”) which is
beneficially owned by Best Growth Enterprises Limited and Mr. Zhang Sanhuo
is the ultimate beneficial owner. Therefore, by virtue of the SFO, Mr. Zhang

Sanhuo was deemed to be interested in all the shares held by China OEPC.

st ZEROBFEEREB)ERERAG(F
B aER ) # 48 - Mz 2 7] 8l f Best Growth
Enterprises LimitedEz5# A Mok = &L 4 Ak
REZEBA - Bt - RIBEFHFRBEKM
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In addition to the above, as at 31 December 2013, certain Directors have
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 2013, 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 (i) 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 37 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

The Company’s share options scheme (the “Scheme”) was adopted by
the shareholders of the Company on 30 May 2002 and had expired on
29 May 2012. Full particulars of the Scheme are set out in Note 32 to the
consolidated financial statements. On 29 May 2012, all the outstanding
share options amounting to 26,987,029 lapsed. At as the date of this report,

the Company does not have any share option scheme.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

() Persons who have an interest or short position which is (i)
discloseable under Divisions 2 and 3 of part XV of the SFO
and Substantial Shareholders
So far as is known to the Directors, as at 31 December 2013, 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 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:

(i) Interests in the shares and underlying shares

No. of shares
and/or

underlying

shares held
FrERGAR
AR D BB

Name of substantial
Nature of interest

REME

shareholders
TERRES
Interest of controlled

Best Growth Enterprises 9,264,289,768

FERRRHEMATRERSG R

RO ZEERAXR
BREARBES RIPEHRLIEXV
BE2RIDMB 2 RBERKA
ZATREERR
BEFHAO R-F-=HE+-A=+—

A TIAT(EIERRREFRITRER)
IR SABRRR 19 - HER SR A A IRIE
BEMEEIGHIEXVERE2 K35 FhE /AW
AARIRBMREE I EEIAE - REE
o P B B A R AT NMEfIE R EE AR
EfIRL B A B2 RE KRG RRZ ERERIR
ARNTE{E10% A L2

(i) R KBERD ZES

Approximate
percentage of
issued share
capital as at

31 December 2013

Limited (Note)
Best Growth Enterprises

Limited (B 3E)

China OEPC
Limited (Note)
BIgEIR (BB )R
BRAE(HEE)

Baofa Industrial Limited

BERBEXARAA

New HongFa Industrial
Limited

Heng Fu Investments
Limited
BEREERLIA

corporation

R E S

Beneficial owner

Beneficial owner

BEmEa A

Beneficial owner

HEBEAA

Beneficial owner

E\m%ﬁﬁ/\

6,411,363,638

9,264,289,768

6,411,363,638

1,287,756,754

643,878,380

386,327,028
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Position ZEBITRAE
R BRBE D
Long 319.79%
A
Short 221.31%
)
Long 319.79%
HE
Short 221.31%
KRB
Long 44.45%
HE
Long 22.23%
wHE
Long 13.34%
HE
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Name of substantial
shareholders
TERRER

Hwa Foo Holdings Limited

Qin-Heng International
Investment Limited

Golden Year Holdings
Limited

Diamond Lion Limited

Jones Broad International

Group Limited

Business Ally Investments

Limited (Note)

Business Ally Investments

Limited (B 7E)

CCB International Asset
Management Limited

(Note)

BREREEEREARAT

(B=E)

CCB International
(Holdings) Limited
(Note)

FREREIRR (R R A A

(BFE)

CCB Financial Holdings

Limited (Note)
BT ERMERBR AT
(BR3E)

Nature of interest
EEmE

Beneficial owner
EmHEBA

Beneficial owner
EmEBA

Beneficial owner

Beneficial owner

BEHEAA

Beneficial owner
EmHEBA

Registered owner

A A

Interest of controlled
corporation
R LR

Beneficial owner
EmHEBA

Interest of controlled
corporation
R LR

No. of shares
and/or

underlying
shares held
FERBR,~
HERARDEE

1,257,756,754

735,051,309

1,028,905,402

1,287,756,754

449,230,248

3,328,446,214

3,328,446,214

3,328,446,214

3,328,446,214
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Position
¥E

Long
e

Long
HE

Long
A

Long
e

Long
e

Long
HE

Long
e

Long
HE

Long
e

Approximate
percentage of
issued share
capital as at

31 December 2013
ER=F—=F
t+=A=+-8
ZEBITRAE
BHAES T

43.42%

25.37%

35.34%

44.45%

15.51%

114.98%

114.98%

114.98%

114.98%
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Approximate

percentage of

issued share

No. of shares capital as at
and/or 31 December 2013

underlying ER=TB—=F
t=A=+-8

ZEBITRAE
HEARDEE Sy BRBaSH

shares held

FERAR, Position

Name of substantial
shareholders Nature of interest
TERRER e

CCB International Group  Interest of controlled 3,328,446,214 Long 114.98%

Holdings Limited (Note) corporation
BITEIRR S EER R EE R
BRAR (M)

China Construction Bank Interest of controlled

Corporation (Note) corporation
A B SRR T TAR 9 R AE R
AR ()

Central Huijin Investment  Interest of controlled

Ltd. (Note) corporation
PRERRE R EE R
BRETAR(HE)
Note:

China OEPC beneficially owns, 164,867,985 ordinary shares,
HK$1,256,938,233 CB and 1,500,987,376 convertible preference shares
(“CPS”) which are all convertible into an aggregate of 9,099,421,783 shares;
and 412,169,962 ordinary shares and HK$1,019,862,925 CB (both in short
position) which are convertible into an aggregate of 5,999,193,676 shares.
China OEPC is beneficially owned by Best Growth Enterprises Limited (“Best
Growth”). Best Growth is beneficially owned by Mr. Zhang Sanhuo, the
Chairman of the Company. By virtue of the SFO, Mr. Zhang Sanhuo and Best
Growth are deemed to be interested in those shares and derivative interest
held by China OEPC.

Business Ally beneficially owns, ordinary shares, convertible loan notes and
CPS which are convertible into an aggregate of 3,328,446,214 shares. BAI
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
(Holdings) Limited (“CCB-IH”). By virtue of the SFO, CCB-IH was deemed to
be interested in those shares which CCB-IAMC was interested.

3,328,446,214

3,328,446,214

e

Long 114.98%
e
Long 114.98%
HE

5T

OB AL R H i #E A 164,867,985 ik T A
B% ~ 1,256,938,233 7% T 2 Al IR fE % &
1,500,987,376 i% AT 8 E e IR ([ AT 8 R B
FRR]) - BEA iR A A $£9,009,421,783
BB 1D ¢ LA K2 412,169,962 i I i@ % &
1,019,862,925% 7T 2 Al IR &5 (39 mK R ) -
Al 5 A4 $£5,999,193,676 % A% 17 o A B 4E
J& i Best Growth Enterprises Limited ( [ Best
Growth |) 25 A ° Best Growthf A A &)
FBR=ZEXREESES - REFHFRBEK
I » 5% =& 4 4 K Best Growth#47 A R E4E
BRI 2 ER ROT A s A e

Business Ally & # # B 7] & 2 A & #
3,328,446,214 R fh 2 EilmAR -« AIRRE R
ZERAIERELR - BARZRBEREES
BERAR(REEEREEER])2EE &M
A BIEELFRAEED - 2REREESE
RANRBAFRA 2RO R EA R -

ZREEEETEARBERER)ARA
RI(RRERER D2 EEZES - BIEES
NMEREED - 2 IRBIFR AR AR CCB-IAMC
B2 D P HEA s
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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 57.283% 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.

(i) Interests in shares of associated corporations of the
company

Name of subsidiary
MEQRAB

Name of entity
BEREE

BMC Software (China) Ltd. BMC Software (HK) Ltd.

Class and no. of
securities

"EERIRHE

EIRERERABETERERERAR (2
TeRERDEEEEHE - BREEFLPE
Gh) RTERIERR AR RRE BB ER
Bz B AR -

BT RERAGZTEREEZERARAF
(TETEREEZR]) 2EEESHA - RIEE
FREEGD  RUTBRREEZREERRET
CRIEREERE RO HE R -

ETER SR B AR A R R B2 SR TR B IR
AR((BITN2EEES - BRIEESRBE
&0 BITRARETHREBIERIESELS
R -
EITAHPRESREBERETARI(THR
E® ) HEAS7.23% R ME - REFHFRAEK
Bl - RIESIR BN BT s 2 IR P
Bt -

(i) RADBRESEER G 2B

Percentage
shareholdings
REBDL

1 ordinary share of 10%

HK$1 (Long position)
1REENEITZ
Lmik (4FE)

Except as disclosed above and so far as the Directors were aware,
as at 31 December 2013, 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 therein.
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DISCLOSURE OF DIRECTORS’ INFORMATION PURSUANT
TO RULE 13.51B(1) OF THE LISTING RULES

During the year, the Executive Directors, Mr. Zhang Sanhuo, Mr. Zhang
Xu, Mr. Tse Michael Nam and Mr. Yang Xiaoqi, received emoluments of
approximately HK$884,000, HK$224,400, HK$2,068,000 and HK$426,400
respectively. The Independent Non-Executive Directors, Mr. Lim Yew Kong,
John, Mr. Mak Ping Leung, Mr. Leung Po Wing, Bowen Joseph Gss, sp and
Mr. Zhou Chunsheng earned fees amounting to HK$150,000, HK$68,333,
HK$150,000 and HK$91,933 respectively. The Non-Executive Directors, Mr.
Zou Chengjian and Mr. Wu Chi Chiu received HK$96,730 and HK$101,612
respectively.

The basis for determining the Directors’ emoluments (including bonus
payments) remained unchanged during the year.

On 1 January 2014, the terms and condition of appointment of Mr. Tse
Michael Nam as an Executive Director of the Company has been changed by
entered into a letter of appointment and superseded the service agreements
with a term of service of two years and subject to the rotational retirements
under the Bye-laws. Mr. Tse’s remuneration is governed by the Bye-laws
and he is currently entitled to receive a monthly remuneration of HK$25,000
which is determined by the Board based on the recommendation from
the Remuneration Committee of the Company with reference to, among
other matters, his duties and responsibilities, salary paid by comparable
companies, time commitment, employment conditions of other members
of the Group and a bonus for each financial year which is subject to the
discretion of the Board.

On 28 January 2013, Mr. Leung Po Wing, Bowen Joseph Gss, Jp, the
Independent Non-Executive Director of the Company, took up an additional
appointment as an independent non-executive director of Quali-Smart
Holdings Limited (stock code 1348). Mr. Leung is also an independent
non-executive director of 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), as previously
reported.

On 26 March 2014, the terms and condition of appointment of Mr. Leung
Po Wing, Bowen Joseph as an Independent non-Executive Director of the
Company has been revised with a term of service of one year and subject
to rotational retirements under the Bye-laws. Mr. Leung’s remuneration is
governed by the Bye-laws and he is currently entitled to receive a monthly
remuneration of HK$14,000 which is determined by the Board based on the
recommendation from the Remuneration Committee of the Company with
reference to, among other matters, his duties and responsibilities, salary
paid by comparable companies, time commitment, employment conditions
of other members of the Group and a bonus for each financial year which is
subject to the discretion of the Board.

Save as disclosed above, during the year, there were no other changes to
the Directors’ information that are required to be disclosed pursuant to Rule
18.51B(1) of the Listing Rules.

BE LEHHEAE1351BN)IKEE

FR - PTEFR=EX%E  REKXLE - #iE
S R 15 BRI 5T A 5 B UK ER 49884,000% T -
224,400 7% JT ~ 2,068,000 7% JT & 426,400 7% 7T
2Bl % o ¥ IEHTTE ELim Yew Kong, John
Sk BRREA - REREEGBS, JPRAER
A % A 5 Bl IR ER 150,000 74 7T~ 68,3337 T -
150,000 7T & 91,933 Bt 2 % ° IERITES
B 5 A R AR E S % A 9 Bl ER 96,7307 7T &k
101,612/87T °

7 BEEEHS (BEX L) 2 DRl

RZF-—ME—A—0  SEFEEEEARF
WITBESZREHRARIGHECEIT LR ERE
7] SWERRSEATZ RIS W - REIME - AEST
AR ZWERERE - HEEZHFHZAF
ARARE - B AT A EESE A25,000/8 7T 2 ¥
B cHAEFTERBEAAFFHZES 2HE
EE BE2EZ(ETef)RBEREE BE
NEZMZHH - TIRAZ R - A% B E MK
BRAZEBESE  REEMRER 2L - &
HEEEEMNBEEE -

RITE—=F—A-+=H8  AREBILIFHNTT
EERELEEGBS, JPESHES - BiERE
EERBRAA(RMHAE1348) 2 B FEHRITE
F o MAARSRE - REENBEFRZERER
AEl(RHARSE0617) RREEBMBR A F (RH
REL0498) BUFERTTEE UL S FBRBRA
AR RIE1928) ESE S 4FRIRERM -

RZZE-—MF=A=-+X B ZERBREER
ARBVBILIFATE R ZIEF RAEM D HIER
ERET A —FERARBADAURERE - R
FTEZH B ARAMARE LB BB EEA
14,0007 - THHEFTEREARFAFHNEER
BZREETE BE2Z(Hhef)ReBERE
£ MHERRAXMNZIE RAZER K&
B E MRk B Z R IR IR oA R BB B FE 2 fEAL
(HEFEMBERE)

BEXHWBEEIN  RFEAR - BHEFHEEEEHY
H b SRR £ TR BIE13.51B(1) 16 T U
= .
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CORPORATE GOVERNANCE

Throughout the year ended 31 December 2013, 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 consolidated financial statements of the Group for the year ended 31
December 2013 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 2013 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. Leung Po Wing, Bowen Joseph Gas, Jp and Mr. Zhou
Chunsheng. Ms. Leung Yin Fai, the chairman of the Audit Committee is a
member of the Hong Kong Institute of Certified Public Accountants, CPA
Australia, Vietnam Association of Certified Public Accountants and the
Association of Chartered Certified Accountants. None of the members is a
partner or former partner of SHINEWING (HK) CPA Limited, the Company’s
external auditor.

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 consolidated
financial statements for the year ended 31 December 2013, including the
emphasis of matter in the auditor’s report thereon, and had submitted its
views to the Board of Directors.

*On 1 April 2014, Ms. Leung Yin Fai has replaced Mr. Lim Yew Kong, John as the

chairman of Audit Committee.

ON BEHALF OF THE BOARD
Mr. Zhang Sanhuo

Chairman

Hong Kong, 27 March 2014
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FEBWME

The Board and the 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 the 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

(@)

Corporate Governance Practices

Throughout the year ended 31 December 2013, the Company has
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 adopted an internal corporate governance policy
to maintain a higher level of the Company’s compliance with the Code
throughout the year ended 31 December 2013 and also to report
on whether any non-compliance with the Code was fully disclosed
and explained in this Corporate Governance Report. The execution
and enforcement of the Company’s corporate governance system is
monitored and reviewed by the Board annually. The Company believes
that the commitment of high-standard corporate governance will

provide long-term value and maximized returns to Shareholders.

Securities Transactions

The Model Code has 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 2013.

The Company has also established written guidelines no less exacting
than the Model Code for relevant employees in respect of their dealing
in the Company’s shares and established written guidelines on inside
dealings in relation to the Company and the securities transaction of the

Company with reference to SFO Chapter 571 Division 4.

EZeNARREEEREETAG ZEEREER
HARRBRRZEER  —HRNERRHFLE
BEREARRERE EFGREEERBER
BECEERAFTRIBSEEKRR R BRRER
FRBECEERAE -

BFEXERERTR

(a) EXRERER
BT RE T REEN  AAARBE
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FHZFABRIRERRERR EFRH
BER RERAARAZOEEAER - U
HRTA TARE -

ARFCHMAAMEREREE - AR
ARE—T-—=F+-_A=T—HLFEHN
SFRIEREREFNEAKT - U AREEE
AMEEREERELBEEMNARAETT
Az BRIELRE - EFREEREFR
ARARBEERHENRITRATER - K
NEEERTRKFOHEEERHABRRS
RN RATE R @R -

HERXH

ARRERMBEETANVERR AR ESHE
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(b)
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Board of Directors

Throughout the year and up to the date of this report, the Board is
composed of seven members comprising three Executive Directors
(including the Chairman and the Deputy Chairman), one non-Executive
Director and three Independent Non-Executive Directors (“INEDs”).
The biographical details of the current members of the Board are set
out on pages 20 to 23 of the Annual Report. The Company has also
maintained on its website and on the website of the Stock Exchange, an
updated list of the Directors and the Management which identifying their

roles and functions including whether they are INEDs.

Save for being a Director, each Director does not have any financial,
business, family or other material/relevant relationship(s) and in

particular, between the Chairman and the Chief Executive Officer.

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 and performing the corporate
governance duties. The day to day management of the Company has

been delegated by the Board to the Management of the Company.

The Board meets regularly. During the year, five scheduled Board
meetings were held, in which four of them are regular Board meetings.
Notices for regular Board meetings were given to all Directors at least

14 days prior to the meetings.
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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 provided by the Management 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
upon reasonable request, seek independent professional advice in
appropriate circumstances, at the expense of the Company. So far,
there has not been any case where a substantial shareholder or a
Director has a conflict of interest in a matter to be considered by the

Board which the board has determined to be material.

EEEgeRSfTN(PIEARIZKA)
ITENRARWEG T  ARERSRESRY
ERFHEREEE MR BRIHIER
Bt rERc B3R RERZEEEX
o AERERE LERABRE - 8BS
SREHERENFIZREHEEEE U
NEEESEHRTR °

EFeen kBB e emmAruNEETT
GHLE  YHFERARRBEARN -EFE
RELREQERLCRLBAELBREFS
REEEERCFRLMIERAE  BRES
RHOZEMBERE LREZRHER - &
BRBERRKITANEESGAETR—
LA EHRANEREEEUHNENE - &
EEXNENAREHESEXHREHME
£ WA BERERARAME B R KRS -
UERETEETERFAL—ERRAIR
B - MIENEEREEMRA  EFGHER
AREBERTARRMEE@E - EFTARN
HEBA TS RBETVEXERHLAES
ko BRAARAARE 25 RIE - TER
RREEHENERTGRAEREZEETHFA
BEEZGRREARZMNGEER -

ANNUAL REPORT 2013 ¢ — & — = F F 3 39



CORPORATE GOVERNANCE REPORT

/\%MQAi&d:

IFR B/ A/
The attendance of each of the Directors at the annual general BEENTFRNRBIZRERBFRE ETEE
meeting, Board meetings and meetings of the Audit and Remuneration % ERZEgeElLFNEEeezd
Committees held during the year is set out below:- FEMT -

No. of meetings attended/held during his tenure
REFEHRERE " BTERRE

General Audit Remuneration
Directors Meetings Board Committee Committee
E=® BRRRE E=g EREER FHEES

Executive Directors

HITES

Mr. Zhang Sanhuo (Note) - 3/3 - 11
R=E A ()

Mr. Zhang Xu (Note) - 3/3 - -
SRIB S A (B E)

Mr. Tse Michael Nam 2/2 5/5 - 11
Mr. Yang Xiaoqi (Note) - 2/2 - -
TR B e A (PFRE)

Non-Executive Directors

FHTES

Mr. Wu Chi Chiu (Note) N 2/2 - -
HAES S A (PEE)

Mr. Zou Chengijian (Note) - 3/3 - -
AR T A (PFE)

Independent Non-Executive Directors

BYFYITES

Mr. Lim Yew Kong, John 2/2 4/5 1/2 11
Lim Yew Kong, John4t 4

Mr. Mak Ping Leung (Note) 2/2 2/2 - -
BN R e & ()

Mr. Leung Po Wing, Bowen Joseph 2/2 5/5 2/2 11
Mr. Zhou Chunsheng (Note) - 2/3 2/2 11
A& S A ()
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Note:

o Mr. Zhang Sanhuo has been appointed as the Executive Director on 7 June
2013 and re-designated as the Chairman since 14 June 2013.

o Mr. Zhang Xu has been appointed as the Executive Director on 7 June 2013
and re-designated as the Deputy Chairman and Chief Executive Officer since
14 June 2013.

. Mr. Yang Xiaogi resigned as the Executive Director with effect from 14 June
20183.

o Mr. Zou Chengjian has been appointed as non-Executive Director on 7 June
2013.

o Mr. Wu Chi Chiu, retired and not being re-elected as the non-Executive
Director and resigned as the Deputy Chairman at the annual general meeting
dated 16 May 2013.

. Mr. Mak Ping Leung resigned as the Independent non-Executive Director
with effect from 14 June 2013.

o Mr. Zhou Chunsheng has been appointed as the Independent non-Executive
Director with effect from 14 June 2013.

Two of the scheduled meetings were for the approval of the interim and
annual results of the Company and the others were to review or discuss
(i) the effectiveness of the financial and internal control systems of the
Company; (i) the policies; (iii) strategic business planning and operation

review; and (iv) the upcoming business transactions.

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
2013.

Each Director has disclosed to the Company in a timely manner of any
change, the number and nature of offices held in public companies
or organisations and other significant commitments. All such changes
during the year and up to the date of this report, have been disclosed in

the Report of the Directors section of this report.
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Chairman and Chief Executive Officer

Since 15 March 2011, Mr. Tse Michael Nam, the then 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 code provision A.2.1 of the Code which stipulates that the roles of
the Chairman and the Chief Executive Officer should be separate and
should not be performed by the same individual. The Board considered
the in view of the operational needs of the Group, its on-going stability
and the on-going transaction, it was beneficial and efficient to maintain

the leadership structure.

On 14 June 2013, in view of the capacity and operation needs, Mr.
Zhang Sanhuo was re-designated as the Chairman and Mr. Zhang Xu
was re-designated as the Deputy Chairman and the Chief Executive

Officer, hence, the code provision A.2.1 of the Code was complied with.

During the year, the Chairman fulfilled his responsibilities, including
chairing the board meetings, ensuring that the Board operates
effectively and discharges its responsibilities, ensuring good corporate
governance practices and procedures by anchoring with the Listing
Rules (even though these practices and procedures have not been
formally documented in the Company’s policy), facilitating effective
contribution of Directors, ensuring effective communications with
shareholders and ensuring constructive relations between executive
and Non-Executive Directors. During the year, the Chairman has also
chaired meeting with the independent non-executive directors and the
non-executive director, without the presence of the other executive

director.

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 and the non-Executive Director 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.
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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 Directors and the INEDs have been participating in
board meetings, taking the lead where potential conflicts of interests
arise, serving on the audit and remuneration committees, scrutinizing
the Company’s performance in achieving agreed corporate goals and
objectives, monitoring performance reporting and making a positive
contribution to the development of the Group’s strategy and policies
through independent, constructive and informed comments and giving
the board and committees in which they serve, the benefit of their skills,
expertise and varied backgrounds and qualifications through regular
attendance and active participation. Each Director has also given

sufficient time and attention to the Company’s affairs during the year.

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 procedure for developing
policy on such remuneration and review of the policy and the procedure
annually. 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.
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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.

For the year ended 31 December 2013 and as at the date of this
report, the Remuneration Committee comprised five members, three
of whom were INEDs, in which one of them was also the Chairman
of the Remuneration Committee, and two Executive Director. 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. Zhang Sanhuo and Mr. Tse Michael
Nam (Executive Directors), Mr. Leung Po Wing, Bowen Joseph and Mr.
Zhou Chunsheng (INEDs).

The Remuneration Committee meets at least once each year and it
met on 31 December 2013 to review and approve the remuneration
package of the other Directors and the senior management (save
as disclosed, the latter of which had remained unchanged from the
previous year) and other related matters including the Board evaluation.

*

On 1 April 2014, Ms. Leung Yin Fai has replaced Mr. Lim Yew Kong, John as
the chairman of Remuneration Committee.

Nomination Committee
The Company did not establish a nomination committee which
constitutes a deviation from code provision A.5 of the Code which

stipulates that the issuer should establish a nomination committee.

The Board considers that the appointment and removal of directors
are the collective decision of the Board. 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. The procedures for shareholders to
elect a director has been published in the Company’s and the Stock
Exchange’s websites.
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(h) Auditor’s Remuneration
During the year, the Company reappointed Messrs. SHINEWING (HK)
CPA Limited as auditor of the Company. The auditor’s remuneration for
the year ended 31 December 2013 was as follows:

Nature of work

THEHE

Audit services

FEAZIRF

Non-audit services

FEEIZ RS

(i) 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 2013 and as at the date of this
report, the Audit Committee was comprised of 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* (the chairman
of the Audit Committee), Mr. Leung Po Wing, Bowen Joseph and Mr.
Zhou Chunsheng. 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.

* On 1 April 2014, Ms. Leung Yin Fai has replaced Mr. Lim Yew Kong, John as
the chairman of Audit Committee.
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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 the Management. The Audit Committee has met with
the Company’s auditors twice during the year ended 31 December
2013 with regards to review of the Company’s financial report and

accounts.

The Audit Committee met twice during the year ended 31 December
2013 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 2013 including the
emphasis of matter in the auditor’s report thereon and has 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. During the year, the Management has provided
sufficient explanation and information to the Board to enable it to make
an informed assessment of the financial and other information put
before it for approval including the monthly updates on the Company’s

performance, position and prospects.

A discussion and analysis of the Groups’ performance, an explanation
of the basis on which the issuer generates or preserves value over the
longer term and the strategy for delivering the Company’s objectives
have been prepared and included in the Chairman Statement and

Management Discussion and Analysis sections of this Annual Report.
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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 53 to 55.

The Directors confirm that, except for the issues as explained under
the basis of presentation section in note 1 to the consolidate 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.

Directors’ Training and Professional Development

Every Director knows that he should participate in continuous
professional development to develop and refresh his knowledge and
skills to ensure that his contribution to the board remains informed and
relevant. The Company is responsible for arranging and funding suitable
training for the Directors. Accordingly, during the year, the Company
has made available trainings and development programmes for the

Directors for their participation.

During the year, all the Directors were provided with monthly
commentary on the Group’s business, operations, and financial
matters as well as regular updates on applicable legal and regulatory
requirements. The Company had also provided the Directors with the
materials and information update including the Directors’ obligations
as required under the Securities and Futures Ordinance and the Listing
Rules. In addition, individual Directors have also participated in other
courses relating to the roles, functions and duties of a listed company
director or further enhancement of their professional development by
way of attending training courses or via online aids or reading relevant
materials. All the Directors had provided the Company Secretary with
their training records for the year under review.
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Directors Type of trainings

= EIEE

Executive Directors

HITES

Mr. Zhang Sanhuo A B
R=EERE

Mr. Zhang Xu A B
SRIBSEA

Mr. Tse Michael Nam A

Non-Executive Director

FHTES

Mr. Zou Chengjian A, B
i

Independent Non-Executive Directors

BIUKHITES
Mr. Lim Yew Kong, John (Note) B
Lim Yew Kong, Johnt 4 (Ffi#F)
Mr. Leung Po Wing, Bowen Joseph B
Mr. Zhou Chunsheng A, B
BEERE
A: attending internal briefing sessions/reading materials in relation to corporate A HERSEREGH HEEACEEARES
governanceand regulatory updates. BHEEL
B: attending seminars/courses/conference to develop and refresh their B: HEMHS RE ERNEREREFENG
knowledge and skills. T
Note: Mr. Lim Yew Kong, John resigned as the independent non-Executive B3 : Lim Yew Kong, John%t A BHI AR A &)98 L
Director, the chairman of each of the Audit Committee and Remuneration FPTEE BERZEGRFMNEZEESS
Committee of the Company with effect from 1 April 2014. BERHE AT NFEONA—HiE
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() Company Secretary

Mr. Chan Cheuk Ho, obtained a master degree in Business
Administration from the University of Manchester in 2003 and a
bachelor’s degree in Business Administration from the Chinese
University of Hong Kong in 1989. Mr. Chan is a fellow member of
the Hong Kong Institute of Certified Public Accountants since 2003.
In the past twenty years, Mr. Chan was finance director, financial
controller and company secretary of several companies listed in the
main board of the Stock Exchange. He is currently an independent
non-executive director of Eagle Nice (International) Holdings Limited
(stock code 2368), a company listed in the main board of the Stock
Exchange. During the year, he has completed over 30 hours of relevant

professional training as required under Rule 3.29 of the Listing Rules.

(m) 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 adopt
an internal group policy to 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 2013. The review covered all material
controls including financial, operational and compliance controls
and risk management functions of the Company. And the policy will
be reviewed annually by the Board to ensure it fulfilled the statutory
requirement.

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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Communications with Shareholders and Investors

The Board is responsible for maintaining an on-going dialogue with
the Company’s shareholders. A shareholders’ communication policy
setting out the principles of the Company in relation to shareholders’
communications, with the objectives of ensuring a transparent and
timely communication with shareholders via various means, has been
established and published on the Company’s website. And it will be
reviewed annually after the annual general meeting. The annual general
meetings of the Company and other general meetings are valuable
forums for the Board to communicate directly with the shareholders
and to answer questions shareholders may raise. Another key element
of effective communication with shareholders and investors is the
prompt and timely dissemination of information in relation to the Group.
The Company has announced its annual and interim results in a timely

manner in 2013 as required by the Listing Rules.

Separate resolutions are proposed by the chairman at general meetings
for each substantial issue. The detailed procedures of conducting a poll
are explained to shareholders at the commencement of the AGM, to

ensure that shareholders are familiar with such procedures.

The Company’s last annual general meeting (“AGM”) was held on
Thursday, 16 May 2013 at 11:00 a.m. at Units 2001-2, 20th Floor, Li Po
Chun Chambers, 189 Des Voeux Central, Hong Kong. Notice of the last
AGM was sent out on 19 April 2013, i.e. there were 18 clear business
days before the AGM. All the resolutions proposed at that meeting were
approved by the shareholders of the Company by poll. Details of the
poll results are available on the Company’s website. Mr. Michael Tse,
the Chairman of the Board chaired the last AGM and also invited Mr.
Lim Yew Kong John, the chairman of both the audit and remuneration
committees to attend. All the Directors in position, except Mr. Yang
Xiaogi and Mr. Wu Chi Chiu, attended the last AGM. The auditors and
the legal advisors of the Company were also available during the AGM

to answer questions from the shareholders.
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The next AGM will be held at Units 2001-2, 20th Floor, Li Po Chun
Chambers, 189 Des Voeux Central, Hong Kong on Thursday, 29 May
2014 at 11:00 a.m..

The market capitalisation of the Company as at 31 December 2013
was HK$527,252,127.5 (issued share capital: 2,896,989,712 shares
at closing market price: HK$0.182 per share). The public float was
approximately 54.21% as at 31 December 2013.

Constitutional Documents

There was no change to the Company’s Memorandum of Association
and Bye-laws during the financial year 2013. A copy of the latest
consolidated version of the Memorandum of Association and Bye-laws

is posted on the Company’s and the Stock Exchange’s websites.

Shareholders’ Rights — Convening of General Meetings

Shareholders shall have the right to request the Board to convene a
general meeting of the Company. Shareholders holding an aggregate
of not less than one-tenth (10%) of the paid up capital of the Company
may send a written request to the Board of the Company to request for
the convening of a general meeting. The written requisition, duly signed
by the shareholders concerned, must state the purposes of the meeting
and must be deposited at the registered office of the Company.
The Company would take appropriate actions and make necessary
arrangements, and the shareholders concerned would be responsible
for the expenses incurred in giving effect thereto in accordance with the
requirements under Section 74 of the Companies Act 1981 of Bermuda

(the “Companies Act”) once a valid requisition is received.

Shareholders’ Rights — Making Proposals at General
Meetings

The following shareholders are entitled to put forward a proposal (which
may properly be put to the meeting) for consideration at a general
meeting of the Company: (a) any number of members representing not
less than one-twentieth (5%) of the total voting rights of the Company
on the date of the requisition; or (b) not less than 100 members holding

shares in the Company.
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The requisition specifying the proposal, duly signed by the shareholders
concerned, together with a statement of not more than 1,000 words
with respect to the matter referred to in the proposal must be deposited
at the registered office of the Company. The Company would take
appropriate actions and make necessary arrangements, and the
shareholders concerned would be responsible for the expenses
incurred in giving effect thereto in accordance with the requirements
under Sections 79 and 80 of the Companies Act once valid documents

are received.

If a shareholder wishes to propose a person other than a retiring
director for election as a director at a general meeting, the shareholder
should lodge at the principal place of business of the Company at Units
2001-2, 20th Floor, Li Po Chun Chambers, 189 Des Voeux Central,
Hong Kong, the necessary documents as mentioned in the “Procedures
for shareholders to propose a person for election as a director of the
Company” which has already been published in the Company’s and the

Stock Exchange’s website.

Shareholders’ Rights — Enquiries to the Board

Shareholders may make enquiries with the Board at the general
meetings of the Company or at any time send their enquiries and
concerns to the Board in writing through the Company Secretary whose

contact details are as follows:

North Asia Resources Holdings Limited

Units 2001-2, 20th Floor, Li Po Chun Chambers,
189 Des Voeux Road Central, Hong Kong
Telephone: (852) 2889 6289

Fax: (852) 2897 9137
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SHINEWING (HK) CPA Limited
43/F, The Lee Gardens

33 Hysan Avenue

Causeway Bay, Hong Kong

TO THE MEMBERS OF NORTH ASIA RESOURCES HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of North Asia
Resources Holdings Limited (the “Company”) and its subsidiaries
(collectively referred as the “Group”) set out on pages 56 to 176, which
comprise the consolidated statement of financial position as at 31
December 2013, and the consolidated statement of profit or loss, the
consolidated statement of profit or loss and other 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 information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants 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. 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 about whether the consolidated

financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgement, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a true and
fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall

presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2013, and of
the Group’s loss and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong Kong

Companies Ordinance.
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EMPHASIS OF MATTER

Without qualifying our opinion, we draw attention to Note 1 to the
consolidated financial statements which indicates that the Group had net
current liabilities of approximately HK$2,788,621,000 as at 31 December
2013 and the Group incurred loss of approximately HK$4,146,198,000 for
the year ended 31 December 2013. The Group’s ability to continue as a
going concern is dependent on the on-going availability of finance to the
Group, including advance amounted to approximately HK$2,845,679,000
as at 31 December 2013 and an additional unutilised loan facility amounted
to approximately HK$1,728,395,000 provided by the non-controlling
shareholder of a subsidiary. If adequate finance is not available, the
Group may be unable to meet its obligations as and when they fall due
in foreseeable future. These conditions indicate the existence of material
uncertainty which may cast significant doubt about the Group’s ability to

continue as a going concern.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Chuen Fai

Practising Certificate Number: P05589

Hong Kong
27 March 2014
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For the year ended 31 December 2013 B EZE—F—=F+=-_A=+—RHI1FE

2013 2012
2=
HK$’000 HK$'000
FET FET
Turnover ) 8 129,737 86,147
Cost of sales and services rendered $HE RAR MRS BB AR (107,233) (67,460)
Gross profit EF 22,504 18,687
Other operating income H b g e 8 1,254 1,681
Selling and distribution expenses HERDHEER (3,354) (7,652)
Administrative and operating expenses THEE&EEER (201,241) (563,196)
Change in fair value of derivative AMRERZETET AR D
component of convertible loan notes ZRFEEE 29 218,714 4,469
Gain (loss) on amendment of terms of BT AR E R IE RN
convertible loan notes Z W (E18) 29 14,538 (21,118)
Loss on redemption of convertible BRI TR EREE 8
loan notes 29 (91,812) -
Loss on redemption of promissory notes  B& Bl 4 Z i 7 E518 33 (49,521) -
Impairment loss recognised in respect of B R EE Z HEEE
goodwill 18 (3,661,555) -
Impairment loss recognised in respect of T HERERIERE 2 B E B
mining rights 17 (228,439) =
Impairment loss recognised in respect of  FE¥IE - BE MR EER
property, plant and equipment ZREEE 16 (21,172) -
Net gain on disposal of subsidiaries HEM B QR 2 W F R 60,783 -
Finance costs BLE A AN 9 (263,877) (56,915)
Loss before taxation FRA RTS8 10 (4,203,178) (114,044)
Income tax credit (expenses) FisfiEe (M) 11 56,980 (320)
Loss for the year FEEHE (4,146,198) (114,364)
Attributable to: AR AT FE( -
Owners of the Company RARIER A (3,947,960) (113,732)
Non-controlling interests IR (198,238) (632)
(4,146,198) (114,364)
Loss per share BkEE 13
Basic and diluted (HK$) EARREECET) (1.834) (0.099)
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

2013
—E—=
HK$'000 HK$'000
FaxT FHBT
Loss for the year FEEE (4,146,198) (114,364)
Other comprehensive income (expenses) FEHM2EKE(FAY)
for the year, net of tax HIBRTHIB
ltems that may be subsequently reclassified BEAEMDEEBEZER -
to profit or loss:
Exchange reserve realised on disposal of HENBARERZE L HFE
subsidiaries 204 =
Exchange differences on translation of foreign ~ HE /GINER 2 [E K =5
operations 117 (291)
Other comprehensive income (expenses) for FEHM2EmKE(FAY)
the year, net of tax HIBR T I8 321 (291)
Total comprehensive expenses for the year, FEXEATEE  OBRFE
net of tax (4,145,877) (114,655)
Total comprehensive expenses attributable to: LA N ALfEGEE(F X ) 4258 :
Owners of the Company ViN/NGTEZ 2 =D/ (3,947,639) (114,023)
Non-controlling interests I A (198,238) (632)
(4,145,877) (114,655)
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For the year ended 31 December 2013 HZE —Z

—=F+ZA=+—HItFE

2013 2012
—_E—-=
HK$’000 HK$'000
FET FHET
Non-current assets EMBEE
Property, plant and equipment ME - BB M ERE 16 1,006,409 103,041
Mining rights FRAERE 17 11,772,162 441,214
Goodwill e 18 - -
Deposits paid for acquisition of WHEMIZE - BRE RERE 2B
property, plant and equipment b 48,220 -
Deposit for acquisition of a subsidiary I iE—RE B AR & - 23,088
12,826,791 567,343
Current assets mEEE
Inventories ﬁf‘f 19 1,291 7,188
Trade and other receivables B 5 Kk E MWK 20 168,109 61,092
Amount due from a related company Fﬁﬂﬁz%ﬁ;q Al IE 21 9 -
Amounts due from non-controlling FEWEE IR R A AKIE
interest holders 22 - 273
Amount due from a director B —REEHIB 23 63 187
Derivative component of convertible AIMBRERBBEZITETR
loan notes i 29 16,678 =
Bank balances and cash RITHEBR RIS 24 88,941 13,336
275,091 82,076
Current liabilities mEEE
Trade and other payables B 5 R EM R RIE 25 710,131 58,824
Payables for mineral resources ERNEEERFEESR
compensation fees 26 142,168 -
Amounts due to related companies FESTREE A R FKIE 21 434,057 -
Amount due to a non-controlling e — B IEIERERITE A
interest holder I 27 246,914 306
Amount due to a director B —REEHIEB 23 - 138
Other borrowings HipEE 28 37,755 -
Derivative component of convertible AMRERERITETAR
loan notes iy 29 1,485,672 =
Liabilities component of convertible loan ~ AR EHZE 2 BEHH
notes 29 - 298,925
Income tax liabilities PiSBaE 7,015 6,713
3,063,712 359,906
Net current liabilities RBEEFE (2,788,621) (277,830)
Total assets less current liabilities EEBERREDEE 10,038,170 289,513
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

2013 2012
—E—=
HK$°000 HK$’000
THET FHTT
Capital and reserves BN
Share capital RN 30 28,970 11,948
Convertible preference shares AR E AR 31 21,071 20,365
Reserves 1 (3,262,709) 216,446
Equity attributable to owners of the KNS AR
Company (3,212,668) 248,759
Non-controlling interests IR R 4,900,904 2)
Total equity W EER 1,688,236 248,757
Non-current liabilities EmEBEE
Amount due to a non-controlling et — 2 IR A A
interest holder g 27 2,598,765 -
Provision for restoration, rehabilitation MR8 ~ (818 RIRIB Ak AN B
and environmental costs 32 62,330 -
Promissory notes 7 R 33 275,416 -
Liabilities component of convertible loan ~ AIREHZ=E 2 BEHH
notes 29 2,686,701 -
Deferred tax liability BEFHEAE 34 2,726,722 40,756
8,349,934 40,756
10,038,170 289,513

The consolidated financial statements on pages 56 to 176 were approved

and authorised for issue by the board of directors on 27 March 2014 and are

signed on its behalf by:

Mr. Zhang Sanhuo
R=EXE
Director

EE

FEOEVT6AZHEAMBHREN_T—HF=A
“tHtEAKESEERARKRETE  UHUTE
ERBERE

Mr. Tse Michael Nam
AEFERE

Director

EZE
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For the year ended 31 December 2013 B EZE—F—=F+=-_A=+—RHI1FE

Attributable to owners of the Company
KRAREAER
Convertible Exchange Share  Statutory Non-
Share Share preference  Contributed  translation options surplus Special  Accumulated controlling
capital ~ premium shares surplus reserve resene resere resene Josses Total interests Total

188 EXfE  RRR  %ERH

BE  BHEE  EIR  2ARR i B ORER RABR  RHER A FERER it
HKS000  HKS'000  HKS'000  HKS000  HKS000  HKS000  HKS'000  HKS'000  HKS000  HKS000  HKS000  HKS'000
fén fRn TEm  TEn  TEr  fEr  fEn  TEn TR TEn  TEr  fER

(Note i) (Noteii) ~ (Noteiii
(Hiti) (i) (Rt
At 1 January 2012 R-5-—%-f-A 11,380 3,940,056 080 49,111 8,537 29545 850 48074 (4115408 363013 399 363412
Loss for the year EREE = - - - - - - - (1873 (118732 6% (114364
Other comprehensiveexpense  EEER2EER
for the year - - - A - - - - T
Total comprehensive expense  FEZEFRAE
forthe year - - - - (291) - - - (1373 (114029) (632) (114, 655)
Issue of shares upon comversion of - R &R EL TR
convertble preference shares ~ AETRA 568 69 (500) - - - - - - - - -
Acquistion of addtonal equity ~ YE-EHEATE
Interest n a subsidiary hiEs - - - - - - - (231) - (231) 21 -
At 31 Deosrmber 2012 and WoE-_k
1 January 2013 tZA=1-AR
=E-f-f 11,948 3,939,988 200865 419,111 8,246 29,545 850 A7843  (4229131) 248759 @ 2757
Loss forthe yer EEER 2 g g . . 2 2 - (BTN (TR0 (198238 (4146199)
Otter comprehensive income~~ EEEH2ERA
for the year - - - - 31 - - - - 31 - 31
Total comprehensieincome~ EE2ERA (R )28
(eroenses) o the year - - - - - - - DO TR (1982 (414587
Issue of shares upon conversion of [ 3 A EAE I
convertile preference shares A7k 5421 ©51) @) - - - - - - - - -
Converson of convertile ik ﬂﬁﬁx S5
[oan notes 1,400 32,979 - - - - - - - 34,379 - 34319
Captalisation of converttle ~~~ TAREFZHERY,
loan notes 3511 235,660 5476 - - - - - - 447 - 47
Acquistion of subsiclaries WERBAF 6,690 200,700 - - - - - - - 7390 5098744 5,306,134
Disposal of subsidiaries HEHBAR - - - - - - - (T4 47639 (204) 400 196
At 31 December 2013 R-5-Z%
+-A=t+-8 2970 4,408,676 21,01 419,111 8,567 29,545 850 - (8129458 (3212,668) 4900904 1,688,236
Notes: B E

i) Contributed surplus represents the reduction of the Company’s issued share i) SIAZRBIEARD T D 21T ES R AWM

capital upon cancellation of paid up share capital, and the deemed contribution RIS - ERFEARBEFEREARARE
from equity holder arisen from the waiver of promissory notes in previous years. BEALERE BHSBREMGIEELE -

ii)  Subsidiaries in the People’s Republic of China have appropriated 10% of the profit i) =% A R L MBI B A 7#510%895% K £ 5 F &2

to the statutory surplus reserve which is required to be retained in the accounts of BRARRE - ARREARBRWNEAREE ERF
the subsidiaries for specific purposes. ER® -
i)  Special reserve comprises of reserve arising from transactions with the non- i) 45 BIEEERIEEIEERIEL R HEENRHE -

controlling interests.
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CONSOLIDATED STATEMENT OF CASH FLOWS v
mEEETRER »

For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

2013 2012
—E—=
HK$'000 HK$'000
FHET FHET
OPERATING ACTIVITIES K
Loss before taxation BREE R &R (4,203,178) (114,044)
Adjustments for: BRFSIEEL T
Change in fair value of derivative component AT ERZEITETA
of convertible loan notes o2 R THEZS) (218,714) (4,469)
Depreciation e 28,876 13,784
Finance costs BB A A 263,877 56,915
(Gain) loss on amendment of terms of 1ERT AT IR B SRR IR 63K
convertible loan notes 2 (e ) e (14,538) 21,118
Impairment loss recognised in respect of EERERE 2 REEE
mining rights 228,439 =
Impairment loss recognised in respect of EERWE - BEKEERE
property, plant and equipment [E518 21,172 -
Impairment loss recognised in respect of BRI EEE
goodwill 3,661,555 -
Impairment loss recognised in respect of EERE 5 EUFIE
trade receivables 2R EEE 283 1,140
Interest income FLEHA (379) (558)
Loss on redemption of BomBREREE 2 EBE
convertible loan notes 91,812 =
Loss on redemption of promissory notes FE O] 7 4 = 4% 7 [E518 49,521 =
Loss on disposal of property, HEVE BMERRBEEZ
plant and equipment E518 632 838
Net gain on disposal of subsidiaries BB A B2 S F W as (60,783) -
Reversal of impairment loss recognised B RIBEERE 5 EWHIE
in respect of trade receivables ZREEE (140) (353)
Write off of other receivables Tl 5 5L Ath FE LKL R IE = 127
Operating cash flows before movements Rt BESEHATLE
in working capital Rene (151,565) (25,502)
Decrease in inventories FERD 117 15,834
Decrease in trade and other receivables & 5 KR E A WK 160,325 14,172
Increase in trade and other payables B 5 N E A e FRIB N 13,656 1,099
Cash generate from operations REXGEEER® 22,533 5,603
Income tax refund (paid) RE(B) SR 179 (510)
NET CASH GENERATED FROM OPERATING ~ RE&¥BMELRESTFHE
ACTIVITIES 22,712 5,093
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERTRER

For the year ended 31 December 2013 HE—Z—=F+—-A=+—HILFE

2013 2012
—E—=
HK$'000 HK$'000
FET FHET
INVESTING ACTIVITIES REF
Acquisition of property, plant and equipment IR BB ~ RS KR aR (122,170) (3,940)
Repayment of considerations for acquisition BB B A R EBER
of subsidiaries (140,279) =
Net cash outflow from disposal of subsidiaries ~ H&EHEB A FIREmHEE (2,863) -
Net cash inflow from acquisition WHEP B A R @A TR
of subsidiaries 9,263 =
Repayment from a director —REFER 393 78
Interest received B HAE 379 531
Proceeds from disposal of property, plant and &Y% « HE & RS 7IE
equipment = 2,429
Repayment from customers under finance REMEHERF ZENR
lease = 958
NET CASH (USED IN) FROM INVESTING RETE(FTA)MBRLFHE
ACTIVITIES (255,277) 56
FINANCING ACTIVITIES ALESE
Advance from non-controlling interests IR AR AR 352,275 -
Issuance of promissory notes BITHRERIR 232,914 =
Issuance of convertible loan notes BT MRERRR 232,913 -
Other borrowings raised (repaid) E5(BR)EMBE 32,000 (8,000)
Cash paid on redemption of promissory notes  BEI&A N ZiE 24 (358,400) -
Interest paid BAF A (156,374) (17,222)
Repayment to related companies BRTEENR] (27,382) -
(Repayment to) advance from a director (A—REFER) —BESFERN (138) 138
NET CASH FROM (USED IN) FINANCING REEEMES (A REER
ACTIVITIES 307,808 (25,084)
NET INCREASE (DECREASE) IN CASHAND ~ BRE&RBESZEMBMRD) BHE
CASH EQUIVALENTS 75,243 (19,935)
CASH AND CASH EQUIVALENTS AT FAZRERBELEEY
BEGINNING OF THE YEAR 13,336 &30S
EFFECT OF FOREIGN EXCHANGE RATE IEERBE 2 HE
CHANGES 362 (302)
CASH AND CASH EQUIVALENTS AT END OF THE &> RERBSZEY -
YEAR, represented by bank balances and cash P ERITHG RIS 88,941 13,336
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NOTES TO THE CONSOLIDATED FINANCIAL STATEM

e P BwRME

For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE

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 Units 2001-2, 20/F., Li Po Chun Chambers, 189 Des
Voeux Road Central, Hong Kong.

During the year, the functional currency of the Company changed from
United States dollar (‘US$”) to Renminbi (‘RMB”) since the completion
of acquisition of certain major subsidiaries which are operating in the
People’s Republic of China (the “PRC”), since then, substantial of the
Group’s revenue and expenditure are in RMB.

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 Hong Kong dollar (“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 coal deposits

(mining operation) and sales of coking coal.

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 at 31 December 2013, the Group had net current liabilities of
approximately HK$2,788,621,000. The condition indicates the
existence of a 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. Nevertheless, the directors of Company
are of the opinion that the Group will have sufficient working capital
to meet its financial obligations as and when they fall due for the next
twelve months from 31 December 2013 as the directors had taken into

consideration of the following facts and circumstances:

—REHR
AGERERERAR(TARF])ARER
EEMR L2 EREERAF - AARZK
DREBBERHAERAR (MBI L
T o

ARRAMPEREREBLEMA I AR
BB 1895 T EIF AE 20 2001-2

o

it

FA - ARFWEEE B TRBBEFEA
RAMBE(HEDEE2ETIEMB AR
% ERET(ETDEAARE(TAR
1) AEBEARHOWARRASEBARE

A

HRARRERA LT  MUARREER
RABT(BTL]) 2IERE M HRRBINE ©

ARBZEBEBRREER - RFER - K
REREKERR([AEE ) ZREESH
AR RER - RxkiERE 2 EHE - BiF
KR (BRIEZETS) A RS B RAR -

REVBRRZEREE

RRHRGEEMBRRE - ARAEFEZE
REBERKZ REES

R-T—=F+_"A=+—H  AEBRF
B (EF58492,788,621,000/8 T * HEIENE
THREBATHBERER Al AEEES
BEFBEREBREARE - B R
EEBEBRERSREERFEGR - A
- ARAREERA  AEEREERHE
BESBTHN-_Z—=F+-A=+—H
BEARRT—EARNBCHMBEEE  BRE
EEZETIEERMA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 & & —=
1.

64

—=F+ZA=+—HItFE
GENERAL (CONTINUED)

Basis of preparation of the consolidated financial

statements (continued)

(i) as at 31 December 2013, included in the current liabilities of
the Group was derivative component of convertible loan notes
of approximately HK$1,485,672,000 which represented options
to entitle the holders to convert the convertible loan notes into
ordinary shares of the Company before the maturity dates of the
convertible loan notes. Such derivative component of convertible

loan notes shall not result in any cash outflow for the Group;

(i) the related companies will not demand settlement for the amounts

due from the Group until it is in the financial position to do so;

(i) PR K IEHEEEBR A A (“Shanxi Coal Transportation and Sales
Group Co., Ltd"), a non-controlling interest holder of a subsidiary,
IR B S R B RERIE E F AR A A (“Shanxi Coal”), who had
significant influence over Shanxi Coal, has granted an additional
unutilised loan facility to Shanxi Coal amounted to approximately
HK$1,728,395,000 based on a lending facility letter entered into
between Shanxi Coal and Shanxi Coal Transportation and Sales
Group Co., Ltd. in March 2014.

Accordingly, the directors of the Company are of the opinion that it
is appropriate to prepare the consolidated financial statements on a
going concern basis. If adequate finance is not available, the Group
may be unable to meet its obligations as and when they fall due in
the foreseeable future. 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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NOTES TO THE CONSOLIDATED FINANCIAL STA‘iE' N

e R R MY R

For the year ended 31 December 2013 HE T —=F+_-_A=+—HILFE

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

The Group has applied the following new and revised HKFRSs
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) for the first time in the current year.

Amendments to HKFRSs Annual Improvements to HKFRSs 2009-

2011 Cycle
Amendments to HKFRS 7 Disclosures — Offsetting Financial Assets
and Financial Liabilities
Consolidated Financial Statements,
Joint Arrangements and Disclosure of
Interests in Other Entities: Transition
Guidance

Amendments to HKFRS 10,
HKFRS 11
and HKFRS 12

HKFRS 10 Consolidated Financial Statements
HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in Other Entities
HKFRS 13 Fair Value Measurement

HKAS 19 (revised in 2011) Employee Benefits

HKAS 27 (revised in 2011)

Separate Financial Statements

Investments in Associate and Joint
Ventures

HKAS 28 (revised in 2011)

Amendments to HKAS 1 Presentation of Items of Other
Comprehensive Income
Stripping Costs in the Production Phase

of a Surface Mine

HK(IFRIC)*~Interpretation
(“Int”) 20

* HK(IFRIC) represents the Hong Kong (International Financial Reporting
Interpretation Committee).

Except as described below, the application of the above amendments
to HKFRSs in the current year 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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For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

2.

66

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

Amendments to HKAS 1 Presentation of Items of Other
Comprehensive Income

The amendments to HKAS 1 introduce new terminology for the
statement of comprehensive income and income statement. Under
the amendments to HKAS 1, a “statement of comprehensive income”
is renamed as a “statement of profit or loss and other comprehensive
income” and an “income statement” is renamed as a “statement of
profit or loss”. 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 items of other comprehensive income
to be 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 same basis — the amendments do not change the option to
present items of other comprehensive income either before tax or
net of tax. The amendments have been applied retrospectively, and
hence the presentation of items of other comprehensive income has
been modified to reflect the changes. Other than the above mentioned
presentation changes, the application of the amendments to HKAS 1
does not result in any impact on profit or loss, other comprehensive

income and total comprehensive income.

Amendments to HKFRS 7 Disclosures — Offsetting
Financial Assets and Financial Liabilities

The Group has applied the amendments to HKFRS 7 for the first time
in the current year. The amendments to HKFRS 7 require entities to
disclose information about recognised financial instruments that are set
off in accordance with HKAS 32 Financial Instruments: Presentation
and recognised financial instruments that are subject to an enforceable
master netting agreement or similar agreement, irrespective of whether

the financial instruments are set off in accordance with HKAS 32.

The amendments to HKFRS 7 have been applied retrospectively. As the
Group does not have any offsetting arrangements or any master netting
agreements in place, the application of the amendments has had no
material impact on the disclosures or on the amounts recognised in the

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

e P BwRME

For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

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

In the current year, the Group has applied for the first time HKFRS 10,
HKFRS 11, HKFRS 12, HKAS 27 (revised 2011) and HKAS 28 (revised
2011) together with the amendments to HKFRS 10, HKFRS 11 and
HKFRS 12 regarding the transitional guidance. HKAS 27 (revised 2011)
is not applicable to the Group as it deals only with separate financial
statements. HKFRS 11 is not applicable to the Group as the Group

does not have any joint arrangements.

HKFRS 10 Consolidated Financial Statements

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 changes
the definition of control such that an investor has control over an
investee when a) it has power over the investee, b) it is exposed, or has
rights, to variable returns from its involvement with the investee and c)
has the ability to use its power to affect its returns. All three of these
criteria must be met for an investor to have control over an investee.
Previously, control was defined as the power to govern the financial
and operating policies of an entity so as to obtain benefits from its
activities. Some guidance included in HKFRS 10 that deals with whether
or not an investor that owns less than 50% of the voting rights in an
investee has control over investee is relevant to the Group. The critical
judgement regarding control over subsidiaries is detailed in Note 4 to

the consolidated financial statements.

As a result of the initial application of HKFRS 10, the directors of the
Company made an assessment whether the Group has control over
its investees at the date of initial application and concluded that the
application of HKFRS 10 does not result in any change in control

conclusion.
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2.

68

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 Disclosure of Interests in Other Entities

HKFRS 12 is a new disclosure standard and is applicable to entities that
have interests in subsidiaries. In general, the application of HKFRS 12
has resulted in more extensive disclosures in the consolidated financial

statements.
HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first time in the current year.
HKFRS 13 establishes a single source of guidance for, and disclosures
about, fair value measurements. The scope of HKFRS 13 is broad:
the fair value measurement requirements of HKFRS 13 apply 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 for share-based
payment transactions that are within the scope of HKFRS 2 Share-
based Payment, leasing transactions that are within the scope of
HKAS 17 Leases, and measurements that have some similarities to fair
value but are not fair value (e.g. net realisable value for the purposes
of measuring inventories or value in use for impairment assessment

purposes).

HKFRS 13 defines the fair value of an asset as the price that would
be received to sell an asset (or paid to transfer a liability, in the case
of determining the fair value of a liability) in an orderly transaction
in the principal (or most advantageous) market at the measurement
date under current market conditions. Fair value under HKFRS 13 is
an exit price regardless of whether that price is directly observable or
estimated using another valuation technique. Also, HKFRS 13 includes

extensive disclosure requirements.

HKFRS 13 requires prospective application. In accordance with the
transitional provisions of HKFRS 13, the Group has not made any new
disclosures required by HKFRS 13 for the 2012 comparative period.
Other than the additional disclosures, the application of HKFRS 13
has not had any material impact on the amounts recognised in the

consolidated financial statements.
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For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE
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)
HK(IFRIC)—Int 20 Stripping Costs in the Production Phase of a
Surface Mine

HK(IFRIC)-Int 20 applies to waste removal costs that are incurred in
surface mining activity during the production phase of the mine (i.e.
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 (i.e. stripping activity asset)
when certain criteria are met, whereas the costs of normal on-going
operational stripping activities are accounted for in accordance with
HKAS 2 Inventories. 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 according to the nature of the existing asset of

which it forms part.

HK(IFRIC)-Int 20 has been applied retrospectively. The application
of HK(IFRIC)-Int 20 has not had any material impact on the amounts

recognised in the consolidated financial statements.
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2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

(CONTINUED)

New and revised HKFRSs issued but not yet effective

The Group has not early applied the following new and revised HKFRSs

that have been issued but are not yet effective:

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRS 9 and
HKFRS 7

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

HKFRS 9

HKFRS 14

Amendments to HKAS 19
Amendments to HKAS 32
Amendments to HKAS 36

Amendments to HKAS 39

HK(FRIC)-Int 21

! Effective for annual periods beginning on or after 1 January 2014, with earlier 1

application permitted.

2 Effective for annual periods beginning on or after 1 July 2014, with earlier 2

application permitted.

8 HKFRS 9, as amended in December 2013, amended the mandatory effective 3
date of HKFRS 9. The mandatory effective date is not specified in HKFRS 9
but will be determined when the outstanding phases are finalised. However,
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application of HKFRS 9 is permitted.

4 Effective for annual periods beginning on or after 1 January 2016, with earlier

application permitted.
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2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

Annual Improvements to HKFRSs 2010-2012 Cycle

The Annual Improvements to HKFRSs 2010-2012 Cycle include a
number of amendments to various HKFRSs, which are summarised

below.

The amendments to HKFRS 2 (i) change the definitions of ‘vesting
condition’ and ‘market condition’; and (ii) add definitions for
‘performance condition’ and ‘service condition’ which were previously
included within the definition of ‘vesting condition’. The amendments to
HKFRS 2 are effective for share-based payment transactions for which

the grant date is on or after 1 July 2014.

The amendments to HKFRS 3 clarify that contingent consideration
that is classified as an asset or a liability should be measured at fair
value at each reporting date, irrespective of whether the contingent
consideration is a financial instrument within the scope of HKFRS 9
or HKAS 39 or a non-financial asset or liability. Changes in fair value
(other than measurement period adjustments) should be recognised in
profit and loss. The amendments to HKFRS 3 are effective for business

combinations for which the acquisition date is on or after 1 July 2014.

The amendments to HKFRS 8 (i) require an entity to disclose the
judgements made by management in applying the aggregation criteria
to operating segments, including a description of the operating
segments aggregated and the economic indicators assessed in
determining whether the operating segments have ‘similar economic
characteristics’; and (ii) clarify that a reconciliation of the total of the
reportable segments’ assets to the entity’s assets should only be
provided if the segment assets are regularly provided to the chief

operating decision-maker.
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72

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

Annual Improvements to HKFRSs 2010-2012 Cycle
(continued)

The amendments to the basis for conclusions of HKFRS 13 clarify that
the issue of HKFRS 13 and consequential amendments to HKAS 39 and
HKFRS 9 did not remove the ability to measure short term receivables
and payables with no stated interest rate at their invoice amounts

without discounting, if the effect of discounting is immaterial.

The amendments to HKAS 16 and HKAS 38 remove perceived
inconsistencies in the accounting for accumulated depreciation/
amortisation when an item of property, plant and equipment or an
intangible asset is revalued. The amended standards clarify that the
gross carrying amount is adjusted in a manner consistent with the
revaluation of the carrying amount of the asset and that accumulated
depreciation/amortisation is the difference between the gross carrying
amount and the carrying amount after taking into account accumulated

impairment losses.

The amendments to HKAS 24 clarify that a management entity
providing key management personnel services to a reporting entity is a
related party of the reporting entity. Consequently, the reporting entity
should disclose as related party transactions the amounts incurred for
the service paid or payable to the management entity for the provision
of key management personnel services. However, disclosure of the

components of such compensation is not required.

The directors of the Company do not anticipate that the application
of the amendments included in the Annual Improvements to
HKFRSs 2010-2012 Cycle will have a material effect on the Group’s

consolidated financial statements.
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2. APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

Annual Improvements to HKFRSs 2011-2013 Cycle

The Annual Improvements to HKFRSs 2011-2013 Cycle include a
number of amendments to various HKFRSs, which are summarised

below.

The amendments to HKFRS 3 clarify that the standard does not apply
to the accounting for the formation of all types of joint arrangement in

the financial statements of the joint arrangement itself.

The amendments to HKFRS 13 clarify that the scope of the portfolio
exception for measuring the fair value of a group of financial assets and
financial liabilities on a net basis includes all contracts that are within the
scope of, and accounted for in accordance with, HKAS 39 or HKFRS 9,
even if those contracts do not meet the definitions of financial assets or
financial liabilities within HKAS 32.

The amendments to HKAS 40 clarify that HKAS 40 and HKFRS 3
are not mutually exclusive and application of both standards may be
required. Consequently, an entity acquiring investment property must

determine whether:

(@) the property meets the definition of investment property in terms of
HKAS 40; and

(b) the transaction meets the definition of a business combination
under HKFRS 3.

The directors of the Company do not anticipate that the application
of the amendments included in the Annual Improvements to
HKFRSs 2011-2013 Cycle will have a material effect on the Group’s

consolidated financial statements.
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2. 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 was
amended in 2010 includes the requirements for the classification and
measurement of financial liabilities and for derecognition. In 2013,
HKFRS 9 was further amended to bring into effect a substantial
overhaul of hedge accounting that will allow entities to better reflect

their risk management activities in the financial statements.
Key requirements of HKFRS 9 are described below:

e 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.
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2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

HKFRS 9 Financial Instruments (continued)

e  With regard to the measurement of financial liabilities designated
as at fair value through profit or loss, HKFRS 9 requires that
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 of financial
liabilities attributable to changes in the financial liabilities’ credit
risk are not subsequently reclassified to profit or loss. Under
HKAS 39, the entire amount of the change in the fair value of the
financial liability designated as fair value through profit or loss was

presented in profit or loss.

e HKFRS 9 introduces a new model which is more closely aligns
hedge accounting with risk management activities undertaken
by companies when hedging their financial and non-financial risk
exposures. As a principle-based approach, HKFRS 9 looks at
whether a risk component can be identified and measured and
does not distinguish between financial items and non-financial
items. The new model also enables an entity to use information
produced internally for risk management purposes as a basis
for hedge accounting. Under HKAS 39, it is necessary to exhibit
eligibility and compliance with the requirements in HKAS 39 using
metrics that are designed solely for accounting purposes. The new
model also includes eligibility criteria but these are based on an
economic assessment of the strength of the hedging relationship.
This can be determined using risk management data. This should
reduce the costs of implementation compared with those for HKAS
39 hedge accounting because it reduces the amount of analysis

that is required to be undertaken only for accounting purposes.
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FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

HKFRS 9 Financial Instruments (continued)

The effective date of HKFRS 9 is not yet determined. However, earlier

application is permitted.

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.

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities

The amendments to HKAS 32 clarify existing application issues relating
to the offset of financial assets and financial liabilities 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 HKAS 32 are effective for annual periods beginning
on or after 1 January 2014 with early application permitted and require

retrospective application.

The directors of the Company anticipate that the application of the
amendments to HKAS 32 may result in more disclosures being made
with regard to offsetting financial assets and financial liabilities in the

future.
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2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

Amendments to HKAS 36 Recoverable Amount Disclosures
for Non-Financial Assets

The amendments to HKAS 36 remove the requirement to disclose the
recoverable amount of a cash generating unit to which goodwill or
other intangible assets with indefinite useful lives had been allocated
when there has been no impairment or reversal of impairment of the
related cash generating unit. Furthermore, the amendments to HKAS
36 require disclosures on additional information about the fair value
measurement when the recoverable amount of impaired assets is based
on fair value less costs of disposal. If the recoverable amount is fair
value less costs of disposal, an entity shall disclose the level of the fair
value hierarchy within which the fair value measurement of the asset or
cash generating unit is categorised in its entirety. The Group is required
to make additional disclosures for Level 2 and Level 3 of the fair value

hierarchy:

e a description of the valuation techniques used to measure the fair
value less costs of disposals. If there is any change in valuation

techniques, the fact and the reason should also be disclosed;

e each key assumption on which management has based its

determination of fair value less costs of disposal; and

e the discount rates used in the current and previous measurement if
fair value less costs of disposal is measured using a present value

technique.

The amendments to HKAS 36 are effective for annual periods beginning
on or after 1 January 2014 with earlier application permitted, provided

HKFRS 13 is also applied, and require retrospectively application.

The directors of the Company anticipate that the application of the
amendments to HKAS 36 may result in additional disclosures being
made with regard to the impairment assessment on non-financial

assets.
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78

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

HK(IFRIC)-Int 21 Levies

HK(IFRIC)-Int 21 provides guidance on when to recognise a liability
for a levy imposed by a government for levies that are accounted for
in accordance with HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets and levies where the timing and amount is certain.
Under HK(IFRIC)-Int 21, a liability is recognised for a levy when the
activity that triggers payment as identified by the relevant legislation
occurs. HK(IFRIC)-Int 21 excludes income tax within the scope of

HKAS 12 Income Taxes, fines and other penalties.

HK(IFRIC)-Int 21 is effective for annual periods beginning on or
after 1 January 2014 with earlier application permitted and require
retrospectively application. In the opinion of the directors of the
Company, the application of HK(IFRIC)-Int 21 will not have material
impact in the Group.

The directors of the Company anticipate that the application of other
new and revised HKFRSs will have no material impact on the results

and the financial position of the Group.

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 and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis except for financial instruments that are measured
at fair values at the end of each reporting period, as explained in the

accounting policies set out below.

Historical cost is generally based on the fair value of the consideration

given in exchange for goods and services.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that price
is directly observable or estimated using another valuation technique.
In estimating the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the asset
or liability at the measurement date. Fair value for measurement and/
or disclosure purposes in these consolidated financial statements
is determined on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2, leasing transactions
that are within the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value, such as net

realisable value in HKAS 2 or value in use in HKAS 36.

In addition, for financial reporting purposes, fair value measurements
are categorised into Level 1, 2 or 3 based on the degree to which
the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety,

which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets
for identical assets or liabilities that the entity can access at the
measurement date;

e Level 2 inputs are inputs, other than quoted prices included within
Level 1, that are observable for the asset or liability, either directly

or indirectly; and

e |evel 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies are set out below.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation
The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company

and its subsidiaries. Control is achieved when the Company:
e has power over the investee;

® is exposed, or has rights, to variable returns from its involvement

with the investee; and
e has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the

three elements of control listed above.

When the Group has less than a majority of the voting rights of an
investee, it has power over the investee when the voting rights are
sufficient to give it the practical ability to direct the relevant activities
of the investee unilaterally. The Group considers all relevant facts and
circumstances in assessing whether or not the Group’s voting rights in

an investee are sufficient to give it power, including:

e the size of the Group’s holding of voting rights relative to the size
and dispersion of holdings of the other vote holders;

e potential voting rights held by the Group, other vote holders or
other parties;

e rights arising from other contractual arrangements; and

e any additional facts and circumstances that indicate that the Group
has, or does not have, the current ability to direct the relevant

activities at the time that decisions need to be made, including

voting patterns at previous shareholders’ meetings.

NORTH ASIA RESOURCES HOLDINGS LIMITED e 1t 55 & RIZ R SR A &

3. TEEFHE(HE)

SEHEE
SEUBHRRBE AR RARRZEHZE
BEENBARZMBRE - BUSZEGI#ZER

BRI NG
o HWHREFITERES

o RH2EWREH ZEBMESHAEE
SAI#EIFR : &

o FBRNTEEENAZEZEZDIE -

HEERBARR EXMIIZHAZEHREE
PERZENE - AAKEEEGHREEDN
RIEHIIRET -

HMAEERBKRET ZREEREEXRS
#BOEREREEEUE TASEERE
AELEERFIRE D 2 HEERE - A&
BANEWR AL AR - A EARER
BIRET 2 RERER AR TEEDR
AEBEZRAAHBEERER B -

O AEERBEZEEHEESHEEME
ERAEAMBEZREEYGER %i
=

"E %\ﬁl

o AKHE HMBREFAAREMALR
B2 BERERE

o HMANLTHELZEN: R

o RPUAKEEFTBHELARKEEDNEE

BREALBNREREINEINETEME
RBELRBRAGHRRER)



NOTES TO THE CONSOLIDATED FINANCIAL STE
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For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the
subsidiary. Specifically, income and expenses of a subsidiary acquired
or disposed of during the year are included in the consolidated
statement of profit or loss from the date the Group gains control until

the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries 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.

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with the Group’s

accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group are

eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from

the Group’s equity therein.

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s ownership interests in existing 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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Changes in the Group’s ownership interests in existing
subsidiaries (continued)

When the Group loses control of a subsidiary, a gain or loss is
recognised in profit or loss and is calculated as the difference between
(i) the aggregate of the fair value of the consideration received and the
fair value of any retained interest and (i) the previous carrying amount of
the assets (including goodwill), and liabilities of the subsidiary and any
non-controlling interests. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted for
as if the Group had directly disposed of the related assets or liabilities of
the subsidiary (i.e. reclassified to profit or loss or transferred to another
category of equity as specified/permitted by applicable HKFRSs).

Business combinations

Businesses combinations are accounted for by applying the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for control
of the acquiree. Acquisition related costs incurred to effect a business

combination are recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities

assumed are recognised at their fair value, except that:

e deferred tax assets or liabilities arising from the assets acquired
and liabilities assumed in the business combination are recognised

and measured in accordance with HKAS 12 Income Taxes;

e assets or liabilities related to the acquiree’s employee benefit
arrangements are recognised and measured in accordance with
HKAS 19 Employee Benefits;

NORTH ASIA RESOURCES HOLDINGS LIMITED e it 25 & RIZ R B R A 7

3.

TESTHEE)

FEERREMBARERER
2 28 ()

AR B B R D R SR RS - SR
B R RBE - RS AEN S
AOFTE B BB R AT ERE AR E
MAFELEROHBELNEE(BEHE)
A8 7 00 J SR AR M 1O JR R T S 98 2 P A
2 - A ENBAREBL AL BRE
a2 BeEERRAAEEEEERE
ZHBARGABAERAEETRYE - &
RRE BB REEAAT A EFHH
AEE1A 2 S B PR A )

EBast

EB a0 AMBEIERI AR - MEFK A G55
ZREBATVEFE  ENRASEERZ
BE AREELZHBWESMEEAZ
BERAEERXIBEIIETT 2 IR AT
TZBERNEERR AFEENGFTE - T
PR EETS A BF P 5| Bz S8 S5 TRARRE 2 AR
MNELFRBE PR

RUERH - EREAI#NEERDAER
ERE RN FERR - ETHIEB RSN

s HNEMBEEREXBAGEEAERARM
EEMREEHREEXABREEES
FHERFEA 2RISR LA &

o FRBEETEEBNLHZEELR
BERBEEE S AERIE 1957 R 818 7 i

RMETE



NOTES TO THE CONSOLIDATED FINANCIAL STTEM

e P BwRME

For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combinations (continued)

e liabilities or equity instruments related to share-based payment
transactions of the acquiree or the replacement of the acquiree’s
share-based payment transactions with the share-based payment
transactions of the Group are measured in accordance with
HKFRS 2 Share-based Payment at the acquisition date (see the

accounting policy below); and

e assets (or disposal groups) that are classified as held for sale in
accordance with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations are measured in accordance with that

standard.

Goodwill is measured as the excess of the aggregate of the
consideration transferred, the amount of any non-controlling interests
in the acquiree, and the fair value of the Group’s previously held equity
interest in the acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the liabilities assumed.
If, after re-assessment, the net of the acquisition-date amounts of
the identifiable assets acquired and liabilities assumed exceeds the
aggregate of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess is recognised

immediately in profit or loss as a gain on bargain purchase.

Non-controlling interests, unless as required by another standards,
are measured at acquisition-date fair value except for non-controlling
interests that are present ownership interests and entitle their holders
to a proportionate share of the entity’s net assets in the event of
liquidation are measured either at fair value or at the present ownership
instruments’ proportionate share in the recognised amounts of the
acquiree’s identifiable net assets on a transaction-by-transaction basis.
Other types of non-controlling interests are measured at their fair value

or, when applicable, on the basis specified in another HKFRS.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Goodwill
Goodwill arising from a business combination is carried at cost less

accumulated impairment losses, if any.

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.

A cash-generating unit to which goodwill has been allocated is tested
for impairment annually or more frequently when 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 has
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, 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. 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 is included in the determination of the amount of

profit or loss on disposal.

Investments in subsidiaries

In the Company’s statement of financial position, investments in
subsidiaries are stated at cost less accumulated impairment loss. The
results of the subsidiaries are accounted for by the Company on the

basis of dividends received and receivable.

NORTH ASIA RESOURCES HOLDINGS LIMITED e 1t 55 & RIZ R SR A &

3.

TEEHBE (H)

L

B OB EE 2B TR AR R 5T R E B
B(nE)HER

HETREANRTS  BEDOEEREE
BRI A HEEZ RN ET Es 2 &H
MASELSMIREELEMAR -

SREAEREELENGTFEREA
ﬁ’ﬁ%ﬁ%%@ﬁmi A g8 IR ORE
CAEE SR E R H o RIS HRE T

H&EﬁﬁﬁéiZ?&ﬁ% CEAEBECZRSES
BURZBEHEERAERENR - B8
SEABMNZAROSRENZELZRR
B REBEE LD RAREERZA D

ERBEMNZEMNEE 2REE #MRES
NASEEZREBELY  HEEBMOE

MEE - BEZERREBEERN B
- MEEERAZREBE NS EE R

2 -
RHEEWRS E Bl HEZEES
WHABTHEZ RBSER -
RITBRARZRE

B AR 2 RE R AR R R E BB
AR RARFBERRE - MHTEAR 2 EEH
RARIRE W R UL B E A S B -



NOTES TO THE CONSOLIDATED FINANGIAL STATEMER

e P BwRME

For the year ended 31 December 2013 #E —F—=

3.

F+-A=+—HLEE

SIGNIFICANT 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 in the

normal course of business, net of discounts and sales related taxes.

Revenue from the sale of goods is recognised when the goods are

delivered and titles have passed, at which time all the following

conditions are satisfied:

the Group has transferred to the buyer the significant risks and

rewards of ownership of the goods;

the Group retains 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 economic 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.

Revenue from a contract to provide services is recognised by reference

to the stage of completion of the contract. The stage of completion of

the contract is determined as follows:

installation fees are recognised by reference to the stage of
completion of the installation, determined as the proportion of the
total time expected to install that has elapsed at the end of the

reporting period;

servicing fees are recognised by reference to the proportion of the

total cost of providing the service; and

revenue from time and material contracts is recognised at the

contractual rates as labour hours and direct expenses are incurred

Service income including that from operating service is recognised

when services are provided.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (continued)
The Group’s accounting policy for recognition of rental income from

operating leases is described in the accounting policy for leasing below.

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 estimated future cash receipts through the expected
life of the financial asset to that asset’s net carrying amount on initial

recognition.

Property, plant and equipment

Property, plant and equipment including buildings held for use in the
production or supply of goods, or for administrative purposes (other
than construction in progress) are stated in the consolidated statement
of financial position and Company’s statement of financial position
at cost less subsequent accumulated depreciation and accumulated

impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment (other than construction in progress)
less their residual values over their useful lives, 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.

Construction in progress includes property, 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. 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 property, 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 asset) is included in

the profit or loss in the period in which the item is derecognised.
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3.

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 (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges 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 that are measured in terms

of historical cost in a foreign currency are not translated.

Exchange differences arising 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.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are translated
into the presentation currency of the Group (i.e. HK$) at the rate of
exchange prevailing at the end of each reporting period. Income and
expenses items are translated at the average exchange rates for the
year. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under the heading of
the exchange translation reserve (attributed to non-controlling interest

as appropriate).

Mining rights

Mining rights are carried at cost less accumulated amortisation and
accumulated impairment losses (see the accounting policy in respect
of impairment losses on tangible and intangible assets below).
Amortisation for mining rights is recognised 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.

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 cash and short-term deposits, as defined

above, net of outstanding bank overdrafts.
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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

Financial assets are classified into the following specified categories:
financial assets at fair value through profit or loss (“FVTPL”) and 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 debt instrument, 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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Financial assets (continued)

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, amount due from a related company, amounts
due from non-controlling interest holders, amount due from a director
and bank balances and cash) are measured at amortised cost using
the effective interest method, less any identified impairment losses (see

accounting policy on impairment loss on financial assets below).

Impairment loss on financial assets

Financial assets are assessed for indicators of impairment at the end of
each reporting period. Financial assets are considered to be impaired
when 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.
For all financial assets, objective evidence of impairment could include:

e significant financial difficulty of the issuer or counterparty; or

e breach of contract, such as default or delinquency in interest or

principal payments; or

e it becoming probable that the borrower will enter into bankruptcy

or financial re-organisation; or

e disappearance of an active market for that financial asset because

of financial difficulties.

For certain categories of financial assets, 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 from 30 to 180 days, observable changes in
national or local economic conditions that correlate with default on

receivables.
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90

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Impairment loss on financial assets (continued)

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.

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
losses 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

Debt 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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
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.

Other financial liabilities

Other financial liabilities including trade and other payables, payables
for mineral resources compensation fees, amounts due to related
companies, amount due to a non-controlling interest holder, amount
due to a director 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. A conversion option that will be settled other than 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 a conversion
option derivative. 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 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).
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Convertible loan notes (continued)

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.

Transaction costs that relate to the issue of the convertible loan notes
are allocated to the liability and derivative components in proportion
to their relative fair values. Transaction costs relating to the derivative
components are charged to profit or loss immediately. 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.

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 they meet the definition of a derivative, 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.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Derecognition

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.

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 and accumulated in equity

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.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
of inventories are 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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 with finite useful lives
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 pre-tax 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 (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of
the asset (or cash-generating unit) 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 (or cash-generating unit) 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 (or
cash-generating unit) in prior years. A reversal of an impairment loss is

recognised as income immediately in profit or loss.
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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.

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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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Exploration and evaluation assets

Exploration and evaluation assets are carried 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.

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 “loss before tax” as reported in the consolidated profit
or loss 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.

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.

Deferred tax liabilities are measured at the tax rates that are expected
to apply in the period in which the liability is settled based on tax rates
(and tax laws) that have been enacted or substantively enacted by the

end of the reporting period.

Current and deferred tax is recognised in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 3. FEBTHEGE)

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.

The Group as lessee

Operating lease payments are recognised as an expense on a straight-
line basis over the lease term, 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.

HE
BHEGRIEEAEE R R K m &R E
RTABEAR HESEARERE WA
BHABER D ERKEEHEE -

AEBEERLHEA
RIERABERPRBAZ KERA LB
HREFRARI REKE - REHEE R
ABNREGHEM  ARRAEEAEA
B2 RFREF L THEEE -

AEEFEREBEA
EEBERBHARAERLERBAML - i
RARGERERRRAHEAERAE
BRI 25 2 BRI R BIRR ) -

RIRE R KA

RIS B RS 04 T RA R RIS E
REEBARABR B REBREIMA
BEHE((RES B I ZHE - RE
TRERBMA ARTARAERR AN -

BEKE

g - BEREESARAE(ITEE— &
RBMSTERARERART HHE A
E)EERGZ BERSHARSEELR
A EEAERAEHEHE AR R 5
AL

Fi B B b e B B AR HNE & B R IR e TR

ANNUAL REPORT 2013 ¢ — T —=FF 3 97



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 & & —=
3.

98

—=F+ZA=+—HItFE
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Provisions

Provisions are recognised when the Group has a present obligation
(legal or constructive) as a result of a past event, it is probable that
the Group will be required to settle that obligation, and a reliable
estimate can be made of the amount of the obligation. The amount
recognised as a provision is the best estimate of the consideration
required to settle the present obligation at the end of the reporting
period, taking into account the risks and uncertainties surrounding the
obligation. Contingent liabilities acquired in a business combination are
initially measured at fair value at the acquisition date. At the end of the
subsequent reporting periods, such contingent liabilities are measured
at the higher of the amount that would be recognised in accordance
with HKAS 37 Provisions, Contingent Liabilities and Contingent Assets
and the amount initially recognised less cumulative amortisation (if
appropriate) recognised in accordance with HKAS 18 Revenue.

Provision for restoration, rehabilitation and
environmental costs

Provisions for the Group’s restoration, rehabilitation and environmental
expenses are based on estimates of required expenditure to restore
the sites of Group’s mines in accordance with the PRC rules and
regulations. The Group estimates its liabilities for final reclamation and
mine closure based upon detailed calculations of the amount and timing
of the future cash expenditure to perform the required work, escalated
for inflation, then discounted at a discount rate that reflects current
market assessments of the time value of money and the risks specific to
the liability such that the amount of provision reflects the present value
of the expenditures expected to be required to settle the obligation.

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 on-going
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 judgements in applying the entity’s accounting
policies

The following is the critical judgements, 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 basis as set out
in Note 1 to the consolidated financial statements.

Control over subsidiaries

The Group owns 49% equity interest in Shanxi Coal. The Group’s
ownership of 49% equity interest in Shanxi Coal gives the Group the
same percentage of the voting rights in Shanxi Coal. The Group’s
49% equity interest in Shanxi Coal was acquired on 7 June 2013 and
there has been no change in the Group’s ownership in Shanxi Coal
since then. The remaining 51% of the registered capital of Shanxi Coal
is owned by two equity interest holders, who holds 41% and 10%
respectively. The directors of the Company made an assessment as at
the date of completion of acquisition as to whether or not the Group
has control over Shanxi Coal in accordance with the new definition of
control and the related guidance set out in HKFRS 10.

The directors of the Company concluded that it has had control over
Shanxi Coal since the completion of acquisition on 7 June 2013 on
the basis that under the amendments made to the memorandum and
articles of association of Shanxi Coal on 21 December 2009, the Group
are able to appoint five directors out of nine on the board of directors
of Shanxi Coal through its wholly owned subsidiaries and a resolution
to be passed by the board of directors of Shanxi Coal requires a simple
majority. Upon Shanxi Coal were effectively acquired by the Group on
7 June 20183, the Group is able to control the decision making of the
board of directors of Shanxi Coal through its wholly owned subsidiaries.

In addition, all the shareholders of Shanxi Coal agreed that they
will approve the plans and proposals, including operating and
investment plan, financial budgeting, profit appropriation, extraction
of discretionary reserve and the issuance of bonds, proposed by
the board of directors of Shanxi Coal. Accordingly, Shanxi Coal is
accounted for as subsidiary of the Company.

Key sources of estimation uncertainty

The following 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.
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100

—=F+ZA=+—HItFE
CRITICAL ACCOUNTING JUDGEMENTS AND

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Critical judgements in applying the entity’s accounting
policies (continued)

Impairment of property, plant and equipment

The Group tests at the reporting date whether property, plant
and equipment have suffered any impairment in accordance with
accounting policies stated in Note 3. The recoverable amounts of
those assets have been determined based on the higher of their fair
value less costs to disposal and their value-in-use calculations which
prepared on the basis of management’s assumptions and estimates
taking into account the existing business expansion plan going forward,
the current sales orders on hand and other strategic new business
development. These calculations require the use of estimates such as
the future revenue and discount rates.

As at 31 December 2013, the carrying amounts of property, plant and
equipment are HK$1,006,409,000, net of accumulated depreciation
and impairment of HK$61,648,000 (2012: HK$103,041,000, net of
accumulated depreciation and impairment of HK$43,922,000).

Impairment of mining rights

Under the full cost method of accounting for mining rights, 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 product prices, reserves and future development and production
costs. Changes in these estimates may result in significant changes to
the consolidated statement of profit or loss. As at 31 December 2013,
the carrying amount of mining right is HK$11,772,162,000, net of
accumulated amortisation and impairment losses of HK$228,439,000
(2012: HK$441,214,000, net of accumulated amortisation and
impairment losses of HK$1,112,714,000).

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the
value-in-use of the cash-generating units (“CGUs”) to which goodwill
has been allocated. The value-in-use calculation requires the Group
to estimate the future cash flows expected to arise from the CGUs
and a suitable discount rate in order to calculate the present value.
Where the actual future cash flows are less than expected, a material
impairment loss may arise. As at 31 December 2013, the carrying
amount of goodwill is nil, net of accumulated impairment loss of
HK$3,674,327,000 (2012: nil, net of accumulated impairment loss of
HK$2,666,539,000). Details of the recoverable amount calculation are
disclosed in Note 18.
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4.

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty

Impairment loss recognised in respect of trade 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 receipts are less than expected, a material impairment loss
may arise. As at 31 December 2013, the carrying amount of trade
receivables is HK$44,673,000 (net of allowance for doubtful debts of
HK$13,211,000) (2012: carrying amount of HK$39,854,000, net of
allowance for doubtful debts of HK$13,068,000).

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 unit of production. The unit of production 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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102

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.
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. As at 31 December 2013, the carrying
amount of income tax liabilities is approximately HK$7,015,000
(2012: HK$6,713,000) and deferred tax liabilities of approximately
HK$2,726,722,000 (2012: HK$40,756,000).

Fair value of derivative component 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 component of the convertible
loan notes, assumptions are made based on quoted market rates
adjusted for specific features of the instrument. As at 31 December
2013, the carrying amount of derivative component of convertible loan
notes is HK$1,468,994,000 (2012: nil).

Provision for restoration, rehabilitation and environmental costs
The provision for restoration, rehabilitation and environmental costs has
been determined by the management of the Lexing Group based on
their best estimates. The management of the Lexing Group estimated
this liability for final reclamation and mine closure based upon detailed
forecast of the amounts and timing of future cash flows for a third
party to perform work, escalated for inflation, then discounted at a
discount rate that reflects current market assessments of the time value
of money and the risks specific to the liability, such that the provision
reflects the present value of the expenditures expected to be required
to settle the obligation. However, the estimate of the associated
expenditures may be subject to change due to new government
environmental policy in the future. The provision is reviewed regularly
to ensure that it properly reflects the present value of the obligation
arising from the mining activities. As at 31 December 2013, the carrying
amount of provision for restoration, rehabilitation and environmental
costs was HK$62,330,000 (2012: nil).
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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, other borrowings disclosed
in Note 28, amounts due to related companies disclosed in Note 21,
cash and cash equivalents, amount due to a non-controlling interest
holder disclosed in Note 27, amount due to a director 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.

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments
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6. FINANCIAL INSTRUMENTS (CONTINUED) 6. ST A(E)

(b) Financial risk management objectives and policies
The Group’s major financial instruments include trade and other
receivables, bank balances and cash, trade and other payables,
convertible loan notes, other borrowing and amount due to a non-
controlling interest holder. 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.

Market risk
Currency risk
Certain financial assets are denominated in currencies other than

the functional currency of the respective group companies.

The following table shows the Group’s exposure at the end of
the reporting period to currency risk arising from transactions
or recognised assets denominated in a currency other than the

functional currency of the entity to which they relate.
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- 3,205 744,948

The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency

exposure should the need arise.
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6. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies
(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 the functional currencies of the relevant group
entities 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 after tax where the functional
currencies of the relevant group entities 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

after tax, and the balances below would be negative.
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Impact on loss for the year HEEEBZFE (160) = (211)
Interest rate risk FIZ 2 B2
The Group is exposed to fair value interest rate risk in relation AEEEHTEHEMES(GEBERND

to fixed-rate other borrowings (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

arise.
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6. FINANCIAL INSTRUMENTS (CONTINUED)

106

(b) Financial risk management objectives and policies

(continued)

Market risk (continued)

Interest rate risk (continued)

Sensitivity analysis

The sensitivity analyses below has 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 (2012: 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$334,000 (2012: HK$67,000).

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
the 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STAHiE' N
e R R MY R

For the year ended 31 December 2013 HE T —=F+_-_A=+—HILFE
6. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies

(continued)

Credit risk (continued)

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 2013 and 2012.

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.

As at 31 December 2013, the Group had net current liabilities of
HK$2,788,621,000. The directors of the Company have given
careful consideration on the measures currently undertaken in
respect of the Group’s liquidity position. As detailed in Note 1
to the consolidated financial statements, the directors of the
Company believe that the Company will be able to operate as a

going concern.

The following table details the Group’s remaining contractual
maturity for its non-derivatives financial liabilities based on the
agreed repayment terms. The table has been drawn up based on
the undiscounted cash flows of financial liabilities based on the
earliest date on which the Group can be required to pay. The table

includes both interest and principal cash flows.

6. SRITE (&)
b BEEBREEEERRKXK

(%)

EERER (&)

REFME  ARELEENEART
FEER  RRAGRTRYEF I RE
P o

R SMME  AEBEERREE
EPRFBEEFHZERS hEBEZ
T =FER-_FT-—_F+ZA=+—H
IEMEFE 2 EE 5 RUGRIBERE -

RBELZEEARAR - REAYNT
P REEREE RS TEER
A2 81T -

REE TR

HREBRDESAR  AEEERR
ERERERRRMBNAEEESZ
ReRREE/UAKT - ARRERS

MERBTZE -

R-F—=F+-_A=+—8  &~&£E
mE B EFE A2,788,621,000/8 7T ©
RAREFEFHABR B AT AERER
HESMRAEBMA I - R4 E W IER
KT - AR R EFRAAAAEE
FERE -

TR EE NN ARE T ES
MEEHTZ2ARINBBER - ZREE
FEBSREANRZ AHEe@MEBEs
AUBRBERERY  BRATAETN
BEAE -
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6.

108

FINANCIAL INSTRUMENTS (CONTINUED) 6. TR T HE(E)

(b) Financial risk management objectives and policies b)) HEERBEEEERKE
(continued) (&)
Liquidity risk (continued) REBESER(E)
Liquidity risk tables TBEZRRIIR

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
®
+=A
—FRZ —FUE MERE RER S
EZER BREEFR BREER HEREAR ZIREE
HK$°000 HK$’000 HK$°000 HK$°000 HK$’000
THET TR THERT TR THER
2013 —T-—=F
Non-derivative financial FTESRERE
liabilities
Trade and other payables ESREMENTIE 696,781 - - 696,781 696,781
Payables for mineral resources  J& <A = & IR 7
compensation fees ge 142,168 - - 142,168 142,168
Amounts due to related FERTRRE A RIFIE
companies 434,057 - - 434,057 434,057
Amounts due to a non- B —R IR R
controlling interest holder BEAFE 2,845,679 - - 2,845,679 2,845,679
Other borrowings Hinfg & 38,886 - - 38,886 37,755
Promissory notes EEER - 350,586 - 350,586 275,416
Convertible loan notes BRERRE - 418,162 2,348,358 2,766,520 2,686,701
4,157,571 768,748 2,348,358 7,274,677 7,118,557
2012 —E-—F
Non-derivative financial FTESREE
liabilities
Trade and other payables EHREMERTE 41,292 = = 41,292 41,292
Amount due to a non-controlling & — & IEEE R IERS
interest holder BAEAZE 306 - - 306 306
Amount due to a director EN—2EZEHE 138 - - 138 138
Convertible loan notes RRERE 296,175 - - 296,175 293,925
337,911 - - 337,911 335,661
As explained in Note 29, the convertible loan notes holders have WM sE20F R M - AR B E S
demanded for repayment of the convertible loan notes according AB BRI SR (E B R = E o

to the terms.
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6.

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 using the effective interest rate method.

Derivative component of convertible loan notes

The fair value of the derivative component of convertible loan notes is
determined by the inputs to Black-Scholes model with trinomial tree
method including spot price, risk free rate, expected option period and

expected volatility. Please refer to Note 29 for the details of the inputs.

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.

e Level 1 fair value measurements are those derived from quoted

prices (unadjusted) in active market for identical assets or liabilities.

e |evel 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).

e 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).

There were no transfers among level 1, 2 and 3 in the current and prior

years.
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6. FINANCIAL INSTRUMENTS (CONTINUED) 6. EMIA(H)
Fair value (continued) NEE(E)
Fair value measurements recognised in the consolidated RESTHERIREIAFLETTE
statement of financial position (continued) (&)
As at 31 December 2013 and 2012, the only financial instrument R_E—=FR-_FTE——F+=-_/A=+—
measured at fair value was the derivative component of convertible loan H B—RAFEFEZemIAATRRK
notes which belongs to level 2 financial instruments. ERERTESS BE_EBESRMIEA -

Fair value

Financial instrument Fair value as at hierarchy Valuation techniques and key inputs
SEIA RT5 Bz DR E RREZER REFEREEH AR
31 December 31 December

2013 2012
—E-= —E——F
+=A=+-B +ZA=+—H
HK$°000 HK$’000
FET FHET

Derivative component of

convertible loan notes

HREERERZ

PTER D

Financial assets 16,678 - Level 2 Valuation technique:  Black-Scholes model with

TREAE £ Risk-free rate trinomial tree method
HETE ! 0.5%-0.6%
A B ) = AT — H AT (B

BRE R =T EB A

Volatility 46%-49%
R IE

Financial liabilities (1,485,672) - Effective interest rate  10%-11%

TRAE B A =
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For the year ended 31 December 2013 HE T —=F+_-_A=+—HILFE

7.

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, software
services and solution engineering, maintenance
software solutions and professional outsourcing
services for the banking and finance,
telecommunications and
public sector clients
Mining operation — Geological survey, exploration and
development of coal deposits (mining
operation), and selling of coking coal
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
statement of profit or loss. 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.

7 ERE
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For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE
7. SEGMENT INFORMATION (CONTINUED)

Segments revenues and results
The following is an analysis of the Group’s revenues and results by

reportable and operating segments.

Banking and finance

systems integration

services and

7. ZEER (&)

kL ONES
TRBIIERTLRREE D BHN 2 A%
LON:ES E

software solutions Mining operation Coal operation Total
BIREMAGERERY
URBEBBRER RgEES BixEK @3
2013 2012 2013 2012 2013 2012 2013 2012
—Eg-= —F ZB-=fF _ T “B-=
HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
TET T TET THL TET THIL THT FAT
For the year ended #H#E+-A=1+—8
31 December HFEE
TURNOVER EEH
Sales to external customers  [5MBR PIEH
ZIHE 79,428 63,771 9,794 - 40,515 22,376 129,737 86,147
RESULTS £
Segment loss PEER (1,143) (131) (4,046,641)  (18,595) (6,140) (2,436) (4,053924)  (21,162)
Unallocated income RABBA 294,703 5,000
Unallocated expenses APOBEZH (180,080)  (40,967)
Finance costs BB (263,877)  (56,915)
Loss before taxation B RIE R (4,203,178) (114,044)

The accounting policies of the reportable and operating segments
are the same as the Group’s accounting policies described in Note 3.
Segment loss represents the loss from each segment without allocation
of central administrative expenses, directors’ and chief executive’s
emoluments, change in fair value of derivative component of convertible
loan notes, gain (loss) on amendment of terms of convertible loan
notes, loss on redemption of convertible loan notes, loss on redemption
of promissory notes, interest income and finance costs. This is the
measure reported to CODM for the purposes of resource allocation and

performance assessment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN

e P BwRME

For the year ended 31 December 2018 HiE —Z—=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

7. 2ER (&)

THEERER
TXARILBRGED BHN 2 AREA
ERERE -

[t

S &

7 &P

\

2013
—E-=f

HK$’000
THET

Banking and finance systems integration services #2717 [ % &t Z 4t £ 5 RIS A K #L

and software solutions {ERR T 2R 26,575 45,219
Mining operation PRI 275 12,951,233 567,257
Coal operation R T 15,182 15,547
Total segment assets DEEEETE 12,992,990 628,023
Unallocated il 108,892 21,396
Consolidated assets LEBE 13,101,882 649,419

Segment liabilities

—E—=F

HK$’000
TR

Banking and finance systems integration services $R17 X% % & 2 5 5= Ak BRTE JA R &1

and software solutions HERRF B 33,827 41,220
Mining operation S 3,919,769 2,136
Coal operation YR TS 232,205 994
Total segment liabilities DEE BB 4,185,801 44,350
Unallocated AOEL 7,227,845 356,312
Consolidated liabilities FEBE 11,413,646 400,662
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7. SEGMENT INFORMATION (CONTINUED) 7. DERER(E)
Segments assets and liabilities (continued) TEHEEREBE(E)
For the purposes of monitoring segment performances and allocating HREEDHBRERNR D EESEER

resources between segments:

— all assets are allocated to reportable segments other than =
amounts due from non-controlling interest holders, amount due
from a director, derivative component of convertible loan notes,
bank balances and cash, and assets jointly used by reportable
segments.

— all liabilities are allocated to reportable segments other than =
amount due to a director, amounts due to non-controlling interest
holders, other borrowings, derivative component of convertible
loan notes, liabilities component of convertible loan notes,
promissory notes, income tax liabilities, deferred tax liability, and
liabilities jointly liable by reportable segments.

BRIEWOE A B s 1A ATRIR - IR —
FREEHPE  BREEREBRNOTET
BEfn |ROTEBRRREUARZ @2
BAMARERZEEIN HEEEN

DEEFE2HHE -

BN —REEIR - B IFERER
FAEARER  HfEE - AR ERRE
MATETARD  AMARERRENE
BEEn - AERE  MEHAR  RIT
HEEERZER2®|D MHARAEL
BEN MERBEANKEAZ2HN 0 -

Other segment information Hth 5 & w

Banking and finance

systems integration

services and
software solutions Mining operation Coal operation Unallocated Consolidated
RITREMAREARENR
RERARR REER RER
2013 2012 2013 2012 2013 2013 2012 2013
—E-zf —3-zf £ -§-= -E-= —E-zk
HK$'000 HK$'000  HK$'000  HK$'000 HK$'000 i HK$'000
Tén Thn BT Thn TEn A7 Tén
For the year ended 31 December BET-A=t-BLEE
Amounts included in the HEANERANBEERTR
measure of segment losses DAT3E -
Or segment assets:
Depreciation g 161 166 25,467 9,655 2,768 2,882 480 1,081 28,876 13,784
Addition of non-current assets (Note) FEFRBEE () 252 249 331,082 780 2,864 6,491 Y] - 33419 7,520
Impairment loss recognised in respect of DESENGEL
irade receivables HEEE 283 1,140 - = - = - - 283 1,140
Write off of other receivables Mt EYFE - - - 127 - - - - - 127
(Gain) loss on disposal of property, plant HENE  BRERREZ
and equipment ()&t - @) 632 846 - = - = 632 838
Impaiment loss recognised EEAEE L RERE
in respect of goodwil - - 3,661,555 - - - - - 3,661,555 -
Impairment loss recognised in respect BEIRBE RERE
of mining rights - - 228,439 - - - - - 228,439 -
Impaiment loss recognised in respect BEANE  BERREZ
of property, plant and equipment FEFE - - 2,172 - - - - - 2,172 -
Reversal of impairment logs recognised in REERIESENGEL
respect of trade receivables REEE (140) (353) - - - - - - (140) (353)
Note:  Non-current assets exclude financial instruments. Mizk : JERBDEETBESHMIA
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

SEGMENT INFORMATION (CONTINUED) 7. DEER(E)
Other segment information (continued) HinpHER(E)
Banking and finance
systems integration
services and
software solutions Mining operation Coal operation Unallocated Consolidated
ETREBAS
ERBENR
RhEARR RRER RRER S
2013 2012 2013 2012 2013 2012 2013 2013
—g--f -§--f C-§--f ZE--f C-§-Zf C-F--f =ZF-: 3 jut S5
HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000 HK$'000
TAr  TEr  TEr TR AR AT TER AT TER
For the year ended 31 December HEt-R=t-HLEE
Amounts regularly provided to CODM but FEATEER L& R
not included in the measure of 3 ESLy- i IN
segment losses: BRit 7 -
Interest income FEMA (29 (176) (339) (308) @) (76) @) 1) (379) (658)
Interest expenses HER% - - 50463 = 4,37 - 00177 56915 263877 56915
Income tax expenses (credit) FERRS (#2) 130 173 (57,121) 2 11 145 - - (56980 320
Geographical information EER
The Group’s operations are located in Hong Kong, the PRC and REBEEBANRES FEREH °
Mongolia.
The Group’s revenue from external customers is presented based on AEBREINIEL ZWMAREEHBZ o
the location of the operation.
Information about the Group’s non-current assets is presented based BRAASBERBEEZEARIEAEEE
on the geographical locations of the assets. EfffEtRAEZS)

Hong Kong Elsewhere in the PRC Mongolia Consolidated
it REHfbE T ®"e
2013 2012 2013 2012 2013 2012 2013 2012

—E-=f _Z-—_—F —B-=F _T-—_F “B-=f _Z-_—F “B-=F _F-—-F
HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
TET BT TET THET THT THAT THT THAT

Segment revenue DEUWA
Revenue from external REINBRE
customers ZHA - - 129,080 76,147 657 10,000 129,737 86,147
Non-current assets (Note) ~ IERENEE (i) 44 482 12,826,747 715 - 566,146 12,826,791 567,343
Note:  Non-current assets exclude financial instruments. fizx : ERBEEIBIFEERMIA -
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7. SEGMENT INFORMATION (CONTINUED) 7. DEER(E)
Revenue from major products and services FEEMREREZWA
The following is an analysis of the Group’s revenue from its major NTAREBEEEERRRBEZBAD

products and services:

HK$’000
FHET
Sale of automatic teller machines HEBBIEEHK 59,736 43,358
Sale of coal fHE R R 39,858 12,375
Sale of mining products HEREE D 9,794 -
Provision of logistics services R AR 657 10,000
Rendering of computer technology services M B BEIIRSS 19,692 20,414
129,737 86,147
Information about major customers EREFXEEFZ2ER
Revenue from customers of the corresponding years contributing over EAEBEEFEEHEEI0 NN E2EFPE
10% of the total sales of the Group is as follows: BRI AT -

2013
—E—=
HK$’000 HK$’000
TERT FHIT
Customer A' ZEA 13,933 13,761
Customer B? ®FB? N/ATE A2 12,375
1 Revenue from banking and finance systems integration services and 1 RIT KRB B RS ARTES A R BR 4 R AR 7 B Y
software solutions. WA
2 Revenue from coal operation. 2 EREBRA
8 The corresponding revenue did not contribute over 10% of the total revenue 3 WAL BRBFTHAEBREBFEE 2 RABEE
of the Group in the respective year. BRI AR BB 10% °
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

8. TURNOVER AND OTHER OPERATING INCOME 8. BEERHMKZE WS
Turnover represents invoiced value of goods sold and services EEEIEHE SN MR EARTE (ORI T I
rendered, net of discounts allowed and sales taxes where applicable. MEEER(WER)) 2 BEEE - NEERER
Revenues recognised during the year are as follows: ZUWAITR

2012
HK$’000 HK$’000
THET FHIT
Turnover EEH
Sale of goods HEE R 109,388 55,733
Rendering of services RERHS 20,349 30,414
129,737 86,147
Other operating income HAnge s e
Interest income B U 379 531
Reversal of impairment loss recognised in B O EERE 5 EWFIE
respect of trade receivables R EEIE 140 353
Finance lease interest income SRAERN B UWA = 27
Sundry income HEEWA 288 321
Government grant (Note) BB 2 (FsE) 447 449
1,254 1,681
Note: Pursuant to the notices issued by the relevant government authorities, Wit BB BT H AR H 2B AARETH
certain PRC subsidiaries of the Company were entitled to enjoy subsidies WEARZAREEBEHREARERE 2E
for provision of specialised information technology services. There is no Bh o AEBBEEMBERTE ZIEMH -

further condition that the Group is required to fulfill.

ANNUAL REPORT 2013 ¢ — T —=FF 3 117



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

9. FINANCE COSTS 9. BMERAE

Interest expenses on borrowings wholly
repayable within five years:
— effective interest expenses on convertible

ARRFERABBEEZEREZH
BRX
— AR ERR R B

2013
—E—=F

HK$’000
TR

HK$’'000
TET

loan notes FMERX 180,778 56,073
— promissory notes — O EE 17,909 -
— other borrowings —HiEE 1,490 842
— amount due to a non-controlling — B — RIS
interest holder BANIA 127,523 -
Total borrowing costs BERAERE 327,700 56,915
Less: amounts capitalised in construction B ERIRENMEZ &R
in progress (66,057) =
Imputed interest for provision for restoration, RIE - BB RIRIR A B
rehabilitation and environmental costs (Note 32) 7 fEEHF 8 (Fff5X32) 2,234 =
263,877 56,915

10.LOSS BEFORE TAXATION

10. BRBLAT B 18

2013 2012
—E—= —F——4F
HK$’000 HK$’000
FET FHET
Loss before taxation has been arrived at after FREGATET IR E kR -
charging:
Auditor’s remuneration i3 Gl 2,971 1,652
Cost of inventories sold BEEFEKRA 96,321 47,889
Depreciation e 28,876 13,784
Directors’ and chief executive’s emoluments EZRTHAER N
(Note 15) (FF3E15) 4,285 5,228
Exchange loss ME 3 518 1,443 1,069
Impairment loss recognised in respect of trade D HERE 5 FEWRIE 2 B EEE
receivables 283 1,140
Write off of other receivables il 535 5L Ath FE LKL R IE = 127
Loss on disposal of property, plant and LEWE  BELREBEE
equipment Z BB 632 838
Payments under operating leases in respect of B+ RIEF 7 KL E 708
land and buildings 7,381 4,303
Staff costs (excluding directors’ and chief BIRA(TBEIEEERITH
executive’s emoluments) (Note 14) BEME) (HE14) 90,397 21,629
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11.INCOME TAX

PRC Enterprise Income Tax (the “EIT”)

REEEMEH([REMSH])

1. FrEH

2013
—E—-=

HK$’000

FHET

2012

HK$’'000

TET

- current —Z"Hj 117 69
— under-provision in previous years —BEFERBETT 13 105
Mongolia Economic Entity Income Tax SHEEEEAMER([EETR
(the “EEIT”) FRE® 1)
- current N = 111
— under-provision in previous years —BAEFERETE = 35
130 320
Deferred tax (Note 34) EREFIE (FI3E34) (57,110) -
Income tax (credit) expenses s ® (i e) R (56,980) 320

(i)

(iv)

Pursuant to the rules and regulations of Bermuda and the British
Virgin Islands (the “BVI”), the Group is not subject to any income

tax in Bermuda and the BVI.

No provisions for Hong Kong Profits Tax have been made for
subsidiaries established in Hong Kong as these subsidiaries did
not have any assessable profits subject to Hong Kong Profits Tax
during both years.

Profits of the subsidiaries established in the PRC are subject to
PRC EIT.

Under the Law of the PRC on EIT (the “EIT Law”) and
Implementation Regulation of EIT Law, the tax rate of the PRC

subsidiaries was 25% for both years.

Profits of the subsidiaries established in Mongolia are subject to
Mongolia EEIT.

Under the Law of Mongolia on EEIT (the “EEIT Law”), the tax rate of

the Mongolian subsidiaries was 10% for both years.

(i

(if)

(iv)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

11.INCOME TAX (CONTINUED) 1. 8% (8])
The income tax (credit) expenses for the year can be reconciled to the FRAEHR(ER) AT EBEEEBERZEBH
loss before taxation per the consolidated statement of profit or loss as BIEIBEBRMT -
follows:

2012
HK$’000 HK$’000
FE T FHBT
Loss before taxation KR 7% Al 518 (4,2083,178) (114,044)
Tax credit at rates applicable to loss in IREBREEREEEARX
the jurisdictions concerned FTEZFIERR (689,013) (18,107)
Tax effect of income not subject to tax BERBBRAZ BT E (46,067) (811)
Tax effect of expenses not deductible for TAINBFAT M2
tax purpose 677,564 18,973
Tax effect of tax losses and deductible temporary k&2 2 Tt T8 &5 18 & ] $0%
differences not recognised TREBEoMETE 523 418
Utilisation of tax losses previously not recognised #f)F8 & 7t AR FER K T 1B &5 18 = (293)
Under-provision in previous years BEFEREBTTE 13 140
Income tax (credit) expenses for the year FREH (L)X (56,980) 320
12. DIVIDENDS 12. R B
No dividend was paid or proposed during both years ended 31 Bz -_T—=FK-_ZTE——F+ZHA=1+—
December 2013 and 2012, nor has any dividend been proposed since BIEMEFETED REERKE @ BH/E
the end of the reporting period. BATR DAZR IR i o Ik B AR AT AR 2. o
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NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS!
G E R R AN =

For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

13.L0OSS PER SHARE 13. BREE
The calculation of the basic and diluted loss per share attributable to the REFERNNREE AFE(L TR ER & #5855
owners of the Company for the year is based on the following data: BIZA T 8BTS -

2013
—B—=F
HK$’000 HK$’000
FTHER FHET
Loss BB
Loss for the year attributable to the owners of RNEHEE ABIGFEEE
the Company (3,947,960) (113,732)

Number of shares iahr 2¢E]
Weighted average number of ordinary shares AU ESREREE 2 LB
for the purpose of basic loss per share A& hntE 39 B 2K 2,152,917,616 1,150,737,334
The computation of diluted loss per share does not assume the HRHEMAIMRERERRATERELRS
conversion of the convertible loan notes and the conversion of BRERERRY Mt EEREEEEE
convertible preference shares since their exercise would result in a W R LRI E SRR R A EiRE L
decrease in loss per share. % o

The computation of diluted loss per share does not assume the exercise HREE T —F+_A=+—HILEE
of the outstanding share options since the exercise price of the share MERETEESRROOFHEME - W&
options was higher than the average market price for shares for the year HEREEEERITEBRRZITERTEBER
ended 31 December 2012. TE ©

The basic and diluted loss per share are the same. BREARKREEEHEER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

STAFF COSTS (EXCLUDING DIRECTORS’ AND CHIEF
EXECUTIVE’S EMOLUMENTS)

14.

122

BEIRA(TERESERITR

HEW)

2013 2012

—g—= —E——F

HK$°000 HK$'000

TR FHIT

Wages and salaries TITERHS 75,492 20,015
Retirement benefit schemes contributions RURIEFIETBIHEK 14,905 1,614
90,397 21,629

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS|
AR RN +f

For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
15.DIRECTORS’, CHIEF EXECUTIVE’S AND SENIOR 15. =% - THREABESHREE A

MANAGEMENT’S EMOLUMENTS =1 kA

(a) Directors’ and chief executive’s emoluments (a) EERTHARME
The emoluments paid or payable to each of the ten (2012: seven) ENSENTER(ZE——F: +8)E
directors and the chief executive were as follows: ERITHRBH ST
For the year ended 31 December 2013 BE-ZE-—=F+=-BA=+—HLEE

Salaries, Retirement
allowances benefit
and other schemes  Share-based

benefits  contributions payments Total

e EZHR RINER
ik Hitrg A TR IRNE AR
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000
TER TER TER TET TER

Executive directors HTEE
Mr. Zhang Sanhuo (“Mr. Zhang”) R=E%4([R%E])
(appointed on 7 June 2013) (R=ZF—=%~A

T HEZE) - 884 9 - 893
Mr. Tse Michael Nam (“Mr. Tse”) #iiiEse4 ([#%E]) - 2,068 15 - 2,083
Mr. Zhang Xu RREE(RZS—=F
(appointed on 7 June 2013) NATBEZRE) - 224 - - 224
Mr. Yang Xiaog BEREE(RZ2-=
(resigned on 14 June 2013) FEXATEARME) - 426 - - 426
Non-executive director FHTES
Mr. Zou Cheng Jian FEEEE(RZE—=
(appointed on 7 June 2013) FRRtREZA) 97 - - - 97
Mr. Wu Chi Chiu AT LM —=
(resigned on 16 May 2013) FhA+NBEME) 102 - - - 102

Independent non-executive By TES

directors
Mr. Lim Yew Kong, John Lim Yew Kong, JohnZt £ 150 - - - 150
Mr. Leung Po Wing, Bowen PELIHEGBS, JP

Joseph GBS, JP 150 - - - 150
Mr. Znou Chunsheng BEEFRERZZ—=

(appointed on 14 June 2013)  EXA+HAEE(T) 92 - - - 92
Mr. Mak Ping Leung ERRAEE(RZE—=

(resigned on 14 June 2013) FRRTEERT) 68 - - - 68

659 3,602 24 = 4,285

ANNUAL REPORT 2013 ¢« — & — = F & 123



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

15.DIRECTORS’, CHIEF EXECUTIVE’S AND SENIOR
MANAGEMENT’S EMOLUMENTS (CONTINUED)

(a) Directors’ and chief executive’s emoluments
(continued)
For the year ended 31 December 2012

15,55 - THABRSREEA
S (&)

() EBRTHRARME (F)

BE-_ZT——Ff+-A=+—HILFE

Salaries, Retirement
allowances benefit
and other schemes  Share-based
Fees benefits  contributions payments
SRR
e H g A ATEIER RIPHR
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TET TERT TER FAT TET
Executive directors HITES
Mr. Tse Fi e = 3,558 14 = 8,672
Mr. Yang Xiaogj BB L - 936 - - 936
Non-executive director FHTES
Mr. Wu Chi Chiu HEEAE 270 - - - 270
Independent non-executive ~ BI EHTEE
directors
Mr. Lim Yew Kong, John Lim Yew Kong, John %4 150 - - - 150
Mr. Mak Ping Leung BRR KL 150 - - - 150
Mr. Leung Po Wing, Bowen RELEL
Joseph 150 - - - 150
720 4,494 14 - 5,228

No directors of the Company waived or agreed to waive any
emoluments during the two years ended 31 December 2013 and
2012.

Mr. Tse was also the chief executive of the Company until 6 June
2013 and replaced by Mr. Zhang from 7 June 2013 and their
emoluments disclosed above included those to services rendered

by them as the chief executive.
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NOTES TO THE CONSOLIDATED FINANCIAL TA ME

e P BwRME

For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

15.DIRECTORS’, CHIEF EXECUTIVE’S AND SENIOR
MANAGEMENT’S EMOLUMENTS (CONTINUED)

(b) Senior management’s emoluments
Of the five individuals with the highest emoluments in the Group,
two (2012: two) were directors (including the chief executive) of
the Company whose emoluments are set out above. For the year
ended 31 December 2013, the emoluments of the remaining three
(2012: three) highest paid individuals, which are individually below
HK$1,000,000 were as follows:

15,55 THHABESREEA
EM< (&)

(b) SREEAEME
AEBRAEGETMATBERRAM
F(ZTE—ZF : MB)EF(BETH
BWH)  BEZMEHER EX - HEZT
—=F+-A=+—HBLFE  H#H=
Z(ZE——F: ZR)ReFMALZ
B (39{K541,000,000/8 )20 T -

2013 2012

—E-=F —E—_F

HK$’000 HK$’000

THExT FHTT

Salaries, allowances and other benefits B4 2B NEHAMAER] 1,628 2,517
Retirement benefit schemes contributions RIREFIFH B 22 41
1,650 2,558

(c) No emoluments have been paid by the Group to any directors,
the chief executive 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
2013 and 2012.

) #z=2—=4R=-_F—=—%+=A
=+—HLEMEEE - AEEYEEE
AESE TRAHXALESTFMAL
TABE - ARSI EMAREMK{ES
DO 62 8] 2 $ ) o B Bk 4 1 o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE
16. PROPERTY, PLANT AND EQUIPMENT 16. W% - MERRE

Furniture,
fixtures

Mining  Construction Leasehold  and office Motor  Plants and

structure inprogress  Buildings improvements  equipment vehicles machineries
&R
EE&ER
REBEN  ERIR BF HENERE BOERE RE  BERRE @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TAL TAL TAT TAL TAT BT TAT TAL
COST HA
At 1 January 2012 W-Z--%-f-H 13,696 50,386 - 3,201 18,002 11,486 47,731 144,408
Additions e - 780 - - 654 6,059 21 7,520
Disposals e - - - - 65 (1305 (643 (5009
Exchange realignment ER AR = - - - 4 44 - 48
At 31 December 2012 W_E-—%
+-A=t-H 18,696 51,166 = 3,201 18,595 16,284 44,121 146,963
Additions HE - 320,402 = = 2,675 798 1,182 325,057
Acquisition of subsidiaries WEHBAR 192,342 356,229 88,578 = 6,519 13,625 67,313 724,501
Disposal of subsidiaries LERBAF (13,029) (44,955) - - (11,121) (14,683) (43,853)  (127,641)
Disposal irk = = - - - - (864) (864)
Exchange realignment AR = - - 2 25 14 - 41
At 31 December 2013 RE—=

T-A=1-H 192,909 682,842 88,573 3,203 16,693 15,938 67,899 1,068,057

ACCUMULATED DEPRECIATION ~ ERBHERHME
AND IMPAIRMENT

At 1 January 2012 W-E2——%-f-H 970 = = 2,119 16,457 2,938 9,363 31,847
Provided for the year EREE 1,360 = = 79 623 3,612 7,393 13,784
Eliminated on disposals e - - - - (49) 902) (795) 1,746)
Exchange realignment ExAE = = - - 1 36 - 37
At 31 December 2012 W_E-—%
T-A=1-H 2,330 - - 2,915 17,032 5,684 15,961 43,922
Provided for the year EREE 14,996 - 5,742 286 1,240 3,060 3,552 28,876
Impairment loss recognised for ~ £RREZEEEE
the year - 21,172 - - - - - 21,172
Eliminated on disposal of HENBRRRLH
subsidiaries (2,330) - - - (0,021) 4193 (15728  (32172)
Eliminated on disposals HERHH - - - - - - (232) (232)
Exchange realignment AR - - - 2 44 36 - 82
At 31 December 2013 RZE-=&
+-A=t1-H 14,996 21,172 5,742 3,203 8,395 4,587 3,553 61,648
CARRYING VALUES REE
At 31 December 2013 RZE-=F
+-B=+-H 177,913 661,670 82,831 - 8,298 11,351 64,346 1,006,409
At 31 December 2012 R-E——%
+-A=t-H 11,266 51,166 - 286 1,563 10,600 28,160 103,041
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NOTES TO THE CONSOLIDATED FINANGIAL STATEMEN

e B HRRNE

For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE
16. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The above items of property, plant and equipment are depreciated on a

straight-line basis at the following rates per annum:

Mining structure 10%
Leasehold improvements 33"/, % or over the lease terms,
whichever is shorter

Furniture, fixtures and office  20% to 33"/,%

equipment
Motor vehicles 33',%
Plants and machineries 10%
Buildings 10%

During the year ended 31 December 2013, the Group had continuously
suffered from operating loss. The directors of the Company conducted
a review of the Group’s property, plant and equipment and determined
that a number of those assets were impaired. Accordingly, impairment
loss of HK$21,172,000 (2012: nil) of the mining operation had been
recognised. The recoverable amounts of the property, plant and
equipment have been determined by reference to a valuation report
conducted by Greater China Appraisal Limited (“Greater China”), an
independent qualified professional valuer, and determined based on the
value-in-use calculation. The pre-tax discount rates in measuring the
amounts of value-in-use range from 22.08% to 25.86% in relation to

property, plant and equipment.

Particulars regarding impairment loss recognised are disclosed in
Note 17.

16. 3% - BF K&k (&)

PEME - RS R EE B A EREEA T
R EIFE -

BB 10%

HEMERE 33V % kIR TH BT &
(ARG HAE)

FHh - BEERE R 20%233":%

TE 33'%

T M % A 10%

BF 10%

RBE-_ZT—=F+_A=+—HItEE -
REERFBEELKLEBER AL EZERE
BRAEEYE  WERRZE  UHEAZHE
BECHME - Btk 21,172,000/ T (=
——F B 2EBEBREBLEER W
¥ BERREZAKBSENZSEBIE
BREEGAEMEETEGRAR(DEE])
BiEERE  RERBENEEERE - Ay
¥ BWERKEHEBAZGFEERAEESEN
ARG IR & £22.08% £25.86% 15 ©

ERRREBEF BRI EI7RE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 B EZE—F—=F+=-_A=+—RHI1FE

17. MINING RIGHTS 17. FRIEFE
HK$'000
FHT
cosT A
At 1 January 2012 and 1 January 2013 R-_E——F—A—Br-_ZFE—=F—H—H 1,553,928
Acquired from acquisition of subsidiaries WEEH B A RIS 12,000,601
Eliminated on disposal of subsidiaries B A B S 8 (1,553,928)
At 31 December 2013 N-_E—=F+—-_F=+—H 12,000,601
AMORTISATION AND IMPAIRMENT #8H ORI E
At 1 January 2012 and 31 December 2012 RZE——F—A—HE=_ZT—=F
+=A=+—8~ 1,112,714
Impairment loss recognised for the year FREERBEEIE 228,439
Eliminated on disposal of subsidiaries & B A B 8 (1,112,714)
At 31 December 2013 N-_E—=F+=-_F=+—H 228,439
CARRYING VALUES BREE
At 31 December 2013 RZT—=F+=A=+—H 11,772,162
At 31 December 2012 RZE——F+=-A=+—H 441,214
The mining rights as at 31 December 2012 represented mining licenses RZEBE—ZZF+ZRA=+—H  HKEEEKE

BURE-—BRNBARMR-_ZTNFREZ
RIBRT A 15333ARR T —TFINHE 2 &%
TRETAI B 15449A o BEZZIAlE - ZMB
ARAI A BRI E & & — B S &SEY &
E)%o%%zifzf—iJr:ﬂ:waEuti
€+ BRUERF AT 75 15333A K 15449AA H & Kt
BRRREUETER -

156333A 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 15333A and
15449A were derecognised upon the disposal of subsidiaries during the
year ended 31 December 2013.

During the year, the Group acquired five mining licenses by acquisition RERN - AEBEBZBKEMNEQREREAE®D
of subsidiaries for exploration and mining of coal in the PRC. The FIET AT E - AR %ﬂ%&ﬁﬁﬁéﬁﬂg o itk

A ERETEAR R 2 SRR Rl B R =
F+-_A+AABE_ZT—RF— )EU\EFEJJ

five mining licenses in relation to the coal mines will expire from 16

December 2014 to 8 January 2015 and subject to renewal. In the

128

view of the directors of the Company, the Group will be able to renew
the mining licenses in relation to the coal mines with the relevant

government authority continuously at insignificant cost.

NORTH ASIA RESOURCES HOLDINGS LIMITED e 1t 55 & RIZ R SR A &

H o WREMS ARREERR  AEEE
AABIER AR AR #ESERF R
B 2 BRI T ] R AE A o



NOTES TO THE CONSOLIDATED FINANCIAL STATEM
e MR

For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE

17. MINING RIGHTS (CONTINUED) 17. 5% E#E (&)

Impairment testing of mining rights in relation to coal ore
mines

The directors of the Company were of the opinion that, based on
the valuation report for the mining rights of coal ore mines as at 31
December 20183 issued by Greater China, an independent qualified
professional valuer, the recoverable amount of the mining right was
less than the carrying amount in the consolidated statement of financial
position as at 31 December 2013 and impairment loss of approximately
HK$228,439,000 (2012: nil) was recognised.

The recoverable amount of the mining rights of coal ore mines is
determined from value-in-use calculation. As extracted from Greater
China’s valuation report for the recoverable amount as at 31 December
2013, the management of 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 3% growth rate over thirty-four years which does not exceed
the long-term growth rate 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 John T. Boyd (“J T Boyd”). 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 22.08%
to 25.86% for the year ended 31 December 2013.

—  Future selling prices were estimated with reference to existing and

past quoted commaodity prices of the mining industry.

—  Future production capacity estimation was made in accordance
with the feasibility report issued by J T Boyd. The estimated
production capacity per annum is expected to be approximately

3.9 million tonnes.

Impairment losses of approximately HK$228,439,000 and
HK$21,172,000 were recognised in relation of mining rights and
property, plant and equipment respectively during the year ended 31
December 20183.

BT R B O R

AAREFEARBEB IS ERIEGEEME
ERHNEBEREEN-_Z—=F+=4
=+—AZEERE  REEZITHKES
BERER-_T—=F+=-A=1+—8%&K4
MR KR ZREE  WEERREREL
228,439,000 (=T —=4F : &) -

RERERE 2 TR D e RmiREBEENEE
EE - FEBEEREARNEETELERS
Pyl BREERN — =+ - A=+—
BzrlOesE REGOIPEEEASHE
U BHEERUEARERE - BBRFH
MzHERBRRIBIER X (L EBBEY
BEI)EH=TMFHEE - WRRFBETA
EAEREERBTHME - EEABSE
ABTERAR([JTER D 2RMHBEME
HEEBRBE 2R E KR RERRHA
ARERE - EREBEEAEAELRNET
ERJFLMEAR  KAREERMEH LA
HiEERE - FEIBAAT ¢

— BEBAEBMAMREBEADAERKAE
(BIARREAZEHEH) RBE—F
— =+ A=T—BIFEZEER
ATALIR %22 .08% £ 25.86 % E °

— RKEESERA RBEREE S EA
fiigt -

— RRERBBEITEEZTHERS G
& o fhET S ERE A #93,900,000M8 °

REBEE-_ZT—=F+-_A=+—BIEE -
ENRIRREEEME  BEREEERLY
228,439,000/ T 2 MEK B °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 B EZE—F—=F+=-_A=+—RHI1FE

18.

130

GOODWILL 18. &
HK$’000
FHT
COST A
At 1 January 2012 and 31 December 2012 RZE——F—A—HE-_ZT—=F
+=-—A=+—H 2,666,539
Acquired from acquisition of subsidiaries W BB B B A Rl FTiS 3,661,555
Eliminated on disposal of subsidiaries el NG ok (2,653,767)
At 31 December 2013 RZE—=F+=-A=+—H 3,674,327
IMPAIRMENT A
At 1 January 2012 and 31 December 2012 R-ZE——F—HF—8xk
—E——F+-A=+—H 2,666,539
Impairment loss recognised for the year FADERBEEIE 3,661,555
Eliminated on disposal of subsidiaries NG R o (2,653,767)
At 31 December 2013 RZE—=F+-A=+—H 3,674,327

CARRYING VALUES
At 1 January 2012, 31 December 2012 and
31 December 2013

ARE(E

=t+—BkR=%

R—_T——F—H—H8 -—Z——F+_-#
—=%f+-A=+—8” =

The goodwill of HK$2,653,767,000 and HK$12,772,000 was allocated
to the mining operation segment and banking and finance systems
integration services and software solutions segment, respectively,
and was fully impaired as at 31 December 2012. The goodwill
with cost of HK$2,653,767,000 (accumulated impairment loss of
HK$2,653,767,000) allocated to the mining operation segment was
eliminated on disposal of subsidiaries for the year ended 31 December
20183. The goodwill of HK$3,661,555,000 acquired from acquisition of
subsidiaries was allocated to the mining operation segment, was fully
impaired as at 31 December 2013.

Impairment testing on goodwill allocated to coal business

For the purposes of impairment testing, goodwill of approximately
HK$1,322,481,000, HK$644,490,000, HK$782,843,000,
HK$537,950,000 and HK$373,791,000 were allocated to Shanxi
Coal Transportation and Sales Group Gujiao Bolong Mine Co., Ltd*
(“Bolong”), Shanxi Coal Transportation and Sales Group Gujiao
Liaoyuan Coal Mine Co., Ltd* (“Liaoyuan”), Shanxi Coal Transportation
and Sales Group Gujiao Xinfeng Coal Mine Co., Ltd* (“Xinfeng”), Shanxi
Coal Transportation and Sales Group Gujiao Fuchang Mine Co., Ltd.*
(“Fuchang”) and Shanxi Coal Transportation and Sales Group Guijiao
Jinxin Mine Co., Ltd.* (“Jinxin”) respectively, which represented five
subsidiaries in the mining operation segment.

English name is for identification purpose only
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2,653,767,000 % 7t & 12,772,000 % 7T Z &
BESRNPEERBES S B RBITRERE
RRERRIEREGERFT RS - R
T——F+-_A=+—HAFHRE BE=
T—=F+-_A=+—HILFE  HETKF
B & < 8 GEXA)2,653,767,000
7 70 (2R E E182,653,767,0007%8 7T ) 1
LEWNBARRELEE - WEHBARME
3,661,555,000/8 T 2 A B DR THIEES 5
B WRZZE—=FF+=A=1+—HBFER
{E °

TEERRFREZEHE ZRERS
18

AASARE ENFSERE BN
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

18. GOODWILL (CONTINUED) 18. & (&)

Impairment testing on goodwill allocated to coal business PTHRERREXR CHEBZRERE
(continued) B(E)

The recoverable amounts of the CGUs of Bolong, Liaoyuan, Xinfeng, HEE  BER 2 GBELKEEZHSE
Fuchang and Jinxin are HK$4,750,569,000, HK$2,228,537,000, H By A] Y B & 5 9 Bl & 4,750,569,000 8
HK$2,593,595,000, HK$1,878,638,000 and HK$1,348,719,000 7T~ 2,228,537,000/ 7T * 2,593,595,000 #
respectively which are determined based on value-in-use calculation JT ~ 1,878,638,000 78 st & 1,348,719,000
which the particulars disclosed in Note 17. Accordingly, the impairment B WHRBEERABEAEMEE - H
of goodwill amounted to HK$1,322,481,000, HK$644,490,000, BRI FE17HE - Al mERESRE
HK$782,843,000, HK$537,950,000 and HK$373,791,000 were 1,322,481,000 /& 7T * 644,490,000 & 7T °
recognised and allocated to Bolong, Liaoyuan, Xinfeng, Fuchang and 782,843,000 & JT * 537,950,000 & jT &
Jinxin respectively. 373,791,000 % 7T E © 5l MR W &l & = 4

B OBER B& RBEREE-

19. INVENTORIES 19. %78

Information technology products held for BIEEE 2 EMBHRESR
resale, at cost %N 1,291 1,408
Finished goods R R - 5,780
1,291 7,188
20. TRADE AND OTHER RECEIVABLES 20. EZ Rk HAEWFKIE

Trade receivables Z 5 EWGRIE 57,884 52,922
Less: Impairment losses recognised B BRERREEE (13,211) (13,068)

44,673 39,854
Prepayments, deposits and other receivables TENFRIE « 1Re R EMEKRIE 123,436 16,600
Trade deposits paid BENESES - 4,638
Total trade and other receivables B 5 &AM U GRIA A TE 168,109 61,092
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20. TRADE AND OTHER RECEIVABLES (CONTINUED)

132

The Group does not hold any collateral over these balances.

The Group normally grants to its customers credit periods ranging

from 30 days to 180 days which are subject to periodic review by

management.

(@)

(b)

The ageing analysis of the trade receivables, net of impairment
losses recognised, based on the invoice dates which approximated

the respective revenue recognition dates at the end of the reporting

period was as follows:

20. B 5 & ELAth R YRR (4])
AR EILFEAEBEBIE ETAEFY -

REE—RETEFPIOREIBORTEFZ(E
B8 WHEEETEHERT

(@) RMEHR - MRCHERREBBRREZ
EHRFHBHM(HREREELRAH)
SHHEZE SRS IRRERATAT

2013 2012

—g—= —E——F

HK$'000 HK$'000

THET FHTT

Within 90 days 90X 31,471 28,350
91 days to 180 days 91 K%E180 X 5,009 4,095
181 days to 365 days 181KX%E365 Xk 2,523 1,981
Over 365 days 365K E 5,670 5,428
44,673 39,854

The movements in provision for impairment losses of trade

receivables were as follows:

(o) BEZRERIBREBRREE2ZBNT

2013

—EB—=F

HK$'000

TH&xT
At 1 January ®n—A—8 13,068 12,281
Impairment loss recognised during the year FRERERRERES 283 1,140
Reversal during the year FRHEE (140) (353)
At 31 December Rt+t—_A=+—H 13,211 13,068
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
20. TRADE AND OTHER RECEIVABLES (CONTINUED)

()

At the end of the reporting period, the analysis of trade receivables

that were past due but not impaired are as follows:

20. E 5 K H i R R IR (4F)

Neither

past

due nor

Total
R
HK$'000 HK$
T T
31 December 2013 —T—=%+=A
=+—~H 44,673 36
31 December 2012 —E——F+—f
=+—H 39,854 33

impaired

7%
HE
’000

BT

,480

476

REHR  ERBERREZEHER
HASHIT

(©

Past due but not impaired

SRMERRE

91 to
180 days
91E
180K
HK$’000

THET

181 to
365 days
181%
365K
HK$’000
FHET

less than 1to
90 days

90K
HK$’000

THET

PAVCETES

1226
HK$'000
THT

1,538 985 4,949 721

1,449 494 3,795 640

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 the 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.

Included in the allowance for impairment losses of trade
receivables are individually impaired trade receivables with an
aggregate balance of HK$13,211,000 (2012: HK$13,068,000)
which have been in severe financial difficulties and the directors
concluded the collection possibilities are remote. During the year
ended 31 December 2012, other receivables of HK$127,000
(2013: nil) which were lost contact with the Group were individually
written off and recognised in consolidated statement of profit or

loss.

ANNUAL REPORT 2013 ¢ — T —=FF 3

REBETARRE 2 B 5 [ERIR LS 230 1
YERFLHCEFER - AEREY A
ZERESRZ EER R

BB HE R (E 2 & 5 B WEUR B —HE B
KEBERURFLBEIBILIELEM - RiF
BELR HREEERYEERELAS
BIORRAT2NE - WERERRBAM
ZEFERELRERE - AREXBISAZ
SRz EAER R -

BoRWSKERESERBERORELBARS
BHEERBEZEANRESE S EKKRES &
13,211,000 7L (= Z — — 4 : 13,068,000
Br)  BEEEEAR  RRWNMZEFRE
e BE-Z——F+-H=+—8
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21

.AMOUNTS DUE FROM (TO) RELATED COMPANIES

The amounts are unsecured, non-interest bearing and repayable on
demand. The related companies are wholly owned by a director of the
Company.

22. AMOUNTS DUE FROM NON-CONTROLLING INTEREST

HOLDERS

The amounts were unsecured, non-interest bearing and repayable on

demand.

23.AMOUNT DUE FROM (TO) A DIRECTOR

The amounts are unsecured, non-interest bearing and repayable
on demand. The maximum amount outstanding for amount due
from a director during the year is approximately HK$187,000 (2012:
HK$265,000).

24.BANK BALANCES AND CASH

134

At the end of the reporting period, about 78% (2012: 86%) of bank
balances and cash was denominated in RMB. RMB is not a freely

convertible currency.

The Group’s bank balances and cash denominated in currencies other

than functional currencies of the relevant group entities are set out as

follows:

us$ e
HKS$ BIT
MNT SHERER

21,

22,

23.

24,

FEW ({5) BAE 2 B FRIR

ZERAREER 2R RIREREE - B
ERNFAARRA —REE2EHS -

fi Y

W ERER A ARE

FZERREET - RERAR

BW(EN)—BESHE

ZERBEER  RERBENEREEE -
FRNEK —BEETHRBEZ &R AKE S
#9/4187,000/ 7t (ZF — =4 : 265,000
JL) °

RITERRBAE

R|EMR - RITEREREPOI78%(=F
——F : 86%)AARMEFE - ARKYIESR

REBNLIERBFEERRNGEEE 28
SHEZRITABRLRBESHIWT

2013
—s-=
HK$°000 HK$'000
THExT FHET
18,842 1,191
364 1,822
- 564

Bank balances carry interest at market rates ranging from 0.01% to
0.86% (2012: 0.01% to 0.36%) per annum.
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For the year ended 31 December 2013 HZ —ZE—=F+_-_A=+—HILFE

25. TRADE AND OTHER PAYABLES 5. ES R EHMENFIE
2013 2012
2=
HK$’000 HK$'000
FE T FHAIT
Trade payables B SR E

— third parties —%=5 14,521 2,406
— a non-controlling interest holder ——HIEERESFEA 325 325
14,846 2,731
Receipts in advance TEUWRIE 1,388 11,909
Accrued staff costs FEEH B TR A 33,378 7,829
Other taxes payable HAtb eI Hi18 11,962 5,623
Accrued interests FEETHIE 1,519 7,020
Considerations for acquisition of subsidiaries WEHB AT KRB 374,977 -

Payables for construction works and purchase of 24T 12} i& A R fE 13X
machineries 224,816 =
Accrued expenses and other payables FETE R N E b fE S ROR 47,245 23,712
710,131 58,824

The ageing analysis of the trade payables based on the invoiced dates WEMR  BEZEEHFAECEFHENK
at the end of the reporting period was as follows: HRREDMTIAT

HK$'000 HK$'000

FTHET FHT

Within 90 days 90K N 1,155 790
91 days to 180 days 91 KE 180K 8,757 387
181 days to 365 days 181K £365K 3,491 7
Over 365 days 365K A 1,443 1,547
14,846 2,731

The average credit period on purchases of goods is 90 days. The BEERZTFHIREHAR AKX - AEEE
Group has financial risk management policies in place to ensure that all BT HRBRERER - R IEN KE
payables are settled within the credit timeframe. HRERERER NS ©
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26. PAYABLES FOR MINERAL RESOURCES
COMPENSATION FEES

At 1 January 2012 and 31 December 2012

26.

ENEEERFEES

HK$’000

FEx

RZE—=—F—H—HK

—T——F+=ZA=+—H =

Acquired from acquisition of subsidiaries PRI B A R ATS 142,168
At 31 December 2013 R-ZE—=%F+_-A=+—H 142,168

In accordance with the relevant regulations in the PRC, the Group
is required to pay mineral resources compensation fees to Shanxi
government at a pre-agreed rate of raw coal reserve by reference to the

grade of underlying mine reserves and coal content.

27.AMOUNT DUE TO A NON-CONTROLLING INTEREST

HOLDER

As at 31 December 2013, the current amount due to a non-controlling
interest holder amounting to HK$246,914,000 is unsecured, bears
interest at variable rates ranging from 6.1% to 9.53% per annum and
is repayable within twelve months from the end of the reporting period.
The amount is entrusted loans provided by a non-controlling interest
holder of a subsidiary through banks.

As at 31 December 2013, the non-current amount due to a non-
controlling interest holder amounting to HK$2,598,765,000 is
unsecured, bears interest at variable rates ranging from 7.32% to
9.53% per annum. The amount is entrusted loans provided by a non-
controlling interest holder of a subsidiary through banks. The maturities
of the balances are ranging from 27 March 2015 to 13 June 2016 and
accordingly, the balances are classified under non-current liabilities.
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27.
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IR

RZE—=F+=—A=+—8 BN—%3F
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For the year ended 31 December 2013 H{E—F—=

28.

29.

F+-A=+—HLEE
OTHER BORROWINGS

As at 31 December 2013, the balance of HK$32,000,000 (2012:
nil) represents unsecured borrowing which carried interest at 1.5%
per month from an independent third party. Moreover, the balance
of approximately HK$5,755,000 (2012: nil) represents unsecured
borrowing which is non-interest bearing and repayable on demand from

a former subsidiary of the Company.

CONVERTIBLE LOAN NOTES
2010 Convertible Loan Notes A

On 14 September 2010, the Company issued convertible loan notes
which had a maturity date on 14 September 2013 with an aggregate
principal amount of US$30,000,000 (the “2010 Convertible Loan Notes
A”). The convertible loan notes can be converted up to an aggregate
of 136,764,706 ordinary shares at HK$0.01 each. The notes were
denominated in US$ and entitled the holder 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 2013 and 2012.

At the issue date, the 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.

28. Hiifg &

29.
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29.

138

CONVERTIBLE LOAN NOTES (CONTINUED)
2010 Convertible Loan Notes A (continued)

Subsequent to the issue date, the Company and the subscriber of the
2010 Convertible Loan Notes A entered into a supplemental agreement
on 29 October 2010 (“Supplemental Agreement A”) to amend the
adjustment mechanism on the conversion price of 2010 Convertible
Loan Notes A. In accordance with the Supplemental 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 Supplemental Agreement A and the
announcement dated 3 January 2011, the conversion price was
adjusted to HK$1.30 per share. The Supplemental 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 after amendment contained a derivative component in addition

to the liability component.

According to the Supplemental 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.
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
29. CONVERTIBLE LOAN NOTES (CONTINUED)

2010 Convertible Loan Notes A (continued)

One of the undertakings under the relevant subscription agreements
(the “Subscription Agreements”) in respect of the issue of the 2010
Convertible Loan Notes A requires Mr. King Jun Chih Joseph (“Mr.
King”) and Mr. Chan Kwan Hung (“Mr. Chan”) to remain as executive
directors of the Company, so long as the subscriber holds any
outstanding amount of the 2010 Convertible Loan Notes A prior to 31
December 2014.

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 the 2010 Convertible Loan Notes A. Thus, it was
alleged by the subscriber 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
A, which would entitle the subscribers to give notice to the Company
that each of the 2010 Convertible Loan Notes A is due and payable at
its principal amount. In addition, it was further alleged by the subscriber
that the resignation of Mr. King had also constituted a change of control
event as defined in the Conditions, which would entitle the subscriber to
require the Company to redeem all or some of 2010 Convertible Loan
Notes A on demand.

As stated in the Company’s announcement dated 15 December 2011,
the Company had received redemption letter from the subscriber of
2010 Convertible Loan Notes A (“Bond Holder A”) on 30 November
2011, requesting for the redemption of 2010 Convertible Loan Notes A
in accordance with the Conditions.

The Company and Bond Holder A had entered into a supplemental
agreement (the “Supplemental Agreement B”) in relation to the
alteration of certain terms and conditions of the 2010 Convertible
Loan Notes A on 6 January 2012. The maturity date of the 2010
Convertible Loan Notes A was changed to 13 December 2012.
Various terms regarding increased charge on convertible preference
shares and ordinary 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 were altered
in accordance with the Supplemental Agreement B. Details of the
aforesaid alterations are set out in the Company’s circular dated 8
February 2012. Pursuant to the resolution passed in a special general
meeting on 23 February 2012, the alterations were approved by the
shareholders. A loss on amendment of terms of the 2010 Convertible
Loan Notes A of HK$21,118,000 was recognised in the consolidated
statement of profit or loss during the year ended 31 December 2012.

2. MR ERERE (&)

AE—Z-FEURKRERTE(R)
BITAR-ZF—TETRREREE 2 AWR
Bt ([ RE B ) 2R —HRHER R
“ET-mE+- A=+ B ORBAR
AAE-T-TETAREREREMREER
S8 SBZEE(SRE]) REOBLE
(THRsEE D AAREARARTES -

SERERRAEEHNR _T——F—A=++t
ABEARRESTRE((BME])  BBER
AR T -ZFBRKREREE 2 R - B
bt REAEEBEEERERZBHAEAR
AR —ZE-TFARRERFRGT R GE
(MDD 2B EM - BT RBAENRA
ARBEHEFHAR T -ZFIRBERER
BRI RAREASENTZBA ° B
REAE — T IEWE K EFHER KA R
PR E 2t E2 B =M - BT RBAERN
ERANAERKBEEAE R IAE T —
TEABREFRER -

BARRBHA-ZT——&F+-_A+AHBZ
AfFT  AARRZZE——&+—B=+
BEREAR_T - TFARRERREREA
([MBEHFEAAD ZBE R - ZRIBERIE
HERAE T —TFEARRERZIE -

RAREBEFFBEAARZZE——F—HAXH
Rl mE((HaREBl) - ARBEBE
BAE T —TFARRERZEE TR R
-t - AT —THEABRERER 2 5 H
BA-—T——F+-_A+=A - B@HE
BREERREBERIZ BIG M2 ZIHIRK - &
SR ARERRG 2B REERE
EWE Rk & AR E B i & B A5 2
BIMEREBBREABEB TSR - £t
ERFBHERARAARA-T——F_H
NBZ@E - RE-ZE-——F-F-+=H
RIRFFRASBBIRER - AHREHE
ERRERME BE-_T——F+-A=1+—
HIEFERGEEaRBEREITAE_Z—2
FRIRRERZERIEHRZ E51821,118,0007%8
=c

ANNUAL REPORT 2013 ¢ — T —=FF 3 139



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 HE—Z—=F+—-A=+—HILFE

29.

140

CONVERTIBLE LOAN NOTES (CONTINUED)
2010 Convertible Loan Notes A (continued)

As explained in the Company’s announcement dated 8 October 2012
and circular dated 25 March 2013, the Group entered into several
contracts to acquire the entire equity interests in Lexing Holdings
Limited (“Lexing”) (the “Acquisition”) and to dispose of entire equity
interests in North Asia Resources Group Limited (“NARG”) and Good
Loyal Group Limited (“GLG”) (NARG and GLG and their subsidiaries
collectively referred to as the “Disposal Group”) and the sum of the
outstanding loans from the Disposal Group to the Group (the “Sale
Loans”) (the “Disposal”) on 7 June 2013. Please refer to Notes 35 and
36 for the details of the Acquisition and Disposal, respectively.

Moreover, on 6 September 2012, the Company and the Bond Holder A
entered into the subscription agreement (the “Subscription Agreement
A”) in which the Company agreed to allot and issue ordinary shares (the
“Subscription Ordinary Shares”) and convertible preference shares (the
“Subscription CPS”) at HK$0.17 per Subscription Ordinary Share and
Subscription CPS to the Bold Holder A (the “Subscription”).

The consideration of the Subscription that is payable by Bond Holder A
to the Company shall be satisfied by setting off against the aggregate
of (a) US$15,000,000 principal amount of the 2010 Convertible Loan
Notes A (the “Set-Off Convertible Loan Notes”); and (b) the difference
between (i) an amount that would yield the internal return rate of 18%
calculated on the Set-Off Convertible Loan Notes from the issue
date of the 2010 Convertible Loan Notes A up to and including the
date of completion of the Subscription (such amount shall take into
account of any interest (other than default interest) previously paid
with respect to the Set-Off Convertible Loan Notes); and (i) interest on
the Set-Off Convertible Loan Notes accrued from the date of the last
interest payment (i.e. 14 March 2012) up to and including the date of
completion of the Subscription at the rate of 8% per annum.

Further, on 6 September 2012, the Company, Bond Holder A and City
Bloom Limited (“City Bloom”), an independent third party to the Group
and the vendor of Lexing, entered into a supplemental agreement (the
“Supplemental Agreement C”) to amend terms and conditions of the
non-capitalised portion of the 2010 Convertible Loan Notes A with
outstanding principal amount of US$15,000,000 immediately after the
Subscription (the “Remaining US$15M Convertible Loan Notes”) (the
“Alteration”). The principle terms of the Remaining US$15M Convertible
Loan Notes as altered was detailed in the Company’s announcement
dated 8 October 2012.
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
29. CONVERTIBLE LOAN NOTES (CONTINUED)

2010 Convertible Loan Notes A (continued)

The completion of the Acquisition, Disposal, Subscription and
Alteration (collectively referred to as the “Transactions”) shall take
place simultaneously. Since the Transactions were not yet completed
on 12 December 2012, the Company had entered into an extension
agreement on 14 December 2012 (the “Extension Agreement”) for the
extension of the completion date of the Transactions. The Bond Holder
A had also given an undertaking to and covenanted with the Company
that it will not request for any redemption of the whole or any part of the
2010 Convertible Loan Notes A on or before 13 March 2013 and it will
not otherwise exercise or enforce any rights under the 2010 Convertible
Loan Notes A to request the Company to redeem the whole or part of
the 2010 Convertible Loan Notes A on or before 13 March 2013.

As detailed in the Company’s announcement dated 18 March 2013,
the Company had entered into another extension agreement in relation
to the further extension of the completion date of the Transactions
from 13 March 2013 to 30 June 2013. Bond Holder A had also given
an undertaking to and covenanted with the Company that it will not
request for any redemption of the whole or any part of the 2010
Convertible Loan Notes A on or before 30 June 2013 and it will not
otherwise exercise or enforce any rights under the 2010 Convertible
Loan Notes A to request the Company to redeem the whole or part of
the 2010 Convertible Loan Notes A on or before 30 June 2013.

The Transactions were approved by shareholders of the Company in
the extraordinary general meeting held on 12 April 2013 and completed
on 7 June 2013. As a result, upon the completion of the Subscription
on 7 June 2013, as detailed in the Company’s announcement dated
7 June 2013, the Company has issued 351,122,243 Subscription
Ordinary Shares and 547,638,384 Subscription CPS to Bond Holder A
to settle the Set-Off Convertible Loan Notes. An additional amount of
approximately HK$4,102,000 of loan from a related company according
to the settlement deed to settle the outstanding interests.

A loss on redemption of the Set-off Convertible Loan Notes of
approximately HK$91,812,000 was recognised during the year ended
31 December 2013.

Upon the completion of the Alteration on 7 June 2013, the Remaining
US$15M Convertible Loan Notes will be due on 6 June 2016. The
Remaining US$15M Convertible Loan Notes can be converted up to
an aggregate of 430,555,555 ordinary shares of HK$0.01 each. The
effective interest rate of the liability component is 14.68% per annum.
A gain on amendment of terms of the Remaining US$15M Convertible
Loan Notes of approximately HK$14,538,000 was recognised in the
consolidated statement of profit or loss during the year ended 31
December 2013.

29. TR ERRE (F)

AE—E-ZFRRERFR(E)
TREE HE RBREXFR(GER
(225 )AREET - ERRXHR_FT—_F
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29.
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CONVERTIBLE LOAN NOTES (CONTINUED)
2013 Convertible Loan Notes A

On 7 June 2013, the Company issued convertible loan notes to the
shareholders of City Bloom with an aggregate principal amount of
approximately HK$3,548,272,000 (the “2013 Convertible Loan Notes
A”) with coupon rate equal to the rate of dividend per share from time
to time declared and paid by the Company to the shareholders as if
the 2013 Convertible Loan Notes A have been converted in full into
shares at the same time when the relevant dividend is payable to the
shareholder, in respect of the Acquisition. The 2013 Convertible Loan
Notes A had a maturity date on 6 June 2018 and can be converted up
to an aggregate of 20,872,186,547 ordinary shares of HK$0.01 each at
HK$0.17 per share. The notes were denominated in HK$ and entitled
the holders to convert them into ordinary shares of the Company at any
time during the period commencing from immediately after the date of
issue of the 2013 Convertible Loan Notes A up to the maturity date. The
effective interest rate of the liability component is 9.78% per annum.

The Company may redeem whole or part of the 2013 Convertible Loan
Notes A at 100% of the outstanding principal amount together with
declared but unpaid dividend of the 2013 Convertible Loan Notes A (the
“Redemption Amount”) at any time after six months of the date of issue
of the 2013 Convertible Loan Notes A and before the maturity date with
prior notice to the shareholders of City Bloom.

The shareholders of City Bloom may at any time after one year of the
date of issue of the 2013 Convertible Loan Notes A and before the
maturity date with prior notice to request the Company to redeem
whole or part of the 2013 Convertible Loan Notes A at Redemption
Amount. On 2 September 2013 and 3 September 2013, the holders
of the 2013 Convertible Loan Note A converted HK$13,600,000 and
HK$10,200,000 of 2013 Convertible Loan Note A into 80,000,000 and
60,000,000 ordinary shares of the Company respectively.

2013 Convertible Loan Notes B

On 24 June 20183, the Company issued convertible loan notes
which had a maturity date on 23 June 2016 with an aggregate
principal amount of US$23,000,000 (equivalent to approximately
HK$179,400,000) (the “2013 Convertible Loan Notes B) and with
coupon rate of 8% per annum. The 2013 Convertible Loan Notes B can
be converted up to an aggregate of 578,709,677 ordinary shares of
HK$0.01 each at HK$0.31 per share (subject to adjustment). The notes
were denominated in US$ and entitled the holders to convert them into
ordinary shares of the Company at any time from (and including) the
date of the issue date and up to five business days prior to the maturity
date. The effective interest rate of the liability component is 20.61% per
annum.
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29. CONVERTIBLE LOAN NOTES (CONTINUED)

2013 Convertible Loan Notes C

On 3 July 2013, the Company issued convertible loan notes which had
a maturity date on 2 July 2016 with an aggregate principal amount of
US$7,000,000 (equivalent to approximately HK$54,600,000) (the “2013
Convertible Loan Notes C”) and with coupon rate of 8% per annum. The
2013 Convertible Loan Notes C can be converted up to an aggregate
of 176,129,032 ordinary shares of HK$0.01 each at HK$0.31 per
share (subject to adjustment). The notes were denominated in US$
and entitled the holders to convert them into ordinary shares of the
Company at any time from (and including) the date of the issue date and
up to five business days prior to the maturity date. The effective interest
rate of the liability component is 22.61% per annum.

The Company may redeem whole or part of the 2013 Convertible
Loan Notes B and 2013 Convertible Loan Notes C at 100% of the
outstanding principal amount together with unpaid interest at any
time after twelve months of the date of issue of the 2013 Convertible
Loan Notes B and the 2013 Convertible Loan Notes C and before the
maturity date with prior notice to notes holders.

The movements of the liability and derivative components of the
convertible loan notes are set out below:

2010
Convertible
Loan Notes A
AE=Z-2F

2013

Convertible

Loan Notes A
AE=Z-=

29. TR ERRE (F)

CE-ZE—="FTEREREE
RZBE—=F+A=H0  ARFEBTALE
%H /7,000,000 3 7t (48 & 7 4954,600,000
BLTI)RZEAERGFSE  HIHBEA-ZT
—RNEFELtAZRAZABRBRERER(CEZ
T——FARRERZR]) - CE=_T—=
FERHREREZE A AT IR0.31B T 2 B
(AT FHAR)HBRAZEE 176,129,032
TREEC.OVEILZ LB - ZFZHUE
TLAHE - BT REARMRBITAEHER (R
EZA)EZ BT R ELE B 1M - B
BEEELBRAAARILTRAR BEHFD 2
BERFEFEAH22.61E -

RABIAIRBE_ZE—=FARERER
RCE_Z—=FAHBEERERETEW

ToEARKREHAMESERELENER
BREA HBE-_Z =FARRKREFRE
BRCE-_Z—=FURKRERZBEREER
K& §2100% 32 B RS 75 8 [ 2 5 =k &P
PBRE-_Z-=FABHREFRZEBERCE-ZT
—=FABMEERRER -

AHREERRBEABERITETARR D 2
BERINNT

2013
Convertible
Loan Notes B

BE=2-=F

2013

Convertible

Loan Notes C
CE=%-=

Total

TREERFE TRREXEE TARENRE TARENRE a3

HK$'000
TET

HK$'000
TET

HK$'000
TET

HK$’000
THL

HK$'000
TET

Liabilities components BEHS
At 1 January 2012 N-_ZE——%—F—H 242,828 - - - 242,828
Effective interest expenses (Note 9) BB F &% i (Hi5H9) 56,073 = = = 56,073
Interest paid during the year FREMFIE (23,400) = = = (23,400)
Amendment of terms of convertible (BT AIARE RZHIE
loan notes 18,424 - - - 18,424
At 31 December 2012 RZZ——%+_H
and 1 January 2013 =+-BRZZE—=
F—R—H 293,925 - - - 293,925
Issue of convertible loan notes FRETUARENER
during the year - 2,224,897 132,184 38,458 2,395,539
Effective interest expenses (Note 9)  BH| & % H (Fiizt9) 38,131 124,151 14,184 4,312 180,778
Interest paid during the year FREMFIE (9,379) = (7,195) = (16,568)
Conversion of convertible loan notes ~ H B AR ERZE - (15,270) - - (15,270)
Redemption of convertible loan notes BRI A AR EHE % (156,937) = = = (156,937)
Amendment of terms of convertible  {EE] R ERZRIER
loan notes 5,234 - - - 5,234
At 31 December 2013 RZZ—=%1+_A
E—F 170,980 2,333,778 139,173 42,770 2,686,701
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29. CONVERTIBLE LOAN NOTES (CONTINUED) 29. AR EREE (&)

2010 2013 2013 2013

Convertible

Loan Notes A Loan Notes A Loan Notes B Loan Notes C Total

ANE—Z-Z2F MNE-E-=F BE-E-=fF (F-2-=F%

TRRENRE TRREREE TRREXR #sct
HK$'000 HK$’'000 HK$'000 HK$’'000

TET BT THT TET

Convertible Convertible Convertible

TRRERR
HK$'000
T

Derivative components TETIERS
At 1 January 2012 R-Z-—%—-f—H 1,775 - - - 1,775
Amendment of terms of convertible & T AT E HE B G
loan notes 2,694 = — = 2,694
Change in fair value NEEE (4,469) = = = (4,469)
At 31 December 2012 RZZ——%
and 1 January 2013 +-A=+-BRk
-2-=£-A-H - - - - -
Issue of convertible loan notes during  ERZE/TA R E S ZE
the year - 1,664,318 46,433 15,838 1,726,589
Conversion of convertible loan notes AR ERZE R - (19,109) - - (19,109
Amendment of terms of convertible & ] AR ERE 1 K5k
loan notes (19,772) - - - (19,772)
Change in fair value ATfES 3,004 (182,539) (28,802) (10,467) (218,714)
At 31 December 2013 RZZE-=%+ZA
:+*E| (16,678) 1,462,670 17,631 5,371 1,468,994
2012
—E—_F
HK$’000 HK$’000
FET FABT
Represented by: A
Current assets MENA E 16,678 -
Current liabilities mEAE (1,485,672) -
(1,468,994) -
The fair value of the derivative component was estimated at the MTET RS < A FEDBIRERIEE] A H
date of amendment of terms and the end of each reporting period REBREHRFABMHKT — RIB AT T

BREE R =R EETAM o STETAR
PRZAFEEPGREERERER - REX
Fri - ARRIRATLER G RETEN
BAR—T - TEABRRERRR - fTATA
——ft-A=t—HZA¥E

respectively using the Black-Scholes model with trinomial tree method.
The change in fair value of the derivative component is recognised in
the consolidated statement of profit or loss. As mentioned above, the
Company had entered into the Extension Agreement and agreed not to
convert any part of the 2010 Convertible Loan Notes A, the fair value of A=
the derivative component as at 31 December 2012 was determined to BEAT -
be zero.
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29. CONVERTIBLE LOAN NOTES (CONTINUED)

29. TR ERRE (F)

The derivative component of the 2010 Convertible Loan Notes A
represented the conversion option of the holder and the redemption
option of the Company, revalued on 5 March 2012, 13 March 2013
and 7 June 2013, the date when the amendment of terms became
unconditional, and 31 December 2012 and 2013 based on the
valuations performed by Greater China, using the Black-Scholes model
with trinomial tree method. The significant inputs to the models were as

follows:

AT - ZTFARREREZBRZITETA
BOEFEANLBRERARFNEGRE -
ENR=ZZT——=RAH —E—=%=AH
T=BERZE—=FAEBUERIETRA
BERGEERIURZE—ZFR-T—=F
T A=+ —BRBEETERNA M -
HRRAr T EEN R =IEAEE AR
TZEEER - BEZERGABENT :

31 December 13 March 31 December 5 March
2013 2013 2012 2012

—E-= -2-= =
+=HA=+-H =A+=H +ZRA=+-H =A&H
Spot price (HKS) REB(ET) 0.18 0.31 0.28 0.28 0.34
Risk free rate % 0.5502% 0.3892% 0.1197% 0.0396% 0.3892%
Expected option period (year) TREHEAR(5) 2.44 0.78 0.28 0.20 0.78
Expected volatility BHRE 46.47% 43.91% 44.72% 44.72% 43.91%

The derivative component of 2013 Convertible Loan Notes A which
represented the conversion option of the holder and the redemption
option of the Company, was valued on 7 June 2013 (date of issuance),
2 September 2013, 3 September 2013 and 31 December 2013 based
on the valuations performed by Greater China, using the Trinomial
Lattice Tree model. The significant inputs to the models were as

follows:

AT =FAHRERERBRITET A
DEFAANERERARFNELDRE  H
RZZE—=FXAtRH(&ETR) —T—=
FARAZHE ZE—=ZFAA=ZBUER=E
—=ZF+ A=+ —BREBEZENA=XH
EEEIET 2 HEER - KA ZEREA
(ER U

31 December 3 September 2 September

2013 2013 2013
—E-= —E-= —E-=
t=H=+—H hB=H AA=H
Spot price (HK$) REE(ET) 0.18 0.24 0.24 0.31
Risk free rate 23 B ) 2 1.2598% 1.4303% 1.4044% 0.7715%
Expected option period (year) TEERERRE EARR (5F) 4.44 4.80 4.80 5.00
Expected volatility TEH R I8 44.76% 50.99% 50.94% 61.25%
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29. CONVERTIBLE LOAN NOTES (CONTINUED)

The derivative component of 2013 Convertible Loan Notes B which
represented the conversion option of the holder and the redemption
option of the Company, was valued on 24 June 2013 (date of issuance)
and 31 December 2013 based on the valuations performed by Greater
China, using the Trinomial Lattice Tree model. The significant inputs to

the models were as follows:

Spot price (HK$) REEET)
Risk free rate A a1 B ) 2
Expected option period (year) TEHR R HAPR ()
Expected volatility TEER K 8

20. IR IRERRE (H)

BE_ZT—=FaBEERERZITET AL
DB AANSBRERANRAFWERDE B
RIB-—=FXA-TMAETA) AR
E-=ZF+_A=+—HARBEFENA=X
HEBRIETZHERM - REZERE

ANEWT

31 December 24 June
2013 2013

—2—= —ZT=%
+=—A=+—H NAZ+MA
0.02 0.04

0.5680% 0.7230%

2.48 3.00

49.74% 47.48%

The derivative component of 2013 Convertible Loan Notes C which
represented the conversion option of the holder and the redemption
option of the Company, was valued on 3 July 2013 (date of issuance)
and 31 December 2013 based on the valuations performed by Greater
China, using the Trinomial Lattice Tree model. The significant inputs to

the models were as follows:

CH-_Z—=FrHREFREZBEZITETA
O IEFEA AB) IR KA D A H) @R
HR-Z—=F+tA=ZRAETH)UER=F
— =T A=+ —ARBZEERNR= XM
EERAETZAESEM - BREZERHA
BT :

31 December

Spot price (HK$) REB(ST)
Risk free rate R a1 e M) 2
Expected option period (year) TEHRHRREHRIR ()
Expected volatility TR 18

2013
—g—=
+=A=+-~8
0.02 0.04
0.5781% 0.6780%
2.50 3.00
49.55% 47.53%
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30. SHARE CAPITAL

30. 2~

Number of shares Amount
BRHE#E EE
HK$'000
FAT
Authorised: EE
At 31 December 2012 and 1 January 2013, RZE——F+-A=+—8H
HK$0.01 each k=F—=5—-HF—H"
BRMEE0.01E T 77,452,700,000 774,527
Decrease on 12 April 2013 RZE—=FmA+=—ARED (547,638,384) (5,476)
At 31 December 2013, HK$0.01 each RZE—=%+-A=+—H
FREE.01E T 76,905,061,616 769,051
Issued and fully paid: ERITRAR
At 1 January 2012, HK$0.01 each R-ZZE—=-F—f—H"
FREME0.01ETT 1,138,007,578 11,380
Issue of shares upon: BT EBEETRND
Conversion of convertible preference shares HpnEnE LR
(Note a) GEEY 56,818,181 568
At 31 December 2012, HK$0.01 each R_E——F+-RA=+—H"
FRRAEE0.0158 T 1,194,825,759 11,948
Issue of shares upon: BAATERETRG
Conversion of convertible preference shares R ERE LR
(Note b) (Ki3Eb) 542,051,786 5,421
Capitalisation of convertible loan notes (Note c) MR ERZEZER
(PFifzEe) 351,122,243 3,511
Acquisition of subsidiaries (Note d) WEE N B A ) (P sEd) 668,989,924 6,690
Conversion of convertible loan notes (Note &) R EREE (M ite) 140,000,000 1,400
At 31 December 2013, HK$0.01 each R-Z—=F+-A=+—8"
BRMEE0.01E T 2,896,989,712 28,970
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30. SHARE CAPITAL (CONTINUED)

148

Notes :

On 11 October 2012, 50,000,000 of convertible preference shares were
converted into consideration shares. 56,818,181 of ordinary shares
were issued and allotted as consideration shares upon conversion of the
convertible preference shares.

On 11 March 2013, 24 May 2013, 27 May 2013 and 7 June 2013,
75,000,000, 17,118,400, 16,505,173 and 368,382,000 of convertible
preference shares were converted into consideration shares respectively.
85,227,272, 19,452,727, 18,755,878 and 418,615,909 of ordinary shares
were issued and allotted as consideration shares upon conversion of the
convertible preference shares respectively.

On 7 June, 2013, pursuant to the Subscription Agreement A, the Company
allotted and issued 351,122,243 ordinary shares with par value of HK$0.10
used to capitalise the Set-Off Convertible Loan Notes. The fair value of
the 351,122,243 ordinary shares of the Company, determined using the
closing market price of HK$0.31 per share at the date of issue, amounted to
approximately HK$108,847,000.

On 7 June 2013, the Group acquired the entire equity interest of Lexing for
an aggregate consideration of approximately HK$5,040,870,000, of which
668,989,924 ordinary shares of the Company with par value of HK$0.01
each were issued as part of the consideration for the Acquisition. The fair
value of the 668,989,924 ordinary shares of the Company, determined using
the closing market price of HK$0.31 per share at the date of Acquisition and
the date of exchange control, amounted to approximately HK$207,390,000.

On 2 September 2013 and 3 September 2013, the holders of the 2013
Convertible Loan Note A converted HK$13,600,000 and HK$10,200,000
of 2013 Convertible Loan Note A into 80,000,000 and 60,000,000 ordinary
shares of the Company respectively.
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R=ZF—=F+AH+—H ' 50,000,000 8% 7]
EREERESIRARERD - RAIEIRES
[ s - 56,818,181 R EBAREEITR
BB IERRERS -

RZFE—=F=A+—RH -ZFT—=F1
A=Z+mA - ZE—=F#RAA=++H
k—_Z—=%,XxAtH 75000000 -

17,118,400 - 16,505,173 K 368,382,000 %
AEREERESILBRARERD - B
R EnErReE - B9 5% RE R
85,227,272 ~ 19,452,727 - 18,755,878 &
418,615,900/ T @A E AR B ©

R-ZZ—=FAtA  REABREWRS
AN B BC 3 K B 17351,122,243 % B R EE
0108 Tz L@k - AEKIKETRRERE
BEFRER - AAF351,122,243 LB 2
AF{E# 5108,847,000/8 7 + JHiE%THE
ZWHESRO.SIETETE -

RZT—=F-"At8 AEBEUEKE
#75,040,870,000 7# 7T 4t 18 % F 2 & EP A%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMER
ma

BA TSR AR B RE

For the year ended 31 December 2013 HZ —ZE—=F+_-_A=+—HILFE

31.CONVERTIBLE PREFERENCE SHARES

Convertible preference shares at HK$0.01 each, authorised, issued and

fully paid:

3. EBREER

SR EE0.01E I 2 AT EIRE L - JAE
BEITRERE :

Number of shares Amount
BREAEHE HE
HK$’000
:F/FLTE
Convertible preference shares (Note a) A ERE R (fT5Ea)
At 1 January 2012 N-ZE——F—HF—H 2,086,487,776 20,865
Conversion during the year (Note 30a) F R (H3E30a) (50,000,000) (500)
At 31 December 2012 and 1 January 2013 RZZE——F+=-_A=+—H
;r=—ZF—=%—H—H 2,036,487,776 20,365
Conversion during the year (Note 30b) F 5 (H7E30b) (477,005,573) (4,770)
At 31 December 2013 RZE—=F+-_A=+—H 1,5659,482,203 15,595
Convertible preference shares (Class A) (Note b) T & # 8 5% 8% (A%E) (Fi3b)
At 1 January 2012 and 1 January 2013 RZTE——F—A—BK
—E—=%—A—H - -
Issued of convertible preference shares upon the R IT ] EIRE LA
Subscription (Note b) (Ff3EDb) 547,638,384 5,476
At 31 December 2013 N-E—=F+-"A=+—H 547,638,384 5,476
Total convertible preference shares AEREERAR
At 31 December 2013 RZE—=F+-_A=+—H 2,107,120,587 21,071
At 31 December 2012 R-ZEBE——F+-_A=1+—8H 2,036,487,776 20,365
Notes: B3 -

(@)

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 NARG.

The initial conversion price of HK$0.50 per ordinary share is for each
convertible preference 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 of the
above-mentioned preference shares are set out below:

(@)

RZZFZAF+ZA+RAB  AREBKE
tEEREBRETESROL0 BITHELT
2,547,300,000 % & A% I {£0.0178 7T 2 7] # #
B -

AERE LR M4 H R E SR EEA0.50
BT - BRATEMELERZ A AXRIRGRAHE
BEERZBETERULREETE - LilESx
Bz EEGRBIIAT
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For the year ended 31 December 2013 HE—Z—=F+—-A=+—HILFE

31. CONVERTIBLE PREFERENCE SHARES (CONTINUED)

Notes: (continued)

150

(@)

(continued)

() The convertible preference share holders has the right, 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%.

(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.

(i)  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 on 20 May 2010.

On 7 June 2013, the Company issued 547,638,384 convertible preference
shares (the “CPS Class A”) with par value of HK$0.01 in respect of the
Subscription (as detailed in Note 29).

The valuation of the CPS Class A was carried out by Greater China, an
independent qualified professional valuer not connected to the Group. The
variables and assumptions used in computing the fair value of the CPS Class
A are based on the directors’ best estimate.

The fair value of the CPS Class A as at 7 June 2013 (completion date of
Subscription) amounted to approximately HK$135,800,000, approximately
HK$0.25 per share. The amount in excess of the par value of the CPS Class
A is credited to the share premium in the equity of the Company.

NORTH ASIA RESOURCES HOLDINGS LIMITED e 1t 55 & RIZ R SR A &

3. EBREER(E)

fisE - ()

(@)

(&)

() FAEREEBRZFEEAGHEEITEE
HHRHERHAEELIRLIBABRER
B% - M) IR A SR E R
BAT(E SRR 2 T IR E S RARRE A
ARBEFEE-BITHZALREREA
B RE f & OF <F AR RIl 25 26 164 H 58
MREERZEE  QERTERES
B A AR AT F R AL B R BT 2R
BRHDBEERNARERDETEBR
IEATBi829.99% (L2 HHHEE%E)
()i ATl AT $E B e i 5 AR
BAZABROBETEERZETE
BMEBERFBEAZBFEREBARQDR
BT RITIAR 219.99% (3% 2 H# 8
HE)  RABROD 2 ARFRERELR
25% ©

(i) BREMRAMREARTDZBEAL
S - ATERES R EE - B EROR
o AERERRSEABRETEEM

B e

(i) AERELERERATDEAR—DRE
KRB RAFE S ERFHAL o

(iv) FIEBRESRRAATER -

BREBEEGERRIENS - TERELERNGE T
RRRSERBRATEA -

RZZB-FF_A+—B ARBTEER
7 AT SR IR 2 A E B & A%0.50/8 7T
BEFR0.4487T - EIRELEB100 AR A
HRResR AT EME LR - HEZFBEHR
RARR —ZE—FFAA_+HZRMH °

N-ZZE—=FXAtH ARFHRBEEEHE
11547,638,384 R &R E{H0.01/& T 2 A 5 1
B (TABMEIRELR]) (FERHTE29) -

ASER] SR (B ST 2 E i S R B RS
ZBUEEREEMEMEREET - FTEAR
AERELRATEMEAZEERBRIE
REEZ HEM[EH -

ABREBEERN _ZE—=F XA LtHZA
FE(RESEEZ M B H) % /4A135,800,000
BT BIHERR0.258 T - BIHAR A EIRE
SRREEZ REBLAKRR R R P 2B
E °
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For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE
31. CONVERTIBLE PREFERENCE SHARES (CONTINUED)

Notes: (continued)
(b)  (continued)

Each of the CPS Class A can be converted into one ordinary share. The
major terms of the CPS Class A are set out below:

()  The CPS Class A share holders has the right, exercisable at any time
perpetual as from the date of issue, to convert the CPS Class A into
fully paid ordinary shares, provided that (1) the conversion of CPS
Class A will not cause the holders and parties acting in concert with it,
will directly or indirectly, control or be interested in 20% or more of the
entire issued ordinary shares of the Company; and (2) the public float of
the shares shall not be less than 25%.

(i)  The CPS Class A are transferable other than to connected persons, as
defined under the Listing Rules, of the Company and do not carry the
right to vote.

(i)  The CPS Class A have priority to any rights of the holders of any other
class of shares of the Company to receive dividends. And dividend
declared shall not be less than that declared in respect of any other
class of shares of the Company on a per share basis.

(iv) The CPS Class A shall rank prior to the ordinary shares of the Company
in respect of dividends and distributions of surplus assets upon the
occurrence of liquidation.

(v)  The CPS Class A are non-redeemable by neither the Company nor any
holder of the CPS Class A.

Based on their terms and conditions, the CPS Class A have been classified
as equity instrument in the consolidated statement of financial position.

et 1

3. EBRELR(E)

BeE - ()

BRARTERELRA LA —REAEK -
AR EIRE S I T BIEFDEMT

() ABFTEREBERIBIEAEGIERTAH
HRAB (AT BRI F T8 2 S AR - AGAKEA]
BIREEREBAHERRLBR - K
A0 ABTTEBRELRZ LT Y
BEABARE—BRITBATEESHE
TEIAR AT 2 EE BT T BAR20% 8 A
FEREPEEES  RQBROHZAR
BRETEEN25% °

(i) BREMRAUAARAEZARABMEAL
SN ABRTEIREERRE TR - B R

BRI -

(i) ARFIEBRELBRAEFRADBEME
BRI 2 758 ANB B B 2 7
Ao MAEIRZBRERERELEFTE
ER AR FHER E BB TR 2
B o

(iv) ABRIEBRELSRNEDFRERRER
RBEEDKM S BERARBZEB
B o

(v) AR RE L IRT A B A D R AR A
HIRBEREMRA ABR -

AR EAGRR R AR - AR RE K R N AR
BMBRRRDBH/EATA -
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For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

32.PROVISION FOR RESTORATION, REHABILITATION AND  32.#& 18 - {6 E RIRIBER AN BE

ENVIRONMENTAL COSTS

At 1 January 2012, 31 December 2012 and
1 January 2013

HK$’000

TET

R-Z——%—H—H - —_T——%+=-A
=t+—BR=_ZFE—=F—HF—H -

Acquired from acquisition of subsidiaries WREH B A RIS 60,096
Imputed interest expense (Note 9) HER B (HiFF9) 2,234
At 31 December 2013 R-E—=%F+-_A=+—H 62,330

The restoration and rehabilitation works will be performed in the years
from 2022 to 2040. The provision is carried at amortised cost at

effective interest rate of 6.96% per annum.

33. PROMISSORY NOTES

The movement of the promissory notes for the year ended 31

December 2013 is set out below:

33.

Promissory
Notes A
ARARRE
HK$’000

FiE7

At 1 January 2012, 31 December 2012

RIEREE 2 TEER _E-_—_FE=_Z/NQ
TEHET - BEDNERERFHNE6.96EFH
2B AT R -

AR R

EAZERNEE-_T—=F+_A=+—H
IEFEZEZBEINMT -

Promissory

Promissory
Notes C
CHAGLRE
HK$’000

TET

Notes B
BEELEE
HK$’000

FET

Total
st
HK$'000

TRET

and 1 January 2013 —E——F+-A
=+—BRZT—=%
—H—H - - - -
Issue of promissory notes FABITRLRR
during the year 344,265 179,400 54,600 578,265
Transaction costs attributable to issue  Z1TE N 252
of promissory notes R KA - (783) (303) (1,086)
Redemption during the year FREM (308,879) - - (308,879)
Interest paid during the year FREMFE - (10,793) - (10,793)
Effective interest expenses BB (Fi3E9)
(Note 9) 3,290 11,326 3,293 17,909
At 31 December 2013 R=Z—=%+-A
== 38,676 179,150 57,590 275,416
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For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE
33. PROMISSORY NOTES (CONTINUED)

Promissory Notes A

On 7 June 2013, the Company issued unsecured promissory notes with
principal value of HK$400,000,000 in respect to the acquisition of a
subsidiary (Note 35) (the “Promissory Notes A”). Promissory Notes A will
mature on 6 June 2016 and bear interest at 5% per annum. All interests
will be accrued and paid on the date of maturity. The Company may
redeem whole or part of the Promissory Notes A at any time after the
date of issue of the Promissory Notes A and before the maturity date
with prior notice to the shareholders of City Bloom. No interest shall be
accrued and payable in respect of the Promissory Notes A that are early
redeemed by the Company. The Promissory Notes A were measured
at amortised cost, using the effective interest rates at 10.14%. The
directors of the Company determined that no value has been assigned
for the redemption options of the Company as it is considered to be

insignificant in value.

The Company had redeemed the Promissory Notes A with
principal amount of HK$358,400,000 at a cash consideration
of HK$358,400,000. A loss on redemption of approximately
HK$49,521,000 was recognised in the consolidated statement of profit

or loss for the year ended 31 December 2013.

Promissory Notes B

On 23 June 2013, the Company issued unsecured promissory notes
with principal value of US$23,000,000 (equivalent to approximately
HK$179,400,000) by placing (the “Promissory Notes B”). The
Promissory Notes B will mature on 23 June 2016 and bear interest
at 12% per annum. The Company may redeem whole or part of the
Promissory Notes B from twelve months after the date of issue of the
Promissory Notes B and before the maturity date with prior notice to
the placees. The Promissory Notes B were measured at amortised
cost, using the effective interest rates at 12.18%. The directors
of the Company determined that no value has been assigned for
the redemption options of the Company as it is considered to be

insignificant in value.

ol

33. AN R (&)

ABARERE

RZE—=F~"A+tA AAARKE
— KB AR(MEB) BEITASEA
400,000,000 7T 2 1 248 ([ AR &
HEE]  ABAEEBER-_Z—XRFA
ANBEE WIRFEBSSERE - B EHS
28 - WREBIER XA o RARIARAEAH,
ERBTRAEEHARNBERERSANE
WLz AR - BEE A Pl E D AR AR K o
RAFRAEL ZABALZEY TS 2E K
BRFE - AN ERERAERFE10.14
[EREHR AT 2 - NARIEFRAHNE
BETK  BURERH AR R E R EEETE
BfE -

AR BB R % K {8358,400,00078 7T M
B 7K 4 %8 /3 358,400,000 7T 2 AJ AL B
B WEBREE-FR-—=F+-A=+-
ALFEZGRERAXEREDBRL
49,521,000/ 7T °

BEAREE

RZE—ZF~A=+=8 " ARFINUEE
7 BT SR8 A23,000,000E T (FHER L
179,400,000/ 7T ) 2 | E AN Z& ([BE
ARER]) BEALERBBER T —RF
NAZT=HEEH - WRELI12EFE o K
ARIARBEALERETRE T _EAZE
HAABERERASAMGREA - BE 2
W OBIEANZR - BEARZREAER
FEA2ABEIRE AN E - KARIEER
ABREREETK  BURE T AR 7 E 6 %
BT EEE -
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33.

34.

154

PROMISSORY NOTES (CONTINUED)

Promissory Notes C

On 3 July 2013, the Company issued unsecured promissory notes
with principal value of US$7,000,000 (equivalent to approximately
HK$54,600,000) by placing (the “Promissory Notes C”). The Promissory
Notes C will mature on 3 July 2016 and bear interest at 12% per
annum. The Company may redeem whole or part of the Promissory
Notes C from twelve months after the date of issue of the Promissory
Notes C and before the maturity date with prior notice to the placees.
The Promissory Notes C were measured at amortised cost, using
the effective interest rates at 12.23%. The directors of the Company
determined that no value has been assigned for the redemption options

of the Company as it is considered to be insignificant in value.

DEFERRED TAX LIABILITY

The following is the deferred tax liability recognised and movements

thereon during the current and prior years:

At 1 January 2012, 31 December 2012

33. AR (&)

CEANRE

R-ZTE—Z=ZF+tA=B ARAANUREH
I, 31T AN € 5 47,000,000 70 (BSR4
54,600,000/ 7T ) 2 S #5245 ([ CH&
RERE]) - CHAXEBBER T - Ft
A=B38 - WEFEB12EE - AR A
RCHAN ZEHITEE T _EAERHA
RIBER BB B AN ARA - BB 2B
DCHARZER - CHARRRFEAERFIX
12 28E B HEN AT 2 - ARRIEZRAH
REEDK @ BURE TR ARA R ERIEEE
FTEEME ©

4EERIBEEE

AEEFBEFECHER
HEZEIT

EERIRE B R

Mining rights

HK$’'000
Tt

and 1 January 2013 +-_A=t+—BR=-ZT—=%F—H—H 40,756
Eliminated upon the disposal of subsidiaries o & BB A B BE T 8E (40,756)
Acquired from acquisition of subsidiaries W B BB A RIS FT AR 2,783,832
Credited to profit or loss AT ARG (57,110)
At 31 December 2013 R-E—=F+-_A=+—H 2,726,722
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34.

35.

DEFERRED TAX LIABILITY (CONTINUED)

At the end of the reporting period, the Group had unused tax losses
of approximately HK$21,875,000 (2012: HK$21,105,000) available for
offset against future profits. No deferred tax asset has been recognised
in respect of the tax losses due to the unpredictability of future profit
streams. The tax losses of approximately HK$20,082,000 (2012:
HK$20,001,000) may be carried forward indefinitely. The remaining
of approximately HK$1,793,000 (2012: HK$1,104,000) will be carried
forward for 5 years from the year in which the respective loss arose.

At the end of the reporting period, the Group had deductible temporary
differences of approximately HK$3,899,000 (2012: HK$66,224,000).
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.

Under the New Enterprises Income Tax Law of the PRC, withholding
tax is imposed on dividends in respect of profits earned by the PRC
subsidiaries from 1 January 2008 onwards (the “Post-2008 Earnings”).
As at 31 December 2013 and 2012, 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 2013, the Group
has Post-2008 earnings of approximately HK$2,572,000 (2012:
HK$3,144,000).

ACQUISITION OF SUBSIDIARIES

On 12 June 2012, the Company entered into a sale and purchase
agreement for the acquisition of Lexing at a consideration with nominal
value of HK$4,662,000,000 (the “Acquisition Agreement”) and the detail
of the transaction was set out in the circular dated 25 March 2013.
The acquisition was approved by shareholders of the Company in the
extraordinary general meeting held on 12 April 2013 and completed on
7 June 2013. The fair value of consideration at completion amounted to
HK$5,040,870,000. Lexing and its subsidiaries are principally engaged
in the exploration, mining and sales of coking coal in Shanxi Province,
the PRC and were acquired so as to expand its business to mining
operation in the PRC. The acquisition has been accounted for using

acquisition method.

34.

85t
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EREBEEE ()

RBERR  ZEBEARADABEEELD
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BT) - AT REEEARREN o R KREERETE
AR R ZROR - B Lk 3 A 30 B I S 4 e SRR
JERIIHE E o BiIEE1E 420,082,000 (=
T — 4 : 20,001,000/ 7T ) o] PR H 45 6F -
HHEE 1,793,000 (2T — —F ¢
1,104,000/ 70 ) #§58 & B R M F M RS F
AL -

RBEHR  AEEAATHNREEEZEN
3,899,000/ T (=& — =4 : 66,224,000/8
TT) e BRI IR SN BERER SR
AHURE R - B bW Bt B HR
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BEFBIFEEMERE - ARETBMER
RIEZZENF—A—ABMBRIEF (=
SENFREBN]) 2 REBHMHENE - B
T =HFRZZE—-F+ZR=+—H "
REBMUIAR [ ZTTNFEREFNIERZ
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% BERARASEEEFRERNEE R
- BERRERREFEA AT &R A R AR B
BleRZF—=F+=-A=+—H K&EH
BT \FREAEFL2,572,0008T(=ZF
— 4 : 3,144,000%7T) °

L B B R 2 )

RZTE—ZFX A+ ARFANURE
H{84,662,000,000%8 Tt N A 42 FL 5] 32 B
B ([ WEHZE])  XZFBFHNBH
BT ZF-A-+tHAZEK- - Wi
R-ZE—=FMA+-_BARTZRERFZI
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For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE
35. ACQUISITION OF SUBSIDIARIES (CONTINUED)

Consideration transferred at fair value

35. REMEB AT (&)
CEEBEREZATE

HK$’000

FHTT

Application of payment (Note) EAMF ) 600,000
Promissory Notes A (Note 33) ASEFH =R (M13E33) 344,265
Ordinary shares (Note 30) AR (FF5ES30) 207,390
2013 Convertible Loan Notes A (Note 29) AT —=F A REREE(M5E29) 3,889,215
5,040,870

Note A:

HK$600,000,000 was deemed to have been authorised by City Bloom to be
applied towards the payment of an equivalent amount payable by City Bloom to
Mountain Sky Resources (Mongolia) Limited (“MSM”), pursuant to the agreement
entered into between City Bloom and MSM, a substantial shareholder of the
Company and the acquirer of the Disposal Group (the “MSM Agreement”), on 12
June 2012, for the acquisition of 155,350,000 ordinary shares and 1,500,987,000
convertible preference shares of the Company by City Bloom from MSM (the
“Share Sale”), to satisfy the consideration payable by City Bloom in relation to the
Share Sale; and which sum, will be authorised by MSM to be applied towards
the payment of an equivalent amount payable by MSM to the Company pursuant
to the Disposal Agreement (as defined in Note 36) to satisfy the consideration
payable by MSM to the Company for the Disposal.

Acquisition-related costs amounting to approximately HK$9,992,000 have been
excluded from the cost of acquisition and have been recognised directly as an
expense in the period and included in the ‘administrative expenses’ line item in the
consolidated statement of profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN

e P BwRME

Assets and liabilities recognised at the date of acquisition

For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE
35. ACQUISITION OF SUBSIDIARIES (CONTINUED)

35. BB AT ()
RIWEBEHPER2EEREE

HK$'000
FT
Non-current assets FEMENE E
Property, plant and equipment Y - BE KR E 724,501
Mining rights FRIERE 12,000,601
Deposits paid for acquisition of property, WEME - BERZREZENiEE
plant and equipment 57,126
Current assets mBEE
Trade and other receivables B 5 K E At fE YRR 276,290
Amount due from a related company FEU—[ERAE A RIFRIE 9
Amount due from a director B — B EEHIE 269
Bank balances and cash RITHEBRRIAS 9,263
Current liabilities e =N
Trade and other payables B 5 REM R RIE (664,861)
Payables for the mineral resources BNEEEREESR
compensation fees (142,168)
Amounts due to related companies JETREE R RIFUB (445,639)
Amount due to a non-controlling interest holder FE— 2 IR S 15 B AR (663,768)
Non-current liabilities FERBALE
Amount due to a non-controlling interest holder FE— & IR S 15 B AR (1,829,636)
Provision for restoration, rehabilitation and A~ 1B RIRIBA AN B
environmental costs (60,096)
Deferred tax liability EEFIBEE (2,7883,832)
6,478,059

The receivables acquired (which principally comprised trade
receivables) with a fair value of HK$276,290,000 at the date of
acquisition had gross contractual amounts of HK$276,290,000. The

best estimate at acquisition date of the contractual cash flows not

expected to be collected amounted to nil.
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For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE
35. ACQUISITION OF SUBSIDIARIES (CONTINUED)

Non-controlling interests

The non-controlling interest in the Lexing and its subsidiaries
recognised at the acquisition date was measured by reference
to the fair value of the non-controlling interest and amounted to
HK$5,098,744,000. This value is estimated by applying an income

approach.

The following were the key model inputs used in determining the fair

value:
e assumed discount rate of 16.09%
e assumed long-term sustainable growth rate of 3%

Goodwill arising on acquisition

35. REMEB AT (&)

FEERER

S 8 T BT B A ) 2 FEFR AR 2R B U EE B
HiRERR - W RIS 2 AT ENE
©%E/55,098,744,0007 7T © :Z A I ERAK
ANIEAEET ©

NTABERAFERRZ Z2EAH A H
%

o (BHRAIREL16.09%

o BERERFBELEER3%

WEELE 2 HE

HK$’000

TET

Consideration transferred BEEENRE 5,040,870
Add: non-controlling interests o IEERRAE R 5,098,744
Less: recognised amount of identifiable net assets & : FTUCBE AT s B & 2= S E 2

acquired (100%) EERSE(100%) (6,478,059)
Goodwill arising on the Acquisition WEEREAZEE 3,661,555

Goodwill arose in the acquisition of Lexing because the consideration
paid for the acquisition effectively included amounts in relation to the
benefit of expected revenue growth, future market development and
the assembled workforce of Lexing. These benefits are not recognised
separately from goodwill because they do not meet the recognition

criteria for identifiable intangible assets.

None of the goodwill arising on this acquisition is expected to be

deductible for tax purposes.

Net cash inflow arising on acquisition

Cash and cash equivalent balances acquired

BEWBR e KRS SEYER

MR EBERINZREERBFRER
ZEMEEE - RRMIGEREREREATF
ZHN@EEER  RNELERELARE - Z
ENRTEEFHESHRER  BREATS
B BRI B E EHRERIRIT o

\

BB EL 2 EEERE T RBIER K
FLAHUR ©

WBESHELEZRESRAFH

HK$'000

TET

9,263
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NOTES TO THE CONSOLIDATED FINANCIAL STE
e P BwRME

For the year ended 31 December 2013 HE —Z—=F+-HA=+—HIFE

35.ACQUISITION OF SUBSIDIARIES (CONTINUED) 35. W EB B B8 » 5] (48

Impact of acquisition on the results of the Group

Included in the loss for the year ended 31 December 2013 is
approximately HK$4,042,970,000 attributable to Lexing and its
subsidiaries. Revenue for the year ended 31 December 2013 includes
approximately HK$49,652,000 is attributable to Lexing and its

subsidiaries.

Had the acquisition of Lexing been effected at the beginning of the
year, the total amount of revenue of the Group for the year ended 31
December 2013 would have been approximately HK$169,911,000,
and the amount of the loss for the year would have been approximately
HK$4,305,763,000. The proforma information is for illustrative
purposes only and is not necessarily an indication of revenue and
results of operations of the Group that actually would have been
achieved had the acquisition been completed at the beginning of the

year, nor is it intended to be a projection of future results.

In determining the ‘pro-forma’ revenue and loss of the Group had
Lexing been acquired at the beginning of the year, the directors
calculated depreciation and amortisation of property, plant and
equipment based on the recognised amounts of property, plant and

equipment at the date of the acquisition.

36. DISPOSAL OF SUBSIDIARIES

(a) Disposal of iron mine and coal operation
On 12 June 2012, the Company entered into a sale and purchase
agreement for the sale of the entire issued share capital in NARG
and GLG and Sale Loans to MSM, a substantial shareholder of the
Company, at a consideration of HK$600,000,000 (the “Disposal
Agreement”). The disposal was approved by shareholders of the
Company in the extraordinary general meeting held on 12 April
2013 and completed on 7 June 2013. Upon the completion, the
Company ceased to hold any interest in the Disposal Group. The
net assets of Disposal Group at the date of disposal were as

follows:

WEESEHEASEXEZTE
HE—_ZEZ-—=%F+-_A=t+—HBILEE
CEBRELEARAENEB AR EELD
4,042,970,0008 T - HE-_ZT—=F+_H
ST —BUIEFEZRERELERANEAR
AIFE(E #949,652,0007 7T

HEE 2 WENFIEE  AEEHE-Z
—=F+-A=t+—BLFEZRSZLES
#17%169,911,0008 7T * MEE BB B K
#)/4,305,763,0008 T - EE AR EHL
£ WA—ERMBEBERFENTHAEER
BERBG WA RKERE 2 BE - B
THERRIRELE 2 TR -

REEMERNFVERKRBZAEE [H
Z S RERE  EFREKERRYE
BEIREBZEERBESBAEDE  BER
R ITE R -

36. HEME A F

(a) HEHBZRERER
R=ZT—Z—®<A+=8  KXQAF
VEEHE  UNEELTEREER
GLGZ & WEEITRAURFEER
FARRARIZEZRFRILKER - REA
600,000,000 7t ([ HEHZE]) - HE
FHEER-T—=FMA+=—HBRTZ
RFFFRIA S EAR A REREL R =
Z—=FXRNAtAREK - RETHKE
RAR T ERELEEE EMER o H
EEERHERRZEEFEMNT -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2018 HiZ —ZE—=%+_-A=+—HILFE

36. DISPOSAL OF SUBSIDIARIES (CONTINUED) 36. HEMB AT (&)
(a) Disposal of iron mine and coal operation (continued) () HEEESZRERER(E)
Analysis of assets and liabilities over which control was lost: KEEHIENEEREEZHT

160

As at 7 June 2013
R-EBE—=%xA+tH

HK$’000
FHIT
Property, plant and equipment Vs - BB KRR 89,526
Mining right PR iE 414,409
Deposit for acquisition of a subsidiary WiE—FE B AR ZEE 23,088
Inventories F& 5,780
Trade and other receivables B 5 & E A FEYRIE 7,387
Amount due from the Group FEUA = B FRIE 5,755
Amounts due from non-controlling interest holders — fE W FEIEAR RSB A 273
Bank balances and cash RITHEBRIA S 4,416
Trade and other payables B 5 RHEMERFRIE (3,005)
Sale Loans FEEX (294,313)
Amount due to a non-controlling interest holder B — %3!5? I35 E AKIE (306)
Income tax payable TS (7)
Deferred tax liability ﬁﬁﬁlﬁﬁﬁ (40,756)
Net assets disposed of EHEREFE 212,197
HK$'000
FAT
Application of payment (Note) ERAM (KR 600,000
Net assets disposed of BEHEEESFE (212,197)
Non-controlling interests FEFEIRME (400)
Sale Loans assigned EEEHFEER (294,313)
Cumulative exchange difference in respect of MEBARZEEFEHERENSEE
the net assets of subsidiaries reclassified from Bamz BFtELZE
equity to profit or loss 204
Gain on disposal of Disposal Group HERERE 2 s 93,294
Note: B E
The consideration of the Disposal shall be settled by the application of HEFHZREBEANERNREN  @BERRAE
the payment of an equivalent amount payable by the Group to City Bloom S BRRU R W B T I E DA S Uk B I R
pursuant to the Acquisition Agreement to satisfy part of the consideration for REZKIE - FHIEH NS5 -

the Acquisition, which is detailed in Note 35.

HK$'000
FHEIT
Net cash outflow arising upon disposal: HEREEZHS L SE
Bank balances and cash disposed of EHERITEBRER S (4,416)
During the year, there was only insignificant impact to the Group’s RAEE  ZEESEEHAER K
operating, investing and financing cash flows from this disposal g RERBEREREEXMTRE
group. VR o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN

e P BwRME

For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
36. DISPOSAL OF SUBSIDIARIES (CONTINUED)

(b) Disposal of gold mine

On 283 October 2013, the Company entered into a sale and
purchase agreement for the sale of the entire issued share capital
in Dadizi Yuan LLC at a consideration of US$200,000 (equivalent to
approximately HK$1,560,000). The disposal was completed on the
same date. Upon the completion, the Company ceased to hold any
interest in Dadizi Yuan LLC. The net assets of Dadizi Yuan LLC at
the date of disposal were as follows:

Analysis of assets and liabilities over which control was lost:

36. HEM B~ 7 (&)

(b) HEEHE
R=F—=€+A=+=A  ARA]
TEREGH  AHERERB AT H
EBFTRA + 17520000057 (8%
R #1,560,000%7T) - HEERFE B 5%
B RBEMG  ARRATERERS
Rty AR 2 AR - FE A AR
e B AEFENT

REEFIENEERRBE 2O

As at

23 October 2013

R=-B—=F

+BA=+=H

HK$'000

FHT

Property, plant and equipment VI - S MR 5,943
Mining right PR iE 26,805
Exploration and evaluation (Note a) B K AR (Bl sEa) =
Other receivables E fth e W KT8 1,468
Bank balances and cash RITHEB KR ® 7
Other payables E fth A RKIB (1562)
Net assets disposed of BHEEEFE 34,071

HK$’000
THETT

Cash consideration BeRE 1,560
Net assets disposed of BHEEESFE (34,071)
Loss on disposal of a subsidiary HE—HNBARZEIE (32,511)

HK$’000

T

Net cash inflow arising upon disposal: HENEEZRESRAFE -
Cash consideration BeRE 1,560
Bank balances and cash disposed of BEHERITABRERS (7)
1,553

Notes: Ffsx -

(@) The exploration and evaluation assets represented cost incurred
in prior years under the exploration licenses 13961X and 14955X
of approximately HK$7,645,000 and accumulated impairment loss
recognised in prior years of approximately HK$7,645,000.

(b) During the year, there was only insignificant impact to the Group’s
operating, investing and financing cash flows from this disposal group.

@ MERFIEEEERBTFEREDY
P h8 B8 13961X }2 14955X E A 2 fk AN 4)
7,645,000/ 7T KB A FEERZ RFHR
BB 47,645,000/ 7T ©

b) RNAFE ZHESEEHEEZK
2 RERBAERSREEKMTRE

MFE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 HE—Z—=F+—-A=+—HILFE

37.

162

SHARE-BASED PAYMENT TRANSACTIONS

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 was expired 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.

All the share options became lapsed during the year ended 31
December 2012. 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; (i) 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN

e P BwRME

(CONTINUED)

Date of grant

R AH

16 April 2007
—EZHFMNA+IRH
9 July 2007

2R FLANE
20 November 2007
—EELF+—H=+H
13 March 2008
—EENF=AT=H
15 August 2008
—ZEZNFNATEH
8 October 2008
—ZEZTNF+ANH
22 December 2009

—EENF+=_A=+=H

18 October 2010
—E-TF+A+N\HB
18 October 2010
—T—FTF+A+/\H

For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
37.SHARE-BASED PAYMENT TRANSACTIONS

Exercise period

1T

From date of grant to 29 May 2012
HELBHE—ZE——FRA=-1+NIE
From date of grant to 29 May 2012
AREBHE-_T——FRA-1+NHE
From date of grant to 29 May 2012
HEEAHE-_T——FRA=1+AIE
From date of grant to 29 May 2012
HELBHE—ZE——FRA=-1+NE
From date of grant to 29 May 2012
AREBHE-_T——FRA=-1+NH
From date of grant to 29 May 2012
HREEHE—TE——FRA=1+NE
From date of grant to 29 May 2012
HELBHE—ZE——FRA=-1+NIE
From date of grant to 29 May 2012
AREBHE-_T——FRA=-1+NE
From date of grant to 29 May 2012
HREEHE-_T——FRA=1+NE

In accordance with the terms of the share-based arrangement, options

issued vest at the date of grant.

3. RN MRKRZ ()

Adjusted
exercise
Exercise price price
KRR

THEEE TEE

0.355 3.55
0.651 6.51
0.375 3.75
0.240 2.40
0.100 1.00
0.100 1.00
2.340 2.34
1.490 1.49
1.490 1.49

Fair value

at grant date

R Az

AT

0.12500

0.20200

0.21700

0.05060

0.02474

0.01637

0.65060

0.42630

0.36360

RIBEAD LHGR - EBRTEBRENRER

HRE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

37.SHARE-BASED PAYMENT TRANSACTIONS 37.BH[RXS ()
(CONTINUED)

Movements of the Company’s share options held by directors, FRN BE - RBREREEBHEMEARAAGE
employees and business associates during the year are as follow: R&HE 2 EEBHINR :

Outstanding Outstanding at

at 1 January Lapsed during 31 December  Exercise price
Grantee Date of grant 2012 the year 2012 and 2013 per share
R=B-Z£K
—E-=
+=A=t+—H
BRTEE
HK$

BT

Directors
Bz
Mr. Tse 9 July 2007 100,964 (100,964) = 6.510
bt —ZZHFLANAE
13 March 2008 902,193 (902,193) - 2.400
—ZEENF=RA+=H
22 December 2009 1,000,000 (1,000,000) = 2.340
—ZTNEF+-AZ+ZH
Mr. Lim Yew Kong, 16 April 2007
John 60,822 (60,822) - 3.550
Lim Yew Kong, John%t4& —ZZ+&FMA+/<H
22 December 2009 1,600,000 (1,500,000) = 2.340
—ZTNEF+-AZ+ZH
18 October 2010 1,000,000 (1,000,000) = 1.490
—Z-ZF+A+\R
Mr. Mak Ping Leung 18 October 2010 1,000,000 (1,000,000) = 1.490
EMR %4 —Z-ZF+A+\R

Mr. Leung Po Wing, 18 October 2010
Bowen Joseph GBS, JP 1,000,000 (1,000,000) - 1.490
RERGHGBS, JP —Z-ZE+A+/\R
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e P BwRME

For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

37.SHARE-BASED PAYMENT TRANSACTIONS
(CONTINUED)

Outstanding
at 1 January
Grantee Date of grant 2012

Other employees

3. RN MRKRZ ()

Outstanding at

Lapsed during 31 December  Exe
the year 2012 and 2013
RZB-Z=FRK
—8-—=

t=A=+-H

rcise price

per share

BRITHEE

Hitig g

In aggregate 22 December 2009 2,000,000 (2,000,000) = 2.340

£ —ZTTNE+ZAZ+Z=H
18 October 2010 400,000 (400,000) - 1.490
—T-TF+AIA

Business associates

EBRMY

In aggregate 9 July 2007 7,156,722 (7,156,722) = 6.510

8 —ZZLFEANA
20 November 2007 818,649 (818,649) - 3.750
—ZRt+E+—-A=tH
13 March 2008 5,747,679 (5,747,679) - 2.400
—TT\F=A+=H
8 October 2008 300,000 (300,000) - 1.000
—ZEN\F+ANA
22 December 2009 4,000,000 (4,000,000) - 2.340
—EENE+ZAZ+TZH

Total 26,987,029 (26,987,029) -

et

Weighted average

exercise price HK$3.40 HK$3.40 -

IEFHITR-E

No share options granted under the Scheme were exercise during the
two years ended 31 December 2013 and 2012.

HE-_ZT—=fk-_ZT——F+=-A=1+—
B 1E P8 4 2 I AT E AR IR % AT B D 2

Pt
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE
38. RELATED PARTIES 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:

BBAELIRS

B e B mREMEBYAREEN - AE
B LR R SLIA T EREB IR

TEEEASHE
R ARAEFRAMEETERALZH
SmT :

{0 K] 2012

—E—= —T——F

HK$°000 HK$'000

FiBx FHIT

Short-term benefits 2 HAtE A 5,889 7,731
Post-employment benefits BERL R 437 46 55
5,935 7,786

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.

39. MAJOR NON-CASH TRANSACTIONS

During the year ended 31 December 2013, as part of the consideration
in acquisition of the subsidiaries, promissory notes, ordinary shares and

convertible loan notes were issued as detailed in Note 35.

During the year ended 31 December 2013, there were conversion of

convertible loan notes into ordinary shares as detailed in Note 30(e).

During the year ended 31 December 2013, the Company has
issued 351,122,243 Ordinary Shares (amount to approximately
HK$108,847,000, as detailed in Note 30) and 547,638,384
Subscription CPS (amount to approximately HK$135,800,000, as
detailed in Note 31(b)) to Bond Holder A and raised additional amount
of approximately HK$4,102,000 of loan from a related company
according to the settlement deed, as detailed in Note 29 under the sub-
heading 2010 Convertible Loan Note A to settle Set-Off Convertible
Loan Notes and its outstanding interest with aggregate carrying amount
of HK$156,937,000.
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[

REBEE-_Z—Z=ZF+_A=+—HBLFE
A v AR B 1T351,122,243 f% I 38 I% (A
X #9108,847,000 % 7T & B KT #£30) &
547,638,384 % 33 i AT #4242 5E AR (IR K4
135,800,000/ 7T + & RTFE31(b)) TEHFFF
BAA - WIRREEZE  BE—HEEQH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS™
M A > >
e BHmERME
For the year ended 31 December 2013 #& —E—=F+—-A=+—HItFE
40. COMMITMENTS 40. &I
At the end of the reporting period, the Group had the following RIRERR - REEH LT AE :
commitments:
(a) Commitments under operating leases (a) KEHERIE
The Group as lessee AEBEERABEA
The Group leases certain of its office premises and staff quarters AREBRBEREHELTHRAEETEFR
under operating lease arrangements. Leases for properties are EYMERETIRS - WEHRHZT AN
negotiated for a term ranging from two months to three years and BARZE=FT%  WHXTEFEES °
rentals are fixed.
At the end of the reporting period, the Group had commitments for RM|EE R - REBRET ] BUEHLE
future minimum lease payments under non-cancellable operating HEREIATER R E 2 KK FEKHE S &

leases which fall due as follows: EMT -

2013 2012
—g—= —T——F
HK$°000 HK$’000
FHET FHET
Land and buildings T RAETF
Within one year —FR 3,490 2,562
E_EFRF
In the second to fifth year inclusive (BHEEEME) 1,899 632
5,389 3,194
(b) Other capital commitments (b) HAth&E AAIE

2013 2012
—®—=

HK$’000 HK$’'000
TR Tt

Contracted but not provided for in respect of: 2 5T #4718 K &4 -

— investment in a cooperation project —AEEERE = 5,772

— acquisition of property, plant and — BB E -« B Rk
equipment 368,370 -
368,370 5,772
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

41.STATEMENT OF FINANCIAL POSITION OF THE 41.Z& 2 88 &R &K
COMPANY

2013

—E—=

HK’000
THET

168

Non-current assets EMENEE
Property, plant and equipment ME - BE KRR 44 482
Investments in subsidiaries KB AR ZHE 390 230,546
434 231,028
Current assets MEEE
Other receivables o e ROR 3,167 7,391
Amounts due from subsidiaries FE UL B BB A RIFRIE (a) 5,117,879 350,533
Amount due from a director Bl —BEEIE 63 187
Derivative component of convertible ARBREREEZ
loan notes PTETERS 16,678 -
Bank balances and cash RITEB RIS 18,909 476
5,156,696 358,587
Current liabilities mEEE
Other payables H Ath fE 3008 10,016 14,789
Amounts due to subsidiaries FESHI B A RIZRIE (@) 1,795 3,241
Amount due to a director EBN—RESHE = 138
Derivative component of convertible AR EREE
loan notes PTETAERS 1,485,672 -
Liabilities component of convertible ARBEREEZ
loan notes AEEs - 293,925
1,497,483 312,093
Net current assets MBEEFE 3,659,213 46,494
Total assets less current liabilities BERBRTBAME 3,659,647 277,522
Capital and reserves B R i#E
Share capital [N 28,970 11,948
Convertible preference shares ] RS S iR 21,071 20,365
Reserves E] (b) 647,489 245,209
Total equity - et 697,530 277,522
Non-current liabilities ERBEE
Promissory notes L ER 275,416 -
Liabilities component of convertible ARBRERERZ
loan notes AafEIs 2,686,701 =
2,962,117 -
3,659,647 277,522
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMER

e P BwRME

For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE

41.STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (CONTINUED)

(a) Amounts due from (to) subsidiaries

M. R DA AR R (E)

(a) FEUR (FEAT)FI B2 RFRE

The amounts are unsecured, non-interest bearing and repayable

ZE A S EEM - 08 MAEN ZKE

on demand. The fair values of the amounts at the end of the BE AR ZERERNEEHATIE %
reporting period was approximated to the corresponding carrying HRREHRZ A FERKEERS °

amounts due to their short-term maturity.

(b) Reserves

Share
premium
R} 51E
HK$'000

(b) e

Share

Contributed options
surplus
BAER BRERE
HK$'000 HK$’000

TET BT

reserve

Accumulated
losses
2REBE
HK$'000

TR

Total
#ct
HK$'000

FHT

At 1 January 2012 R-Z——%—F—H 3,940,056 458,561 29,545 (4,088,312) 339,850
Loss for the year FEER = = = (94,573) (94,573)
Issue of shares upon conversion [A ¥ # A] &4 & 5t ik

of convertible preference mETRG

shares (68) - - - (68)
At 31 December 2012 WZZ—ZF

+-A=+—-H 3,939,988 458,561 29,545 (4,182,885) 245,209

Loss for the year FEBE - = = (66,408) (66,408)
Issue of shares upon conversion [ 5 12 Al & & L ik

of convertible preference mETR G

shares (651) - - - (651)
Conversion of convertible loan X AIERERZE

notes 32,979 = = = 32,979
Capitalisation of convertible loan AR E HZE

notes k- V.| 235,660 - - - 235,660
Issue of shares for acquisition of U E&HI B2 Al

subsidiaries &R 200,700 - - - 200,700
At 31 December 2013 RZE—=F

+-A=1+—-H 4,408,676 458,561 29,545 (4,249,293) 647,489
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For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

42.INVESTMENTS IN SUBSIDIARIES 2.AMBARZIERE
At the end of the reporting period, the Company has interests in the NEEER  XAFTR T EEMNB AT
following principal subsidiaries: AR

Nominal value Proportion of

Place of of paid-up share/  Class of Proportion of voting power held

Company incorporation registered capital  shares held  ownership interest by the Company Principal activities
RaRG,/ FiB

A7 BalAveEd EfExzEE  RHEH RRRELS FAARRRRELY EERE
2013 2012 2013 2012
—¥-Z§ -

2

% %

Held directly:
HERE:
Technology Venture BVI US$1,000  Ordinary 100 100 100 100  Investment holding
Investments Limited
ABARES 100051 & 100 100 100 100 RERR
North Asia Precious Metals ~ BVI US$60,000  Ordinary 100 100 100 100  Investment holding
Group Limited
ARARES 600007 & 100 100 100 100 REER
Guang Cheng Group Limited ~ BVI US$1  Ordinary 100 100 100 100  Investment holding
EREEARAT ARARES ES 100 100 100 100 REER
Held indirectly:
BiERs
Sequent China/ Hong Kong HK$10,000  Ordinary 100 100 100 100  Distribution of information
Hong Kong Limited technology products and
provision of computer
technology services
A 100008 & 100 100 100 100 AEEARRERR
R RRAR
Technology Venture BVI US$1,000  Ordinary 100 100 100 100  Investment holding
(Software) Holdings
Limited
ARARES 1000%7 %8 100 100 100 100 REER
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
42.INVESTMENTS IN SUBSIDIARIES (CONTINUED) 2.AHBARIZIRE(E)

Nominal value Proportion of

Place of of paid-up share/  Class of Proportion of voting power held

Company incorporation registered capital ~ shares held  ownership interest by the Company Principal activities

BARG/ R

A AR L 2 dMEAZEE RHER BERELH AAARERERLH FEEEK
PAK] 2012 PATK] 2012
—E-=F “E-=F —T—!

% % %

Topasia Computer Hong Kong HK$10,000  Ordinary 100 100 100 100 Distribution of information
Limited technology products and

provision of computer

technology services
BEERARAR &k 1000087 E@ 100 100 100 100 AHEAAMBERR

RS KRS
Topsoft Limited Hong Kong HK$10,000  Ordinary 100 100 100 100  Distribution of information

technology products and

provision of computer

technology services
RERMHERAR &k 10,0008 & 100 100 100 100 AHEARBEERR
REB KBRS
# Topasia Tech (Shanghai) ~ The PRC US$3,800,000  Registered 100 100 100 100  Distribution of information
Limited (Note) capital technology products and

provision of computer

technology services
BEHH(LE)ERAT i 3,800,000%(x  #EMAR 100 100 100 100 AHERRERR
(Fitt) REERRIRE
# Topasia IT (Shanghai) The PRC US$1,000,000  Registered 100 100 100 100 Provision of systems
Limited (Note) capital integration and
maintenance services
BEEEHBRBE(LE) i 1,000,000%7  EMER 100 100 100 100 REZGERRRERS

ARAR (M)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BRRME

For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

42.INVESTMENTS IN SUBSIDIARIES (CONTINUED) R.AMBARIZRE(HE)
Nominal value Proportion of
Place of of paid-up share/  Class of Proportion of voting power held
incorporation registered capital  shares held  ownership interest by the Company Principal activities
BARG/ il
AR L5 dMEACEE REHEH BERELA AATARERRELS TEEH
2013 2012 2013
—E-= —g-=fF -
% %
CTG Resources Holdings Hong Kong HK$10,000  Ordinary 100 - 100 - Investment holding
Limited
ERARERERAR &b 10,0008 L& 100 - 100 - REER
Lexing Holdings Limited BVI US$1  Ordinary 100 - 100 - Investment holding
SEERBRDA AERLES 1xr LB 100 - 100 - REER
Hong Kong OEPC Limited Hong Kong HK$10,000  Ordinary 100 - 100 - Investment holding
EREARERTLOERRR AR 10,0008 L& 100 - 100 - REER
Jiangxi Wantai Enterprise Co., The PRC RMB113,000,000  Registered 100 - 100 - Coal Operation
Ltd.f capital
IAEREXARAA HE AR®113,000000  #fAX 100 - 100 - BRER
Jiangxi Hengchuang Energy ~ The PRC RMB60,300,000  Registered 100 - 100 - Coal trading and new energy
Investments Co., Ltd.* capital development
IRBRRERERRRAR  FE AR%60,300,000r AR 100 - 100 - ERBHRERER
Jiangxi Hengpuwei Energy ~ The PRC RMB51,350,000  Registered 100 - 100 - Energy wholesale and
Investments Co., Ltd.* capital investment
IRBERERREABRAA AR®51,350,000r AR 100 - 100 - BERERRE
Shanxi Ruiying Investment and The PRC RMB10,000,000  Registered 100 - 100 - Investment holding
Management Co., Ltd.* capital
LFERERAERERAR A AR®10,000000r  #HER 100 - 100 - REEKR
Taiyuan Zhituo Investment The PRC RMB1,100,000  Registered 100 - 100 - Investment holding
Consultant Co., Ltd.* capital
ARTEREEERERAR FH ARE1,100,0000  #REX 100 - 100 - RERRK
Shanxi Changtong Energy The PRC RMB100,000,000  Registered 100 - 100 - Energy development and
Share Co., Ltd.* capital equipment trading
LEERERRAERAR  HE AK®100,000,000r AR 100 - 100 - WEREREEZS
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
42.INVESTMENTS IN SUBSIDIARIES (CONTINUED) 2. AHBARZRE(E)

Nominal value Proportion of

Place of of paid-up share/  Class of Proportion of voting power held

incorporation registered capital  shares held  ownership interest by the Company Principal activities

B4RG/ Fik

AR ER L 4 2 dMEACEE REHEH BERELS FAAREREENLS FEEXH
2013 2012 PAIK]
“E--f§
%

WEERERERR The PRC RMB370,000,000  Registered 49 - 49 - Coal operating and trading
REREERAA capital
il ARM370,000,000  HBEX 49 - 49 - RREBRES
Jinxin The PRC RMB50,080,000  Registered 49 = 49 - Coal mine development
capital
LARREHEELIRELE  E AR¥50,080,0000  #MER 49 - 49 - KRRE
SRERAR
Bolong The PRC RMB23,924,200  Registered 49 - 49 - Coal mine development
capital
UEFRERSELRE  TE ARB23,9242000  #HMER 49 - 49 - RER%
KEERAA
Liaoyuan The PRC RMB2,000,000  Registered 49 - 49 - Coal mine development
capital
UEFRERSELRER  TE ARE2,000000m  HMERK 49 - 49 - KERZ
BEERAR
Fuchang The PRC RMB2,000,000  Registered 34 - 34 - Coal mine development
capital
LARREHEELIREE  TE AR¥2,000000  #fEA 34 - 34 - KRRE
BEERAR
Xinfeng The PRC RMBG62,000,000  Registered 49 - 49 - Coal mine development
capital
IEFRERSELREE +E ARB62,000,000  #HMER 49 - 49 - RER%
REERAF
Note:  Wholly-owned foreign enterprises. MEE: INEBELE -
# English name is for identification purpose only #oo {BHEER
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For the year ended 31 December 2013 BE —Z—=F+-A=+—HIFE

42.INVESTMENTS IN SUBSIDIARIES (CONTINUED) 2.RHEARZRE (&)

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
2013 and 2012.

Details of non-wholly owned subsidiaries that have material non-

controlling interests:

The table below shows details of non-wholly-owned subsidiaries of the

Group that have material non-controlling interests:

ERAIARAMBAREREER /TR
FEASBEFNEENERAREEEFE
BAMAZRA - EERE  REEMKE
RAIZFHBRCRBBNITE -

BEMNBARBETNRELEIREEZ
T —FR T _—F+_A=+—HIW
BEFEEERERAERZEHKES -

BABEANFERER 22 ENBRARFE

TREVHAERFERERZAEEES
BB ARFE

Place of

incorporation and

principal place of

Proportion
ownership
interest and
voting power
held by the

non-controlling

Loss
allocated to

non-controlling

Accumulated

non-controlling

Name of the subsidiary business interests interests interests
FEIER 2 2ET
1 AR 3L 1t B % BERELSIR FEEE RS
MEA= SR TEEXMT FFRERE ZEBR R FERES
2013 2013 2013
—E—= —E—= —E—=F
HK$’000 HK$’000
FHT Tt
Shanxi Coal The PRC 51% 197,840 4,900,904
L PR R [
Individually immaterial subsidiaries 398 =
with non-controlling interests
BIA A NEANE A R FEZES RS
198,238 4,900,904
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For the year ended 31 December 2018 HiE —Z—=F+—-A=+—HILFE
42.INVESTMENTS IN SUBSIDIARIES (CONTINUED) 2.AHBARIZIRE(E)

As at 31 December 2013, The Group has only 49% ownership in Shanxi
Coal, the directors of the Company concluded that the Group has a
sufficiently power activities of Shanxi Coal on the basis of set out in
Note 4. The 51% ownership interests in Shanxi Coal are owned by
Shanxi Coal Transportation and Sales Group Co., Ltd. (41%) and [L7g
BEREXEEAREMLANF (10%).

Summarised financial information in respect of the Group’s subsidiaries
that has material non-controlling interests is set out below. The
summarised financial information below represents amounts before
intra-group eliminations.

Shanxi Coal

B R R

Current assets mBEE

Non-current assets FEMBEE

Current liabilities mEBEE

Non-current liabilities FRBAE

Equity attributable to owners of the Company RAEER ABIGER
Non-controlling interests FEPE AR M 2

R-ZE—Z=ZF+-_A=+—8 A&£EHEHE
BITAHERZ49%  RAREESHER -
REBRIUAKKEZENEREE - AH
EFHFHIETS o LA R 251 % A ERILT
BRBHEEBRATEA 4% RILFER
EXEERRETRAEAI10% °

AEBBREEAFERED 2B AR ZH
BEMBERNTX - TXZHBEHBE
EEBAARIEHHENZ S -

2013

—E-=

HK$’000
TEx

135,071
12,825,416
(1,189,323)
(5,387,818)
1,482,442
4,900,904
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42.INVESTMENTS IN SUBSIDIARIES (CONTINUED) 42. A B A R 2 R E ()
TR R BB RIREMEERAT 2013
—EB—=F
HK$°000
FTHERT
Turnover = 9,794
Expenses 53 (414,789)
Loss for the year FEEE (347,117)
Loss attributable to owners of the Company RATHEE AEIEEE (149,277)
Loss attributable to non-controlling interests JEVE AR R RS B (L ES 1R (197,840)
Loss for the year and total comprehensive expenses F[EE18 & FE 2 EF X 4458
for the year (347,117)
Net cash outflow from operating activities KEREEK 2HSRE FE (187,376)
Net cash outflow from investing activities REKREFESH 2B RE F8E (173,026)
Net cash inflow from financing activities REMEEFB RS RAFE 356,801
Net cash inflow REMAFHE 3,601
Acquisition of additional equity interest in subsidiary W BB B D B 2 FE MR AE
On 2 March 2012, the Group acquired additional 47% equity interest R-_ZE——F=A_-H  AEBEYKHEGIobal
of Global Link Logistics LLC (“GLL”), a 33% owned subsidiary of the Link Logistics LLC([ GLL |)ZE51N7% % 7 1
Group before the acquisition, at nil consideration. (B RIGLLARER#E A% B A LS 2

MEBRR)  BRERT -

The increase in the ownership interests in GLL were dealt with in equity, RGLLZ B REE MR SRR - HEE
with no impact on goodwill or profit or loss. FIEEWELE -
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