c?

PEBER
CHINA NICKEL RESOURCES
TEREERBERAT
CHINA NICKEL RESOURCES
HOLDINGS COMPANY LIMITED

(incorporated in the Cayman Islands with limited liability) =
(REBESTHEL 2FRAA) =
Stock code B4R @ 02889



o N o O B~ W N =

Zhengzhou Office

Gongyi Plant

Gongyi Pilot Plant

New Plant in Lianyungang
Hong Kong Office
Singapore Office

Jakarta Office

Mine in South Kalimantan
(exclusive offtake right)

BRI TR EBE

ERBE

BEMER

RIS

HENNEN E R
HfemmnE2famEs (BREER)



CONTENTS
B &

Corporate Information
NEIEHR

Financial Highlights
g E

Management Discussion and Analysis
BB mEDH

Interim Condensed Consolidated
Income Statement
R HARGRAAR A W R

Interim Condensed Consolidated Statement of
Comprehensive Income
FHIRSRAAR A 2 E R

Interim Condensed Consolidated Statement of
Financial Position
FR RS RAAR & BT SRR R

Interim Condensed Consolidated Statement of
Changes in Equity
FHARSRRAR A R E B R

Interim Condensed Consolidated
Statement of Cash Flows
FHIRSRRSR A RS IMER

Notes to Condensed Consolidated Interim
Financial Information
fSRRAR & P HRR IS A B R

Corporate Governance and Other Information
RERREAMER

26

27

28

30

31

32

88



CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR
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CORPORATE INFORMATION
A
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FINANCIAL HIGHLIGHTS
52

Six months ended 30 June
BZEANA=1+THLEAER

2014 2013
—E—MmF -
HK$’000 HK$’000
FET FHT
(Unaudited) (Unaudited)
(REER) (CREEEZ)
Revenue/Turnover ek R 201,405
Gross Profit E7 3,133
Earnings before Interest, Tax, BRAIE - FIE -
Depreciation and Amortisation e R AT
(“EBITDA")* &7 ([EBITDA])* 113,639 204,065
Loss before Tax FiATEE (70,085) (72,399)
Loss Attributable to Equity RATRERAA
Holders of the Company FEEE R (70,685) (101,831)
Gross Profit Margin ESy [P 1.6% 13.3%
EBITDA Margin EBITDA % 56.4% 21.0%
Net Loss Margin 1B R (35.4%) (10.3%)
# Earnings before Interest, Tax, Depreciation and # HE-_T-—NEXA=+HLEHE  BA
Amortisation ("EBITDA") for the period ended 30 June B BIE - T E R AT &R (TEBITDAL)
2014 included a gain on restructure of senior bonds and EREABEESFRTRERES ZKE
convertible bonds of HK$123,884,000 (2013: Nil). 123,884,000/ 7T (ZF—=4 : ff) o
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

OPERATING ENVIRONMENT ANALYSIS
In the first half of 2014, the steel market of the
People’'s Republic of China (the “PRC”) continued
to be negatively affected by over-supply and the
structural reform of the PRC’s economy. As a result,
price and demand of steel products remained
low which narrowed profit margins for most steel
products.

Pursuant to the Export Ban in Indonesia,
unprocessed iron ore export from PT. Yiwan Mining
to our Group has been suspended from 12 January
2014 onwards. The ores trading business of the
Group has been interrupted substantially and it is
anticipated such significant negative impact on
the financial and operating results of the Group will
continue in the whole year of 2014. It is possible that
the relevant mining regulations in Indonesia may be
amended but there is no guarantee that the Export
Ban will be lifted in near future.

In addition, as a result of the weak demand and
intense market competition in the PRC, both the
sales volume and profit margins of our steel products
remained low during the period.

B E R DT
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R-Z—MF L5 fUBRREBED
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS

B DT

We remain pessimistic about the steel market in the
PRC in the short-term due to the continuation of the
over-supply and the structural reform of the PRC
economy. We expect the price of the steel products
and iron ores will not have significant rebound in the
near future. However, in the long-term, we expect
the global economy will gradually recover and the
economy of the PRC will maintain its healthy growth
trend under the new leadership. Going forward,
domestic market in the PRC will become quality-
oriented, which will impose higher requirements
on products in terms of environmental-friendliness,
safety and durability, sustainability and recycling. We
expect that quantitative demand for high quality steel
products will increase significantly in the long run,
and product development will incline to the high-end
market.

To capture these business opportunities, our Group
has shifted to the production of high quality iron
and steel products through the application of more
environmental-friendly production method. The
Directors believe that the demand of our special
steel, alloy steel and stainless steel products will
increase in the future.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Project Progress

In the PRC

Lianyungang City East Harvest Mining Company
Limited (“East Harvest Mining”), a subsidiary of the
Company, has constructed a production plant to
produce nickel fine powder. The first production line
of the production plant had started trial production in
the second half year of 2012. The nickel fine powder
can be treated as finished product for direct sales;
alternatively, it can be treated in a blast furnace and
possessed into nickel-iron alloy fluid, which becomes
a high-quality raw material for the production of
stainless steel. The Lianyungang project applies
low carbon metallurgical technology developed by
the Group. Ordinary coal, rather than coke used
in traditional process, is used in the reduction
purification process, under which the consumption of
carbon may decrease by up to 40%. In addition, the
plant can utilise low grade nickel ore for production,
the cost of which is much lower than that used in
traditional production process. The project is highly
recognised by the local government. Moreover, the
plant is situated at the Lianyungang port and benefits
from geographical advantages. Ores and other
raw materials from overseas can be conveniently
transported to the plant, largely reducing the inland
transportation costs and logistics pressure.

Although the Lianyungang plant is ready for
commercial production, it would not be profitable
in the short term due to depression in nickel price.
Therefore, management has decided to suspend
the production plan to a later period when the nickel
price rebound. Due to the suspension of production
together with the Export Ban, the operations of East
Harvest Mining were affected substantially.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS

B DT

In Indonesia

PT. Mandan Steel, our wholly-owned subsidiary
incorporated in Indonesia, is our future processing
and manufacturing arm in overseas. PT. Mandan
Steel is also recognised as a key iron and steel mill
construction project of Indonesia with strong support
from the Indonesian central government, and offers
manufacturing capability that is valuable considering
the new mining regulations in Indonesia. The steel
mill project will produce steel bar for concrete
reinforcement to capture the market opportunities in
Indonesia. This processing facility can save shipping
fee, loading and unloading charges and inland port
charges. The Stage | development is facilitated and
based on the overall relocation of the equipment
from Luoyang Yongan Special Steel Co., Ltd., a
former wholly-owned subsidiary of the Company.
To ensure high quality, environmental protection,
energy efficiency and low production cost, new
equipment will be added to existing equipment and
some existing equipment will be modified. Due to the
Export Ban together with the delay in disposal of 30%
equity interest of S.E.A. Mineral Limited ("SEAM”"), a
wholly owned subsidiary of the Company, the Group
is seeking other financing sources to facilitate the
development of the project. The Directors expect
that Stage 1 of the project can be completed within
18 months after the funding from other financing
sources is available.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

Business Development

Ore trading business

The Group purchases ores from Indonesia through
the Exclusive Offtake Agreement at fixed price for
self-use or for sales, and has started selling ores to
third parties since the end of 2009. The ore trading
business had a remarkable contribution to our
profitability and cash flows in the past few years due
to strong demand from the PRC customers.

However, pursuant to the relevant regulations
promulgated in Indonesia, unprocessed ore export
by mining business license holders in Indonesia
(“IUP Holders”) was banned from 12 January 2014
onwards unless the IUP Holders have carried out
processing and refining domestically according to
Government Regulation No. 23 of 2010 regarding
implementation of activities of business of minerals
and coal mining and have conducted refining and
smelting in accordance with Law No. 4 of 2009
regarding minerals and coal mining (“Export Ban”).
Due to the Export Ban, the ore trading business of
the Group has been interrupted and it is anticipated
that such significant negative impact on the financial
and operating results of the Group will continue in
the whole year of 2014. It is possible that the relevant
mining regulations in Indonesia may be amended
but there is no guarantee that the Export Ban will be
lifted in near future.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS

B DT

Steel-making operations

For the steel-making operations of the Group, both
the sales volume and profit margins of stainless
steel base materials and Ni-Cr alloy steel ingot
shrunk continuously as a result of the weak demand
and intense competition in the PRC. In addition,
the Export Ban also affected our production plan
in steel-making operations leading the production
suspended during January to April 2014. This also
led to low production and sales volume in the first
half of 2014. Since early of May 2014, the Group’s
steel-making operations has resumed its production
gradually.

While we expect the keen competition in the PRC
will continue in the whole year of 2014, the demand
for steel products will gradually pick up. The Group
is actively developing new high value-added steel
products and identifying overseas markets with
growth potentials to strengthen our product portfolio
and reduce market concentration risk.

Financing Arrangement

As at 30 June 2014, the Group had net current
liabilities of approximately HK$1,611.6 million. The
Group has been actively negotiating with PRC and
overseas banks and institutional investors for new
borrowings and the renewal of existing borrowings
when those borrowings fall due. During the period
and up to the date of this announcement, the Group
has successfully renewed its short-term bank
borrowings of RMB152.6 million from PRC banks for
another twelve months. Based on our management’s
past experience, the Group did not encounter any
significant difficulties in renewing the borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 13 June 2014, the Company successfully
obtained approval from the Holders to defer the
repayment schedule and revised the existing terms
of the Senior Bonds with an outstanding aggregate
principal of HK$390.9 million and the Convertible
Bonds with an outstanding aggregate principal of
HK$181.6 million. The repayment schedule of Senior
Bonds has been deferred till 12 March 2017 to 12
December 2018 by eight instalments of HK$48.9
million each and have been amended accordingly its
terms. The repayment schedule of Convertible Bonds
has been deferred till 12 March 2018 and have been
amended accordingly its terms.

In addition, on 21 January 2013, the Group has
entered into a framework agreement with a potential
investor for the disposal of 30% equity interests of
SEAM, a wholly-owned subsidiary of the Group,
for an aggregate consideration of approximately
RMB900 million. The transaction is still in progress
due to the potential investor need more time for
conducting their due diligence work. The Directors
expect the transaction will be completed by the
end of year 2014 believes that the above financing
arrangements can improve the liquidity and financial
position of the Group.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS
ERENRAN

FINANCIAL REVIEW B 7 [ 8

Turnover and sales volume EEEREE

Major products of the Group were limonitic ores, XNEE 7 FE2EFZABEE  THHE
stainless steel base materials, ferro-nickel alloys and ko REES S NIRIRE ST - TREY
Ni-Cr alloy steel ingots. The table below sets out the — AREEERNFIREIM 2 S¥5E NS
turnover and sales volume of our products for the

periods indicated:

Turnover EE 25

2014
= ik —F=F
First Half First Half

L¥E L¥F
HK$’000 HK$'000
TERT T

Mineral Resources: :
Limonitic ores B 22,755 12% 849,536

Iron and Steel Products: 3
Stainless steel base materials A 82,497 41% 36,143
Ferro-nickel alloys and others } it 57,197 28% 38,977
Ni-Cr alloy steel ingots BIRE WS 38,956 19% 48,654

303

973,613 100%

Service income - 0%
Total A 201,405 100%
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS
BEE W E T

Sales volume HE

2014
—g-mE
First Half First Half

L¥E E¥E
Tonnes Tonnes
PN NI

Mineral Resources:
Limonitic ores (dry tonnes) BEE (50N 55,448 63% 1,889,135
Iron and Steel Products:
Stainless steel base materials N HH 11,750 14% 5,088
Ferro-nickel alloys and others - il 15,176 18% 7,064
Ni-Cr alloy steel ingots S48 3,913 5% &, 123

Total a 86,287 100% 1,906,410 100%

The Group’s turnover for the first half year of 2014 AREBER T —WNF X F & %85
was HK$201.4 million (2013: HK$973.6 million), 2014BEHBT(=ZZT— =4 :9736H &
a decrease of 79.3% as compared with the B7x) & FERERF L 79.3% - L%
corresponding period of last year. The decrease HAWMEREETE AR MHE ZHERFPT.
in turnover was mainly attributable to the fact  Yiwan Mining a7 ENJE BT B e > O 48
that unprocessed iron ore supply from our major %> B_-Z—NFE— A+ _-_HEEEHE
supplier, PT. Yiwan Mining, was suspended since 12 RINTHEL - AEE Y BALE 5HEBHE
January 2014 due to the Export Ban imposed by the R EmTE -

Indonesian Government. The ore trading business of

the Group was hence adversely affected.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS

B DT

During the six months ended 30 June 2014, the
turnover of our ore trading business was HK$22.8
million (2013: HK$849.5 million), representing
12% (2013: 87%) to the total turnover. The sales
volume of ore was 55,448 dry tonnes, decreased by
97.1% as compared to 1,889,135 dry tonnes in the
corresponding period of last year. The average unit
selling price per ton decreased by 8.8% compared
to the corresponding period of last year due to
decrease in commodity market price of iron ore
in the first half of 2014. Due to the Export Ban, the
Group believes that the ore trading business will not
generate turnover for the Group in the second half
year of 2014.

Cost of sales

The cost of sales for the first half year of 2014
decreased by HK$645.5 million, or 76.5%, to
HK$198.3 million (2013: HK$843.8 million), the
decrease in cost of sales was in line with decrease
in turnover. The table below shows the breakdown of
our total production costs for the periods indicated:

HE-Z-—MEA=+tHIANEA K
EEELESCEEBAR28HEBT(Z
T— =% 8495 FBBIL)  [HREESE
Z12%(ZE—=F :87%) - TRAHES
55,448% A WE - 8 _F 4 [F] #31,889,135%
REER D7 1% - B AT B EEE
FERETEES.8%  RALEN T4
FHFEBOOAGRTSER TR - AR
PA%RS  AEEREELEZEBTE
REZZ—NF T EFARNEBMEEEER -

HERA
ZEMF F¥F 2 HER AR 645.5
BEBITLHT65%E1983BEEBT(=T
— =4 :8438AEBIL) o HEMAR D
IR A — B e TRETIAEBNFT
REIRZ BAEEKAZ B

2014
—E-ImF
First Half

First Half

L¥g E¥F
HK$’000 HK$'000
TET BT

Raw materials 145,706 73% 775,070
Fuel and utilities 14,888 8% 17,066
Depreciation 24,917 13% 34,484
Staff costs 7,316 4% 8,957
Others 5,445 2% 8,249

Total 198,272

100% 843,826 100%
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit

The Group’s total gross profit for the first half of 2014
was HK$3.1 million (2013: HK$129.8 million), and
the gross profit margin was 1.6% (2013: 13.3%).
The decrease in gross profit margin was mainly due
to decrease in the average gross profit margin of
limonitic ores from 30.9% in 2013 to 6.6% in 2014.
During the first half year of 2014, profit margin of
our iron and steel products remained thin due to the
continuous sluggishness in the iron and steel market
of the PRC.

Other gains, net

Other gains, net for the first half year of 2014 was
HK$145.8 million (2013: HK$54.4 million), which is
significantly higher than that of the corresponding
period in 2013. Such increase was mainly attributable
to the gain on restructuring of the 10% Coupon
Senior Bonds and 6% Coupon Convertible Bonds in
June 2014.

Selling and distribution costs

Selling and distribution costs for the first half year
of 2014 increased by HK$3.2 million, or 116.7%, to
HK$5.9 million (2013: HK$2.7 million), representing
2.9% of the turnover (2013: 0.3%). The increase
in selling and distribution costs was mainly due to
increased logistic costs in line with increase in sales
volume of iron and steel products.

Administrative expenses

Administrative expenses for the first half of 2014
remained stable and slightly decreased by HK$4.7
million or 4.4%, to HK$101.3 million (2013: HK$106.0
million), representing 50.3% of the turnover (2013:
10.9%).
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS

B DT

Finance costs

Finance costs mainly included interest expenses
of bank borrowings, senior bonds and convertible
bonds. Finance costs for the first half year of 2014
was HK$113.9 million (2013: HK$141.9 million).
Decrease in the finance costs was mainly due
to repayment of senior bond’s partial principal
according to the repayment schedule during 2013.

Other expenses

Other expenses for the first half of 2014 decreased
by HK$8.5 million to HK$1.0 million (2013: HK$9.5
million).

Loss before tax

The loss before tax for the first half year of 2014 was
HK$70.1 million (2013: HK$72.4 million). Loss before
tax margin was 34.8% (2013: 7.4%). The earnings
before interest, tax, depreciation and amortisation
(“"EBITDA") margin was 56.4% (2013: 21.0%).

Income tax expense

The tax expense in the six months ended 30
June 2013 was mainly due to the tax expense in
connection with the ore trading business. Income
tax expense for the six months ended 30 June 2014
decreased as the ore trading business decreased
substantially in the six months ended 30 June 2014.

Loss attributable to equity holders of the
Company

The loss attributable to equity holders of the
Company for the first half year of 2014 was HK$70.7
million (2013: HK$101.8 million).
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS
BEE W E T

Key financial ratios FTEMKEEE
Six months ended Year ended
30 June 31 December
2014
BE-2-IF
AA=+H
EAREA
Current ratio BN L = 40%
Inventories turnover days FERERH 368 days H 104 days H
Debtor turnover days & EH 2 52 days H 24 days H
Creditor turnover days RBEERY 609 days H 169 days H
Interest cover i) 0.4 times % -4.1 times %
Interest-bearing gearing ratio &f 79% 79%
Debt to EBITDA ratio 19 times -27.6 times &
Net debt/Capital and net i
debt ratio 47% 47%
Notes: k=3
1. Current assets/current liabilities X 100% 1. RBEE/MBAME X 100%
2. Inventories/cost of sales X 181 days or 365 days 2. FEHEMKZA X 181 Bk 365 B
3. Trade and notes receivables/turnover X 181 days or 365 3. FEWRBE R R B R & %5 X 181 A sk
days 365 H
4. Trade and notes payables/cost of sales X 181 days or 365 4. PEABR AR R B 4R S E AR AR X 181 B3k
days 365 H
5. Profit before interest and tax/net interest expense 5. WRFE R FIERTRF,F B SUFE
6. Interest-bearing loans and other borrowings (including 6. FERERREMES (BEABRERES), K
convertible bonds)/equity attributable to equity holders of A A RAER A AEMGHE R X 100%

the Company X 100%

7. Interest-bearing loans and other borrowings (including 7. AEERREMEBEE(RETBRRE
convertible bonds)/EBITDA %),/ EBITDA
8. Net debt/Capital and net debt X 100% 8. BEEHE AR E EERE X 100%
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS

B DT

Property, plant and equipment

Property, plant and equipment as at 30 June 2014
mainly comprised plant and machinery, buildings
and construction in progress. The decrease in
balance to HK$1,864.1 million (2013: HK$1,928.1
million) was mainly due to the depreciation charges
for the period offset by the addition.

Intangible asset

The intangible asset solely represents the
unamortised amount of the exclusive offtake right
from PT. Yiwan Mining secured by the Group in May
2007. The decrease in the balance during the period
was due to amortisation for the period based on the
unit of purchase method.

Inventories

The inventory turnover days increased from 104
days in 2013 to 368 days in the six months ended 30
June 2014 which is mainly a result of the significant
decrease in ore trading business. As at 30 June
2014, inventories balance decreased by HK$71.3
million, or 15.0%, to HK$403.3 million (2013:
HK$474.6 million). The drop in inventory level was
mainly due to the management’s continuous effort
and determination to control inventory level during
the period.

Trade and notes receivables

The debtor turnover days increased from 24 days
in 2013 to 52 days in the six months ended 30
June 2014. As at 30 June 2014, trade and notes
receivables balance decreased by HK$51.0 million,
or 47.1%, to HK$57.3 million (2013: HK$108.4
million). The decrease in trade and notes receivables
was mainly contributed by the decrease in trading of
limonitic ores.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

Prepayments, deposits and other receivables
The prepayments, deposits and other receivables
mainly comprised of prepayment to limonitic ore
suppliers. Increase in the prepayments, deposits and
other receivables were mainly because increase in
prepayment to PT. Yiwan Mining.

Cash and cash equivalents and pledged time
deposits

The cash and bank balances decreased by
approximately HK$64.8 million, or 7.1%, to
approximately HK$848.2 million (2013: HK$913.0
million) as at 30 June 2014 when compared to that
as at 31 December 2013. It was mainly due to the
net cash used in operating activities of approximately
HK$123.1 million and the interest payment of
HK$111.3 million, offset by the cash inflow from bank
and other borrowings of HK$170.0 million.

Trade and notes payables

The creditor turnover days increased from 169 days
in 2013 to 609 days in the six months ended 30 June
2014. As at 30 June 2014, trade and notes payables
balance decreased by HK$104.7 million, or 13.6%,
to HK$667.5 million (2013: HK$772.2 million). The
decrease was mainly due to decrease in purchase of
raw materials in line with decrease in turnover in the
first half of 2014.

Convertible bonds

Decrease in the convertible bonds during the six
months ended 30 June 2014 was a result from
convertible bonds restructuring in June 2014 which
deferred its principal repayment schedule. The
remaining nominal value of the convertible bonds
was due for repayment in 2018.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS

B DT

Bank and other borrowings

As at 30 June 2014, total bank and other borrowings
balance decreased by HK$8.7 million, or 0.4%, to
HK$2,072.9 million (2013: HK$2,081.6 million).

Share capital

During the six months ended 30 June 2014, share
capital remained at HK$255.3 million (2013:
HK$255.3 million).

Liquidity and capital resources

Our working capital has been principally sourced
from cash generated from operations and from long-
term and short-term borrowings. We also utilise
advances received from our customers to finance
part of our working capital requirements. As at 30
June 2014, we had current liabilities of HK$2,701.8
million, of which HK$1,553.5 million were bank and
other borrowings repayable within one year and
HK$667.5 million were trade and notes payables in
respect of purchase of raw materials.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

Foreign currency risk

Since 2004, the Group has begun the purchase
of iron ore from overseas suppliers. The Group’s
purchase and sales contracts of ore trading business
are principally denominated in USD and purchase
and sales in connection with iron and steel products
are mainly denominated in RMB. As at 30 June 2014,
the assets and liabilities of our PRC operations are
primarily denominated in RMB, while the assets
and liabilities for operations outside PRC are mainly
denominated in HKD and USD. Since RMB against
HKD was in a favorable trend in recent years, there
is no significant foreign exchange exposure for the
Group’s net assets of PRC operations. Furthermore,
HKD is pegged to USD that management does
not expect there will be significant foreign
exchange exposure for the Group’s net assets
of non-PRC operations. Therefore, no hedging of
foreign currency risk is considered necessary at
the moment. However, management will closely
monitor the foreign currency exposure and consider
using necessary financial instruments for hedging
purposes.

As at 30 June 2014, the Group did not enter into
any hedging transactions to manage the potential
fluctuation in foreign currency as the Directors
considered the Group had no significant foreign
currency risk.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

MANAGEMENT DISCUSSION AND ANALYSIS

B DT

Security

As at 30 June 2014, the Group had the following
assets being pledged: (1) time deposits of HK$814.1
million (2013: HK$845.7 million), certain parcels
of the Group’s leasehold land situated in the PRC
with the carrying amounts of HK$197.0 million
(2013: HK$206.6 million) and building and plant
and machinery with net carry amounts of HK$36.9
million (2013: HK$44.0 million) were secured for
notes payables of HK$541.3 million (2013: HK$587.6
million) and bank loans granted to the Company
and certain Group’s subsidiaries of HK$669.7 million
(2013: HK$632.0 million); and (2) the Exclusive
Offtake Agreement with PT. Yiwan Mining and a USD
bank deposit of HK$0.01 million (2013: HK$13.3
million) were secured for the convertible bonds and
senior bonds issued by the Company.

Capital commitment

As at 30 June 2014, the Group had capital
commitments in the amount of approximately
HK$36.8 million.

CONCLUSION AND PROSPECTS

In the first half of 2014 was full of challenges both
for the market and the Group. Our steel-making
business continued to be hindered by over-supply
and the structural reform of the PRC’s economy.
The implementation of the Export Ban by the
relevant governmental authorities of Indonesia has
casted significant doubt on the Group’s financial
performance and cash flows in 2014.

We expect the economy of the PRC will continue
its healthy growth trend under a novel general
thinking of the new leadership and the demand and
profitability of our steel products will rebound in
future.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

In a longer term, we expect the PRC will continue its
modernisation and urbanisation that the demand of
high quality steel products for public infrastructure
and equipment manufacturing will increase steadily.
This definitely will bring enormous business
opportunities for our Group.

In the short and medium term, the Group has made
certain progress in new financing and will strike to
complete the overseas steel mill projects as planned.

We believe that after the technology industrialization
and modernisation of steel products, the Group
will have a stronger competitive advantage in the
industry.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT
T EEREA KR

Six months ended 30 June
BEXA=+tHLAEA

2014 2013
—2-0F ==
Notes HK$°000 HK$'000
ik FET FET
(Unaudited) (Unaudited)
(REEEZ) (REeEZ)
Revenue &3 5 201,405 973,613
Cost of sales SHEE R AR (198,272) (843,826)
Gross profit EF 3,133 129,787
Other gains, net HivBF)F58 5 145,801 54,434
Selling and distribution costs HE KD AR (5,855) (2,702)
Administrative expenses THAX (101,320) (106,030)
Finance income & WA 7 3,322 3,097
Finance costs BhE P AN 7 (113,926) (141,873)
Other expenses HAihF X (992) (9,464)
Share of (loss)/profit of JE(L—fBE AR
an associate (E518), a7 (248) 352
Loss before tax BRF A BT 1R 6 (70,085) (72,399)
Income tax expenses TS X 8 (1,273) (27,901)
Loss for the period HAEE (71,358) (100,300)
Attributable to: BR:
Equity holders of the Company AN @R #EISH A (70,685) (101,831)
Non-controlling interests El2adiier 2= (673) 1,631
(71,358) (100,300)
Loss per share attributable to A2 T REFEA
equity holders of EihErRER
the Company
— Basic (HK dollar) — EARCGET) 10 (0.028) (0.041)
— Diluted (HK dollar) —#EGET) 10 (0.028) (0.045)
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
PHERRA 2 ENER

For the six months ended 30 June 2014
BE-F—MFNA=1+HIENEA

Six months ended 30 June
BEAA=THLAXEA

2014 2013
—E-NEF —T-=F
HK$’000 HK$'000
FHET THBTT
(Unaudited) (Unaudited)

(REER) (REE#EZ)

Loss for the period HREE (71,358) (100,300)
Other comprehensive (loss)/ Hib2mE (FE) W

income
Items that may be subsequently AJER AR EF TIHE

reclassified to profit or loss Bz HH
Exchange differences on translation  BIME L RRITEEN

of foreign operations =R (12,978) 46,281
Other comprehensive HRBEHEMEE

(loss)/income for the period, (B8] WE

net of tax (12,978) 46,281
Total comprehensive loss HAZEEBEET

for the period (84,336) (54,019)
Total comprehensive loss HAXEBEESTER :

for the period attributable to:

Equity holders of the Company RAFRERB A (83,657) (57,405)

Non-controlling interests E3ulilier (679) 3,386

(84,336) (54,019)
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
PHERER BHIAR

As at 30 June 2014
R-FE—mFNA=1+H

30 June 31 December

2014 2013
—E-mF —E-=F
AA=+tH +=ZA=t+—H
Notes HK$’000 HK$'000
FiaE FERT FHAT
(Unaudited) (Audited)
RBER) (f&Ew%)
ASSETS BE
Non-current assets FREBEE
Property, plant and equipment ME - BENEE 11 1,864,076 1,928,122
Prepaid land lease payments AR LR E A 197,041 202,093
Intangible asset mLAE 12 2,384,543 2,387,786
Interest in an associate R—EBE AR
e 83,647 83,449
Pledged time deposits B EHER 531,746 495,021
Deferred tax assets T IEE = 673 1,932
Other non-current assets HipIEms B E 1,135 3,987
5,062,861 5,102,390
Current assets RENEE
Inventories g 13 403,330 474,600
Trade and notes receivables MR EKREE 14 57,342 108,388
Prepayments, deposits and FERRIE - EE Rk
other receivables At EUGRIE 15 313,154 213,546
Pledged time deposits BT E BTN 16 282,328 363,929
Cash and cash equivalents BeMReEEY 16 34,114 54,065
1,090,268 1,214,528
Total assets BEE 6,153,129 6,316,918
EQUITY s
Capital and reserves ARATREZEA
attributable to equity B ERR &G
holders of the Company
Share capital &N 20 255,304 255,304
Reserves =2 2,469,002 2,553,223
2,724,306 2,808,527
Non-controlling interests FERER 8,771 9,450
Total equity fERBE 2,733,077 2,817,977
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
PHBRRE TR

As at 30 June 2014
R-FE—MFENA=1+H

30 June 31 December

2014 2013
—Z-mEF —ET—=F
NA=+H +=ZA=t—H
Notes HK$’000 HK$'000
FiaE FET FHT
(Unaudited) (Audited)
REER) (l&&%)
LIABILITIES 8&
Non-current liabilities kRBEE
Bank and other borrowings RITERREMEE 17 519,435 880,221
Convertible bonds ARRkES 18 83,102 129,182
Derivative financial instruments 744 f T A 18 106,247 21,652
Other long term payables HiabRHIEN KA 8,078 8,751
Deferred tax liabilities BERIBAE 1,356 1,369
718,218 1,041,175
Current liabilities REBEE
Trade payables FERFERIR 19 126,202 184,566
Notes payable ENEE 19 541,320 587,614
Other payables and accruals H b B~ FE N R
afE 441,942 445,081
Bank and other borrowings BITERREMESE 17 1,553,511 1,201,404
Tax payable FERTTRIE 38,859 39,101
2,701,834 2,457,766
Total liabilities nemE 3,420,052 3,498,941
Total equity and liabilities ERRaEss 6,153,129 6,316,918
Net current liabilities REEEEE (1,611,566) (1,243,238)
Total assets less current BEERARBERS
liabilities 3,451,295 3,859,152
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED » #E®&RERERAA

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
PHERRS ESEYR

For the six months ended 30 June 2014
BE—FT—MFNA=1H1~1EA

Atributable to equity holders of the Company

FDARRREARE
Retained
Profits/ Non-
Share Share  Contributed Captsl ~ Statutory  Shareoption  Exchange (Accumulated controlling
capital ~ premium surplus reserve - reserves resenve teserve losses)  Sublotal  interests Total
R RERA #2R

R BOER  RAER  REGR  RER 8% EXER (%6 At i it
HKS000  HKSO0D HKS 000 HKSO00  HKSO0D HKSO00  HKSO00 HKS 000 HKS 000 HKS000 HKS 000
TEL T T TEL T TEL T T T FiEi TEL

(Unaudited) (7288
For the ix months ended BECR-mF
30 June 2014 RAZTRLABA
A1 January 2014 H-§-BE-A-B 25304 314945 4514 115,807 89,74 36,651 s (15125 2808527 9450 a8trom
Loss for the perod BhEE - - - - - - - (T0685)  (T0,685) (o3 (71.35)
Other comprefensive oss for e perod: ~~ AER2TRE
Bychange diferences on tansaton BMLERAEEL2E
offoreign operations - - - - - - (12872) - (12872) ) (12478)
Total comprehensive loss for the period B2 AHELE - - - - - - (291 (g8 (83657) (619 (®43%)
Equty-setled share-based compensation L¥ieec - - - - - (564) - - 564) - (564)
Totaltransaction vith owners SEEAIRGHE - - - - - 664) - - (564) - (664)
At30 June 2014 H-3-BERA=TR 25304 3124945 51 115,807 89,774 36,087 40805 (1384930) 2724306 8T 210m
Forthe sixmonths ended 30 June 2013 BE=F-=FARZ1R
fiotif]
A1 January 2013 H-3-=5-f-R 20606 3,036,999 4751 15807 89774 33567 375% 63049 3985691 18905 400459
(Loss)proftfor the period B (E8) /A - - - - - - - (lotgst) (o) 1880 (100300)
Other comprehensive income for heperiod: AR 2EHE
Exchenge diferences on ranglation FEESRTEEL2E
afforeign operations - - - - - - 444 - 14496 185 146261

Total comprehensive income[loss) ER2ENE/(FEEE
forthe period - - - - - Sues (g FAS) 3% Ay

Eouitysetled share-based compensaion RS E 7 TERE - - - - - 1513 - - 151 - 1513
Conversion of converiole bonds (Note 16) BB (i 16) 2577 863 - - - - - - 110410 - 10410
Aoguiston of eddiondl ntrestin HE-FHELA EEE

asubsidiary - - - - - - - 40% 409 (10.370) (6275
Totl tanseton ithowrers H5A2RB0E B B - - - S TROE (050 15
At30 June 2013 H-F-ZERAZTR 24183 31812 4751 15807 89774 35,080 41191 (33787) 4044304 ner 4056225
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
THBRRa R AER

For the six months ended 30 June 2014
HE—F—PFNA=1HiNEA

Net cash (used in)/generated from
operating activities

Net cash inflow from
investing activities

Net cash inflow/(outflow) from
financing activities

Net (decrease)/increase in cash
and cash equivalents

Cash and cash equivalents at
beginning of period

Effect of foreign exchange rate
changes, net

Cash and cash equivalents at
end of period

REES (FA)BEZ
REFE

REFHZRER
FE

BEEHZRERN
(R ) B8

zmwm%{amz
’J‘)/i‘”i]llgﬁﬁ
Eﬂ%ﬂzfﬁ,i&iﬂ
B
EREBTEEE

HRZBRERREE
{=k7)]

Six months ended 30 June
BEAA=THLAXEA

2014 2013
—E-mF —E-=F
HK$’000 HK$'000
FERT FET
(Unaudited) (Unaudited)
RICER) (REesE=)
(123,115) 100,184
26,781 16,826
76,525 (7,909)
(19,809) 109,101
54,065 141,610
(142) 6,169
34,114 256,880
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

GENERAL INFORMATION

The Company was incorporated as an
exempted company with limited liability in the
Cayman Islands on 11 March 2004 under the
Companies Law, Chapter 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman
Islands. The registered office of the Company
is located at Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The principal place of
business of the Company and its subsidiaries
(collectively referred as “the Group”) is
located at No.7, Block F, Runhua Business
Garden, No. 24 Jinshui Road, Jinshui District,
Zhengzhou City, Henan Province, the People’s
Republic of China (the “PRC”), 450012. The
principal place of business of the Company
is Room 3501, China Merchants Tower,
Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong.

The principal activities of the Company
are investment holding and the trading of
ore. The Group is principally engaged in
the manufacture and sale of iron and steel
products in the PRC and the trading of ore.
The Company'’s shares are listed on the Main
Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

In the opinion of the directors of the
Company (the “Directors”), Easyman Assets
Management Limited (“Easyman”), a company
incorporated in the British Virgin Islands and
wholly owned by Mr. Dong Shutong (“Mr.
Dong”), an Executive Director, is the ultimate
holding company of the Group. Mr. Dong is
regarded as ultimate controlling party.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

GENERAL INFORMATION
(continued)

This condensed consolidated interim financial
information for the six months ended 30 June
2014 is unaudited and has been reviewed
by the audit committee of the Company. This
condensed consolidated interim financial
information was approved and authorised for
issue by the board of directors on 7 October
2014.

BASIS OF PREPARATION

This condensed consolidated interim financial
information for the six months ended 30 June
2014 have been prepared in accordance with
International Accounting Standard (“IAS”) 34,
“Interim financial reporting” and the disclosure
requirements of the Rules Governing the
Listing of Securities on the Stock Exchange.

This condensed consolidated interim financial
information does not include all the information
and disclosures required in the annual
financial statements, and should be read
in conjunction with the Company’s annual
financial statements for the year ended 31
December 2013, which have been prepared
in accordance with International Financial
Reporting Standards (“IFRS”).

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

2 BASIS OF PREPARATION
(continued)

21

Going concern

In preparing this condensed
consolidated interim financial
information for the six months ended
30 June 2014, the directors have
considered the future liquidity of the
Group. During the six months ended
30 June 2014, the Group incurred a
loss of approximately HK$71,358,000
and had a net operating cash outflow
of approximately HK$123,115,000
due to the market downturn and
significant change in operating
and regulatory environment of the
Group’s subsidiaries. As at 30 June
2014, the Group had net current
liabilities of HK$1,611,566,000 and the
Group’s total borrowings amounted
to HK$2,072,946,000, out of which
HK$1,553,511,000 will be due within
12 months as at 30 June 2014. The
current borrowings mainly included
certain bank and other borrowings of
HK$1,529,637,000. The cash and cash
equivalents of the Group amounted to
HK$34,114,000 as at 30 June 2014. In
addition, the Company and certain of
its subsidiaries are parties to various
legal claims as detailed in Note 23 to
the condensed consolidated interim
financial information.

These conditions indicate the existence
of material uncertainties which may cast
significant doubt on the Group’s ability
to continue as a going concern and
therefore it may not be able to realise
its assets and discharge its liabilities in
the normal course of business.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION
(continued)

21

Going concern (continued)

In view of such circumstances, the
directors of the Company have given
careful consideration to the future
liquidity and performance of the Group
and its available sources of financing
in assessing whether the Group will
have sufficient financial resources to
continue as a going concern. Certain
measures have been taken to mitigate
the liquidity pressure and to improve its
financial position which include, but not
limited to, the following:

(1) On 21 January 2013, the Group
entered into a non-binding
framework agreement with
Beijing Wincapital Management
Co., Ltd. (“Beijing Wincapital”)
in relation to the disposal of a
30% equity interest in S.E.A.
Mineral Limited (“SEAM”), a
wholly-owned subsidiary of the
Group. The aggregate disposal
consideration is expected to be
approximately RMB900 million
(approximately HK$1.1 billion).
The proposed transaction is
at the finalisation stage and
no formal sales and purchase
agreement has been entered into
up to the date of approval of this
condensed consolidated interim
financial information. Longer
than expected time was spent on
negotiation of the detailed terms
and conditions because of the
rapid change in operating and
regulatory environment of SEAM
since the framework agreement
was signed. In connection with

L
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

2

BASIS OF PREPARATION
(continued)
Going concern (continued)

21

(M

(continued)

the proposed disposal, Beijing
Wincapital arranged certain
loan finances to the Group in
the amount of RMB449 million
(equivalent to approximately
HK$566 million) as at 30 June
2014, details of which have been
disclosed in Note 17. These
borrowings can be used to
offset the disposal consideration
should the proposed disposal
be completed. Subsequent
to the period end, Beijing
Wincapital arranged further loan
finance to the Group totaling
RMB251 million (equivalent to
approximately HK$316 million)
which can also be used to offset
the disposal consideration
should the proposed disposal
be completed. These RMB251
million borrowings are
unsecured, bearing interest
at commercial terms and are
mainly for period of six months.
Currently, management expects
that all the details and terms of
the proposed disposal can be
finalised before the end of year
2014; and the Group will be able
to offset all these borrowings
and collect the remaining
disposal consideration in full
immediately upon completion
of the disposal. The directors
believe that the disposal can
significantly strengthen the
cash flow position of the Group
as a whole in the near future.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION
(continued)
2.1 Going concern (continued)

2

Apart from the liabilities
mentioned in point (1) above,
the Group had total bank
and other borrowings of
HK$2,072,946,000 as at 30 June
2014, out of which approximately
HK$1,553,511,000 will be due
for repayment in the coming
twelve months from the end
of the reporting period. The
Group has been actively
negotiating with the lenders for
the renewal of these borrowings
as necessary when those
borrowings fall due in 2014.
Based on the past experience,
the Group did not encounter
any significant difficulties in
renewing the borrowings and
the directors are confident that
all necessary borrowings can
be renewed when necessary.
During the six months ended 30
June 2014 and up to the date
of approval of the condensed
consolidated interim financial
information, bank borrowings
with aggregate principal
amounts of HK$152,627,000
were successfully renewed for
another twelve months from their
respective original due dates.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

2 BASIS OF PREPARATION
(continued)
2.1 Going concern (continued)

©)

The Group is also negotiating
with various financial institutions
and identifying various options
for financing the Group’s working
capital and commitments in the
foreseeable future.

The Group is also maximizing its
sales effort, including speeding
up of sales of its existing
inventories and seeking new
orders from overseas markets
(including Taiwan) on developed
new products, and implementing
more stringent cost control
measures with a view to
improving operating cash flows.

The Group has engaged legal
advisors to handle all major
litigation matters as detailed
in Note 23 to the condensed
consolidated interim financial
information. In preparing this
condensed consolidated
interim financial information, the
directors have also obtained
advice from legal advisors on
these matters and, based upon
which, are of the view that the
Group will be able to resolve
these matters with no significant
cash outflow in the next twelve
months.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION
(continued)

21

2.2

Going concern (continued)

The directors have reviewed the
Group’s cash flow projections prepared
by management. The cash flow
projections cover a period of not less
than twelve months from the end of
the reporting period. They are of the
opinion that, taking into account the
above-mentioned plans and measures,
the Group will have sufficient working
capital to finance its operations and to
meet its financial obligations as and
when they fall due within the next twelve
months from the end of the reporting
period. Accordingly, the directors
are satisfied that it is appropriate to
prepare the condensed consolidated
interim financial information on a going
concern basis.

Accounting policies

The preparation of the condensed
consolidated interim financial
information requires management
to make judgments, estimates and
assumptions that affect the application
of accounting policies and the reported
amounts of assets and liabilities,
income and expense. Actual results
may differ from these estimates. In
preparing this condensed consolidated
interim financial information, the
significant judgments made by
management in applying the Group’s
accounting policies and the key
sources of estimation uncertainty were
the same as those that applied to the
annual financial statements for the year
ended 31 December 2013.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

EEEEN=lk il by e

2 BASIS OF PREPARATION

(continued)

2.2 Accounting policies (continued)
The accounting policies used in
the preparation of the condensed
consolidated interim financial
information are consistent with those
used in the annual financial statements
for the year ended 31 December 2013,
except as mentioned below.

(a) Effect of adopting amendments
and interpretation to existing
standards
The following amendments
and interpretation to standards
are mandatory for accounting
periods beginning on or after
1 January 2014. The adoption
of these new standards,
amendments and interpretation
to standards does not have any
significant impact to the results
and financial position of the
Group.

IFRS 10, IFRS 12
and IAS 27 (2011)
(amendment)

Investment entities

IAS 32 (amendment)  Offsetting financial assets and
financial liabilities

IAS 36 (amendment)  Recoverable amount disclosures
for non-financial assets

IAS 39 (amendment)  Financial instruments: recognition
and measurement

IFRIC Int 21 Levies
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR T AR

THEE 2014

2  BASIS OF PREPARATION 2 mREEEE
(continued)
2.2 Accounting policies (continued) 22 EEFECK(E)

(b)  New standards and (b) EEHEERENZ
amendments to standards that FrEBRER Z 55T
have been issued but are not
effective

IFRS 9 (2014) Financial instruments®® BRSBTS 3R 5B SRTA®
FOWH(ZT—MmF)
IFRS 11 Accounting for acquisitions of B B 15 R 5 2 R DSHELEDE
(amendment) interests in Joint Operations®® ZNHETA) R BEHRIEE
IFRS 14 Regulatory deferred accounts® BRSBTS 3R 5B EERTEHRF
F145
IFRS 15 Revenue from Contracts with BRSBTS 3R 5B BREPEH
Customers® £155% HHA©
IAS 16 and IAS 38 Clarification of acceptable BB &R ERIE 1657 S ER
(amendment) melhqu pf depreciation and REBEHRARBE  gurammso
amortisation®® :
IAS 19 (amendment)  Defined benefit plans: employee SERRAERIE
contribution® RBEHH
IAS 27 (amendment)  Equity method in separate B & EHAERIE 27 5 BRUERRZ
financial statements®® (B3TA) Rz
IFRSs (amendment)  Improvements to IFRS 2010-2012 BIFR B H B S 4R —E-TFE-T
cycle and 2011-2013 cycle! (CCHEN) ——FRHR-F
——FEZT-=
FIRARRM SR
EAERI RO O
IFRSs (amendment)  Improvements to IFRS 2012-2014 BB TSI AR T FE-X%
cycle® (ERTA) — 4B BB BN At
B AR
HIBUE®
a Effective for the Group for annual ™ RZZE—HF—A
period beginning on 1 January — BB FES
2015 TR S B AR
@ Effective for the Group for annual @ RZT—XFE—A
period beginning on 1 January — AR ZFEH
2016 RSB AR
@ Effective for the Group for annual @ RZZE—+F—A
period beginning on 1 January — BB FES
2017 R S B AR
@ Effective for the Group for annual @ RZFT—N\F—A
period beginning on 1 January — AR ZFEH
2018 RSB LR




CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

L

2

e M E R

BASIS OF PREPARATION

(continued)

2.2 Accounting policies (continued)

(b) New standards and

amendments to standards that
have been issued but are not
effective (continued)
The directors are in the process
of assessing the impact of the
adoption of these new standards
and amendments to standards
on the results and financial
position of the Group.

FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety
of financial risks: interest rate risk, credit risk,
foreign currency risk and liquidity risk. There
have been no change in the risk management
policies since 31 December 2013.

OPERATING SEGMENT
INFORMATION

For management purpose, the Group has one
reportable operating segment: the trading of
ore and the manufacturing and sale of iron
and steel products. Management monitors
the operating results of the Group’s business
units as a whole for the purpose of making
decisions about resource allocation and
performance assessment.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR T AR

5 REVENUE AND OTHER GAINS 5
Revenue, which is also the Group’s turnover,
represents the net invoiced value of goods
sold, net of value-added tax.

e 2 2 L fth 22
WA T ED AR 2 98 - SE
B2 BRFE EMRIEER) ©

Six months ended 30 June
BEARA=THLAXEA

2014 2013
—E—mE —T—=4F
HK$’000 HK$'000
FET FHET
Revenue Wz
Sale of goods: HE
Stainless steel base materials %A &K 82,497 36,143
Ni-Cr alloy steel ingot 2IA i 38,956 48,654
Ferro-nickel alloys and others  $R#4 4 & H A 57,197 38,977
Limonitic ores (note) B ETE (FsE) 22,755 849,536
Service income ARASUA - 303
Total revenue lheatit 201,405 973,613
Other gains, net Hi BRI F5E
Change in fair value of PTEeMTIAARER
derivative financial EE)
instruments 19,991 45,581
Gain on restructure of senior B4R E S EH & Ak
bonds and convertible bonds, &E& & E4E
net (Notes 17 and 18) (517 % 18) 123,884 -
Government grants B BY - 100
Foreign exchange (loss)/gain, SEX (&538), &A% 58
net (2,180) 4,448
Gain on disposal of property, HEV% « BE KR
plant and equipment B Pl 1,053 103
Others Hith 3,053 4,202
Other gains, net Hi A7) F58 145,801 54,434
Note:  The relevant Indonesian governmental authorities s - EREERTEEC S M - REE
has promulgated that unprocessed ore export FRBEEB DO EFAAFAE
by mining business licence holders in Indonesia BEADB-FT-HWE-A+=H
(“IUP Holders”) would be banned from 12 RO RMIES « BRIEST
January 2014 onwards unless the IUP Holders AIEREACRBHEMNETEE R
have carried out processing and refining RBRREBOEBEREE M
domestically according to the relevant regulations TN KRR AR - WARE %2 ZAH R A
regarding implementation of activities of business BEITRIR KR RAIKRIN - Bt -
of minerals and coal mining and have conducted PT. Ylwan M\nlng E-Z—mMFE—A
refining and smelting in accordance with those += FIERAAKEEORNT
relevant laws. Consequently, PT. Yiwan Mining ﬁtﬁ%E fﬁﬁ?ﬁ?‘ﬁ%ﬂ-‘? HiEiwAa
ceased to export unprocessed iron ores to the BH¥ER -

Group and the Group’s iron ores trading business
also suspended with effect from 12 January 2014.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e

e M E R

LOSS BEFORE TAX

The Group’s loss before tax is arrived at after

charging/(crediting):

Staff costs (including
Directors’ remuneration):
Salaries
Retirement benefit scheme

contributions and

other costs
Equity-settled share-based

compensation (credit)/

expense

Total staff costs

Cost of inventories sold
Research expenses
Depreciation (Note 11)
Reversal of provision
for impairment losses of
inventories
Amortisation of intangible
asset (Note 12)
Amortisation of prepaid land
lease payment
Reversal of impairment
losses of trade receivables
Minimum lease payments
under operating leases
in respect of buildings and
equipment
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Six months ended 30 June
BEXA=+HLEAXER

2014 2013
—E—-mF —E—=F
HK$’000 HK$'000
FBT FHT
29,150 36,188
871 4171
(564) 1,513
29,457 41,872
166,039 800,385
2,745 -
66,923 70,977
- (38,341)
3,243 60,701
2,954 2,913
- (1,416)
1,318 2,862




HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR T AR

7 FINANCE COSTS, NET

7 BEREFEHR

Six months ended 30 June
BEXA=THLAEA

2014 2013
—E-F —E-=F
HK$’000 HK$’000
FExT FET
Finance income MEWA :
Interest income on time TEHRTF R B A
deposits 3,322 3,097
Finance costs RME R :
Interest on bank loans and RITER R
other borrowings HpEEHNE (90,328) (121,957)
Interest on convertible bonds AT #AZEH 7 & (23,598) (19,916)
... (113928 (141.873)
Finance costs, net &R AR (110,604) (138,776)
8 INCOME TAX 8 FiE®H
The Group is subject to income tax on an AEBERERBEAERELSIRER

REERE R TE%&W%%EE
G (2 30 ik N U PSR -

entity basis on profits arising in or derived
from the jurisdictions in which members of the
Group are domiciled and operate.

RIEFSHE RABELEEER
RO AEBRFEEHE REE
B B EAGMEAMEN -

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

WIBRITAD > REBLEZARR
AIREMBARERAEBNEHE
RE165%(ZF—=F 1 16.5%) °

The applicable Hong Kong profits tax rate
of the Company and its subsidiaries, which
operate in Hong Kong was 16.5% (2018:
16.5%) based on existing legislation.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

INCOME TAX (continued)

The applicable income tax rate of the
Group’s Singapore subsidiary, the CNR
Group Holdings Pte Ltd (“CNR Singapore”)
is 10% (2013: 17%). Effective from 1 July
2013, CNR Singapore has been granted to
a tax concessionary rate of 10% as it was
awarded Global Trader Programme Status by
International Enterprise Singapore for a period
of five and half years from 1 July 2013 to 31
December 2018.

The subsidiaries of the Group incorporated in
Indonesia were subject to a single income tax
rate of 25% (2013: 25%).

According to the PRC Corporate Income Tax
Law, the applicable income tax rate of the
PRC subsidiaries of the Group was 25% for
the six months ended 30 June 2014 (2013:
25%).

Frig®i (&)

AN 52 B N4 TR 2 §1 CNR Group
Holdings Pte Ltd ([ CNR #7103 1) &
BERABHREEARI0%(ZE—=
Fi17%) e BT —=ZF+t A —
H A8 + CNR 7003 78 57 hn 3% B BR 1
¥ERBRTHREBESHERM
ARZBERER10%HFH - HRE =
T—=FLA-—HEBE-_ZT—)/\F
+—A=t—HLABRAEY -

NEBMPDNEEMRILZHERR]
BIE5% 2 E— BB ER(ZT
— = 25%) BIF o

RIEPBRPERBRE  AEEP
EfRBARBE_ZT—NF A
=t+RHIEXNEAZERMEH B X
B25% (ZE—=4 : 25%) °

Six months ended 30 June
BEXA=THLAXEA

2014 2013

—E-mF —E=F

HK$’000 HK$'000

FExT FHT

Current income tax BVERFFIS 7 -

— Mainland China — PEIRRE 29 (128)
— Singapore — N - 30,358
Deferred income tax IEIEFTISHL 1,244 (2,329)
Income tax expense S fimX 1,273 27,901
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

DIVIDENDS

The Directors do not recommend the payment
of an interim dividend for the year ending 31
December 2014 (2013: Nil).

LOSS PER SHARE

Basic

The calculation of basic loss per share is
based on the loss for the period attributable
to equity holders of the Company, and the
weighted average number of ordinary shares
of 2,553,040,200 (2013: 2,512,391,986) in
issue during the period.

Diluted

The calculation of diluted loss per share for
the six months ended 30 June 2014 and 30
June 2013 is based on the loss attributable
to equity holders of the Company, adjusted
to reflect the interest on, and change in fair
value of the derivative component of the 8%
Coupon Convertible Bonds and 6% Coupon
Convertible Bonds and equity-settled share-
based compensation. The weighted average
number of ordinary shares used in the
calculation is the weighted average number
of the ordinary shares in issue during the
period, as used in the basic loss per share
calculation, and the weighted average number
of ordinary shares assumed to have been
issued at no consideration on the deemed
exercise or conversion of all dilutive potential
ordinary shares into ordinary shares.

Diluted loss per share is the same as basic
loss per share for the six months ended 30
June 2014 because the impact of dilution
of the 6% Coupon Convertible Bonds, 8%
Coupon Convertible Bonds and share options
is anti-dilutive.

10

Rk B B

rE
EETHBERBAE_FT—OF
TZA=+—RULEFEZPHRS
(ZZ2—=%:8)-

BREE

HAR
BREREEBIIBEARRRERS
BEAREHABERPASEHITE
A% 2 hkEF A% 2 2,553,040,200
B(ZZF—=% :2,512,391,986 1% )
FTE -

e
HE_Z-—NFAA=ZTAR=ZE
_/EF/\H =THIEAEAZER
BHEBDIRBARTREREA
FERBIEFTE - WIFHFB AR
8B BRI AR ES & 6B B AR RE
FRZMERTETARBA 2 ARE
BEEPHRAREEE 2 BRREE -

REtEZE LH@D@E?WJ&%{
RERD BT ERBRZ TR

H(HEFESRENGIEEAER
/) LA RMBRREFT A B LBk
WRABITEN AR AT BREFEE
ERRBITZ LB IIRREL -

BEREERANMARE_T—MF
NA=ZTHLENEANERERE
BEE - REARCERAIAKES
MSESAMRESFNEELEL
B E R EEEPTEL -
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

L

10

e M E R

LOSS PER SHARE (continued)
Diluted (continued)

The calculation of diluted loss per share for
the six months ended 30 June 2013 is based
on:

Loss attributable to equity holders of
the Company, used in the basic loss
per share calculation
Interest on the 6% Coupon Convertible Bonds
Change in fair value of the derivative
component of the 6% Coupon
Convertible Bonds

Weighted average number of ordinary
shares in issue during the period used
in the basic loss per share calculation

Effect of dilution — weighted average
number of ordinary shares:

— The 6% Coupon Convertible Bonds

INTERIM REPORT 2014

BRERE(E)

#E (F)
HE_ZT—=FA=1+HILE
R EREBEBETIRE T EEH

=
B

10

HK$'000
FAET
AR ESRELREER 2
RARIRERE ABEEE
(101,831)
6 E BRI ESHFE 19,916
6EERRRERITED 2
AREEZH
AR RES (45,581)
(127,496)
Number of
shares
avar 4=

AT ESREREEBZHA
B 347 E MmNk F I L &
2,512,391,986
e E — TmikinE
FIREE -
—BEEMIRES 353,708,563

2,866,100,549



HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR T AR

11 PROPERTY, PLANT AND 11 Y% BRERRE
EQUIPMENT
HK$’000
FHET
As at 1 January 2014 R-E—NFE—F—H 1,928,122
Additions NE 22,094
Depreciation charge for the period BAITE (66,923)
Foreign exchange realignment INETE ERE (19,217)
As at 30 June 2014 RZZ—WMFERA=+H 1,864,076
12 INTANGIBLE ASSET 12 EBREE
HK$°000
FHET
Exclusive offtake right BREREE
As at 1 January 2014 RZZE—NF—HA—H 2,387,786
Amortisation provided during the period HAPO A 8 (3,243)
As at 30 June 2014 RZT—NFEA=1+H 2,384,543
13 INVENTORIES 13 ®E
30 June 31 December
2014 2013
—E-mE —E-=F
ANA=t+tH +ZA=+—H”
HK$’000 HK$'000
FHERT FET
Raw materials R 162,038 190,498
Work in progress TS 262,841 345,753
Finished goods BIAK G 3,062 3,643
Spare parts and consumables &1 % 5 # 42,646 24,756
470,587 564,650
Less: Provision for impairment & : J5i & & (67,257) (90,050)
403,330 474,600
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

EEEEN=lk il by e

14 TRADE AND NOTES RECEIVABLES
An aging analysis of the trade and notes
receivables at the end of the reporting period,

14 BEHRERERREREE
R|ERR - REZARAEZE
UBRR K R R B 2 BRER D AT A TS

15

based on the invoice date, is as follows:

Within 90 days 90HK

91 to 180 days 91£180H
181 to 365 days 181E365H
Over 1 year Hid1F

Less: Provision for impairment S : S8 & &

PREPAYMENTS, DEPOSITS AND

OTHER RECEIVABLES

30 June 31 December
2014 2013
—E-F —T—=
ANA=t+H +=ZA=+—H
HK$’000 HK$'000
FET FET
52,767 52,801
2,367 10,989
2,208 37,181
23,092 30,731
80,434 131,702
(23,092) (23,314)
57,342 108,388

15 FEANKIEA - REREMEKRRK

B

30 June 31 December
2014 2013
—B-0F ==
ANA=+H +ZA=+—H
HK$’000 HK$'000
FET FAT
Prepayment to PT. FEfFPT. Yiwan Mining
Yiwan Mining e 92,867 85,828
Prepayments to other suppliers &/ E fib 4 fE 5 > 5k 18 111,751 25,237
Other prepayments HA TR RIE 2,939 4,813
Other receivables H A FEUGRIE 37,634 36,287
Value-added tax recoverable — aJUg Bl {E 7T 63,440 56,916
Current portion of land lease b & 78 2 BN EIERD
payments 4,523 4,465
313,154 213,546
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

16

CASH AND CASH EQUIVALENTS

LAk

16

AND PLEDGED TIME DEPOSITS

Cash and bank balances
Time deposits

Less: Pledged time deposits

for bank borrowings
(Note 17(a))

Pledged time deposits
for issuing bank
acceptance notes

Pledged time deposits
for senior bonds and
convertible bonds

Cash and cash equivalents

e RIRITHER

W BIRTTERZ B
FEHTFH
(Mf3E17(a))

RESIRITEANLEER
2 BTN

RELES LB
[CEaPA=E S
EZN

e kBieSED

A B E R

ReRBRSSEYHRCEARE
HEX

30 June 31 December

2014 2013

—B-mF —T-=F
AR=+AE T-A=+-—A
HK$’000 HK$'000

FET FET

34,114 54,065

814,074 858,950

848,188 913,015
(531,746) (495,021)
(282,315) (350,644)
(13) (13,285)

34,114 54,065
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR AR

L

17

BANK AND OTHER BORROWINGS

Current

Bank loans — unsecured

Bank loans — secured

Other borrowings — unsecured
Other borrowings — secured

The 10% Coupon Senior Bonds
The Modified 10% Coupon Bonds

Non-current

Bank loan — unsecured

Bank loans — secured

Other borrowings — unsecured
Other borrowings — secured

The 12% Coupon Senior Bonds
The 10% Coupon Senior Bonds
The Modified 10% Coupon Bonds

INTERIM REPORT 2014

i)
FTER—EEA
FTER—BER
AR —E0R
AR —AER
WESERES
BETIERER

b3t ]
BITER — BER
BITER —HER
EfhiE — EER
EfEE—FER
1RESERES
0ESELES
BET0ESER

=4a o o

S

2o 0 o s

17 HRITERRHMEE
30 June 2014 31 December 2013
“E-MEXAZTA Z3-=5+zZA=1-H
Contractual Contractual
interest interest
rate (%)  Maturity ~ HK$'000  rate(%)  Maturity  HK$000
AERIE BRNE
(%) HEA TER (%) 3HA TR
6.0-10.0 2015 184202  56-100 2014 274,930
5.6-10.0 2015 436345  69-100 2014 165,346
8.0-21.6 2015 595,157  80-432 2014 338370
10.0-11.4 2015 313,933 - - -
- - - 100 2014 422,758
100 2015 23,874 - - -
1,553,511 1,201,404
728 2016 62,989 72 2016 63,59
22-325 2016 233308  23-33 2015 466,665
- - - 80 2015 19,375
- - - 100 2015 254,378
10 2018 223,138 - - -
- - - 100 2015 55,011
- - - 100 2015 21,196
519,435 880,221

2,072,946

2,081,625



HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR T AR

17 BANK AND OTHER BORROWINGS 17 RTERRHMEE (8)

(continued)
Notes: BT
(a) Bank loans — secured (a) BITER — HEA

At 30 June 2014, the secured bank loans
comprised of: (i) a bank loan of HK$62,988,000
(31 December 2013: HK$63,595,000) secured
by certain leasehold land in Mainland China
with a net carrying amount of HK$160,316,000
(81 December 2013: HK$161,062,000); (ii) a
bank loan of HK$62,988,000 (31 December
2013: HK$63,595,000) secured by a parcel of
leasehold land in Mainland China and buildings
and plant and machinery with net carrying
amounts of HK$Nil (31 December 2013: HKS$Nil)
and HK$36,905,000 (31 December 2013:
HK$43,987,000), respectively, and the loan
was guaranteed by Mr. Dong; and (iii) a bank
loan of HK$37,793,000 (31 December 2013:
HK$38,156,000) secured by a parcel of leasehold
land in Mainland China with a net carrying
amount of HK$38,114,000 (31 December 2013:
HK$41,948,000); (iv) eight bank loans in a
total of HK$505,884,000 (31 December 2013:
HK$466,665,000) secured by bank deposits
of HK$531,746,000 (31 December 2013:
HK$495,021,000) (Note 16).

RZT—WEXA=1+0 5EE
EERITEREIE - (VAS TR RS
K BE - B E % E & 160,316,000
BT ZEZ—=F+_A=+—
B : 161,062,000 7T ) # f & +
3 VE 7% 5 1 #9 8R 77 B 3162,988,000
BT ZE—=f+=-R=+—
H : 63,595,000/ 7T ) : (i) LA — 18
IR BIAEE  BEEFEATHAT
—T—=F+ZA=+—H: %
BI)MAE T A RKEEFEA
36,905,000 T(Z T —=F+=
B =+ — B : 43,987,000/ 7T ) &
BF - BB R R E R RT
B 7062,988,000/% T (=T — =
+ = A =+ — B : 63,595,000/
T ZEFRAEEEEER: R
(i) LA — B8 {2 7 7 B K BE - BR T %
8 438,114,000 T (=T — =
+=A=+—H : 41,948,000 7T)
MEE L ERIERORITER
37,793,000 L (ZE—=F+=A
=+ — A :38,156,0005 7T ) : (iv)
A 531,746,000 T( =T — = 4
+=A=+—0 : 495,021,000/ 7T)
NIRTERIERBHRONERTE
6 #£505,884,000 BIL(=ZFT—=
F+ZA=+—H : 466,665,000%
7o) (KizE16) ©
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

17 BANK AND OTHER BORROWINGS 17
(continued)

Notes: (continued)

RTERREMEE (F)

GERRC

(b)

Other borrowings — unsecured

At 30 June 2014, the unsecured other borrowings
included: (i) a loan from an independent
third party of US$2,500,000 (equivalent
to HK$19,375,000) (31 December 2013:
HK$19,375,000), which bears interest at a rate
of 8% per annum; (ii) loans from the ultimate
holding company of the Group consisting of
amounts of SG$1,800,000, US$2,130,000 and
HK$32,022,000 (equivalent to HK$61,799,000 in
aggregate) (31 December 2013: $51,940,000),
which bear interest at 8% per annum except
for an amount of US$2,841,000, which is
interest free; and (iii) a loan of RMB148,000,000
(equivalent to HK$186,445,000) (31 December
2013: HK$220,037,000) from an independent
third party, which bears interest at a rate of
12% per annum; (iv) a loan of RMB$16,000,000
(equivalent to HK$20,156,000) (31 December
2013: HK$15,517,000) from Mr. Dong'’s relatives,
which bear interest at a rate of 46% per annum,
respectively; (v) 3 loans of RMB$15,000,000
(equivalent to HK$18,896,000) (31 December
2013: HK$50,876,000) from independent third
parties, which bears interest at rates of 12-18%
per annum; (vi) 5 loans of RMB229,000,000
(equivalent to HK$288,486,000) (31 December
2013: Nil) from independent third parties, which
bears interest at rates of 18% to 21.6% per
annum.
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(b)

Hitr & — mIg|
RZT—EXA=10 -« &KHF
HiftEERIE (VB IE=H1E
A 8 B $2,500,000% JT( 18 & R
19,375,000 L) (ZTE—=F+=
A =+ —H8:19,375000/% 7T )
REFMEGEFE (DA AEE
BRIERAABAER ZEX
£ #%1,800,000% 7T * 2,130,000 3%
7T % 32,022,000 7T (48 & W &
61,799,000 L) (ZT—=F+=
A=+—H :51,940,000%7T) * Bk
T B #%2,841,000% T &% BN
Hih ERBFFNESER B K&
(INABIE=ZFEBEAERARE
148,000,000 7T (18 & 17 186,445,000
BL)(ZE—Z=ZF+=ZA=+—
H : 220,037,000/ 7T ) * & F F &
12858 (V) ME LA Z BREA
B 5 A R # 16,000,000 70 ( # & R
20,156,000 7T) (ZF—=F+=
A=+—H:15517,000%7T) * &
FRIEWEFE  (VVABLE=H
B A =8 E 5% A R% 15,000,000 70
(FBE 7 18,896,000 7T) (ZT—=
#+ = A=+ — B :50876,000
BEIL) RFERNE12E F18F &
Bi(VIABIE=AEARES
A R #229,000,0007C (4 & 7
288,486,000/ 7T) (ZT—=4+—
A=+—8: Z%x)  REMNE18
EE216E5E °
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

BANK AND OTHER BORROWINGS
(continued)

Notes: (continued)

(c)

The 12% Coupon Senior Bonds

On 13 June 2014, the Company has completed
the restructuring of its 10% Coupon Senior
Bonds with aggregate nominal amount of
HK$390,990,000 and the 6% Coupon Convertible
Bonds with aggregate nominal amount of
HK$181,575,000 such that the maturity of these
bonds will be extended for three years to 2018
(“Debt Restructuring”). The key terms of the 10%
Coupon Senior Bonds have been amended as

follows:

(i)

(it)

(iif)

(iv)

Interest rate: 12% per annum, which is
payable quarterly in arrears;

Final maturity date: 12 December 2018;

Repayment: The Company shall redeem
the bonds at 100% of the remaining
principal of HK$390,990,000 in 8
quarterly instalments commencing 12
March 2017 to and including the Final
Maturity Date;

Redeemable in cash at the option of
the Company at their early redemption
amount calculated by using the bond
principal with an interest rate of 12%
payable on a quarterly basis, at any
time prior to the final maturity date,
providing that early redemption may not
be exercised by the Company within
30 days of the end of a specific close
period.

L

e M E R

RTERREMEE (F)

GERRC

(c)

12ERBAES
R-T—MFEXA+=8" ARQ7
5t Ak 55 48 H [ {8 & #£390,990,000
BTz 10ESBEESREES K
181,575,000/ 7T 2 6 [F & AT # iR &
5 BEZEEHFHOBIPETR
=FEE_Z-N\F(EBE48])-
10EBEBEBSHZ EERAETH
T

(i) FRE: 2B BFEX
HRTHIEO RIS, ¢

(i)

(iii) B ARRIERZZT—+
F=At+-BARESRIS
B(B#EZA) D8 MiRE
FEEEH 100% 88 T A&
%8.390,990,000 87T

(iv) AR BH B AT R -
ARARAEBAR S X R
FHOBEELES  EFE
DR ES AR RAIE
PREEFEXN AR
AR R RRE
Ft30 A AN {51 T Bl 15
%o
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

17 BANK AND OTHER BORROWINGS 17
(continued)

Notes: (continued)

RITERREMEE (F)

GERRC

(c)

The 12% Coupon Senior Bonds (Continued)
The 10% Coupon Senior Bonds and the 6%
Coupon Convertible Bonds have been accounted
for as extinguishment of financial liabilities and
the amended Senior Bonds (“12% Coupon
Senior Bonds”) and amended convertible bonds
(“8% Coupon Convertible Bonds”) have been
recognised upon the completion of the Debt
Restructuring.

The 12% Coupon Senior Bonds with the
embedded redemption options, were initially
recognised as a debt host contract, which was
measured using an equivalent market interest rate
for a similar bond without a redemption option,
and are subsequently carried at amortised cost.
The embedded redemption options, were initially
recognised as an embedded derivative, which
was measured using valuation technique. At its
initial recognition on 13 June 2014 and at the
end of the reporting period, the fair value of the
embedded redemption options was insignificant.
The fair value of the 12% Coupon Senior Bonds
was valued by Greater China Appraisal Limited.
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(c)

12E B EERS ()

10E B EEEFR6E S Mk
FEIIRASRAGBZEE M2
EAIMELEF(12ESEEE
# 1) R BT ARERES ((8E L
A ES ) BN TR ESEAR
R o

12ERBERFERNE ZHOE
NFHRAREBEAR - REUE
5 B Y £ 25 RO AR R T 35 I 3R
A8 BN ERKASIE AE
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

BANK AND OTHER BORROWINGS
(continued)

Notes: (continued)

(c) The 12% Coupon Senior Bonds (Continued)
The movements of the liability and derivative
components of the 12% Coupon Senior Bonds
for the six months ended 30 June 2014 are as
follows:

At 13 June 2014
(initially recognised)
Interest expense

R-ZE—mFRA+=H
(TR

FBRX

At 30 June 2014,
non-current

JERNER

(d) The 10% Coupon Senior Bonds
On 12 December 2007, the Company issued
20,000 zero coupon convertible bonds due 2012
at HK$100,000 each with an aggregate nominal
value of HK$2,000,000,000 (the “Zero Coupon
Convertible Bonds”) which were subsequently
traded on the Stock Exchange.

On 10 November 2010, the Company exchanged
97.85% of the Zero Coupon Convertible Bonds
with: (1) a cash payment of HK$20,000 for each
HK$100,000 in principal amount of the Zero
Coupon Convertible Bonds; and (2) 13,748
10% coupon convertible bonds due 2012 at
HK$100,000 each with an aggregate nominal
value of HK$1,374,800,000 (the “10% Coupon
Convertible Bonds”).

Rk B B

17 RTERREMEE (F)
e« ()
(©  12EBEEMES ()

BE-_ZT-NENA=1+HLEANE
A 12EREEREF 2 ABERITAE

R-B-—OFERA=+H"

TAH ZEEHWT :

Liability Embedded
component derivatives Total
SERS REHTETR st
HK$’000 HK$’000 HK$’000
FET FHET FEx
219,351 - 219,351
3,787 - 3,787
223,138 - 223,138

(d) 10ERELES
RZZZLF+=A+=H AR
B B2 #1720,0001) & 8 7] 42 i (5
FoMZE-ZFEE §HKE
100,000/#7T + #2HfE2,000,000,000
B TemBkfEs])  Egd
BESRBRMES -

RZZE—ZF+—A+8  AQF
AT EIER T SRk EH 2
97.85% : (1)% 100,000 7T A& & 58
T B AT AR 65 %5 B € 1458 20,000 %8
JC ¢ K (2) AR & LA 15 100,000 74
TLEITE 13748 R Z T — ZF 5|
HZ10ERAMRES  REER
1,374,800,0007% 7T ([ 102 B AT # %
EH) °

THEE 2014




CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
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AN
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A A B E R

BANK AND OTHER BORROWINGS
(continued)

Notes:

(d)

(continued)

The 10% Coupon Senior Bonds (Continued)
On 12 June 2012, the Company further
exchanged 97.87% of the 10% Coupon
Convertible Bonds with: (1) 39,099 10% coupon
senior bonds due 2015 at a principal amount
of HK$25,000 for the 10% Coupon Convertible
Bond of principal amount of HK$100,000 with an
aggregate nominal amount of HK$977,475,000
(the “10% Coupon Senior Bonds”); and (2)
13,033 6% coupon convertible bonds due 2015
at a principal amount of HK$25,000 for the 10%
Coupon Convertible Bonds of principal amount of
HK$100,000 with an aggregate nominal amount
of HK$325,825,000 (the “6% Coupon Convertible
Bonds”).

Some of the key terms of the 10% Coupon Senior
Bonds are as follows:

(i) Interest rate: 10% per annum, which is
payable quarterly in arrears;

(i) Final maturity date: 12 March 2015;

(i) Repayment: The Company shall redeem
the bonds at 100% of the principal
amounts in 9 specific instalments on the
dates falling 9, 12, 15, 18, 21, 24, 27, 30
and 33 months after the issue date;

(iv) Premium: on 12 December 2012,
the Company will pay a premium of
HK$7,792.50 per HK$25,000 in principal
amount of the 10% Coupon Senior Bonds
to each bondholder;
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10 ESEEESH (F)
RZT——FXA+=8 £AQ7
E—SUTHIFERZIRI0E LR
BR & % 2 97.87% : (1) B4 100,000 7%
TASREI0ERARRES - ik
AN E 25,0008 TR T —AF5|
HFJZwF S Bk EH - 39,099
© 4B B /977,475,000 7% 7T ([ 10
ERELES D }(2)kA 100,000
BITASE0E B ARRKRES - %
WAL FE25000B TR T —HF
B2 6 B AR S - $£13,033
5+ # T {E /325,825,000 7T ([6
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10E B EBEESBY ERERNT

(i) FEFR 0B BFEX
HATEREN IR,

(i) RASEIERR —RF=
A+=8:
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR T AR

17 BANK AND OTHER BORROWINGS 17 MITERRHEMEE (&)

(continued)

Notes: (continued) BT (48

(d) The 10% Coupon Senior Bonds (Continued) (d) 10 ESEEMS (8D

(v) Redeemable in cash at the option of (v) R-ZT—=F+=-A+=H

the Company at their early redemption %21 RIERAEE R AT
amount calculated by using the bond IR - AR A B AE AR
principal with an interest rate of 10% © X 1R F WG W E E
on a quarterly basis, at any time on or ) REBLOHREESLS
after 12 December 2013 and prior to the BRAE10EERFEFE -
final maturity date, providing that early AR RPN E E BRI AR 45
redemption may not be exercised by the REMLFIOARNTERE
Company within 30 days of the end of a fEEE S o

specific close period.

The 10% Coupon Senior Bonds with the 10EEBEBEHFERNEG ZELOE
embedded redemption options as a whole, BRERAABENSERAESE
were initially recognised as a debt host contract AR BEUETSERENES
at its fair value, which was measured using MRS FXRTE - Hg A%
an equivalent market interest rate for a similar AKAFI(E °

bond without a redemption option, and are
subsequently carried at amortised cost.

The movements of the liability and derivative BE-_ZT—NNEXA=Z+THIEAHE
components of the 10% Coupon Senior Bonds A 10ESBEEF2ABERITE
for the six months ended 30 June 2014 are as TABH 2 BEHWMOT -

follows:

Liability Embedded

component derivatives Total

aEHs RETETR it

HK$°000 HK$°000 HK$’000

FHET FHET TR

At 1 January 2014 R-_Z—mE—A—8 477,769 - 477,769
Interest expense MEFEX 25,628 - 25,628
Repayment BR (119,653) - (119,653)
Extinguishment i) (383,744) - (383,744)
At 30 June 2014 R-Z—m&EXA=+H - - -
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

17 BANK AND OTHER BORROWINGS 17
(continued)

Notes: (continued)

RTERREMEE (F)

GERRC

(e)

Other borrowings — secured

As at 30 June 2014, other secured borrowings
comprised of: (i) RMB200,000,000 (approximately
equivalent to HK$251,953,000) (31 December
2013: RMB200,000,000 (approximately equivalent
to HK$254,378,000)) was under a secured
financing provided by China Fortune International
Trust Co., Ltd., a company established in the
PRC with limited liability and is an independent
third party to the Group (“China Fortune Trust”)
for a term of two years; and (ii) RMB49,200,000
(approximately equivalent to HK$61,980,000) (31
December 2013: Nil) under a secured financing
provided by Gongyi Jiahui Technology Promotion
Service Centre LLP (“Gongyi Jiahui”), a company
established in the PRC with limited liability and is
an independent third party to the Group.

In consideration of the financing provided by
China Fortune Trust, (i) Zhengzhou Yongtong
Special Steel Company Limited (“Zhengzhou
Yongtong”) , an indirect wholly-owned subsidiary
of the Company has assigned to China Fortune
Trust certain rights and entitlements to all the
income generated or otherwise receivable, if
any, from the equity interest of its wholly-owned
subsidiary, Henan Yongtong Nickel Co., Ltd., and
(ii) Mr. Dong has provided a personal guarantee
in favour of China Fortune Trust, for such period
so long as the financing remains outstanding.

In consideration of the financing provided by
Gongyi Jiahui, (i) Easyman has agreed to charge
over a total of 1,307,786,705 ordinary shares in
the par value of HK$0.10 each in the share capital
of the Company held by Easyman to Gongyi
Jiahui, representing approximately 51.22% of the
issued share capital of the Company, as security
for the obligations of Zhengzhou Yongtong.
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M7 & ££1,307,786,705 i% & A% E
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

BANK AND OTHER BORROWINGS
(continued)

Notes: (continued)

(U]

The Modified 10% Coupon Bonds

According to an extraordinary resolution
dated 31 May 2012, amendments to the terms
and conditions governing the 10% Coupon
Convertible Bonds for the remaining 284 10%
Coupon Convertible Bonds with an aggregate
nominal amount of HK$28,400,000 (the “Modified
10% Coupon Bonds”) are as follows:

(i) delete the conversion right attached
to the 10% Coupon Convertible Bonds
and delete the terms in relation to the
adjustment to the conversion price;

(i) extend the maturity date of the 10%
Coupon Convertible Bonds from 12
December 2012 to 12 March 2015;

(iii) amend the maturity repayment in respect
of each 10% Coupon Convertible Bonds
from 131.1699% of the principal amount
to 100% of the principal amount;

(iv) delete the pre-agreed share price ceiling
as an event triggering the redemption
option of the Company, and remove
the capital event and the delisting
of the Company as a relevant event
triggering the redemption option of the
bondholders;

(v) amend the early redemption amount to
100% of the principal amount together
with any unpaid interest accrued thereto
on the redemption date.

The Group determined the fair value of the
Modified 10% Coupon Bonds based on the
valuation performed by Great China Appraisal
Limited using an equivalent market interest rate
for a similar bond without a conversion option.

L

e M E R

RTERREMEE (F)

IERNE |

) BIET10ER @S
BERSHA-Z——FAA=+—
HHRRIRER - #h T 284 BME

1628,400,000 7% 7T K9 10 & 8. A #2 %
EF ([EIERT10[E S E 5 1) Z 1R3K
RAGHHERTIAT

(i) T BR 10 2 8. 7T #2 A% £ % Bt
R SRR
BB IR

(ii) HI0E B AR ESEIEI A
H-Z——%+-A+=H
EE—T—RF=A+=H:

(iii) HEMH10E LT RRES
ZEHERERASTEZ
131.1699% X1 & K & 8 2
100% :

(iv) TSI S 1% E BRI B ERRAE
BB ADRIEERZESET
EERSIR - WEEARFMH
RADFRIEU B EHF
EABREEREBTMHE
BhgIR

(v) ETREBEEEASEL
100% 3 [F KA i 8] B Hi £ fa]
FEARMAFE -

AEETRBEEEFEFTRARF
AR ES (L&A ZBEN
SRR Z AEEELET10E
BEFZAREE
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

EEEEN=lk il by e

18 CONVERTIBLE BONDS

The 8% Coupon Convertible

Bonds

The 6% Coupon Convertible
Bonds

INTERIM REPORT 2014

18 HWHRRES

30 June 31 December
2014 2013
—E-ImEF —E—=
ANA=tH +=ZA=+—AH
HK$’000 HK$'000
FER FAET
8B SRl EFH
83,102 -
6 [E B A[RRIES
- 129,182
83,102 129,182
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

CONVERTIBLE BONDS (continued)
Some of the key terms of the 6% Coupon
Convertible Bonds are as follows:

@)

Convertible at the option of the
bondholders into fully paid ordinary
shares at any time from 12 June 2012
to 2 March 2015 at a conversion price
of HK$0.7834 per share (the “Initial
Conversion Price”). If on 12 December
2012 (the “Reset Date”), the volume
weighted average price of the shares
for the period of 15 consecutive
trading days on the Stock Exchange
immediately prior to the Reset Date
(the “Prevailing Market Price”) is less
than the then prevailing conversion
price, the conversion price shall be
adjusted to a price that is equal to
such Prevailing Market Price, provided
always that the conversion price as so
adjusted shall not be less than 75% of
the Initial Conversion Price (the “Floor
Price”). In the event that the Prevailing
Market Price is less than the Floor
Price, the conversion price shall be
adjusted to a price equal to the Floor
Price. Accordingly, the initial conversion
price of HK$0.7834 was adjusted to
HK$0.58 with effect from 12 December
2012 (the “Adjustment”). Apart from the
Adjustment, there is no change in terms
of the 6% Coupon Convertible Bonds;

18

L

e M E R

AR ES ()
6 8 AR E SIS E B HAW

T

(M)

BEHEFBATEER-F
——HEXNAt+-BE-Z
—AF= A=A HMEER
LA X 2 (B & 1R0.78347% 7T
(TMFHBRE]D RIRBEH
REBK - WRHEE =T
——F+ZA+ZRH(EX
BE ) MEEISERZ S B
HMEB AR 52 nE
FHE(EEMEDERE
RHRE  LREAFAERE
HERERMENER - Al
RELBETSAREZER
NTRBEDNTES (&K
Big]) - WEBRMEERR
HEEBE AREEARE
HERREEENER - B
It - ¥4 IR (E0.7834 8 T
EHAEFE0SB L BT
——F+-_A+-BHAEHX
([EEAZ]  -BEBAR
SN 6 [E BRI IR EF KA
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

18 CONVERTIBLE BONDS (continued)

(it)

(i

Redeemable in cash at the option of
the Company at their early redemption
amount calculated by using the bond
principal with an interest rate of 6% on
a quarterly basis, at any time on or after
12 December 2013 and prior to the
final maturity date, providing that early
redemption may not be exercised by
the Company within 30 days of the end
of a specific close period;

Redeemable in cash at the option of
the Company at their early redemption
amount calculated by using the bond
principal with an interest rate of 6% on
a quarterly basis, if at any time after the
first anniversary of the issue date the
volume weighted average price of the
shares over period of 30 consecutive
trading days on the Stock Exchange,
the last of which occurs not more than
5 days prior to the date upon which
notice of such redemption is published,
is greater than or equal to 125%. of the
then prevailing conversion price;

Premium: on 12 December 2012,
the Company will pay a premium
of HK$7,792.50 per HK$25,000 in
principal amount of the 6% Coupon
Convertible Bonds to each bondholder;
and

To be redeemed at 100% of its principal
amount on 12 March 2015. The 6%
Coupon Convertible Bonds carry
interest at a rate of 6% per annum,
which is payable quarterly in arrears.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

CONVERTIBLE BONDS (continued)
The Company determined the fair value of
the liability component of the 6% Coupon
Convertible Bonds based on the valuation
performed by Greater China Appraisal Limited
using an equivalent market interest rate for a
similar bond without a conversion option.

The Company also recognised a number of
derivatives, the values of which comprise:

(i) The fair value of the option of the
bondholders to convert the 6% Coupon
Convertible Bonds into ordinary shares
of the Company at the conversion
price; and

(ii) The fair value of the option of the
Company to redeem the 6% Coupon
Convertible Bonds.

These options are interdependent as only one
of these options can be exercised. Therefore,
they are not able to be accounted for
separately and a single compound derivative
financial instrument was recognised.

The fair values of the derivatives were valued
by Greater China Appraisal Limited using the
trinomial model.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
& T BT AR

18 CONVERTIBLE BONDS (continued)
On 13 June 2014, the Company has
completed Debt Restructuring, the terms
and conditions governing the 6% Coupon
Convertible Bonds have been amended as
follows:

0]

(it)

(iii)

(vi)

Amend the interest rate payable from
6% per annum to 8% per annum (the
“8% Coupon Convertible Bonds”);

extend the final maturity date of the 8%
Coupon Convertible Bonds from 12
March 2015 to 12 March 2018;

the price at which Shares will be issued
upon conversion of the Convertible
Bonds will be reduced from HK$0.7834
to HK$0.30 per Share from the Effective
Date, subject to adjustment in the
manner provided in the Convertible
Bonds Trust Deed;

amendment to the Conversion Price
reset mechanics to provide a reduced
Floor Price of HK$0.18;

amend the definition of “Relevant
Event” to ensure that the current
suspension of trading of the Shares on
the Stock Exchange will not constitute
a Relevant Event unless it continues for
a period of 120 consecutive calendar
days following 12 June 2014;

amend the Reserve Account
arrangements to reduce the Required
Minimum Balance from US$10,000,000
to US$1,000; and
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR T AR

18 CONVERTIBLE BONDS (continued) 18 WHERKRES (&)

(vii)  the addition of provisions which will (viiy  MIAEBIMEX - EXRER
require the Company to credit to MEEEBRAERRET
the balance of the Reserve Account HOBANEAERS - AQ
amounts calculated by reference to the RIBEBLBE OEEFEE
volume of dry tonnes of ore exported MEAZMEEtENEEE
to SEAM in the event that the current AFARBERESRAN - EE
restrictions imposed on the export ED R NGV R ok 3
of ores under the Exclusive Offtake K

Agreement are lifted and which will
require the Company to accelerate
the amortisation schedule in such
circumstances.

The 6% Coupon Convertible Bonds have been 6ESFMMRESFEIRACHA
accounted for as extinguishment of financial B2 MEETrBRRES
liabilities and the amended convertible bonds ([eEEMEES ) ENTENE
(“8% Coupon Convertible Bonds”) have been EERETER -

recognised upon the completion of the Debt
Restructuring.

The Company determined the fair value of AARISEEBAMBRELFEELD
the liability component of the 8% Coupon ZRARE HAEEFEERADA
Convertible Bonds based on the valuation HEUBTESBREENEEFNAER
performed by Greater China Appraisal Limited MIGH R EMIEHAGE -

using an equivalent market interest rate for a
similar bond without a conversion option.
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CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

EEEEN=lk il by e

18 CONVERTIBLE BONDS (continued)
The Company also recognised a number of
derivatives, the values of which comprise:

(i) The fair value of the option of the
bondholders to convert the 8% Coupon
Convertible Bonds into ordinary shares
of the Company at the conversion
price; and

(ii) The fair value of the option of the
Company to redeem the 8% Coupon
Convertible Bonds.

These options are interdependent as only one
of these options can be exercised. Therefore,
they are not able to be accounted for
separately and a single compound derivative
financial instrument was recognised.

The fair values of the derivatives were valued

by Greater China Appraisal Limited using the
trinomial model.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
e TR T AR

CONVERTIBLE BONDS (continued)

The movements of the liability and derivative
components of the 6% Coupon Convertible
Bonds and 8% Coupon Convertible Bonds for
the six months ended 30 June 2014 are as

follows:

6% Coupon Convertible Bonds
At 1 January 2013

Interest expense

Conversion into ordinary shares
Changes in fair value
Repayments

At 30 June 2013, non-current portion

At 1 January 2014
Interest expense
Changes in fair value
Repayments
Extinguishment

At 30 June 2014, non-current portion

8% Coupon Convertible Bonds
At 13 June 2014 (Initial recognised)

Interest expense
Changes in fair value

At 30 June 2014, non-current portion

6ESTARES

R-Z—=%—f—H

FERAX

BT B
AhBEEE

BR

RZE—=%A
=+8 - FEEEHS

RZE-NE—A—H
FIERX
ARBEZDY

BN

|
R=F-NFXRA
=0 - ENHEHS

SEEMRRES
RZZE—MERA
+=8(HHER)
FERX

AhEES
RZE—REFA
=10 - ENHBH

18 WiRES (&)
BEZZT—NFA=1+THIAE
B 6EEAIRRES RBE LA
REF2BERITENS 2EEHIN
T~

Liability
component of
convertible
bonds Derivatives Total
ARERES 2
aEHS fTEIR @t
HK'$000 HK$'000 HK$'000
FEL FEL FHET
177,660 101,592 279,252
19,916 - 19,916
(74,917) (35,517) (110,434)
- (45,581) (45,581)
(5,701) - (5,701)
116,958 20,494 137,452
129,182 21,652 150,834
22,020 - 22,020
- (20,575) (20,575)
(5,432) - (5,432)
(145,770) (1,077) (146,847)
81,691 105,663 187,354
1,411 - 1,411
- 584 584
83,102 106,247 189,349

THEE 2014




CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED « #ESR&RERERALR

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

L

18

19

e M E R

CONVERTIBLE BONDS (continued)
The 8% Coupon Convertible Bonds and 6%
Coupon Convertible Bonds are secured by:
(i) the pledge of the Company’s time deposits
amounting to HK$13,000 (31 December
2013: HK$13,285,000); (ii) all of the rights,
interest, title and benefits of the exclusive
offtake agreement; and (iii) all of the shares
held by First Elite Development Limited in
S.EA. Mining Limited, a private company
incorporated in Hong Kong with limited
liability which is the sole legal and beneficial
holder of HK$46,500,000 and US$3,000,000
in aggregate principal amount of convertible
bonds issued by PT. Yiwan Mining which are
convertible into ordinary shares in PT. Yiwan
Mining.

TRADE AND NOTES PAYABLES

An aging analysis of the trade and notes
payables at the end of the reporting period,
based on the invoice date, is as follows:

Within 90 days 90A M

91 to 180 days 91£180H
181 to 365 days 181E365H
110 2 years 1526

2 to 3 years 2FE3F
Over 3 years BRI T
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8E BRI MRARESH K 6B SRk E
FHRTHSEERR : VERER
AE BT 018,000 L (= —=
F+=- A=+ —H 13,285,000
BL) (NVBREKBHRZMBERE
o #Em - TAER R i)
BHEEERAABERELE
EBR AR ZAARG, - First Elite
Development Limited J3—BR &
AW ABRAR - APT.
Yiwan Mining T 1T & 5t A & &
46,500,000 7T % 3,000,000 7T
Z AR EHF (EE R APT. Yiwan
Mining B RR) 2 E— & X R B
BAEA-

FEf R R B R iR
RBERK  RERAMHE 2 E
AR R AE A R 2 RER AT -

30 June 31 December
2014 2013
—E-ImF —T—=F
AA=+H +ZA=+—AH
HK$’000 HK$'000
FTER FET
366,188 460,406
196,840 182,820
18,424 25,114
36,223 48,744
39,580 43,277
10,267 11,819
667,522 772,180
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

TRADE AND NOTES PAYABLES 19
(continued)

At 30 June 2014, notes payables of
HK$541,320,000 (31 December 2013:
HK$587,614,000) were secured by a parcel

of leasehold land in Mainland China with

net carrying amounts of HK$3,134,000 (31
December 2013: HK$3,548,000) and time
deposits amounting to HK$282,315,000 (31
December 2013: HK$350,644,000) (Note 16).

Rk B B

PR BRI B R 4B (AR

R-ZT—NFNA=+E BEHE
541,320,000/ Tt (=T — = &F
+ = A =+—8 :587,614,00078
70 ) A BR T {8 ¥ 58 A& 3,134,0007%8
T(ZE—=F+ZA=+—8:
3,548,000 7% 7T ) By o B K B — 4R FH
&+ 1 2 F Hi 17 50 282,315,000 7%
T(ZE—=F+=-RA=+—8:
350,644,000 7t ) 1F & # ( Mt &
16) ©

SHARE CAPITAL 20 B
Period ended Year ended
30 June 2014 31 December 2013
BE-ZT-mF #z-z-=%
ABZTHLESE TZA=t+-BLLFE
Number Number
of ordinary of ordinary
shares HK$000 shares HK$'000
ZERE TER LR FEL

Authorised (HK$0.1 each): %7 (S0.1587T) :
Atbeginning andend of  E3%) /4 )2

500,000 5,000,000,000 500,000

255,304  2,306,057,474 230,606

- 246,982,726 24,698

the period/year R/ EX 5,000,000,000
Issued and fully paid BETRAR

(HK$0.1 each): (BROABT) :
At beginning of 4,/ 54)

the period/year 2,553,040,200
Conversion of BRATARES

convertible bonds -
Atend of the periodiyear B /E%K 2,553,040,200

255,304  2,553,040,200 255,304
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e M E R

SHARE-BASED PAYMENT

On 2 May 2005, the Company approved
a share option scheme (the “Share Option
Scheme”) under which the Directors may, at
their discretion, grant options to the Directors
and employees of the Group to subscribe for
shares in the Company. The subscription price
for shares under the Share Option Scheme will
be determined by the Directors, which shall be
calculated at the time of grant of the relevant
option and shall not be less than the highest
of (i) the nominal value of a share; (ii) the
closing price of a share as stated in the Stock
Exchange’s daily quotation sheet on the date
of grant of the relevant option, which must be
a business day; and (iii) the average closing
price of the shares as stated in the Hong Kong
Stock Exchange’s daily quotation sheets for
the five business days immediately preceding
the date of grant of the relevant option.

The maximum number of shares in respect
of which options may be granted under the
Share Option Scheme must not exceed 10%
of the share capital of the Company in issue
and may not exceed in nominal value 30%
of the issued share capital of the Company
in issue for a period of 10 consecutive years.
The Share Option Scheme will remain in force
for the period of 10 years commencing on 2
May 2005. No option may be granted to any
one person which, if exercised in full, would
result in the total number of shares which were
already issued and may fall to be issued to
him under all the options previously granted to
him pursuant to the Share Option Scheme in
any 12-month period up to the date of grant,
exceeding 1% of the maximum aggregate
number of shares for the time being issued
and which may fall to be issued under the
Share Option Scheme.
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HERERERERAT o CHINA NICKEL RESOURCES HOLDINGS COMPANY LIMITED

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

SHARE-BASED PAYMENT
(continued)

Share options granted to a Director, chief
executive or substantial shareholder of the
Company, or to any of their associates,
are subject to approval in advance by the
independent non-executive Directors. In
addition, any share options granted to a
substantial shareholder or an independent
non-executive Director, or to any of their
associates, in excess of 0.1% of the shares
of the Company in issue at any time or with
an aggregate value (based on the price of
the Company’s shares at the date of grant) in
excess of HK$5 million, within any 12-month
period, are subject to shareholders’ approval
in advance in a general meeting.

On 20 January 2013, a total of 50,000,000
share options were granted to the eligible
participants under the Share Option Scheme
in respect of their services to the Group in the
forthcoming year. These share options have a
certain vesting period and an exercise period
consistent with the Share Option Scheme,
with an exercise price of HK$0.63, which was
equal to the market price of the shares on the
date of grant.

21
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
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21 SHARE-BASED PAYMENT 21
(continued)
The fair value of options granted on 20
January 2012 was estimated on the date of

BRAD 32 A3 ()

NZZ-—ZF-A-+HRENE
PR A BERK L BEERA N

grant using the following assumptions: INCE R

Dividend yield (%) SR (%) 0.00

Expected volatility (%) TEHE&WJE (%) 60.19

Historical volatility (%) T 5P (%) 60.19

Risk-free interest rate (%) 4B K (%) 1.39

Expected life (years) TEEAGHA (F) 10

Weighted average share price (HK$) niEFIRRAE (B T) 0.63

No share options have been granted or BE-_Z—mWEXA=+HIEAE

exercised during the six months period ended B HARS ﬁﬁgﬁgﬂggﬁﬁ;ﬂﬂ;

30 June 2014.

22 FAIR VALUE HIERARCHY 22 QAEEER

The Group uses the following hierarchy for AEEREBETOABRL2EKAER

determining and disclosing the fair values of BEEBMITAZAREE:

financial instruments:

Level 1 fair values measured based on —Ef&: ARBEEENERAE
quoted prices (unadjusted) in SEEEERMSETH
active markets for identical assets BECREHAR) Mt
or liabilities 2

Level 2: fair values measured based on & RArEEENHERN
valuation techniques for which all AEE EP;T’AJ‘MEE
inputs which have a significant ?
effect on the recorded fair value ok ER
are observable, either directly or
indirectly

Level 3: fair values measured based FEZEHR : DABEENGERN
on valuation techniques for TR BERHAREER
which any inputs which have BEATENEEWIE
a significant effect on the ERABEMISNERE
recorded fair value are not based (TN EE)

on observable market data
(unobservable inputs)
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

FAIR VALUE HIERARCHY
(continued)

As at 30 June 2014 and 31 December
2013, the Group did not have any financial
instruments that are carried at fair value
except for the derivative financial instrument.

As at 30 June 2014, the conversion rights of
the Group’s 8% Coupon Convertible Bonds
(as at 31 December 2013: 6% Coupon
Convertible Bonds), together with redemption
rights (considered as a single derivative),
classified as derivative financial instrument
of HK$106,247,000 (as at 31 December
2013: HK$21,652,000) was measured under
level 3 of fair value hierarchy. The fair value
was valued by estimating the value of the
whole bond with and without the embedded
derivatives. Changes in level 3 financial
instruments for the six months ended 30 June
2014 are detailed in Note 18.

During the six months period ended 30 June
2014, there were no transfers of fair value
measurements between Level 1, Level 2 and
Level 3 and no transfers into or out of Level 3
(six months ended 30 June 2013: Nil).

22
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R-ZT—ENA=1+H  K&EES
BB AR ES MR HiRE (R
T-=F+-A=+—H:6EEA
BRES)  EROEETESRT
EMERE(ERA—HE—TAT
£)106,247,000 8 (R =T — =
F+-HA=+—H 216520008
TL) C TIA AR BEERNE IR
FFE - ARBENEBAEEHE
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HEETHE - AEHE_T 1
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
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e M E R

CONTINGENT LIABILITIES

The Group follows the guidance of IAS37
“Provisions, Contingent Liabilities and
Contingent Assets” to determine when
contingent liabilities should be recognised,
which requires significant judgement.

A contingent liability will be disclosed when
a possible obligation has arisen, but its
existence has to be confirmed by future events
outside the Group’s control, or when it is not
possible to calculate the amount. Realisation
of any contingent liabilities not currently
recognised or disclosed could have a material
impact on the Group’s financial position.

The Group reviews significant outstanding
litigations in order to assess the need for
provisions. Among the factors considered are
the nature of the litigation, legal processes and
potential level of damages, the opinions and
views of the legal counsels and advisors, and
the management’s intentions to respond to
the litigations. To the extent the estimates and
judgements do not reflect the actual outcome,
this could materially affect the results for the
period and the financial position.
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

CONTINGENT LIABILITIES
(continued)

U]

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively
referred to as the “Buyers”)

In March 2014, the Company received
certain legal letters (the “Letters”) from
the Buyers dated 20 March 2014, which
purported to be statutory demands
serviced pursuant to section 178(1)
(a) of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance
(Cap.32) (“Statutory Demand”).

The Letters concern disputes between
the Group and the Buyers relating to
certain primary contracts for the sale
and purchase of Indonesian iron ores,
and contain claims for (i) an amount
of US$10,347,698 (equivalent to
approximately HK$80,242,000) which
comprises the demand for return of an
advance payment made by RR to the
Group of US$3,000,000 (equivalent
to approximately HK$23,264,000)
and interest thereon to the extent
of US$7,347,698 (equivalent to
approximately HK$56,978,000) payable
up to 20 March 2014; and (ii) an
amount of RMB70,355,783 (equivalent
to approximately HK$89,485,000) which
comprises the demand for return of an
advance payment made by UM to the
Group of RMB20,000,000 (equivalent
to approximately HK$25,438,000)
and interest thereon to the extent
of RMB50,355,783 (equivalent to
approximately HK$64,050,000) payable
up to 20 March 2014. The Company
as guarantor to the abovementioned
primary contracts is therefore also a
party to these litigations.

23
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Limited ((RR ) & United
Mineral Limited ([UM |)
(BIER]) 2HAB
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10,347,698 % JL( A E RN 4
80,242,000 JT ) &) 5k TE
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1+ 24 % 3,000,000 5 7T (18 %
W #)23,264,0005% 7T ) i 7
HeF B ¢EEZHAEE
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197,347,698 T (FER
#)56,978,0005% 7T ) ¢ K (i)
—EAH AR¥70,355,783
7L (1 & R #989,485,000 7%
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CONTINGENT LIABILITIES
(continued)

(@

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively
referred to as the “Buyers”)
(continued)

On 4 April 2014, the Group issued a
legal letter to the legal representative
of the Buyers requesting them to
withdraw the Statutory Demand as the
Group considers that it has bona fide
defences on substantial grounds to
the claims asserted from the Buyers,
and the Group also considers it has
very substantial counterclaims against
the Buyers as a result of their non-
performance of the relevant contracts.

On 7 April 2014, the Group received
another legal letter from the legal
representative of the Buyers informing
that the Buyers will not present
their winding up petition against the
Company without serving a 3-day
notice.
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

CONTINGENT LIABILITIES
(continued)

(@

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively
referred to as the “Buyers”)
(continued)

On 11 April 2014, the Company
received another statutory demand from
the legal representative of UM to claim
for certain interest charge (“Interest
Charge”) on certain loans provided
by UM to the Group (the principal of
which had been fully repaid before the
end of the reporting period) calculated
up to 11 April 2014 (as supplemented
by another legal letter dated 15
April 2014), together with the related
penalty, to the extent of US$3,839,000
(equivalent to approximately
HK$29,770,000). The Group has
subsequently replied, through its legal
representative, that most of the claimed
Interest Charge are unenforceable
at law but agreed to pay the relevant
interest charge (after tax) calculated
under normal contract terms in the
amount of US$345,000 (equivalent
to approximately HK$2,675,000)
which has been provided for in this
condensed consolidated interim
financial information.

On 9 May 2014, the Group received
another legal letter from the legal
representative of UM informing that UM
will not present its winding up petition
against the Company without serving a
3-day notice.
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23 CONTINGENT LIABILITIES
(continued)

(@

Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively
referred to as the “Buyers”)
(continued)

There has been no further correspondence
between the Group and the Buyers
since then and up to the date of this
report. The directors, after seeking legal
advice on the above claims, consider
that the Group has bona fide defences
on substantial grounds to the claims
asserted from the Buyers such that (i)
the aforementioned advance payments
received to the extent of approximately
HK$48,702,000 in aggregate are
presently not due for repayment by
the Group; (ii) the resulting interest so
calculated are therefore miscalculated
and grossly inflated; and (iii) other
than an amount of HK$2,675,000
relating to the Interest Charge which
has already been provided for by
the Group, the remaining sums of
the claims are without merit. The
directors are also of the opinion that the
Group has significant ground for very
substantial counterclaims and cross-
claims against each of the Buyers as a
result of their non-performance of the
relevant contracts as mentioned in the
Letters. Consequently, no provision
has been made for these claims on
this condensed consolidated interim
financial information as the directors
consider that it is not probable that the
above legal claims would result in any
material outflow of economic benefits
from the Group.
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

23 CONTINGENT LIABILITIES
(continued)

(i)

Dispute on Contracts of
Affreightment (“COAs”)

The Group entered into certain COAs
with various marine vessel owners
committing certain minimum number
of cargoes per calendar month for
exporting iron ores from Indonesia. As
a result of the unfavourable economic
environment and the various changes
in rules and regulations stipulated by
the Indonesian government authorities
since year 2012, the Group’s ores
export was adversely affected and
therefore unable to fulfil the minimum
cargoes commitments as stipulated by
some of these COAs.

During the period, the Group received
various legal letters from TORM
A/S (“TORM”), a marine vessel owner,
to (i) claim for an outstanding freight
charges payable by the Group to
TORM of approximately US$1,834,000
(equivalent to approximately
HK$14,268,000) (“Outstanding
Freight Charges”); and (ii) notify
the commencement of arbitration
proceedings pursuant to the terms of
the relevant COAs to claim for loss and
damage suffered by TORM (“Other
Losses”) with respect to approximately
51 unfulfilled cargoes under the terms
of the relevant COAs which is estimated
by TORM to be approximately
US$11,828,000 (equivalent to
approximately HK$91,721,000) up to
27 March 2014 (the amount stated in
the latest claimed submissions from
TORM).
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23

CONTINGENT LIABILITIES
(continued)

(i)

Dispute on Contracts of
Affreightment (“COAs”)
(continued)

The relevant freight charges payable by
the Group to TORM up to 31 December
2013 have been fully accounted for in
the consolidated financial statements
of the Group for the year ended 31
December 2013. The dispute with
TORM in respect of the Outstanding
Freight Charges has been fully settled
and discharged in June 2014.

In connection with the claims
on Other Losses, the Group has
engaged legal advisors to commence
arbitration procedures with TORM in
February 2014. The said arbitration
procedures are still in progress as at
the date of approval of this condensed
consolidated interim financial
information.

In preparing this condensed
consolidated interim financial
information, the directors have obtained
legal advice in this respect and,
based upon which, consider that as
the arbitration is still at an early stage,
they are not currently in a position to
estimate the financial effect (if any)
relating to the arbitration and it may
take a substantial time to complete the
arbitration process.

Accordingly, no provision in respect
of such legal dispute was made in
the condensed consolidated interim
financial information.
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
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23 CONTINGENT LIABILITIES 23 HRAEEFEE)

(continued)

(ii) Dispute on Contracts of (i) HMEMEBESH(HEME

Affreightment (“COAs”) E&HNDNER(E)
(continued)
As at 30 June 2014 and up to the RZE—NFA=Z+BR
date of approval of the condensed HEGRGKATRHYBER
consolidated interim financial EBR  BESRIARE
information, based on the best B AEBBESNHEETY
knowledge and information of the FRAEERAMEEANZH
directors, there is no further claims in HEER o

relation to any COAs that the Group has
entered into.

Should the resolution of these legal claims mEMERRERFRNRKE
and disputes turn out to be unfavourable to TRRAEE REBEAJREFER
the Group, the Group may need to record R EARRZERRRFHRES
additional losses in respect of these claims FIMNOIE LR o

and disputes in future reporting periods.

24 COMMITMENTS 24 EiE
Capital commitments BAREE
30 June 31 December
2014 2013
—ZE—MF —F—=
RNA=+H +ZA=+—H
HK$°000 HK$'000
FET FHAT
Contracted, but not provided £ 5] 4718 AR 4 -
for:
Property, plant and YE - BB KR
equipment 36,814 62,182
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24

COMMITMENTS (continued)
Operating lease commitments — as
lessee

The Group leases certain of its office
properties under operating lease
arrangements. Leases for properties are
negotiated for terms ranging from two to three
years.

At 30 June 2014, the Group had total future
minimum lease payments under non-
cancellable operating leases falling due as
follows:

Within one year —FR

In the second to fifth years, F_EFERF -
inclusive BIEEEME

Over five years AFLAE
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RZZE-WFRA=+H xEH
RT3 & R EIRE B 8 2 A RH A
EHE 2 RRKERS N RBED
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30 June 31 December
2014 2013
—E-lmEF —ET-=F
ANA=t+H +=ZA=+—AH
HK$’000 HK$'000
FExT FAET
5,608 5,770

438 3,047

- 518

6,046 9,335
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RELATED PARTY TRANSACTIONS
In addition to the transactions detailed
elsewhere in the condensed consolidated
interim financial information, the Group
had the following material transactions and
outstanding balances with related parties
during the six months ended and as at 30
June 2014:

Transactions with related parties

Names of Nature of
related parties transactions
B S8 ZHME

25

PT. Yiwan Mining (Note a) Purchase of iron ores,
export tax exclusive

(note b)

PT. Yiwan Mining (FiizTa)  BEAEREA - RetH AN
(Ff5EDb)

Easyman Interest expense
(note c)

Easyman FB R (MisEe)

Ms. Sun Qiaodian ("Ms. Sun") Interest expense

FoEhat([Fzt)) (note d)

FEFX (M d)

Rk B B

RBL XS
BRERGET RN BERE b
ARz X5 ARERBE=
E-EIFANA=ZTHENEARR
TE-MEXRA= T HEREETE
TTIERR G LEBB T ZRT
iEEAER

HRAEL XS

Six months ended 30 June
BEARA=THLAXEA

2014 2013
—E-mF =
HK$°000 HK$000
TERT THT
16,848 333,288
1,194 675
4,091 -
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

L

25

e M E R

RELATED PARTY TRANSACTIONS
(continued)

Outstanding balances with related
parties

25

Prepayment to FEfFPT. Yiwan Mining

PT. Yiwan Mining (note e) Z A (KMtske)
Loan to Full Harvest ERTERER
Development Limited (note f) B2 T (MI3Ef)
Amounts due to Easyman 45 /K Easyman K18
(note c) (MizEc)
Amount due to Ms. Sun HERFLZLEZFAE
(note d) (MisEd)
Amount due to a Director BR—ZEEZHIE
(note g) (FizEg)
Notes:
(a) Easyman is a company wholly owned by Mr.

Dong. The Directors consider that Mr. Dong
through Easyman, as a lender of PT. Yiwan
Mining, has an indirect economic interest in PT.
Yiwan Mining.

(b) The transactions were carried out based on the
terms agreed by the parties under an exclusive
offtake agreement and a second amending
agreement entered into between PT. Yiwan
Mining and the Group in March 2007 and
September 2008, respectively.

(c) Details of the terms of amounts due to Easyman
is disclosed in Note 17(b).
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AL X5 (&)
EARAR 5 IR E B AR
30 June 31 December
2014 2013
—E-mF =
RNA=t+tH +=ZA=+—H
HK$’000 HK$'000
FET FAT
92,867 85,828
56,975 56,975
61,799 51,940
20,156 12,973
2,560 2,417
B e

Easyman/y —B R ELX £ 2 EH
BZRA-BEERREXLERB
Easyman{E A&PT. Yiwan Mining 2
HERA M PT. Yiwan Mining 4
BB o

ZER S5 RIREPT. Yiwan Mining
HALBR T LFE=RAETZ
BEREBHHER-_ZTN\EALAE
A2 E BT 2 IRFETT

{8 % Easyman HOB £ 15 30 1 74 i
HEA7(0) B -
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RELATED PARTY TRANSACTIONS
(continued)
Outstanding balances with related

parties (continued)
Notes: (continued)

(d)

Ms. Sun Qiaodian is the spouse of Mr. Dong.
Interest expense was calculated at mutually
agreed terms.

Prepayment is made to PT. Yiwan Mining for
purchases of iron ores. The amount is unsecured
and interest free and will be settled by offsetting
the relevant purchases.

The shareholder’s loan to Full Harvest
Development Limited, an associate, is unsecured
and interest-free.

Amount due to a director is unsecured, interest
free and repayable on demand.

Details of compensation of key management
personnel of the Group are as follows:

Fees ok

Salary, allowances and e ERERAER
benefits

Employee share option EEERERT
benefits

Pension scheme RIRET B

contributions

L

e M E R

BB LS (&)
SRRANET7 HY R BB AR ()

s (%)

(d)

(h)

BROEBLTRELENRB- FIS
EREMARBGRRE -

FERHPT. Yiwan Mining 2 538 T3 & 3
ABBA - B REERRES
W H53E BE HARRARE 5 -

HBERNFERBRARAFTREH
MERERREIEMR RS -

BR-ZESNFTAR/BER 2
S REERER -

AEEETEER AR ZRBFED
T

Six months ended 30 June
BEAA=TAHLAEA

2014 2013
—F-nmE —F=F
HK$°000 HK$'000
FTER BT
500 500

2,756 6,735

(7) 675

16 37

3,201 7,947
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CORPORATE GOVERNANCE AND OTHER INFORMATION

ALl Ao N

TEERANREMER

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Company has applied the principles and
complied with the code provisions of the CG Code
throughout the six months ended 30 June 2014
except for code provisions A.2.1 and A.4.1, details of
which are disclosed below. Save for deviation from
code provisions A.2.1 and A.4.1, in the opinion of the
Board, the Company has been in compliance with
the CG Code in all material respects.

In respect of A.2.1, the roles of the chairman and
the chief executive officer of the Company are now
performed by Mr. Dong Shutong. Mr. Dong Shutong
is responsible for over-seeing the Company’s
operations in respect of compliance with internal
rules, and compliance with statutory requirements
and promoting the corporate governance of the
Company. This constitutes a deviation from code
provision A.2.1. The Board believes that it is in the
best interest of the Company and the shareholders
as a whole since Mr. Dong Shutong is knowledgeable
in the business of the Group and possesses the
essential leadership skills to guide discussions of
the Board. The significant decision-making and the
day-to-day management of the Company are carried
out by all of the executive directors. Therefore, the
roles of the chairman and the chief executive of the
Company are not segregated in the sense that two
different individuals took up these roles, however, the
functions of the chief executive were carried out by
all of the executive directors.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

In respect of A.4.1, except for Mr. Fahmi Idris,
Independent Non-executive Director, who was
appointed for a term of three years, Mr. Yang
Tianjun, Non-executive Director, and the remaining
Independent Non-executive Directors including
Mr. Bai Baohua, Mr. Huang Changhuai and Mr.
Wong Chi Keung were not appointed for a specific
term. This constitutes a deviation from Code
Provision A.4.1. However, according to the articles
of association of the Company, one third of the
directors for the time being shall retire from office
by rotation at each annual general meeting and the
directors to retire by rotation shall be those who have
been the longest in office since their last re-election
or appointment. As such, the Company considers
that sufficient measures have been taken to ensure
that the Company’s corporate governance practice
in this respect is in line with that provided in the CG
Code.

Going Concern and Mitigation Measures
During the six months ended 30 June 2014,
the Group incurred a loss of approximately
HK$71,358,000 and had a net operating cash outflow
of approximately HK$123,115,000 due to the market
downturn and significant change in operating and
regulatory environment of the Group’s subsidiaries.
As at 30 June 2014, the Group had net current
liabilities of HK$1,611,566,000 and the Group’s total
borrowings amounted to HK$2,072,946,000, out
of which HK$1,553,511,000 will be due within 12
months as at 30 June 2014. The current borrowings
mainly included certain bank and other borrowings of
HK$1,529,637,000. The cash and cash equivalents
of the Group amounted to HK$34,114,000 as at 30
June 2014. In addition, the Company and certain of
its subsidiaries are parties to various legal claims as
detailed in Note 23 to the condensed consolidated
interim financial information.

CEEARAMER

FAAEM S - MBI IFRTEREKRSE
EEHR=FIN FRTESHRHELE
RESBIFRTEEREARERE
BEEREAENEZREEHENEMES -
U B REE T AR EALE - A R
BARBZERMAA - RERBRRBEFK
B IO ZERERARRRE M
BWREREZESARIERIERER
EHEERZES - Bt - ARRARA/ER
BEARERERANRABDZOEEREMRE
T E DR EATRIMRESE — B -

FELERNERR
HE-Z-—-NMEA=Z+tHBILL~MAA
ERMIHERURAEBENE R RNL
BHNEEREEERNES AEEHREE
8 4771,358,00078 7T * W A &£ & H & F
7t H #9123,115,0008 70 c R =& — I 4F
ANAZTE AEENRBDEEFEA
1,611,566,000/8 T MAEEBBEE A
2,072,946,00078 7T - HRHE-_ZT—HF
7N A =1H1,553,511,000/8 T 7 + — &
AREE - HEEEEeEATHRTE
AR HAMEE 1,529,637,0007 T ° AEE
R-ZZE—NFERA=ZtHZRE&NESSE
B 234,114,000/ 7T ° 4 AR AR
EETHBRARSRZEEAERESH (G
BERAERLRE R EI A R 7E 23) -
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TEERANREMER

These conditions together with others described in
Note 2.1(a) to the condensed consolidated interim
financial information, have indicated the existence
of material uncertainties which might cast significant
doubt on the Group’s ability to continue as a going
concern and therefore it might not be able to realise
its assets and discharge its liabilities in the normal
course of business.

The Board had given careful consideration to the
future liquidity and performance of the Group and its
available sources of financing in assessing whether
the Group would have sufficient financial resources
to continue as a going concern. Certain measures
had been taken to mitigate the liquidity pressure and
to improve its financial position which include, but
not limited to, the following:

(1)  to finalise the proposed disposal of up to
30% equity interest SEAM. On 21 January
2013, the Group entered into a non-binding
framework agreement with Beijing Wincapital
Management Co., Ltd. (“Beijing Wincapital”) in
relation to the disposal of a 30% equity interest
in SEAM, a wholly-owned subsidiary of the
Group. The aggregate disposal consideration
is expected to be approximately RMB900
million (approximately HK$1.1 billion). The
proposed transaction is at the finalisation
stage and no formal sales and purchase
agreement has been entered into up to the
date of this report. Longer than expected
time has been spent on negotiation of the
detailed terms and conditions because of
the rapid change in operating and regulatory
environment of SEAM since the framework
agreement was signed. The proposed
transaction can significantly strengthen the
cash flow position of the Group as a whole in
the near future;
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on 13 June 2014, the Group completed
the restructuring of the senior bonds and
the convertible bonds of the Group, mainly
including (i) the extension of the principal
repayment schedule under the terms of the
convertible bonds and the maturity date from
March 2015 to March 2018 in relation to the
convertible bonds; and (ii) the extension of the
principal repayment schedule under the terms
of the senior bonds and the final maturity date
from March 2015 to December 2018 in relation
to the senior bonds;

the Group has been actively negotiating with
the lenders for the renewal of its borrowings
as necessary when those borrowings fall
due in 2014. Based on the past experience,
the Group did not encounter any significant
difficulties in renewing the borrowings and
the directors are confident that all necessary
borrowings can be renewed when necessary.
During the period and up to the date of this
report, bank borrowings with aggregate
principal amounts of HK$152.6 million were
successfully renewed for another twelve
months from their respective original due
dates;

the Group is also negotiating with various
financial institutions and identifying various
options for financing the Group’s working
capital and commitments in the foreseeable
future;

CEEARAMER

RZZE—MNFAA+=0 A5EH
TR EEEEBEEFARTRRKRE
5 TEREG)BRBATRRES K
SRR AR EREAR » G RRGE
S BHER-_E-HE=AER
ZE-N\F=A R)VREELE
FIERE R AN ERER - B8 X
BAFNERIPBEE T —AF=
AEE=—Z2—)\F+=AH:

AEE-HEGHKEABEREE
—E-NFIHNEEEE(IF
B) c RALEBRANKLER  KNEE
EEEEEFETEB EFAREKX
Re ESEZHEMELENEER
FERESEE - BAREER
WEBH  ASBFE1526 B85 T
MIRITEERINEEHERBH -
REZERIHBLTEE+ @A :
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H &

on 8 July 2014, the Group obtained support
from its controlling shareholder, Easyman to
charge over 1,307,786,705 ordinary shares
in the par value of HK$0.10 each in the share
capital of the Company held by Easyman
to a third party, representing approximately
51.22% of the issued share capital of the
Company for an additional financing of
RMB49.2 million;

the Group is maximising its sales effort,
including speeding up of sales of its existing
inventories and seeking new orders from
overseas markets (including Taiwan) on
developed new products, and implementing
more stringent cost control measures with a
view to improving operating cash flows; and

the Group is also actively identifying to
dispose of its non-core assets, which is
estimated to be about HK$40 million. Agents
have been appointed to assist in the disposal
of some of these assets.
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Delay in Publication of the 2013 Annual Results
and 2014 Interim Results and Further Delay in
2013 Annual Report and 2014 Interim Report

(a)

Reason for Delay

Under Rules 13.46(2)(a) and 13.49(1) of
the Listing Rules, the Company is required
to publish the announcement in relation to
its preliminary annual results for the year
ended 31 December 2013 (the “2013 Annual
Results”) on a date not later than three
months after the end of the financial year
of the Company, i.e. on or before 31 March
2014; and despatch its annual report for the
year ended 31 December 2013 (the “2013
Annual Report”) on a date not more than four
months after the end of the financial year of
the Company, i.e. on or before 30 April 2014;
and under Rules 13.48(1) and 13.49(6) of the
Listing Rules, publish the announcement in
relation to its preliminary interim results for the
six months ended 30 June 2014 (the “2014
Interim Results”) on a date not later than two
months after the end of the financial period
of the Company, i.e. on or before 31 August
2014; and despatch its interim report for the
six months ended 30 June 2014 (the “2014
Interim Report”) on a date not more than three
months after the end of the financial period of
the Company, i.e. on or before 30 September
2014. The delay in publication of the results
and reports had constituted a non-compliance
with Rules 13.46(2)(a), 13.48(1) and 13.49(1)
and 13.49(6) of the Listing Rules.

CORPORATE GOVERNANCE AND OTHER INFORMATION

CEEARAMER
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REBREMER

As set out in the announcements of the WMARRBHA-ZT—NF=A
Company dated 27 March 2014, 14 May 2014, Z++tB - ZZE—MERATM
15 August 2014 and 23 September 2014, H ZZ—mENATHEAR=Z
additional time is required by the Company —WENA -+ =B 2 SR -
to gather further information to enable its ARRBEEFLHRKEE—FE
auditors, PricewaterhouseCoopers (“PwC”), to B FARARARZEMEER KES
perform and complete their audit procedures. SRR ESAT ([ B ERKIE ) FIAE
Such information included, among others, the ThEKREFAER ZFERB
following: FEDRNIATEE :
(1) legal opinions (the “Legal Opinions”) (1) BTFESAEBZFZER
in connection with certain disputes NEZDHEBEIERER
and litigation involving the Group (the (FE=ERD &

“Disputes”); and

(2)  additional financial information of the (2) RINOAREEEEER (B
Group (the “Financial Information”), BER]D  BREAEEZE
including the cashflow projection of the ERERARKTAGZRE
Group and the cashflow projections of SRR EMBARZIRS R
various overseas and PRC subsidiaries =788 -

of the Company.
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Legal Opinions

For the purposes of ascertaining
the provisions to be made in the
financial statements of the Group in
connection with the Disputes, the
Company obtained the Legal Opinions
in connection with (i) the statutory
demands issued by Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively referred to
as the “Buyers”) and (ii) the winding-
up petition instigated by TORM A/S
(“TORM™).

(i) Statutory Demands

On 20 March 2014, the
Company, in its capacity as the
guarantor of the seller (CNR
Group Holdings Pte Ltd, a wholly
owned subsidiary of the Group)
to the relevant agreements,
received the statutory demands
(the “Statutory Demands”) from
RR and UM in demand for (i)
an amount of US$10.3 million
(equivalent to approximately
HK$80.2 million); and (ii) an
amount of RMB70.3 million
(equivalent to approximately
HK$89.4 million).

TEERIEMER

(1) EREER
HEEAEERFRNER
BMEFLHOEE - KAF
ERUTEERIVARER |
(i) Rock Resource Limited
(TRRJ)  E United Mineral
Limited(TUM D) (R8I B )
BHWEFEERREE R
(i) TORM A/S([TORM]) 12
HEEREE -

() EEEBkRRES
R—ZZT—MmFE=A
—t+HBARAINLE
EHZER(ERA
AEBz22EESR
F 2 7 CNR Group
Holdings Pte Ltd) #&
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REBREMER

Upon receipt of the Statutory
Demands, the Company
engaged its legal advisers on
2 April 2014 to, among others,
defend against the Statutory
Demands and had been actively
defending against the Statutory
Demands. The Company will
make further announcement(s)
as appropriate on the
developments of the litigation
involving the Statutory Demands.

As the Company was involved in
lengthy negotiations to settle the
disputes with RR and UM, the
finalisation of the Legal Opinions
was delayed.

No provision had been made
in connection with the Statutory
Demands as the directors,
after obtaining legal advice,
considered that it is not probable
that this litigation would result in
any material outflow of economic
benefits from the Group.
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Winding up petition

The Company, as charterers,
entered into Contracts of
Affreightment and Addendum
(“COA”) with a marine vessel
owner, TORM. Pursuant to
the COA, the Company had
committed to hire a nominated
vessel for the carriage of a
certain minimum number of
cargoes per calendar month
for shipment in connection with
the export of iron ores from
Indonesia. As a result of the
Export Ban, the Company was
unable to fulfil the committed
shipment of cargoes as
stipulated in the COA.

On 28 January 2014 onwards,
the Group received various legal
letters from TORM in demand for
(i) an outstanding freight charges
payable by the Group to TORM
of approximately US$1.8 million
(equivalent to approximately
HK$14.3 million) (“Outstanding
Freight Charges”); and (ii)
losses suffered by TORM as a
result of the Company’s failure
to comply with its obligation
under the COA, namely, the
shipment of approximately 51
cargoes (“Other Losses”), which
was estimated by TORM to be
in the amount of approximately
US$11.8 million (equivalent to
approximately HK$91.7 million)
up to 27 March 2014.
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TEERANREMER

Upon receipt of the above legal
letters, the Board commenced
liaison with TORM and
involved several discussions
with its management and
representatives in order to
compromise an acceptable
solution. However, the result
of lengthy discussion was
not satisfactory. The Board
appointed an overseas legal
advisor to handle the disputes,
performing fact-finding
process, meeting with TORM
management, understanding
the background information
and obtained the preliminary
legal advice. Then the Group
commenced to re-negotiate
again with TORM management
representative. The negotiation
might have certain positive
feedback at the beginning.
However following the Export
Ban not uplifted, on 15 May
2014, TORM filed a winding up
petition against the Company to
the High Court.

The OQOutstanding Freight
Charges payable by the Group
to TORM up to 31 December
2013 had been fully accounted
for in the consolidated financial
statements of the Group for the
year ended 31 December 2013
and the Outstanding Freight
Charges were fully settled by
the Group in June 2014 and
the winding up petition was
withdrawn by TORM on 24 June
2014,
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In connection with the claims
on Other Losses, the Group
has engaged legal advisors
to commence arbitration
procedures with TORM in
February 2014. The said
arbitration procedures are still
in progress as at the date of this
report. The Company will make
further announcement(s) as
appropriate on the development
of the arbitration procedures in
due course.

As the Company was involved
in lengthy negotiations to settle
the disputes with TORM, the
finalisation of the Legal Opinions
was delayed.

Financial Information

Subsequent to the withdrawal of the
winding-up petition and the approval
of the Holders to amend certain terms
of the Bonds on 13 June 2014, PwC
re-started audit works in July 2014
in connection with the 2013 Annual
Results. However, the Disputes and the
Export Ban casted significant doubts
on the Group’s financial performance
and cash flows position and in light
of the current market situation of steel
industry in the PRC, additional audit
work was required from PwC, including,
among others, the following:

— Obtaining the Legal Opinions
in connection with the Disputes
for the purposes of assessing
whether provisions in respect
of the Disputes are required to
be made in the 2013 Annual
Results;
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— Obtaining the updated working
capital projections of the Group
from the management together
with the underlying assumptions
for the purposes of assessing
the Group’s ability to operates as
a going concern; and

— conducting review on impairment
assessment on the recoverable
amounts on certain assets and
the amounts of impairment
provisions in relation to, among
others, the Exclusive Offtake
Agreement and certain operating
property, plant and equipment of
the Group.

The Company had provided, among
others, all the available information
to enable PwC to conduct the above
procedures before this report.

In addition, the preparation of the
Financial information and management
accounts of the Group was delayed
due to the time lapse between the
resignation and the appointment of
the Company’s financial controller and
company secretary on 25 April 2014
and 3 June 2014, respectively.

Consequently, the preparation of the
Financial Information was delayed.
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(b)  Mitigation measures

(1)

@)

Legal Opinions

In order to avoid delay in obtaining
the legal opinions, the Board plans
to actively involve its external legal
advisers in the discussions and
negotiations to expedite the process
and to hold regular meetings with its
external legal advisers to facilitate the
communication flow.

Financial Information

In order to avoid delay in the
compilation and provision of information
in connection with the Group’s
Financial Information, the Board plans
to implement the following measures:

° enhance the documentation
system to strengthen the
information retrieval process;

° involve additional personnel in
the preparation of the Group’s
management accounts and
financial projections to avoid
delay; and

o hold more regular meetings
with its auditors to facilitate
the communication flow and
to update the auditors of the
Group's financial position
regularly.

(b)  EFE
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DIRECTORS’ INTERESTS IN CONTRACTS
On 5 March 2007, SEAM, an indirect wholly owned
subsidiary of the Company, entered into an exclusive
offtake agreement with PT. Yiwan Mining (the
“Exclusive Offtake Agreement”), a limited company
incorporated in Indonesia, which is substantially
owned by Mr. Soen Bin Kuan, who at 30 June 2014
and the date of this report holds more than 5% of the
issued share capital of the Company. Pursuant to
the Exclusive Offtake Agreement, PT. Yiwan Mining
agreed to exclusively sell and SEAM agreed to buy
the iron ores produced by PT. Yiwan Mining at a
fixed price of US$16 per dry tonne, for a minimum
40 million dry tonnes of iron ores throughout a period
of approximately 14 years expiring on 24 January
2021, which has subsequently been extended by
a supplemental agreement to 24 January 2036.
Pursuant to the recommendation letter issued by
the Minister of Mineral and Coal on 25 June 2012 to
the Minister of Commerce which granted the export
approval to PT. Yiwan Mining, the export price of iron
ore was changed to US$23.5 commencing from 1
July 2012. By virtue of the convertible bonds issued
by PT. Yiwan Mining to S.E.A. Mining Limited and
S.E.A. Mining Resources Limited which are indirectly
substantially owned by Mr. Dong Shutong, Executive
Director and Chairman of the Board, Mr. Dong has an
indirect interest in the Exclusive Offtake Agreement.

Save as disclosed above and in the paragraph
headed “CONNECTED TRANSACTIONS” as set out
on pages 109 to 110 of this report, no Director had
a material 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 period.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2014, the interests and short positions
of the Directors in the shares, underlying shares
and debentures of the Company and its associated
corporation (within the meaning of Part XV of the
Securities and Future Ordinance (“SFQO”)) which (a)
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 and short
positions which they are taken or deemed to have
under such provisions of the SFO); or (b) were
required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein; or (c) were
required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set
out in Appendix 10 of the Listing Rules (the “Model
Code”"), to be notified to the Company and the Stock
Exchange were as follows:

(i) Long positions in the shares of the
Company as at 30 June 2014:

Capacity in which
interest are held

Name of Directors

BEEHR

Dong Shutong
E=EEB

FEREBEZEN

Held by controlled
corporations (note)

CEEARAMER

BNk HEROREESEZ
BERKXAE

RZZ-—MFERA=1THE  EFREQF
REBBEE(EEREFRPEED(FE
HMEE DD EXVED) 2 By - HER
D REEED  #E () REEHFLAEG
PIEEXVERE7 RF8 D HAME AR A M
MR s KR (BEREES LB
WGP BERGEXREREFREIEHEEZ
BmMORRE) + H(b)IRBEEF L BAE G
58 352K E AT A Z GBI Fral & 5 it 2
s ROK R S(c)RIBE LT RBIMER10
iz EMBETAEZETESRINE
R AN(MREST A AHME AR F RBR
Pz s BORB T

() R-B-mEXA=+AREL

ARBZHR
Approximate
percentage to
the issued
Number of share capital

shares of the Company

mEEEERE (M)

Dong Chengzhe
B BEREBA

Beneficial owner

EAERQFE

EBITREZ

ROBHE BWHOBEDE
1,505,930,705 58.99%
1,500,000 0.06%
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Note: As at 30 June 2014, 1,481,074,705 Shares and
24,856,000 Shares were held by Easyman and
Sino Regent Worldwide Limited (“Sino Regent”),
respectively. As the entire issued share capital
of each of Easyman and Sino Regent is held by
Mr. Dong, Mr. Dong is deemed to be beneficial
interested in such Shares by virtue of the SFO.

(ii) Long positions in the underlying shares (i)
of the Company as at 30 June 2014:

Capacity in which

Name of Directors interest are held
EHEME BERERZHH
Dong Shutong Beneficial owner
BEER EnERA
Held by spouse
HEEHAE
Dong Chengzhe Beneficial owner
EE BEnERA
Song Wenzhou Beneficial owner
R EnERA
Yang Fei Beneficial owner
L Fi] BEHEERA
Note: The share options are unlisted equity-settled

options granted pursuant to the Company’s
share option scheme adopted on 2 May
2005. Upon exercise of the share options in
accordance with such share option scheme.
Shares are issuable to the option holder(s) who
exercise(s) the rights.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS

IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 30 June 2014, shareholders (other than the
interest disclosed above in respect of the Director
who is also a substantial shareholder of the
Company) who had interests and short positions in
the shares and underlying shares of the Company
which have been disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required
to be kept by the Company under Section 336 of the
SFO were as follows:

Long positions in the shares and underlying
shares of the Company as at 30 June 2014:

Capacity in which

Name of Shareholders interest are held

RREE BEERZE7

Easyman Beneficial owner
ERMAA

Soen Bin Kuan Beneficial owner

TRIE EnlEEA

Sun Qiaodian (note 1) Beneficial owner

FI9E (HFE1) EmEB A

Held by spouse
BB A

CEEARAMER

FERRRADQARD REERKRG
hEERAR

RZZ-—NFRA=+H  BR(FEEL
XEEREASRRREBRRZEEMY
Hem) NARR B KRR AR
BESLBEERIEXVIE2REIDE
ZREBMARAIRE - JRHENAAT
RIEES M EKRIIEIBGRRERATE
ZERMAZER AR INT

R-B-MEXA=+ARAATRA
RAAERGZHA

Approximate

Number of  percentage to
Shares/ the issued
underlying share capital
Shares of the Company

LR NN

Bz BRAREZ
HERDHE BHOBD

1,481,074,705 58.01%
182,734,104 7.16%
1,700,000 0.07%
(note 2)
(fFzE2)
1,510,930,705 59.18%
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rERERNHMER
Notes:
1. Ms. Sun Qiaodian is the spouse of Mr. Dong Shutong,

whose interest was disclosed in previous section.

2. The share option are unlisted equity-settled options
granted pursuant to the Company’s share option
scheme adopted on 2 May 2005. Upon exercise of the
share options in accordance with such share option
scheme. Shares are issuable to the option holder(s) who
exercise(s) the rights.

Save as disclosed above, so far as was known to
the Directors, there was no other person who, as at
30 June 2014, had an interest or short position in the
Shares and underlying Shares which would fall to be
disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, who was,
directly or indirectly, beneficially interested in 5% or
more of the issued share capital of the Company; or
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.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed on 2 May
2005, the Company adopted a share option scheme
(the “Share Option Scheme”) for the purpose of
enabling the Company to recruit and retain high-
calibre employees and attract resources that are
valuable to the Group and to provide the Company
with a means of giving incentive to, rewarding,
remunerating, compensating and/or providing
benefits to such persons who contribute or may bring
benefit to the Group. The Share Option Scheme will
remain in force for a period of 10 years from adoption
of such scheme and will expire on 2 May 2015.
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The options granted under the Share Option Scheme 1R IZFEARHE ST 2] 2 1670 - BIBEREZ
have an exercise period of 10 years from the date of 7 BEREZITEHHENBRES
acceptance of the options, which is in compliance ~ Bzt BH+4 X EFHRBRERAR
with the terms of the Share Option Scheme, subject [R - B - (£ 20% 2 BE AR #E m] A 122 AN BE AR
to a vesting schedule of 5 years whereby only 20% e H12EBEITE - MEARAREE
of the options is exercisable 12 months after the date 48> —FE1T{E AN 20% BT IE - H 2 HE M
of acceptance of the options and an additional 20% REEMNBEHERFESH B —HAHR{T
of the options shall be exercisable by the grantee in {2 ZREEA%IE - BN A A B) B8 I ~ &
each subsequent year until the last day of the 5-year HEBEWTR

period after the date of acceptance of the options

when 100% of the options become exercisable.

Details of movements in the Company’s share

options during the period are as follows:

No. of share options
BRERE

Price of
Outstanding Outstanding Company’s
asat Granted Exercised Lapsed asat Exercise shares at
1 January during the during the during the 30 June priceof exercise date
2014 period period period 2014 share options of options
(note 1) (note 2)
R=F-mF R=2-RF KRERY
-A-B RA=TA BREZ RERE
HAE  REARE  REAGE  RERAR MR TkE TEANRE
(M3E1) (Mz2)
HK$S HK$
B BT
Directors Bz
Mr. Dong Shutong BEZAgL 5,000,000 - - - 5,000,000 1.07 NATER
Ms. Ng See Wai REERL*
Rowena* 8,000,000 - - (8,000,000) - 0.63 NATER
Mr.Dong Chengzhe — Efittts 1,275,000 - - - 1,275,000 191 NATE R
1,500,000 - - - 1,500,000 0.63 NAPER
Mr.SongWenzhou — RXUM%E4 1,020,000 - - - 1,020,000 107 NATER
1,500,000 - - - 1,500,000 0.63 NATER
Mr. Yang Fei BRAE 1,275,000 - - - 1,275,000 1.91 NATER
1,500,000 - - - 1,500,000 0.63 NATER
Sub-total for number of RFEE 2
share options to e
Directors LED 21,070,000 - - (8,000,000) 13,070,000 - -
Other employees HitER 11,900,000 - - - 11,900,000 107 NATER
8,205,000 - - (470,000 7,735,000 2.45 NATER
32,100,000 - - (800,000) 31,300,000 0.63 NAT @R
Sub-total fornumber ~ FFEMES
of share optionsto B RiE
other employee BENS 52,305,000 - - (1,270,000) 50,935,000
Total st 73,275,000 - - (9,270,000) 64,005,000
Resigned on 1 January 2014 * R-ZT—MFE—A—BET
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Notes:

1. The exercise price of the share options is subject to
adjustment in the case of rights or bonus issues, or other
similar changes in the Company’s share capital.

2. The price of the shares of the Company as at the date
of exercise of the share options is the Stock Exchange’s
closing price on the trading date immediately prior to the
date on which the share options were exercised.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in the paragraph headed “SHARE
OPTION SCHEME" above, at no time during the six
months ended 30 June 2014 was the Company,
its holding company, or any of its subsidiaries and
fellow subsidiaries, a party to any arrangements to
enable the Directors to acquire benefits by means
of the acquisition of shares in, or debentures of, the
Company or any other body corporate.
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CONNECTED TRANSACTIONS

Pursuant to the extraordinary general meetings of
the Company held on 28 January 2010 and 22 June
2012, the Company’s independent shareholders
approved the continuing connected transactions
in relation to the exclusive ores purchase from PT.
Yiwan Mining. According to the Exclusive Offtake
Agreement and supplemental agreements entered
into between PT. Yiwan Mining and SEAM in
connection with the purchasing of ore, PT. Yiwan
Mining agreed to supply ore to the Group until 24
January 2036. According to the Exclusive Offtake
Agreement and supplemental agreements, the
prices for these continuing connected transactions
would be US$16 per dry tonne and subsequently
adjusted to the new export price (“New Export Price”)
pursuant to the recommendation letter issued by the
Minister of Mineral and Coal on 25 June 2012 to the
Minister of Commerce of Indonesia. Pursuant to the
terms of the Exclusive Offtake Agreement, SEAM and
PT. Yiwan Mining may agree to alter the purchase
price if being directed by the relevant governmental
authorities. Since the New Export Price is a price
directed by the relevant governmental authorities
of Indonesia, SEAM and PT. Yiwan Mining have
agreed to adopt the New Export Price as the ore
purchase price commencing from 1 July 2012 under
the Exclusive Offtake Agreement. These transactions
will be entered into in usual and ordinary course of
business of the Group and the annual cap for these
transactions for the years ending 31 December 2012,
2013 and 2014 will not exceed HK$998.4 million,
HK$1,248 million and HK$1,248 million, respectively.

Save as disclosed above, no contracts of
significance to which the Company, its subsidiaries,
holding companies or associated companies was a
party subsisted at any time during the period or at
the end of the period.
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The Independent Non-executive Directors have
reviewed the continuing connected transactions in
2014 and confirm that the transactions have been
entered into:

(1) in the ordinary and usual course of business
of the Group;

(2) either on normal commercial terms or, if there
are not sufficient comparable transactions to
judge whether they are on normal commercial
terms, on terms no less favourable to the
Group than terms available to or from (as
appropriate) independent third parties;

(3) in accordance with the relevant agreement
governing them on terms that are fair and
reasonable and in the interests of the
shareholders of the Group as a whole; and

(4) have not exceeded the relevant maximum
amount capped in accordance to the waiver
previously granted by the Stock Exchange.

DIRECTORS’ INTERESTS IN A
COMPETING BUSINESS

During the period, none of the Directors had any
interest in a business which competes or is likely
to compete, either directly or indirectly, with the
businesses of the Group.
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AUDIT COMMITTEE

The Company established an audit committee
pursuant to a resolution of the Directors passed on 2
May 2005 in compliance with Rule 3.21 of the Listing
Rules. The primary duties of the audit committee are
to review the financial reporting process and internal
control procedures of the Group.

The audit committee consists of Mr. Wong Chi
Keung, Mr. Bai Bachua and Mr. Huang Changhuai
— Independent Non-executive Directors of the
Company and Mr. Wong Chi Keung is the Chairman
of the audit committee.

The audit committee has reviewed with management
the accounting principles and practices adopted by
the Group and discussed auditing, internal control
and financial reporting matters including the review
of the financial information for the six months ended
30 June 2014.

REMUNERATION COMMITTEE

The Company established a remuneration committee
pursuant to a resolution of the Directors passed
on 10 April 2006 in compliance with the Corporate
Governance Code as set out in Appendix 14 of the
Listing rules (“CG Code”").

The remuneration committee consists of Mr. Wong
Chi Keung, Mr. Bai Baohua, Mr. Huang Changhuai
— Independent Non-executive Directors of the
Company and Mr. Dong Shutong — Executive
Director of the Company. Mr. Huang Changhuai is
the chairman of the remuneration committee.

NOMINATION COMMITTEE

The Company established a nomination committee
pursuant to a resolution of the Directors passed on
30 December 2011 in compliance with the CG Code.
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The nomination committee consists of Mr. Wong
Chi Keung, Mr. Bai Baohua, Mr. Huang Changhuai
— Independent Non-executive Directors of the
Company and Mr. Dong Shutong — Executive
Director of the Company. Mr. Dong Shutong is the
chairman of the nomination committee.

EMPLOYEES REMUNERATION POLICY
The remuneration policy of the Group to reward its
employees and Executive Directors is based on their
performance, qualifications, competence displayed,
market comparable and the performance of the
Group. Remuneration packages typically comprise
salary, housing allowances, discretionary bonus,
other fringe benefits and the Group’s contribution
to retirement benefits schemes. The remuneration
of Executive Directors and senior management are
determined by the Remuneration Committee which
will review them regularly. To provide incentive to
the relevant participants, including the Directors and
eligible employees, the Company has adopted the
Share Option Scheme.

MODEL CODE

The Company has adopted the Model Code as
the code for securities transactions by Directors.
Having made specific enquiries, the Company has
confirmed that all Directors have compiled with the
requirements set out in the Model Code.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY
Neither the Company nor any of its subsidiaries had
purchased, redeemed or sold any of the Company’s
listed securities during the period.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the six months ended 30 June 2014.
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