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Financial Highlights

MBERE

Six months ended 30 June
BEXRA=THLAEA

2015 2014
—E-HF —ZE-mEF
HK$’000 HK$'000
FET FAET
(Unaudited) (Unaudited)
(REER) (CRE&EZ)
Revenue Wk 28,182 201,405
Gross Profit ESA| 963 3,133
Loss before Interest, Tax, BRAE - FHIE - TER
Depreciation and Amortisation EiEp 2 BB
(“LBITDA”) (TLBITDA]) (31,175) (10,247)
Loss before income tax Byl =] (207,521) (70,085)
Loss Attributable to Equity Holders 7R A &#E 514G AJENL
of the Company =31 (207,260) (70,685)
Gross Profit Margin EFE 3.4% 1.6%
LBITDA Margin LBITDA (110.6%) (5.1%)
Net Loss Margin FERE (736.4%) (35.4%)
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Management Discussion and Analysis

THEBHWES N

OPERATING ENVIRONMENT ANALYSIS
Impact of Export Ban

The business of the Group has been severely affected by
the Export Ban (as hereinafter defined) since 12 January
2014.

Pursuant to the relevant regulations promulgated in
Indonesia, unprocessed ore export by mining business
licence holders in Indonesia (“IUP Holders”) has been
banned from 12 January 2014 onwards unless the I[UP
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”).

The Group purchases ores for both trading of limonitic ore
business and self-use manufacturing of iron and steel
products. In the past few years, the Group enjoyed fixed
price in ore supply through an exclusive offtake agreement
(“EOA).

After the Export Ban, the ore trading business, which
contributed 91% of revenue to the Group in 2013, was
completely suspended. The turnover from ore trading
business shrank 96.5% from HK$1,493.9 million in 2013
to HK$52.1 million in 2014. There was no turnover from
ore trading business in the first half of 2015.

Besides the direct impact on the ore trading business, the
Export Ban also adversely affected the manufacturing
operation of iron and steel products. Without ore supply in
stable price under the EOA, the Group had to purchase
the ores from the PRC market with volatile ore price
fluctuation which affected the cost of manufacturing of the
iron and steel products.
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Management Discussion and Analysis

Operating environment in 2015

In the first half of 2015, the PRC’s steel market continued
to be negatively affected by over-supply and the persisting
weak steel price under fierce competition in the steel
market. As a result, the gross margin of iron and steel
products remained thin.

We remain pessimistic about the steel market in the PRC
in the short-term due to the continuation of the over-
supply and the persisting weak steel price under fierce
competition in the steel market. We expect the price of
iron and steel products 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. 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
the 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. Moreover, the Group
completed the innovation on the new “high-strength steel”
product in the second half of the year 2014 which can be
applied to bridge construction, offshore oil platform
construction, marine construction, ship construction,
power transmission engineering and marine transport
facilities. Despite the new “high-strength steel” products
launching to the market is at very beginning stage, the
Directors believe that the “high-strength steel” product
can contribute substantially to the Group’s future
operating profits upon the successful exploration and
development of the new “high-strength steel” products in
the PRC'’s steel market in the near future.
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Management Discussion and Analysis

THEBHWES N

BUSINESS REVIEW

Project Progress

In the PRC

Lianyungang City East Harvest Mining Company Limited,
a wholly-owned subsidiary of the Company, has
constructed a production plant to produce nickel fine
powder. The first production line of the production plant
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.

Due to the Export Ban, the production of iron ores related
products was affected substantially. The management
has decided to suspend the production plan to a later
period.
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Management Discussion and Analysis

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.
After the Export Ban which affected our cash flow position
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. Management is currently negotiating with the
relevant parties to facilitate the completion of the
proposed disposal despite longer than expected time was
spent as a result of the rapid changes in environment the
SEAM operates in.

Business Development

Ore trading business

The Group purchases ores from Indonesia through the
EOA 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.

After the Export Ban, the ore trading business of the
Group has been suspended 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
2015.

Interim Report 2015

THEBMWES

HHIE

ARARENEEMEINZEHBA
A PT. Mandan Steel # B /& 7~ £ & &
)G HMIN T Ko A EE 4% © PT. Mandan
Steel TN R 5E /& EI) B 25 B ) 48 PR 122 2%
BE SRHNEPRENFSNZE-
BEHENFRERT TRUEEN
ERE o MBI MRE B 854 E WA fE R
SERE 2R UINMBEIEMMISHE -
BN TR SR B MEN A « HEE
AhANESDEBR F—RBEERES
B REERARRNEENE QT
EEXZRIHERARRENEES
LB BRESEE  BR &R
MEREEERE BEREBELER
BEHRE PoBERENSEL -
FPEREENRERERINEOL
EBEME - MEARRARZEHRB AR
FEREARR AR (FEEREE]D30%
EHEETH  AEERESREM
BMERBRABBEERE - BERF
WEMNCEREHR2RE L E5
ERENESMELERESZ  E12ESB
A IEELA R MAER - (R fF Ak %
HE o

EBBR

ROEEG ¥

765 B35 38 98 5OBR IR 1p o DA B E (B 48
MENEMARANRAERREE I
BER-_ZZNFFRBBAE=T
HERO -

EHAE R ARENRERAESHX
Bl RAEMEHEEE/RRK =
E-RFE2FEREHARER B R
REFETREREETE -

China Nickel Resources Holdings Company Limited 9



Management Discussion and Analysis

THEBHWES N

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.

The Directors are considering any possible alternatives,
including but not limited to, co-operation with local
enterprises for building up steel mills in Indonesia.

Steel-making operations

For the steel-making operations of the Group, both the
sales volume and profit margins of stainless steel products
and Ni-Cr alloy steel ingot shrank continuously as a result
of the weak demand and intense competition in the PRC.
In addition, due to the continuing weak demand in iron
and steel market, our production suspended after the
long Chinese New Year holidays in the year of 2015.
Since early July 2015, the Group’s steel-making
operations has been resumed gradually.

While we expect the keen competition in the PRC will
continue in the whole year of 2015, 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 2015, the Group had net current liabilities
of approximately HK$2,466.8 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 report, the
Group has successfully renewed or obtained short-term
borrowings of HK$150 million. Based on the
management’s past experience, the Group did not
encounter any significant difficulties in renewing the
borrowings.
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Management Discussion and Analysis

In addition, based on the framework agreement with a
potential investor for the disposal of 30% equity interests
of SEAM, a wholly-owned subsidiary of the Group,
aggregate consideration will be approximately RMB900
million (equivalent to approximately HK$1.1 billion). The
transaction is still in progress and due to the rapid change
in operating and regulatory environment of our subsidiary,
the potential investor needs more time for conducting
their due diligence work.

Event of Default and Cross-Default

Bonds

During the year of 2014 and the six months ended 30
June 2015, the Group had default in payment of due
interest and principal under the terms and conditions of
the bonds, the default may trigger a cross-default in
accordance with respective terms and conditions of the
bonds. In such an event, DB Trustees (Hong Kong)
Limited, in its respective capacities as trustee for the
holders of the bonds is entitled to, amongst other things,
accelerate the Company’s obligations under the bonds
and declare the outstanding principal amounts of the
Bonds to be immediately due and payable, together with
outstanding interest and all other sums payable. As at the
date of this report, DB Trustees (Hong Kong) Limited has
not made any demand for immediate repayment of the
12% Coupon Senior Bonds, the 8% Coupon Convertible
Bonds or the Modified 10% Coupon Bonds. As at the
date of this report, (i) the principal amount of the 12%
Coupon Senior Bonds of HK$390,990,000 and the
accrued interest of HK$47,807,000 are outstanding; (ii)
the principal amount of the 8% Coupon Convertible
Bonds of HK$117,525,000 and the accrued interest of
HK$10,407,000 are outstanding; and (iii) the principal
amount of the Modified 10% Coupon Bonds of
HK$28,400,000 and the accrued interest of
HK$3,604,000 are outstanding.

Interim Report 2015

China Nickel Resources Holdings Company Limited

THEBMWES

SN - Tﬁ?ﬁ\ﬁﬂiﬁéﬁii’%&ﬁ%ﬂﬁﬁ
Bipas - B BARBEBHOAREQ
B (EERHIE /an)ﬁ‘iﬁ‘%@
2EMBER 7@%%%30%%/\ °
REAFIHE R %&%L@“&%’:f—
BaE EZ&‘%WE}%HEP i 22 4%
AEREEZZHMETRRES -

BEORRXENEH
&%
RIZZE—NFRAREBE_ZT—HFN
A=+HLEXEAR  AEEER
BHERREEET 2 BB RAR
& RBEEFBBIER RGNS R
RIBA BB NEL - RUILSEHT -
EREFIFEAZGERA BEEE
(BB BRAREmA R (BEET
R MRARRRZEHFRAREERS
mEAHZKEBEAS KEEFER
FrEEMmENSBEERTANEE -
HEAREBH ZESET(ES)
BERAREAEDEMERIANEER
12% ZEEELES 8% EEMEA R
BEFHASIETN10% ZEEEF
BEAREAE () 12%ZmEEL
&% 2 KEE A S 5390,990,000/8 7T
N fE=tF B A 47,807,000/8 7T ¢ (i) 8%
ZmEARBESFABEERS A
117,625,000 7T & FE & 7 B &
10,407,000/ 7T © I (jii) & 1E 2] K9 10%
=W B EH AR EEAS A28,400,000
BT & EETFIE A 8,604,000 7T ©

1



Management Discussion and Analysis

THEBHWES N

Bank loans

CITIC Loan

Under the terms and conditions of the bank loan from
China CITIC Bank International Limited (“CITIC Bank”) to
the Company (the “CITIC Loan”), payment of the interest
in respect of one of the CITIC Loan in the amount of
US$96,000 (equivalent to approximately HK$745,000)
has fallen due and was payable on 12 January 2015. The
Company did not repay the above interest.

On 14 January 2015, the Company received a demand
letter from the CITIC Bank demanding settlement of all the
outstanding principal amount of US$25,616,000
(equivalent to approximately HK$198,587,000) together
with accrued interests, other charges and any amount
due to the CITIC Bank (“Full Outstanding Amount of CITIC
Loan”) thereon in full on or before 22 January 2015. Since
the Company did not repay the Full Outstanding Amount
of CITIC Loan by 22 January 2015, the CITIC Bank is
entitled to lodge their claims against the covering standby
letters of credit issued by China CITIC Bank Corporation
Limited, as a security of the CITIC Loan.

Under the terms and conditions of the CITIC Bank, the
principal in the amount of US$12,516,000 (equivalent to
approximately HK$97,030,000) has fallen due and was
payable on 6 July 2015. Since the Company did not repay
the above principal, on 6 July 2015, the CITIC Bank
lodged and has completed its claims against the covering
standby letter of credit issued by China CITIC Bank
Corporation Limited, as a security of the CITIC Loan fully
backed up by the pledged deposit of the Group, for the
outstanding principal amount of US$12,516,000
(equivalent to approximately HK$97,030,000) together
with accrued interests, other charges and any amount
due to the CITIC Bank thereon in full.
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Management Discussion and Analysis

Up to the date of this report, CITIC Bank has not lodged
its claims against the securities in respect of the
remaining outstanding CITIC Loan with principal amount
of US$13,100,000 (equivalent to approximately
HK$101,557,000), that is, the stand-by letters of credit
issued by China CITIC Bank Corporation Limited fully
backed up by the pledged deposit of the Group. The
remaining outstanding principal has not been settled and
the interest rate swap contracts entered between CITIC
Bank and the Company remain effective with no loss has
been incurred from the unwinding interest.

SCB Loan

Under the terms and conditions of the bank loan facility
letters from Shanghai Commercial Bank Limited (the
“SCB”) to the Company (the “SCB Loan”), payment of the
interest in respect of one of the SCB Loan in the amount
of US$100,000 (equivalent to approximately HK$775,000)
has fallen due and was payable on 12 January 2015 (the
“Due Date”). The Company did not repay the above
interest.

On 14 January 2015, the Company received a demand
letter from the SCB demanding settlement of all the
outstanding principal amount of US$15,650,000
(equivalent to approximately HK$121,386,000) together
with accrued interests, other charges and any amount
due to the SCB (“Full Outstanding Amount of SCB Loan”)
thereon in full on or before 22 January 2015. Otherwise
the SCB would be entitled to lodge their claims against
the covering standby letters of credit issued by Bank of
Jiangsu Company Limited, as a security of the SCB Loan.

The Company did not repay SCB the Full Outstanding
Amount of SCB Loan by 22 January 2015. As a result, on
26 January 2015, the SCB lodged and has completed its
claims against the securities and the Full Outstanding
Amount of SCB Loan have been fully offset by the
pledged deposit of the Group.
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Management Discussion and Analysis

THEBHWES N

SPD Loan

On 26 January 2015, the Company received a demand
letter from Shanghai Pudong Development Bank Co., Ltd.
(“SPD”) in relation to the bank loan facility and interest rate
swap facility granted to the Company by SPD.

On 5 February 2015, the Company did not repay SPD all
the outstanding principal, accrued interests and the break
funding cost due by the Company to SPD (“Full
Outstanding Amount of SPD Loan”). As a result, the SPD
lodged and completed its claims for the Full Outstanding
Amount of SPD Loan against the securities, that is, the
irrevocable and unconditional letters of guarantee issued
by the SPD Zhengzhou Branch fully backed up by the
pledged deposit of the Group. The Full Outstanding
Amount of SPD Loan have been fully offset by the
pledged deposit of the Group.

The transactions under the interest rate swap contracts
entered between the SPD and the Company was
terminated immediately.

Subsequent Event

Winding up petition against a subsidiary

CNR Group Holdings Pte. Ltd. (“CNR Singapore”), a
wholly-owned subsidiary of the Company, was notified by
the legal advisers acting for Shinewarm Resources (HK)
Group Limited (“Shinewarm”) that an application was
presented on 27 August 2015 to the High Court of the
Republic of Singapore seeking the winding up of CNR
Singapore at the hearing on 18 September 2015. The
application was based on a claim by Shinewarm for
US$444,000 (equivalent to approximately HK$3,440,000)
and future interest that continues to accrue under an
arbitral award dated 1 April 2015 and a statutory demand
under section 254(2)(a) of the Singapore Companies Act
(Cap 50) dated 5 May 2015 which had been handed
down in respect of refundable trading prepayment made
by Shinewarm to CNR Singapore and certain costs and
interest. More details were contained in the Company’s
announcement dated 28 August 2015. The Directors
believe that this claim will be settled in the short term and
will have no material adverse impact to the financial
performance and operations of the Group.
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FINANCIAL REVIEW
Turnover and sales volume

Management Discussion and Analysis

THEBEWRAS W

Major products of the Group were stainless steel
products, ferro-nickel alloys and Ni-Cr alloy steel ingots.
The table below sets out the turnover and sales volume of

our products for the periods indicated:

g ey

ERENEE

AEBzTBERATHMER 12
Bt RRKASHIE - TR A
SEERNAARERZ EXBRIEE

Turnover [=E2-]
2015 2014
—E-RfF —E—F
First Half First Half
g E¥F
HK$’000 % HK$'000 %
FERT FHT
Mineral Resources: BYER :
Limonitic ores B - 0% 22,755 12%
Iron and Steel Products: &3S :
Stainless steel products Tl & 4,198 15% 82,497 41%
Ferro-nickel alloys RiFE S RHEAM
and others 15,266 54% 57,197 28%
Ni-Cr alloy steel ingots 28 A o lisE 8,718 31% 38,956 19%
Total et 28,182 100% 201,405 100%
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Management Discussion and Analysis

THBE RS

Sales volume HE
2015 2014
—E—-AF —ET—OF
First Half First Half
E¥F F¥EFE
Tonnes % Tonnes %
AW NU
Mineral Resources: BYER :
Limonitic ores (dry tonnes) #8 & (82 /A1) - 0% 55,448 63%
Iron and Steel Products: $f#3m :
Stainless steel products THHE SR 790 9% 11,750 14%
Ferro-nickel alloys iR A e MEA
and others 6,907 75% 15,176 18%
Ni-Cr alloy steel ingots fRIRE S MiE 1,521 16% 3,913 5%
Total st 9,218 100% 86,287 100%

The Group’s turnover for the first half year of 2015 was
HK$28.2 million (2014: HK$201.4 million), a decrease of
86.0% as compared with the corresponding period of last
year. The decrease in turnover was mainly attributable to
weak demand and intense competition in the PRC and
both the sales volume and selling price of stainless steel
products, ferro-nickel alloys and Ni-Cr alloy steel ingots
shrank continuously.

Pursuant to the Export Ban, unprocessed iron ore export
from PT. Yiwan Mining (“Yiwan”) to our Group has been
suspended from 12 January 2014 onwards. The ore
trading business of the Group was suspended and there
was a significant negative impact on the financial and
operating results of the Group in 2014 and 2015. It is
possible that the relevant mining regulations in Indonesia
may be amended but there is no guarantee that the
Export Ban will be uplifted in near future.
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Management Discussion and Analysis

Cost of sales

The cost of sales for the first half year of 2015 decreased
by HK$171.1 million, or 86.3%, to HK$27.2 million (2014:
HK$198.3 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:

THEBMWES

SHER A&

ZE-RAFLEFF2HERNRD
1711 ABBITH86.3% 272 AEB
TT(ZZ—VO4F : 198.3FEHETT) ° 84
ERARDEEERERL B TK
BOAEERATRERZ BEERAK
ZBAHH

2015 2014
=T-IF —FlF
First Half First Half
F¥F +F¥F
HK$’000 % HK$'000 %
FERT FHT
Raw materials [ R 8,372 31% 145,706 73%
Fuel and utilities WR¥E KB B 2,669 10% 14,888 8%
Depreciation e 12,252 45% 24,917 13%
Staff costs BIRAK 3,531 13% 7,316 4%
Others Hih 395 1% 5,445 2%
Total 45T 27,219 100% 198,272 100%
Gross profit EX

The Group’s total gross profit for the first half of 2015 was
HK$1.0 million (2014: HK$3.1 million), and the gross profit
margin was 3.4% (2014: 1.6%). There is slight
improvement in gross profit margin mainly due to the
change in product mix, particularly increased sales of
products with higher profit margin. However, due to the
weak demand in steel market which affected the overall
revenue of iron and steel products, the gross profit
remained thin.

Other gains, net

Other gains, net for the first half year of 2015 was HK$8.8
million (2014: HK$21.9 million), which is lower than that of
the corresponding period in 2014.

Selling and distribution costs

Selling and distribution costs for the first half year of 2015
decreased by HK$4.4 million, or 74.6%, to HK$1.5 million
(2014: HK$5.9 million), representing 5.3% of the turnover
(2014: 2.9%). The decrease in selling and distribution
costs was mainly due to decrease in sales.
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Management Discussion and Analysis

THBE RS

Administrative expenses

Administrative expenses for the first half of 2015 remained
stable and slightly decreased by HK$4.0 million or 4.0%,
to HK$97.3 million (2014: HK$101.3 million), representing
345.2% of the turnover (2014: 50.3%).

Finance costs

Finance costs mainly included interest expenses of bank
borrowings, senior bonds and convertible bonds. Finance
costs for the first half year of 2015 was HK$133.0 million
(2014: HK$113.9 million).

Other expenses
Other expenses for the first half of 2015 increased by
HK$0.5 million to HK$1.5 million (2014: HK$1.0 million).

Loss before income tax

The loss before income tax for the first half year of 2015
was HK$207.5 million (2014: HK$70.1 million). Loss
before tax margin was 736.4% (2014: 35.4%). The loss
before interest, tax, depreciation and amortisation
(“LBITDA”) margin was 110.6% (2014: 5.1%).

Income tax expense
Income tax expense for the six months ended 30 June
2014 related to the ore trading business.

Loss attributable to equity holders of the
Company

The loss attributable to equity holders of the Company for
the first half year of 2015 was HK$207.3 million (2014:
HK$70.7 million).
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Management Discussion and Analysis

THEBEWRAS W

Key financial ratios FEMBLEE
Six months
ended Year ended
30 June 31 December
Notes 2015 2014
8= HE
—E-HF —E—F
RA=+H +=ZA=+—H
0: 1ER{E A IEFE
Current ratio ML = 1 27% 40%
Inventories turnover days FEEEAY 2 2,054 days A 223 days H
Debtor turnover days FEMBRGEE RS 3 126 days A 25 days H
Creditor turnover days ENEZEEAH 4 2,608 days B 670 days H
Interest cover BFEF B EE 5 -0.8 times 1& —2.5 times %
Interest-bearing gearing ratio FFEEARARELE 6 193% 174%
Debt to LBITDA ratio & &8 LBITDA
L 7 -75.6 times f& ~7.3 times f
Net debt/Capital and net debt FEBE B
ratio FaELE 8 1% 67%
Notes: B EE

Interim

Current assets/current liabilities X 100%

Inventories/cost of sales X 181 days or 365 days

Trade and notes receivables/turnover X 181 days or 365 days

Trade and notes payables/cost of sales X 181 days or 365 days

Profit before interest and tax/net interest expense

Interest-bearing loans and other borrowings (including
convertible bonds)/equity attributable to equity holders of the
Company X 100%

Interest-bearing loans and other borrowings (including
convertible bonds)/LBITDA

Net debt*/Capital and net debt X 100%

Net debt included bank and other borrowings, convertible
bonds (the liability component), trade and notes payables and
other payables and accruals less cash and cash equivalents
and pledged time deposits.

1. RBEE,FEEE X 100%
2. 78,/ ER A X 181 51365 B

3. FEMBR TR IR K 58 X 181 A
%365 H

4. FEN RN A BRI SH R RS X 181
A5k365R

5. BB RBIERTET], F B FE

6. AREERRAEMERE(RETRKE
%)/ AREEEFEAEEEREX
100%

7. ARERRAMER(RETRBRE
%),/ LBITDA

8. BEFE S RAKEEFEX100%

- BEFEBERITREMER - ATRK
Ex(BEBD)  BNEARENRE
REMENFRKERENHRREER
ReSEMEBERESRER -
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Management Discussion and Analysis

THEBHWES N

Property, plant and equipment

Property, plant and equipment as at 30 June 2015 mainly
comprised plant and machinery, buildings and
construction in progress. The decrease in balance to
HK$1,121.1 million (2014: HK$1,178.0 million) was mainly
due to the depreciation charges for offset by the addition
during the period.

Intangible asset
The intangible asset solely represents the unamortised
amount of the exclusive offtake right.

Inventories

The inventory turnover days increased from 223 days in
2014 to 2,054 days in the six months ended 30 June
2015.

Trade and notes receivables

The debtor turnover days increased from 25 days in 2014
to 126 days in the six months ended 30 June 2015. As at
30 June 2015, trade and notes receivables balance
decreased by HK$3.5 million, or 15.3%, to HK$19.7
million (2014: HK$23.2 million).

Prepayments, deposits and other receivables
The prepayments, deposits and other receivables mainly
comprised of prepayment to limonitic ore suppliers.

Cash and cash equivalents and pledged time
deposits

The cash and cash equivalents and pledged time deposits
decreased by approximately HK$699.0 million, or 68.6%,
to approximately HK$319.8 million (2014: HK$1,018.8
million) as at 30 June 2015 when compared to that as at
31 December 2014. It was mainly due to certain pledged
time deposits used to settle certain bank and other
borrowings.
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Management Discussion and Analysis

Trade and notes payables

The creditor turnover days increased from 670 days in
2014 to 2,608 days in the six months ended 30 June
2015. As at 30 June 2015, trade and notes payables
balance decreased by HK$529.5 million, or 57.4%, to
HK$392.3 million (2014: HK$921.8 million). The decrease
was mainly due to decrease in purchase of raw materials
in line with decrease in turnover in the first half of 2015.

Convertible bonds

Decrease in the convertible bonds during the six months
ended 30 June 2015 was resulting from convertible bonds
conversion during the first half year of 2015.

Bank and other borrowings

As at 30 June 2015, total bank and other borrowings
balance decreased by HK$34.5 million, or 1.5%, to
HK$2,239.0 million (2014: HK$2,273.5 million).

Share capital

During the six months ended 30 June 2015, share capital
increased to HK$276.7 million (2014: HK$267.9 million)
due to convertible bonds conversion.

Liquidity and capital resources

The Group’s working capital has been principally sourced
from cash generated from operations and from long-term
and short-term borrowings. The Group also utilised
advances received from our customers to finance part of
our working capital requirements. As at 30 June 2015, the
Group had current liabilities of HK$3,358.6 million, of
which HK$2,239.0 million were bank and other
borrowings repayable within one year and HK$392.3
million were trade and notes payables in respect of
purchase of raw materials.

Interim Report 2015
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Management Discussion and Analysis

THEBHWES N

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 2015, 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 2015, 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.

Security

As at 30 June 2015, the Group had the following assets
being pledged: (1) time deposits of HK$281.5 million
(2014: HK$1,007.3 million) and certain parcels of the
Group’s leasehold lands situated in the PRC with
aggregate carrying amounts of HK$198.5 million (2014:
HK$200.9 million) were secured for notes payables of
HK$267.6 million (2014: HK$797.5 million) and bank
loans granted to the Company and certain Group’s
subsidiaries of HK$520.2 million (2014: HK$702.7 million);
and (2) the EOA with Yiwan and a USD bank deposit of
HK$0.01 million (2014: HK$0.01 million) were secured for
the convertible bonds and senior bonds issued by the
Company.
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Management Discussion and Analysis

Capital commitment

As at 30 June 2015, the Group had capital commitments
in the amount of approximately HK$58.7 million (2014:
HK$58.7 million).

CONCLUSION AND PROSPECTS

In the first half of 2015 was full of challenges and
uncertainties both for the market and the Group. The
over-supply situation had not fundamentally improved
amid the increasingly fierce competition from similar
products in the steel product. As a result, the gross profit
margin of iron and steel products remained thin during the
period.

We expect the economy of the PRC will continue its
healthy growth trend and the demand and profitability of
our steel products will rebound in the future.

In the 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.

We believe that after the technology industrialisation and

modernisation of steel products, the Group will have a
stronger competitive advantage in the industry.
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Interim Condensed Consolidated Income Statement

PRIERGESRR R

For the six months ended 30 June 2015
HE-T-—RFA=THIAMAA

Six months ended 30 June
BEAA=THLAEA

2015 2014
—E-RF —E—NF
Notes HK$’000 HK$'000
Ft & FHT FAT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Revenue W 25 5 28,182 201,405
Cost of sales SHERAR (27,219) (198,272)
Gross profit EF 963 8,138
Other gains, net HRF)FE 5 8,823 21,915
Selling and distribution costs HE K SRR (1,485) (5,855)
Administrative expenses TER R (97,298) (101,320)
Finance income BB WA 7 15,993 127,208
Finance costs BhE AL AN 7 (133,027) (113,926)
Other expenses Hh A% (1,490) (992)
Share of loss of an associate FE{E—RE & QA
&8 - (248)
Loss before income tax BRET R AR 6 (207,521) (70,085)
Income tax expense FriSfiA s 8 - (1,273)
Loss for the period HREE (207,521) (71,358)
Attributable to: BR
Equity holders of the Company AR FIH#EREE A (207,260) (70,685)
Non-controlling interests et (261) 673)
(207,521) (71,358)
Loss per share attributable to 7~ Fl#EzE 1%
equity holders of BAEN
the Company SRER
— Basic (HK cents) — EAR (B 10 (7.57) 2.77)
— Diluted (HK cents) — B8 (B 10 (7.57) (2.77)
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Interim Condensed Consolidated Statement of Comprehensive Income

FRIGHGS2EBER

For the six months ended 30 June 2015
BEZZ—RFA=+HILEANEA

Six months ended 30 June
BEARA=THLAEA

2015 2014
—E-HEF —T—UF
HK$°000 HK$'000
FET FHT
(Unaudited) (Unaudited)

(REFR) (REEEZ)

Loss for the period HMREE (207,521) (71,358)
Other comprehensive loss Hitt2HEEE
Items that may be subsequently ABER AL EF 4

reclassified to profit or loss BEm2HA
Exchange differences on translation of EIMNE & RRFTE

foreign operations JEH ESE (1,151) (12,978)
Other comprehensive loss HABEHME2EESE

for the period, net of tax (1,151) (12,978)
Total comprehensive loss HAZXEEEET

for the period (208,672) (84,336)
Attributable to: BR:

Equity holders of the Company AAEE=RAA (208,408) (83,657)

Non-controlling interests FEFE RS (264) 679)

(208,672) (84,336)
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Interim Condensed Consolidated Statement of Financial Position

AR B R & MK &

As At 30 June 2015
RZZT—AFSA=+H

30 June 31 December

2015 2014
—E-HF —T—MOF
AA=tHB +=A=+—H
Notes HK$°000 HK$'000
Pt & FET FAT
(Unaudited) (Audited)
(REEER) (FE&E%)
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment  #1% « & K& E 11 1,121,140 1,178,003
Prepaid land lease payments ~ F8{F +Hb i E 3118 194,037 196,418
Intangible asset EmEEE 12 2,384,543 2,384,543
Deferred tax assets EIETIEE E 1,115 1,115
Other non-current asset Hib3EmEBEE 4,361 3,846
3,705,196 3,763,925
Current assets RENEE
Inventories TE 13 308,850 307,035
Trade and notes receivables FEUBR TR K
EWREE 14 19,695 23,248
Prepayments, deposits and FERNRIE - ZE Rk
other receivables H b e RIE 15 243,559 254,565
Pledged time deposits B E BE R 16 281,494 1,007,304
Cash and cash equivalents BeRReEEY 16 38,288 11,520
891,886 1,603,672
Total assets HEE 4,597,082 5,367,597
EQUITY i
Capital and reserves RN TR
attributable to equity BEAEWN
holders of the Company BEARR #E
Share capital RE AR 20 276,654 267,854
Reserves 1 943,092 1,118,058
1,219,746 1,385,912
Non-controlling interests FEIERAERS 8,201 8,465
Total equity A 1,227,947 1,394,377
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Interim Condensed Consolidated Statement of Financial Position

R A AR & M B KR &

As At 30 June 2015

KR-Z—RFK A=A

30 June 31 December
2015 2014
—E-HF T UF
ANA=+H +ZA=+—H
Notes HK$’000 HK$’'000
st FHET FHET
(Unaudited) (Audited)
(REEFEZ) (E#|iz)
LIABILITIES afE
Non-current liabilities EREBAE
Other long term payables Hth R B e FRIE 9,123 9,886
Deferred tax liabilities R IAEE 1,365 1,365
10,488 11,251
Current liabilities REBAE
Trade payables FERTBRX 17 124,657 124,286
Notes payables ERTER 17 267,611 797,528
Other payables and accruals ~ E b fEf 5718 &
FEFT A& 499,937 500,477
Bank and other borrowings RITER K
HuEE 18 2,238,994 2,273,465
Convertible bonds AR E 5 19 117,525 143,925
Derivative financial instruments #7448 T A 19 72,493 84,373
Tax payable PRI IR 37,430 37,915
3,358,647 3,961,969
Total liabilities Hes 3,369,135 3,973,220
Total equity and liabilities EEhaEEH 4,597,082 5,367,597
Net current liabilities REAETFE (2,466,761) (2,358,297)
Total assets less current BEERRE
liabilities =F 1,238,435 1,405,628
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Interim Condensed Consolidated Statement of Changes in Equity

PRISRGRSHEREER

For the six months ended 30 June 2015
HE-T-—RFA=THIAMAA

Atributable to equity holders of the Company

FDIRRRAARG
Share Non-
Share Share  Contributed Capital  Statutory option  Exchange Accumulated controlling
capital  premium  suplus  reserve  reseves  reseve reserve losses ~ Sub-fotal interests Total
BER

Br  BBEE RERH® RAER  MRGR BF EHER  BiER it HERES it
HKSOD RSO0 HKSOID  HOO0  HGDD  HOO0 RSO0 HKSOD KO0 HKSOW  HSO
T o TAr Thn  Thn  TAn TR TR TR TR Thn

(Unaudited) (#E50)

For the six months ended §5-%-1f

30 June 2015 RAZTRLAEA

At1 January 2015 H-%-1%-A-A 27854 315210 54 15807 89174 3471 43660 (2767378 1385012 8465 1304311
Lossforthe g ] - - - - - - -l ) ) s

Other comprehensie loss for e periot: - BEATER :
Exchange dfferences on tansaonof AR E

foreign operations EizE - - - - - - (1,148) - (1,149 [£] (1,151)
Total comprehensive oss BhembELE

for the period - - - - - - (1148 (07.260)  (208408) (264 (208672
Equiysetfed share-based RS 2B

compensation expense BERR - - - - - 36 - - %6 - 36
Comiersin o convertte bond HRTERGS 8800 %3076 - - - - - - e -
Tota transactions with owners ~~ EEEA X548 8800 3076 - - - 36 - - oW - oW
At30 June 2015 R-E-EEAR=TR 216654 3,185,286 4154 115,807 8914 3687 M2512 (2974638 1210746 801 12147
For the six months ended BZ-%-MERAZTA

30June 2014 78R
At1 January 2014 H-%-BE-5-B 25304 31494 4751 115807 89,774 36,661 487 (1314245 2808527 9450 2817917

Loss forthe g BhER - = = = - - - (o8 (068 [
Otter comprehiensiveloss for e period: - SRERZEEE :
Bxchange diferences ontensionof B4R E

foregn operations EiRE - - - - - - (19 - (129 6 (297
Total comprehensive loss e -
for the period = = = = = = (2972 (068 (83657 619 (@43%)
Equiysetled shae-based IWRBEE BT
compersaton expense BERR - = = = - 564 - - &4 - 54
Totaltransaction with owners HEEAZRAEE - - - = = [564) - - (564) - [564)

At30 June 2014 HZ%-BERA=TR 25504 314945 a5t 15807 8074 3087 430805 (1384980) 2724308 817t 27801

28 R ERIERER AR “E-hFhH®mE



Interim Condensed Consolidated Statement of Cash Flows

PRIERGRSRaRER

For the six months ended 30 June 2015
BEZZ—RFA=+HILEANEA

Six months ended 30 June

BEAA=1THILEAREAR

2015 2014
—E-HF —=—F
HK$’000 HK$’000
FET FAT
Cash flows from operating KRETEH2HERE
activities
Cash used in operations KERAZES (602,401) (122,871)
Income tax paid B FEH (360) (244)
Net cash flows used in RETEFAZ
operating activities BEREFH (602,761) (123,115)
Cash flows from investing RETEZEHERE
activities
Interest received M EFT1S 58 14,426 3,322
Proceeds from disposal of property,  HEW% « EE &
plant and equipment RERTEIE 23,980 1,053
Purchase of property, plant and BEEYWE  WMEREE
equipment - (22,470)
Decrease in pledged time deposits & & # 5 B 77 70 2 724,955 44,876
Net cash flows generated from REEBEEZ
investing activities ReENEFHE 763,361 26,781
Cash flows from financing RMETBHZ2EHESR
activities
Addition of bank and other borrowings #1817 & H ot & 283,441 520,764
Repayment of bank and BEIBITNEMEE
other borrowings (318,283) (348,455)
Interest paid EAFE (99,008) (95,784)
Net cash flows (used in)/generated BEES (A, EL
from financing activities ZBREeREFHE (133,850) 76,525
Net increase/(decrease)incash HRERREZEYZ
and cash equivalents #h,/ Ghd) B8 26,750 (19,809)
Cash and cash equivalents at FUzBEEkES
beginning of year EEY 11,520 54,065
Effect of foreign exchange rate EH BB TR
changes, net 18 (142)
Cash and cash equivalents at FERZEERES
end of year Z£EY 38,288 34,114
Analysis of balances of cashand BE&RRELZEY
cash equivalents EER DT
Cash and bank balances (Note 16) & MER7T4 4 (3£ 16) 38,288 34,114
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Notes to Interim Condensed Consolidated Financial Information

R B iR & B 55 R LB o

30

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.

The interim condensed consolidated financial
information for the six months ended 30 June 2015
is unaudited and has been reviewed by the audit
committee of the Company. This interim
condensed consolidated financial information was
approved and authorised for issue by the board of
directors on 31 August 2015.

!

R ERIER AR AR

—RE R

ARARRZZEZENF=A+—
ARBEREHSERAIEE2R2E
(—NAR—FE=5%E0 - &ix
G RIEFT) ERSES ML
BEREERAR - NARE
it #% = & {22 7 Cricket Square,
Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111,
Cayman Islands ° 22 7 & H K
BRRA(HBE I AEE])EEE
EMIBMNNPEARLMNE
(TR BT 1) AT RE & BB N i1 & 7K (&=
EKEE 24 SR HER ISR F 7
5% (BB 4R 450012) ° KRR EE
EEMBMURES THER
168-2005% 5 @R L HBE B A
[E 3501 = °

ARBZ EBEBRITEER
RBEABS AEEEERF
Bt =MEsmEEMBEER
BAOEBSER - ARENBND
REEBAZSMARAR
(Mg P 1) EAR 7T o

BREARRER(ERNZE
RO REBREZESEMAL
VHRTEETEEREE(E
%4 ]) & & % A ZEasyman
Assets Management Limited
([Easyman]) B AL B 2 &%
ERAF e
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Notes to Interim Condensed Consolidated Financial Information

o R B R & B 85 58 L B

BASIS OF PREPARATION

This interim condensed consolidated financial
information for the six months ended 30 June 2015
has 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 interim condensed consolidated 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 2014, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRS”).

2.1 Going concern

In preparing this interim condensed
consolidated financial information for the six
months ended 30 June 2015, the Directors
have considered the future liquidity of the
Group. During the six months ended 30
June 2015, the Group incurred a loss of
approximately HK$207,521,000 and had a
net operating cash outflow of approximately
HK$602,761,000 due to the market
downturn and significant change in
operating and regulatory environment of the
Group’s subsidiaries. As at 30 June 2015,
the Group had net current liabilities of
HK$2,466,761,000 and the Group’s
total borrowings amounted to
HK$2,624,130,000, comprised of bank and
other borrowings, convertible bonds and
notes payables of 2,238,994,000,
HK$117,525,000 and 267,611,000,
respectively as at 30 June 2015. Cash and
cash equivalents of the Group amounted to
HK$38,288,000 as at 30 June 2015.

MBI
ABEE-T—AFA=1+H
b8 A 2 R EARSRR AR & B 75
BRI IRR B R st 2 A ([ =
Bt R ]) $345 [ 28t
s | REE R FTiE S TR A
ZHEERAT MR

AR HEASSMBEEMLR
BREFEMBRERMERZPT
BERRBEESRR  WEER
RARBE_ZT-—NFE+-8
=t BLEFEREEENG

& 2E BN (T B B B 75 o 5 %
Il ) AR L8 F E B S Sk — B

21 BERKE
EREREEE=T T
FEXRA=ZTHIEANERZ
FHIR R AR A BT S A R
B BEERARBERRR
PBESHARN - HEZT
—AENA=FBLANAE
A ERTISHEE AR
EEMEBARREEFES
EREHBEEAES) - N
SEH B BEY
207,521,000/ 7t I &
KERSREFEY
602,761,000/ 7T ° R =
T—AFEA~A=1H"
AEERNRBBEFE
/52,466,761,00078 T
mASEBEBEERAR
2624,130000/87T * EFE
BR-Z—RE A=+
A 9 Bl £2238994,0007%8
7T~ 117,525,000 7T &
267,611,000/ 7T 2 $R17
REAMEE - ATRRE
FRENZEE - A5E
R-_ZBE—HFENA=1+
AzESRBEEED
738,288,000/ T ©

China Nickel Resources Holdings Company Limited 31




Notes to Interim Condensed Consolidated Financial Information
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BASIS OF PREPARATION (continued)

2.1

+H
E

Going concern (continued)

On 19 December 2014, the Group failed to
make interest payment totalling
HK$16,108,000 under the relevant terms
and conditions of its Modified 10% Coupon
Bonds, 12% Coupon Senior Bonds and 8%
Coupon Convertible Bonds (together the
“Bonds”), which constituted an event of
default under the respective terms of the
Bonds as at 31 December 2014. During the
six months ended 30 June 2015, the Group
failed to make further interest payment
totalling HK$29,048,000 on the Bonds and
principal payment on the Modified 10%
Coupon Bonds of HK$28,400,000,
details of which have been disclosed in
Note 18(f)(i). As a result, the outstanding
principal amounts of the Bonds totaling
HK$536,915,000 became immediately due
and payable, out of which the 12% Coupon
Senior Bonds and 8% Coupon Convertible
Bonds of HK$390,990,000 and
HK$117,525,000, respectively have been
reclassified as current liabilities as at 31
December 2014 and 30 June 2015,
whereas the Modified 10% Coupon Bonds
of HK$28,400,000 was overdue based on
its original terms of repayment as at 30
June 2015 and therefore the overdue has
not resulted in its reclassification.

As at 30 June 2015, certain other loans and
other borrowings of HK$887,649,000 and
HK$70,738,000, respectively, were
overdue, which resulted in an event of
cross-default of certain secured short-term
bank loans and certain unsecured bank
loans of HK$63,403,000 and
HK$88,764,000 respectively, which have
original contractual repayment dates of
within one year and therefore has not
resulted in their reclassification.

RERERAR A

2

.‘.‘Figﬁ(fﬁ)
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2 MR B E RAG R AT
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A AEBKRBERZ
ZEEHFE—SIAFE
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&35 14484 28,400,000
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HE Al Z2E5EH
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536,915,000 7T B1 B A
BEHEN - K5 Rl
7$390,990,00078 T K
117,525,00078 7T 2 12%
ZHEEEEHFRENE
HEARBRESFN=-F
—mE+=—RA=+—A”
FE=—Z—FRE~A=1+
H Ei?ﬁ/\*gtjumibg\
& » 1M 28,400,000/% 7T
ZIIEET10% 2@ 5
&5 B RIERTERS
RZE—REANA=+
B EAaEi
WEBHEEHHME -

g

R-ZE—HE~NA=+
H BEFTEMERRE
e & B( 5 5 B
887,649,000/ 1t &
70,738,000 Jt ) B i
H-AmEBETAR
HREBHETERRET
EIIRRITER (DRI A
63,403,000 T &
88,764,000/ 7T ) IR X

XENEM  ZEEXK
Zﬁﬁ (=) n’]ﬁim)\ H Hﬂ/t'fr
—FR MIETEERE
%}.’r '\*E °

—HFERHHRE



Notes to Interim Condensed Consolidated Financial Information

o R B R & B 85 58 L B

2 BASIS OF PREPARATION (continued)

2.1

Interim Report 2015

Going concern (continued)

During the six months ended 30 June 2015,
the Group failed to make principal and
interest payments on certain secured bank
loans and the bank issued demand letters
to the Group requesting immediate
repayment of secured bank loans
with principal amounts totalling
HK$198,587,000, together with their related
interest up to date; all of these were due for
repayment within one year and therefore
has not resulted in their reclassification.

Furthermore, as at 30 June 2015, notes
payables to the extent of HK$241,062,000
of the Group was overdue.

In addition to the above, the Company and
a subsidiary are parties to various legal
claims as detailed in Note 23.

The aforementioned conditions indicate the
existence of material uncertainties which
may cast significant doubt on the Group’s
ability to continue as a going concern such
that it may not be able to realise its assets
and discharge its liabilities in the normal
course of business.

2 RREEE)

2.1

HERE (&)

HE_Z—RAF~A
=tHAERNEAR K
SEKREFE T HEA
RITERELHEAS RF
B BITRAXEER
BHENMFBNE Bk
AEEREERAS R
%8 /5198,587,000 78 7T 2
ERFRITER  ER
HEBRIZHEBANE -
MBZEEREAR—F
WEHAE R - S
BMEFHDLE -

s =T —

T—RFEN
A=+H X&EZ&
HEfNERBEAR

241,062,000 7T °

BREmEN ARAR
—ERBRARNSE RS
BERRESH #5B
BN AHfTEE 23 o

FRARRBREEER
THERZ g<
SEFBREENENE
EBEREE BRAE
B EEAEREERB
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BHAE-
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Notes to Interim Condensed Consolidated Financial Information
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34

BASIS OF PREPARATION (continued)

2.1 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 concemn.
Certain measures have been taken to
mitigate the liquidity pressure and to
improve its financial position which include,
but not limited to, the following:

)

!

The Group has been actively
negotiating with a syndicate of banks
for a syndicated loan in the PRC (i)
to replace certain outstanding
bank borrowings and notes payables
of the Group to the extent of
HK$215,490,000 and
HK$204,211,000, respectively (out
of which HK$152,167,000 and
HK$204,211,000 respectively had
been overdue as at 30 June 2015)
with a 3-year loan of the same
amount; and (i) to provide additional
loan facilities to the Group as
working capital for an amount of not
exceeding RMB150 million for a
3-year term. In addition, the Group
has also been actively negotiating
with its lenders for the renewal of its
bank loans as necessary when those
bank loans fall due. Based on the
past experience, the Group did not
encounter any significant difficulties
in renewing the bank loans and the
Directors are confident that all
necessary bank loans can be
renewed when necessary. During
the six months ended 30 June 2015,
a bank loan with principal amount of
HK$25,361,000 was successfully
renewed for another twelve months
from its original due date.
Furthermore, the Group also
managed to obtain certain new bank
loans from certain banks totalling
HK$125,057,000 during the six
months ended 30 June 2015.
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Notes to Interim Condensed Consolidated Financial Information

o R B R & B 85 58 L B

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

@

Interim Report 2015

The Group has been actively
negotiating with the holders of the
12% Coupon Senior Bonds and the
8% Coupon Convertible Bonds
with carrying amounts of
HK$390,990,000 and
HK$117,525,000 respectively, at 30
June 2015 for further extension of
the repayment of principal and
interest, details of which are
disclosed in Note 18(f)().

In connection with the secured bank
loans that became due as at 30
June 2015 as a result of failure to
make interest payment amounting to
HK$198,587,000, as detailed in
Note 18(a)(3), a total of
HK$97,030,000 had been settled by
utilising the Group’s pledged time
deposits to the extent of
HK$101,446,000. No action had
been taken by the bank on the
outstanding overdue bank
borrowings with principal amount of
HK$101,557,000 as at 30 June
2015. However, such borrowings
are fully secured by pledged time
deposits of the Group to the extent
of HK$106,640,000.

2 mREEHE)
21 FEEE ()
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H12%EH E &
FEHFR8%EM
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36

BASIS OF PREPARATION (continued)

2.1
()

!

Going concern (continued)

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 yet to complete
and no formal sales and purchase
agreement has been entered into up to the
date of approval of the interim condensed
consolidated 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 the proposed
disposal, Beijing Wincapital arranged certain
loan finance to the Group in the aggregate
amount of RMB700 million (equivalent to
approximately HK$887 million) as at 30
June 2015, details of which are disclosed in
Note 18(c). Such borrowings can be settled
by offsetting against the disposal
consideration should the proposed disposal
be completed. As at 30 June 2015, all
these loans totalling HK$887,649,000 have
expired. Up to the date of approval of this
report, the Group has not received any
letter from these lenders demanding for
repayment of these loans. Management is
currently negotiating with the relevant
parties to formally extent the terms of these
loans to facilitate the completion of the
proposed disposal despite longer than
expected time was spent as a result of the
rapid changes in environment that SEAM
operates in. Management believes that with
bona fide intention for both parties, the
proposed disposal will be completed and
the Group will be able to offset all these
borrowing against the disposal
consideration.
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

©)

Interim Report 2015

Apart from the liabilities mentioned
in points (1) to (4) above, the
Group had other borrowings of
HK$70,738,000, which were
overdue as at 30 June 2015. The
Group has been actively negotiating
with the lenders for the renewal and
extension of these borrowings.
During the six months ended 30
June 2015, the Group has obtained
certain new borrowings from certain
parties totalling HK$149,519,000.

The Group is negotiating with various
financial institutions and identifying
various options for financing the
Group’s working capital and
commitments in the foreseeable
future, including identification of
potential investors to invest in various
projects undertaken by the Group.

The Group is also maximising its
sales effort, including speeding up of
sales of its existing inventories and
seeking new orders from overseas
markets or new customers 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. In
preparing this interim condensed
consolidated 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 outflows in the next
twelve months.
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BASIS OF PREPARATION (continued)

2.1

2.2

+H
E

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 interim
condensed consolidated financial
information on a going concern basis.

Accounting policies

The preparation of the interim condensed
consolidated 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
interim condensed consolidated 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
2014.

The accounting policies used in the
preparation of the interim condensed
consolidated financial information are
consistent with those used in the annual
financial statements for the year ended 31
December 2014, except as mentioned
below.
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2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a)

IAS 19 (amendment)

IFRSs (amendment)

Interim Report 2015

Effect of adopting amendments
to existing standards

The following amendments to
existing standards are mandatory for
accounting periods beginning on or
after 1 January 2015. The adoption
of these amendments to existing
standards does not have any
significant impact to the results and
financial position of the Group.

Defined Benefit Plans: Employee
Contributions

Annual Improvements 2010-2012
cycle and 2011-2013 cycle

2 ImBLEE (/F)
2.2 EITECR (#)

(a)

HAREER
1EET R =2

AT A 2R
(CIET =
—hEFf—H—H
K2 RABNE
=t H R ) A&
B RNZESR
B ER BT
AEENEER
B 7 AR 5 3 A
MERZE -

BREERNF 9% EREANHE

(B418)
ELHTECES
(375

EEHF
—Z-%F%
“T-CEEHR
—T——£%
—T-CFEH
LFE
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2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)
(b)  New standards and amendments
to existing standards that have
been issued but are not effective

IAS 1 (amendment)

IAS 16 and 38
(amendment)

IAS 16 and 41
(amendment)

IAS 27 (amendment)

IAS 28 and IFRS 10
(amendment)

IAS 28, IFRS 10 and

IFRS 12 (amendment)

IFRSs (amendment)

IFRS 9
IFRS 11 (amendment)
IFRS 14

IFRS 15

Disclosure Initiative!”

Clarification of Acceptable Methods of
Depreciation and Amortisation()

Agriculture: Bearer Plants!

Equity Method in Separate Financial
Statements!”

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture!”

Investment Entities: Applying the
Consolidation Exception!”

Annual Improvements 2012-2014
cycle

Financial Instruments®
Accounting for Acquisitions of
Interests in Joint Operations!”

Regulatory Deferred Accounts!”

Revenue from Contracts with
Customers®?

Effective for annual periods beginning
on or after 1 January 2016

Effective for annual periods beginning
on or after 1 January 2018

40 FEBRERERERAF
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BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(b) New standards and amendments

to existing 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: foreign exchange risk, price risk,
cash flow and fair value interest rate risk, credit risk
and liquidity risk. There have been no changes in
the risk management policies since 31 December
2014.

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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22  EEECK ()
(b) BB ALK E
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MERER - ERERMTEE
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5 REVENUE AND OTHER GAINS, NET 5 WEkEMBFFE
Revenue represents the net invoiced value of WM AEB 2 %% 15
goods sold, net of value-added tax. FrEEme BERFE (KRG

BEH) °

Six months ended 30 June
BEAA=THLAEA

2015 2014
—Z-0F —E—NF
HK$’000 HK$’000
FHT FAT
Revenue Wz
Sale of goods: HE -
Stainless steel products TEHER 4,198 82,497
Ni-Cr alloy steel ingot 2K A ST 8,718 38,956
Ferro-nickel alloys and others RigE S RHAM 15,266 57,197
Limonitic ores BiEE - 22,755
Total revenue Wz 4azE 28,182 201,405
Other gains, net HithBFFE
Change in fair value of derivative  $T4 £ & T A AR EE
financial instruments e (3,596) 19,991
Foreign exchange gain/(loss), net E X255/ (E518) %5 2,743 (2,180)
Gain on disposal of property, HEWE  BER
plant and equipment B Pl 8,975 1,053
Others HAth 701 3,051
Other gains, net Hib BT F58 8,823 21,915
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6 LOSS BEFORE INCOME TAX 6 BRATSHAIER
The Group’s loss before income tax is arrived at AEBEKRMERAEEE N
after charging/(crediting): CYAGPSEYIES &

Six months ended 30 June
BEANA=1tHLEAEA

2015 2014
—E2-HF T4
HK$’000 HK$'000
FHxT FHT
Staff costs (including Directors’ B TR (B IEES
remuneration): <) :
Salaries He 22,419 29,150
Retirement benefit scheme RINEFIFEIER R
contributions and other costs H A 252 871
Equity-settled share-based ARGRREARE S 2 IR 1D
compensation expense AEMX 366 (564)
Total staff costs B TRA 23,037 29,457
Cost of inventories sold BEEFERA 27,219 182,649
Research expenses A 492 2,745
Depreciation (Note 11) e (FIaE11) 57,088 66,923
Amortisation of intangible asset & A5
(Note 12) (MtzE12) - 3,243
Amortisation of prepaid land FER L EE
lease payment RIBEE 2,224 2,954
Minimum lease payments under B 18 F & &2
operating leases in respect of LEHREZ
buildings and equipment SEMAERK 4,046 1,318
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FINANCE (COSTS)/INCOME, NET 7 BERK)WEFE
Six months ended 30 June
BEANA=1tHIEAEAR
2015 2014
—E-RF —E—NF
HK$’000 HK$’'000
TR FAT
Finance income 5= {ON
Interest income on time deposits & HA7Z 3% Fl S 1A 15,993 3,322
Gain on restructure of BEESFBHEZ
senior bonds, net Was 558 - 123,886
15,993 127,208
Finance cost 5= 2%:N
Interest on bank loans and IRITERREAM
other borrowings BEFE (127,505) (90,328)
Interest on convertible bonds AR ESF B (5,522) (23,598)
Totalinterestexpense  ~~ FleRx@® 0 | (183,027) (s e2s)
Finance (costs)/income, net A& (RA),Wes T 58 (117,034) 13,282
INCOME TAX 8 %

The Group is subject to income tax on an entity
basis on profits arising in or derived from the
jurisdictions in which members of the Group are
domiciled and operate.

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.

The applicable Hong Kong profits tax rate of the
Company and its subsidiaries, which operate in
Hong Kong was 16.5% (2014: 16.5%) based on
existing legislation.

R ERIERER AR

AEBRREBELEREL K
R SR B R & 1 B T R A
& FTFE B AR [ HO 0 A A A
Bt
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INCOME TAX (continued)

The applicable income tax rate of subsidiaries of
the Group incorporated in Singapore was 17%
(2014: 17%). Effective 1 July 2013, CNR Singapore
has been granted to a tax concessionary rate of
10% as it was awarded Global Trader Programme
(“GTP”) status by International Enterprise
Singapore for a period of five and a half years from
1 July 2013 to 31 December 2018. In February
2015, CNR Singapore withdrew its GTP status to
minimise its compliance costs.

The subsidiaries of the Group incorporated in
Indonesia were subject to a single income tax rate
of 25% (2014: 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 2015 (2014: 25%).

8% (4])

AN ER B A F A0 3 kR B ST 2
BRAAMBEBAMEBHHMESR
17%(ZF—HF :17%) ° B
—E—=FtA—HE 'CNR
AR N R R
BERETFHIRIKE SE([GTP))
B A iR B R EA10% 4
BoHRE-_T—=FtH—
BRRz=z_ZFZ—-—N&F+=A4
=+ ALERFETNMEA -
R-ZT—RFE=H CNR#EM
FREEGTPERAGEES R
AR EHAR o

AREBRENE e v ML
Z MIB A BZER25% (—F—
F 1 26%) ZE—FRISHB R
TS

BEPECEMET L &A%
EMFENBAREE ="
—REXNA=tHILEANEAZ
HRAMGBHRBE A6 (ZF
—PO4F : 25%) °

Six months ended 30 June
BZEANA=THLEAER

2015 2014
—E—RHEF —Z O
HK$’000 HK$’000
FTHT FHIT

Current income tax BVERRT1S %L
— Mainland China — RERRE - 29
Deferred income tax EEFTSHL - 1,244
Income tax expense FriEfim X - 1,278
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DIVIDENDS

The Directors do not recommend the payment of
an interim dividend for the year ending 31
December 2015 (2014: 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 2,736,214,231 (2014:
2,553,040,200) in issue during the period.

Diluted

The calculation of diluted loss per share for the six
months ended 30 June 2015 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 share options. 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 2015
because the impact of dilution of the 8% Coupon
Convertible Bonds and share options is anti-
dilutive.

R ERIERER AR
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PROPERTY, PLANT AND EQUIPMENT

o R B R & B 85 58 L B

11 Y% - BEERE

Six months ended 30 June
BEAA=THLEAEAR

2015 2014
—E-HF —ZE—mEF
HK$’000 HK$'000
FET FHT
As at 1 January n—A—H 1,178,003 1,928,122
Additions NE 2,149 22,094
Disposals HE (2,360) -
Depreciation charge for the period Hi R #7& (57,088) (66,923)
Foreign exchange realignment GNEE AT & =R 436 (19,217)
As at 30 June RANA=+H 1,121,140 1,864,076
INTANGIBLE ASSET 12 J|EEE
Six months ended 30 June
BEANA=tHLEAEA
2015 2014
—EB-EHF —F—mF
HK$’000 HK$’'000
FET FHIT
Exclusive offtake right BREEE
As at 1 January ®n—A—H 2,384,543 2,387,786
Amortisation for the period g 5] - (3,243)
As at 30 June WANA=+H 2,384,543 2,384,543

Interim Report 2015
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13 INVENTORIES 13 #E
30 June 31 December
2015 2014
—E-RF —T-mF
AA=tHB +=ZA=+—H
HK$’000 HK$’000
FET FHIT
Raw materials [ R 149,915 115,518
Work in progress RIS - 3,301
Finished goods BURK TR 243,978 273,174
Spare parts and consumables & 1F & 5 E R 24,236 24,283
418,129 416,276
Less: provision for impairment 3 : JAi(E E51E B
losses (109,279) (109,241)
308,850 307,035
14 TRADE AND NOTES RECEIVABLES 14 ERERREVRERE
30 June 31 December
2015 2014
—F-I%F —T-mF
ANA=+HB +=ZA=+—H
Notes HK$’000 HK$’000
Pt & FET FAT
Trade receivables TEUR BR X (a) 57,441 59,697
Notes receivables ek (b) 1,961 3,245
59,402 62,942
Less: provision for R AR
impairment (39,707) (39,694)
19,695 23,248
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TRADE AND NOTES RECEIVABLES
(continued)

The Group’s trading terms with its customers are
mainly on credit, except for new customers and
customers of limonitic ores, where payment in
advance is normally required. The credit period is
generally one to two months. During the period,
the Group generated its revenue from sales of
special steel products, thereby exposing the Group
to concentration of credit risk in the steel industry.
The Group does not hold any collateral or other
credit enhancements over these balances. Trade
and notes receivables are non-interest-bearing.
The carrying amounts of trade and notes
receivables approximate their fair values.

14

FEW AR % R (4]

AEBREPZRXHTEUE
ENRGEE  E—RERHE
FRiu#FEEPENKIE- 5
Ef-—KR—=mEA-#
W AR E Lz Was KB R E
miHE - Bt - AN E R
BT ZERETAR - A&
3 gt % A RIS AR
AoREMEERE - BUKER
AR EREE TS - B
AR EREROREESER
ARBEEE -

(a) Trade receivables (a) FEUWERR
An ageing analysis of trade receivables at RIERR REER
the end of the reporting period, based on B E C ERERER 2R
the invoice date, is as follows: BEDATIO TR :

30 June 31 December

2015 2014

—E—REF —Z—OF

~A=tHB +=-A=+—~”

HK$°000 HK$’'000

FxT FHT

Within 90 days 90HA 7,511 6,038

91 to 180 days 91E180H 3,211 1,649

181 to 365 days 1812365 H 2,030 12,208

Over 1 year BR—F 44,689 39,802

57,441 59,697
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14 TRADE AND NOTES RECEIVABLES 14 ERERREREE(E)
(continued)
(b) Notes receivables (b) EREE
As at the end of the reporting period, the RM|EHKR KEEHE
maturity period of the Group’s notes WZEE 7 EmEimT :

receivables is as follows:

30 June 31 December

2015 2014
—ZE-HF —E—F
NA=+H +=-—A=+—H
HK$’000 HK$’000
FET FAT
Within 90 days 90 H A - 2,841
91 to 180 days 91E180H 1,961 404
1,961 3,245
15 PREPAYMENTS, DEPOSITS AND 15 FEREHE- - RERHEME
OTHER RECEIVABLES W FRIE
30 June 31 December
2015 2014
—E-hF —T-mF
AA=tHB +ZA=+—H
HK$’000 HK$’000
FET FAT
Prepayments to PT. Yiwan FE{F PT. Yiwan Mining
Mining (Note 25) 2 7R3E (PFfEE25) 108,286 108,349
Prepayments to other suppliers T ELf e~ 3508 10,187 5,394
Other prepayments H T RIE 3,012 2,240
Deposits and other receivables %4 K E fth fE UL R I8 56,016 44,532
Receivable from disposal of HEKAEREL R
freehold land and buildings BT 2 EUGRIA - 21,620
Value-added tax recoverable aJ Uy [0 1% (E Fi 61,996 67,980
Current portion of prepaid TEfT L A EFRIE
land lease payments 2 BIERER 10 4,062 4,450
243,559 254,565
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16 CASH AND CASH EQUIVALENTSAND 16 HZHE2RELZEYHDIE
PLEDGED TIME DEPOSITS REBFR
30 June 31 December
2015 2014
—E—RF T UF
ANA=+H +=ZA=+—H
HK$’000 HK$’000
FET FAT
Cash and bank balances R RIRTTAE S 38,288 11,520
Time deposits TE BT 281,494 1,007,304
319,782 1,018,824
Less: Pledged time deposits & : A#RITER Y
for bank borrowings [mEzigiial e
(Note 18(a)) (M= 18(@)) (208,086) (635,297)
Pledged time deposits AEFIRITE
for issuing bank HEERZE
acceptance notes IR E HF R
(Note 17(b)) (M3E17(b) (73,395) (471,994)
Pledged time deposits REBEBEHR
for senior bonds and AR E S
convertible bonds PARE: %
TE BT 3K (13) (13)
Cash and cash equivalents Re KBS FEY 38,288 11,520
17 TRADE AND NOTES PAYABLES 17 BEARIRREMNRE
30 June 31 December
2015 2014
—E-HF —ZT—mF
ANA=+H +=ZA=+—H
Notes HK$°000 HK$’000
B 5T TExT T
Trade payables FERTRRR (@ 124,657 124,286
Notes payables RS (o) 267,611 797,528
392,268 921,814
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TRADE AND NOTES PAYABLES
(continued)

(a)

R ERIERER AR

Trade payables

An ageing analysis of the trade payables at

17

FESRRAR R B R 1% ()

(a) FEMIRRK
R|BEHR - RER

the end of the reporting period, based on B8y BRNERZE
the invoice date, is as follows: BROMTAT

30 June 31 December
2015 2014
—E-HF T —UF
NA=+H +=-—A=+—H
HK$’000 HK$’000
FET FHT
Within 90 days Q0 HA 7,196 7,377
91 to 180 days 91E180H 3,192 15,584
181 to 365 days 1812365 H 21,462 18,530
1 to 2 years 15226 27,491 29,628
210 3 years 2F3F 35,117 29,182
Over 3 years HBE3IF 30,199 23,985
124,657 124,286

Trade payables are normally settled on
terms of 60 to 180 days. The carrying
amounts of trade payables approximate
their fair values at the end of the reporting

period.

J& 5 BR 3R — AR R 60 =

180 & & -

R R & 5

R BNERZEKEE
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17 TRADE AND NOTES PAYABLES
(continued)
(b) Notes payables
An ageing analysis of the notes payables of
the Group at 30 June 2015 is as follows:

17

FENERRRENRE (F)

(b) ENRE
RZZE—RAF~A=T
H AEBEZEMSRE

ZIREOTAT :
30 June 31 December
2015 2014
—E-HF —T—mF
RNA=+H +=—A=+—H
HK$’000 HK$’000
FET FHT
Within 90 days 90 AR 9,684 459,082
91 to 180 days 91E180H 380 338,446
181 to 365 days 1812365 H 257,547 -
267,611 797,528

At 30 June 2015, notes payable of
HK$267,611,000 (31 December 2014:
HK$797,528,000) were secured by time
deposits amounting to HK$73,395,000 (31
December 2014: HK$471,994,000) (Note
16).

R-_E—RAF~NA=1+
B 267,611,000/ T 2
ENEHE(-ZT—mME
+ - B =+ — B:
797,528,000/ 7T ) B &
%6 /573,395,000/8 7T (=
T—ME+-—F=+—
A : 471,994,000 7T )
2 EBER(HE6) &
R o
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18 RITREMEER

30 June 2015 31 December 2014
Z2-RFRAZTH “E-RET-A=T-A
Contractual Contractual
interest  Original interest Original
Notes rate (%)  matuity  HK$'000 rate (%) maturity  HK$'000
S G
hizE (%)  REHAE T )  RIHA TAn
Current L
Current bank loan — unsecured — FIERTES - EHE 656 2015 25,361 66 2015 25,352
Otherbank loan — unsecured ~~ EMBTER - EHE 863 2016 63,403 868 2016 63379
Curentbankloans — secured — EIERAER - AHE (@ 225100 015 520,195 225-7.99 15 663,142
Non-current bank loans with WAREXERERL
repayable on demand terms e
— secured T - - - 246 2016 39579
Other borowings — unsecured ~ EA[EE — A ) 80-1080 2014-2015 322996  80-1080 2014-2015 175312
Other loans HHER [ 100-114 20142015 887,649  10.0-114 20142015 887311
The 12% Coupon Serior Bonds 12 ZEEE%E% @ 120 2018 390,09 120 2018 390,990
The Modified 10% Coupon Bonds  &53T#)10% 2/ &
&% (G] 100 2015 28,400 100 2015 28,400
2,238,994 2,213,465
Notes: B 5E
(a) Bank loans (a) RITERK
(1) At 30 June 2015, the secured bank loans (1) R=ZF—HEFA~A
comprised: (i) bank loan of HK$126,807,000 =+ H - FEIRRTT
(81 December 2014: HK$63,379,000) ERBIE () ABIEAL
secured by a number of leasehold land in PR BEARE - REF
Mainland China with net carrying amounts of B/3 154,843,000 7T
HK$154,843,000 (31 December 2014: (Z2—mM&E+=A
HK$156,561,000); (ii) bank loans of = + B
HK$125,057,000 (31 December 2014: 156,561,000 7T ) K
HK$63,379,000) secured by a parcel of HE L ERIERD
leasehold land in Mainland China and #R17 B 5% 126,807,000
guaranteed by Mr. Dong; and (jii) loans from a BL(ZT—NE+=
bank in a total of HK$198,587,000 (31 A = + — B:
December 2014: HK$506,245,000) secured 63,379,0007% 7T ) : (i)
by bank deposits of HK$208,086,000 (31 LA — B AR 7 A B A BE
December 2014: HK$535,297,000) (Note 16); BT &+ 1 AR
and (iv) bank loans of HK$69,744,000 (31 Bl E R EMBERD
December 2014: HK$69,718,000) secured by 4R 17 B 3% 125,057,000
a number of leasehold land in Mainland China BT(ZT—NFE+=
with net carrying amounts of HK$43,865,000 A=+ — B:
(31 December 2014: HK$44,307,000). 63,379,000 7T) : &
(iii) LA 208,086,000 78
n(ZE-—mOFE+=A
= + — BH:
535,297,000 7T ) MY
RI7TF R (FTEE16) 1E
RERORITERE
#£198,587,000/% T
(ZZ—mF+=A
= + — A
506,245,000/ T )
J2 (iv) A BRI (2 7 o
AE REFEAR
43,865,000/ T (=&
—mE+=A=+—
A : 44,307,000 T )
M E L RIE R
£¢) 1B R
69,744,000 7T (=2

R ERIERER AR

—mE+=—A=+—
H 69,718,000

7T)

—HFERHHRE

&
=
=
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18 BANK AND OTHER BORROWINGS
(continued)

18 RITREMEE (F)

Interim Report 2015

Notes: (continued) et - (88)
(a) Bank loans (continued) (a) SRITER (M)
© During the six months period ended 30 June @) HE-Z—RF~A
2015, other loans and borrowings of =l =W
HK$958,387,000 were overdue, which B HERREE
constituted an event of cross-default of certain 958,387,000/% 7T 2 1
secured short-term bank loans and certain B Wk E T AR
unsecured bank loans of HK$63,403,000 and RITEARRE TEE
HK$88,764,000 respectively, details of which R T E Z D R
have been disclosed in note (f) below. 63,403,000 7T &
However, all of these short-term bank loans 88,764,000/ JT Z X%
were due for repayment within one year and XEHEH EF
therefore has not resulted in their I GER
reclassification as at 30 June 2015. A FTBEZEREE
RITEREAR—FR
FRAEGE - AUk &
EHHER-_T—RF
ANA=TREFHE -
) During the six months ended 30 June 2015, (€} BE-_T—AFXA

the Group failed to make principal and interest =+HIEAMEA K
payments on certain secured bank loans with SEEKREEENR =T
principal amount of HK$198,587,000 as at 30 —RAFANA=FTAEAX
June 2015 and the bank issued demand % %173198,587,0007%
letters to the Group requesting immediate TLZETHEFET

repayment of related secured bank loans with
principal amounts totalling HK$198,587,000,
together with their related interest up to date.
Up to the date of this report, bank loans to
the extent of HK$97,030,000 (together with
their relevant interest) had been settled by
utilising the Group’s pledged time deposits of
HK$101,446,000. No action had been taken
by the bank on the remaining overdue bank
loans with principal amount of
HK$101,5657,000 as at 30 June 2015.
However, such borrowings are fully secured
by pledged time deposits of the Group to the
extent of HK$106,640,000.

BRZ2AE RFEA
FoRITBEEAR
BAE ERAEE
EIREERNSHEER
198,587,000 7T, Z 48
WEERBITER
BERBZAMZEH
FE-BHEAEER
H £#TEXD
97,030,000 7T (& A
HIBMF L) E BB
A AR & B H
101,446,000 T Z E
I E HFRZ A -
RZZE—RFEXA
=+8- RITLER
BHBITERBELR
£ #8101,557,0004 7T
REAE T8 R
- ARABEEHAN
£ [ 106,640,000 7 7T
WEEREHFERR
EER -
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

(b) Other borrowings — unsecured

As at 30 June 2015, unsecured other borrowings
comprised: (i) loans from Mr. Dong’s relatives of
RMB25,700,000 (equivalent to HK$32,589,000) (31
December 2014: HK$32,577,000), which bear interest
at rates of 36% to 43% per annum; (ji) loans from the
ultimate holding company of the Company consisting
of amounts of SG$2,024,000, US$1,715,000 and
HK$44,965,000 (in aggregate equivalent to
HK$70,149,000) (81 December 2014:
HK$61,232,000), which bear interest at a rate of 8%
per annum except for an amount of US$1,715,000,
which is interest free; (i) a loan from an independent
third party of RMB1,000,000 (equivalent to
HK$1,268,000) (31 December 2014: 2,535,000),
which bear interest at 12% per annum; (iv) a loan from
an independent third party of US$2,500,000
(equivalent to HK$19,381,000) (31 December 2014:
HK$19,391,000), which bear interest at 8% per
annum; and (v) loans from certain independent third
parties of RMB115,910,000 (equivalent to
HK$146,983,000) (31 December 2014: Nil), which

bear interest at 10% per annum.

As at 30 June 2015, unsecured other borrowings also
comprised loans from independent third parties of
RMB14,500,000 (equivalent to HK$18,387,000) (31
December 2014: 25,352,000), RMB21,000,000
(equivalent to HK$26,630,000) (31 December 2014:
HK$26,619,000) and RMB6,000,000 (equivalent to
HK$7,609,000) (31 December 2014: HK$7,606,000)
which bear interest at rates of 19.2% to 21.6% per
annum, 21.6% per annum and 0.3% per day,
respectively, all of these borrowings are guaranteed by

an independent third party.

All these unsecured other borrowings are repayable
within one year and as at 30 June 2015,

HK$70,738,000 were overdue.

R ERIERER AR

18 R|ITREMEE (H)

FaE : (B

(b)

&)

Hftfg & — |IEH
R-ZZE—REA~A=1tH &
R H S E R - (‘)ﬁﬁs‘a
EZHEREBANERARE
25,700,000t ( # & R
32,589,000 1) (ZZ—M4F
+=A=+—8 :32577,000
BIT)  REFEI6EZ43E
R ()AARRRKRERA
AIfEAER ZEXBE
2,024,000%7 M ¥ T
1,715,000 7% 244,965,000
7 7T (1B & R A #£70,149,000
BT)(ZE—WFE+=A
=+—A : 61,232,000/ '
BT 851,715,000 T A %
BN HA B FIRF IR =
R INBLE=FEBEAD
B AR 1,000,000 7T (18
71,268,000/ L) (ZF—1
F+ZA=+—H 2535000
BIL)  BEMEA2EF S
WRBIE=FEANER
2,500,000% Jt( #H & »
19,381,000 T) (=T —MF
+=ZHA=+—H :19,391,000
BIL)  RFMKRGEER K
()%ﬁéa??%j%_ma)\a’aﬁ
AR 115,910,000 7T (185
146,983,000 7T ) ( = F
—mEF+-—A=+—A0:F) -
REFNR0EFE »

R-ZB—REXA=FA &
EIRE MG EINBERBLE
EHFEAHNERXRARYKE
14,500,000t ( # & R
18,387,000/ L) (ZZ— W%
+=A=+—A8 : 25,352,000
#or) - AR #21,000,000 7T
(48 & 7 26,630,000 75) (=
T-mE+=-_A=+—0:
26,619,000 )+ R AR
6,000,000 7T (4% # 7,609,000
BrL)(ZE2—HFE+ZA
=+—8 : 7,606,000 7T) '
DRRFEGENF192EE
216E - HF216ERFH0.3
BiE  ZEREERHABYL
BE=F IR -

RS IR A S I% HBZAR
—FREE R=F £¢
A=+A8" 70738000/%%573
HE -

\Fi

“E-hFhH®mE
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

()

Other loans

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$1,100 million). The proposed
transaction is yet to complete and no formal sales and
purchase agreement has been entered into up to the
date of approval of the interim condensed consolidated
financial information.

In connection with the proposed disposal, Beijing
Wincapital arranged certain financing loans (“Financing
Loans”) to the Group in the aggregate amounts of
RMB700 million (equivalent to approximately HK$887
million) as at 31 December 2014 (2013: HK$254
million). Such borrowings can be settled by offsetting
against the disposal consideration should the proposed
disposal be completed.

As at 30 June 2015, the Financing Loans comprised
of:

(i) A loan of RMB200,000,000 (equivalent to
HK$253,614,000) (31 December 2014:
HK$253,517,000) under a secured financing
provided by China Fortune International Trust
Co., Ltd. (“China Fortune Trust”), a company
established in the PRC with limited liability and
is an independent third party to the Group, for
a term of two years up to January 2015.

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

18 RITREMEE (F)

BitaE - ()

(c)

Hib &%
RZE-—=F—A=+—H"
AEFEL RERAERER
RAR ([ RER 1) ZT AR
HEREE 2 EHBRAEF
WMEERAB(EFEED
30% 4 7 B B L) R N AE R 1B
& BMHERERFRRDOA
REQET(W1EBT) - #
EHREMRARA BB ERE
HE - ZERFEARTHK IR
RIS ER B B i o

BULERE N ESENS - #
E_F-WE+-_A=+—
B tRERATEERIE
TEZRBME ((ERRE]) B5E
ARM700E B L(HHERK
87TEBATT) (ZT—=%F:
254 EBEHTT) o MEALER
PATERK © B RS B AT AR A
EREXM -

R-ZB—RFERA=+H " &
EERBE:

(i) HE X AR %
200,000,0007T ( 18 &
253,614,000 7T )
(ZF—mE+=A
= F+ = B ¢
253,517,000 7T ) A
EZEREXAERA
Al ([E#E&ER]) (EF
BRI B R DA
BRAEENBIE=
FIRBEABRE(E
—T-RFE—RA)NA
HIRRE -

ERESERREHR
HORME - () B
(AEEH2EH B
A BEMEREEER
BE2E KB R K
i SR SR O AR B T EE A
HERBFAERAN
A RAME(NE)
K()E S ENERRE
AERZEARBEN
RNEE 2 B AR A (R
AFEIR -
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

(c)

(d)

Other loans (continued)

(ii) Loans provided by Gongyi Jiahui in the
aggregate of RMB500,000,000 (equivalent to
HK$634,035,000) (31 December 2014:
HK$633,794,000) for a term of three to six
months from the respective drawdown dates.

Except for a loan of RMB49,200,000
(equivalent to HK$62,389,000) (31 December
2014: HK$62,365,000) which was secured by
a charge over 1,307,786,705 ordinary shares
of the Company held by Easyman,
representing approximately 47.27% of the
issued share capital of the Company as at 30
June 2015, all of these loans are unsecured.

As at the date of approval of the interim condensed
consolidated financial information, all of the loans
under the Financing Loans of HK$887,649,000 (31
December 2014: HK$315,883,000) have expired. The
Group is in the process of negotiating with Beijing
Wincapital and the above relevant lenders to extend
the terms of these borrowings.

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

(ii) Maturity date: 12 December 2018;

(iii) 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;

R ERIERER AR

18 R|ITREMEE (H)

FEE : (88)

()

(d)

HA B ()

(il EEEEREERE
# A R # 500,000,000
TT(ABE71634,035,000
BLT)(—E—mE
+-—A=+—8:
633,794,000 7T ) *
AE=ZEA (H48
RATRTR B HieEt) o

B ERXRARK
49,200,0007T (16 &
62,389,000 7T ) (=
T-mM&E+ =R
=+—H : 62,365,000
7 7T ) LA #f Easyman
i & A 2 A
1,307,786,705 % & &
B (HEEREARBRZ
T-—AFANA=+AH
E ¥ 7R X8
47.27%) 1E R K &
I EZEERR
vl

AR E R R AR A B S B RHIL A
B MEERBEBTZER
887,649,000/ 7T (=T — I F
+ZA=+—H : 315,883,000
T) EEHE AL E
Bt RER & i B AERA
EITHER  UWERZEHEEZ
HAPR ©

12% REEE £ &%
RZTE-—WFARA+T=H &
ARl TR EHAHEMEAS X
390,990,000 7t Z 10% 5 &
SEEEXBEHFREESH®
181,575,0008 7T 2 6% Z H &
AHRES - BEZZEFD
BRHEER=F2_2—)N\
F([EBEHA] - 10%ZE R
BEBHFZEEZKRRET N
T

0} FRX: 128 FF
ES A RTEIRFI S, ¢

(ii) BHRA: ZF-N\F
+=A+=8:

(iil BE: ARAIARZ
T—+HF=F+=8H
REZKIEE (B
ZB) 9 8EEF K
i 51 {& 2 100% 84 T A
& #8390,990,0007#
TE:
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18 BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

18 RITREMEE (F)
fieE : ()

(d) The 12% Coupon Senior Bonds (continued) (d) 12% ZELELES (&)

Interim Report 2015

(iv) 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% 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.

The 10% Coupon Senior Bonds and the 6% Coupon
Convertible Bonds have been accounted for as
extinguishment of financial liabilities and the amended
Coupon 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.

The movements of the liability and derivative
components of the 12% Coupon Senior Bonds are as
follows:

(iv) B KR B H B Al
B - ARRAIEE
NBESXTREE
HMERNES REE
EfEREFASER
MEREEFTEX
i EARRARERE
FAPA EA R 45 R 1% e &t
0B ATBREEME
&% -

10% F BB LR R6%F
EEAREEFEIIRAS R
BEZEKE  MEETNESL
B ([12%Fm 8 EEESF]
KB {& 5T 8 m] 8 B 25 ([8%
REBABREES ) BEREK
EHEARRTER

12%EHEBEEEFERNE
ZREOETGERARBBES
A ZBEVET S B O E
FHOMERTISA R E - Hig
AR ATIE - AE 2K E
BYTHEARBNEITETA
it —m
FXRATZBNTERE IR
HEHR ARZEEENAR
BELTTERK - 12%ZHSE
FEHZ AR BETIHEEF
ERRARELMEE -

12%REEBAEFZARRK
PTET RIS Z BB

Liability Embedded
component derivatives Total
BfEHs ARTEIA Azt
HK$’000 HK$’000 HK$’000
FHET FHET FHET
At 13 June 2014 R-Z—WE<A+=R
(initially recognised) (R TR 219,351 - 219,351
Interest expense BRI 41,772 = 41,772
Payment of coupons FERES- (11,826) = (11,826)
Acceleration of unwinding BEHEFMRESZ
interest on bonds due to FEEE (M)
event of default (note f) 141,693 = 141,693
At 31 December 2014 and A== —[U4F
30 June 2015 F+ZA=+—HK
—Z-RFARA=1+H 390,990 - 390,990
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

(e)

®

The Modified 10% Coupon Bonds
The Modified 10% Coupon Bonds matured on 12
March 2015 and therefore was overdue as at 30 June

2015.

Events of default under the terms of the
borrowings

(0

During the year ended 31 December 2014
and six months period ended 30 June 2015,
the Group failed to make: interest payment
totalling HK$16,108,000 and HK$29,048,000,
respectively under the relevant terms and
conditions of its Modified 10% Coupon
Bonds, 12% Coupon Senior Bonds and 8%
Coupon Convertible Bonds, and principal
payment on the Modified 10% Coupon Bonds
of HK$28,400,000. This constituted an event
of default under the respective terms of the
Bonds. As a result, the outstanding carrying
amounts of the Modified 10% Coupon Bonds,
12% Coupon Senior Bonds and 8% Coupon
Convertible Bonds shall become immediately
due and payable, out of which the 12%
Coupon Senior Bonds and 8% Coupon
Convertible Bonds of HK$390,990,000 and
HK$117,525,000, respectively have been
reclassified as current liabilities as at 30 June
2015, whereas the Modified 10% Coupon
Bonds of HK$28,400,000 was overdue as at
30 June 2015 and therefore the overdue has
not resulted in its reclassification.

Despite the above, DB Trustees (Hong Kong)
Limited, the trustee for the holders of the
Bonds, has not demanded immediate
repayment of the Bonds and their related
interest up to the date of approval of this
report. The Group has been actively
negotiating with the holders of the Bonds for
further extension of the repayment of principal
and interest, and the execution of debt
restructuring scheme, if needed, to facilitate
the Group meeting its obligations.

R ERIERER AR

18 R|ITREMEE (H)

FEE : (88)

(e)

RIEET10% RE S MK

EIEFT10% RE B EHFN =
Z—AF=A+=—R3H"

HR=—F—RFA=+HE

B -

BB EERRRLEROSH

[0}

HE_ZT-—HNF+=
A=+—BLEER
BHE-_T—RFXA
=+ BIEXEARH
B AEERERE
HEERTM10%Z®E
BEH 12%ZEE
BEEHR8% ZMEE
A AR 5 5 2 A BR &
KRG X S B SRF
£.(5 Bl % 16,108,000
# 7T 129,048,000
L) REMEIET S
10%RELEFEH Z A
4 28,400,000/ JT °
RIEZEEH 2 HB
5 L EBARER
T Bt &BET
H10% R HE B &%
12%ZHEEBEES
8% EH 8 A AR E
FZ RATEREERD
Bk R BB - A
7 5 Bl 4 390,990,000
7 7T % 117,525,000 7
T2 12%ZH B &%
&% & 8% RE B AR
BREHFN=-_T—1F
NA=THEEHH
BRTHAMRK W
28,400,0003% 7T 2 #&
EFTHI10% = @ B 1&
HFR_ZT—RFXNA
=t+HREEY A
RIS R A B
B

BERLE LB
HEAREHER
B RESEA(E
B)BRAR(REE
BHEHAAZZTEAN)
3 #% 22 SR BB (58 X
EESFREMERA
B AEED G R
ZERFHEANET
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BREASRAE - A
HITRBEAE (0
BRE) REAKE
EITEAME -
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

U]

Events of default under the terms of the
borrowings (continued)

(i

(i)

In addition, as mentioned in note (a) above,
certain secured and unsecured bank loans
totaling HK$152,167,000 have become
repayable on demand as a result of the cross
default on certain other loans. The Group has
been actively negotiating with these banks on
any possible renewal or refinancing
arrangements of these borrowings, out of
which HK$88,765,000 is proposed to be re-
financed by a syndicated loan.

As it is also described in note (c) above, as at
30 June 2015, the terms of all of the Financing
Loans of HK$887,649,000 have expired. The
Group is in the process of negotiating with
Beijing Wincapital and the above relevant
lenders to extend the terms of these
borrowings.

CONVERTIBLE BONDS

On 13 June 2014, the Company completed the
Debt Restructuring as stated in Note 18(d),
whereupon the terms and conditions governing the
6% Coupon Convertible Bonds with aggregate
nominal amount of HK$181,575,000 have been
amended as follows:

)

(i

(i)

Amended the interest rate payable from 6%
per annum to 8% per annum;

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

The price at which ordinary shares will be
issued upon conversion of the Convertible
Bonds will be reduced to HK$0.30 per
ordinary share, subject to adjustment in the
manner provided in the Convertible Bonds
Trust Deed;
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19 CONVERTIBLE BONDS (continued)

62

(v)

(Vi)

(vil)

Amended to the Conversion Price re-set
mechanics to provide a reduced Floor Price
of HK$0.18;

Added a provisional clause to the definition
of “Relevant Event” (Note) to ensure that the
suspension of trading of the ordinary shares
of the Company on the Stock Exchange at
the completion date of the Debt
Restructuring will not constitute a Relevant
Event unless it continues for a period of 120
consecutive calendar days following 12
June 2014;

Amended the Reserve Account
arrangements to reduce the Required
Minimum Balance from US$10,000,000 to
US$1,000; and

The addition of provisions which will require
the Company to credit to the balance of the
Reserve Account amounts calculated by
reference to the volume of dry tonnes of ore
exported to SEAM in the event that the
current restrictions imposed on the export
of ores under the Exclusive Offtake
Agreement are lifted and which will require
the Company to accelerate the payments
schedule in such circumstances.

Note:

A “Relevant Event” occurs:

(1) when the ordinary shares of the Company
cease to be listed or admitted to trading, or
the trading of which is suspended for a period
of more than 90 consecutive calendar days,
on the Hong Kong Stock Exchange; or

(2) when there is a change of control in the
Company.
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19 CONVERTIBLE BONDS (continued)
The amendments are considered to be substantial
modification of terms of the 6% Coupon
Convertible Bonds. Consequently, the 6% Coupon
Convertible Bonds have been accounted for as
extinguishment of financial liabilities and the 8%
Coupon Convertible Bonds have been recognised
upon the completion of the Debt Restructuring.

The movements of the liability and derivative

19 TAHARES (&)

ZEERT AR R 6% R H B Al 4
P& F IR R 2 ERIER] »
It - 6% RHE S A A ESFE
RRTREEZEE  M8%R
mE BB ESFERTKES
EHRRHER -

8% RmE B AR ESFZ ABER

components of the 8% Coupon Convertible Bonds PTED 2 BB -
are as follows:
Liability
component of
convertible
bonds Derivatives Total
AERES 2
&8 IR @t
HK$'000 HK$'000 HK$'000
THL THT THT
At 13 June 2014 (nitial recognition) R=Z—M4EXA+=H
(MiaHER) 81,601 105,663 187,354
Interest expense FERZ 14,608 - 14,608
Conversion into ordinary shares IR AR (17,782) (22,033) (39,815)
Changes in fair value NABEED - 743 743
Payments of coupons IHER (3,662) - (3,662)
Acceleration of unwinding interest on  EE A1 S INEEH 2
bonds due to event of default il BB E 69,070 - 69,070
At 31 December 2014 R-Z—MF
+-A=1+—H 143,925 84,373 228,298
At 1 January 2015 R-ZE—h%—F—H 143,925 84,373 228,298
Conversion into ordinary shares B L RR (26,400) (15,476) (41,876)
Changes in fair value AhBEEZD - 3,59 3,5%
At 30 June 2015 RZZ—RF,A=1H 117,525 72,493 190,018
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64

CONVERTIBLE BONDS (continued)
The Company determined the fair value of the
liability component of the 8% 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 8% Coupon
Convertible Bonds into ordinary shares of
the Company at the conversion price;

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

(iii) The fair value of the potential option of the
holders to request the Company to redeem
the 8% Coupon Convertible Bonds upon
the occurrence of Relevant Event.

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. As at 30 June 2015, the fair value of the
liability component of the 8% Coupon Convertible
Bonds was HK$68,604,000.
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CONVERTIBLE BONDS (continued)
The 8% Coupon Convertible Bonds and the 12%
Coupon Senior Bonds are secured by (i) the pledge
of the Group’s time deposits amounting to
HK$13,000; (i) 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.E.A. Mining Limited, a private company
incorporated in Hong Kong with limited liability,
which is the sole legal and beneficial holder of the
convertible bonds issued by PT. Yiwan Mining with
principals amounting to HK$46,500,000 and
US$3,000,000 respectively, which are convertible
into ordinary shares of PT. Yiwan Mining.

As at 30 June 2015, an event of default occurred
under the terms of the 8% Coupon Convertible
Bonds, details of which have been disclosed in
Note 18 (f).

19 TAHARES (&)
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EEEEESFA T SEER
B )EHRAEBETHER
13,0007 7T : (i) B R 58 &
ZRAEN . #x TEEK
Fz% + K (i) First Elite Development
Limited ¥ B REFEE AR A
Al Z Bt B & 7 ° First Elite
Development Limited J5 — & 7
EBEETMRIOLABRA
A] + APT. Yiwan Mining FT877
N & #8585 Bl /46,500,000 7%
7T % 8,000,000 3 7T 2 AT AR &
(& 8 ¥ A PT. Yiwan Mining
BWEER) 2 E—EERERR
BA-e

R-ZZE—RFA=1+H R
1 8% Zm B Al AR EH 2 16K
BEENEN BEFERES
NOEREHE

China Nickel Resources Holdings Company Limited 65




Notes to Interim Condensed Consolidated Financial Information

R B iR & B 55 R LB o

20 SHARE CAPITAL 20 R#AE
Period ended Year ended
30 June 2015 31 December 2014
BE-E-1% HE_T-QNF
AAZTHLEEH +ZA=1t-BL%E
Number of Number of
ordinary ordinary
shares HK$'000 shares HK$'000
EERY TER plie FHT
Authorised (HK$0.1 each): HE(BROIET)
At beginning and end of B4/ FRER/
the period/year FX 5,000,000,000 500,000  5,000,000,000 500,000
Issued and fully paid BETRAR
(HK$0.1 each): (BRO.1AT) :
At beginning of the periodlyear 5471/ 447 2,678,540,198 267,854 2,553,040200 255,304
Conversion of convertible BATARES
bonds 88,000,000 8,800 125,499,998 12,550
At end of the period/year K/ EX 2,766,540,198 276,654  2,678,540,198 267,854
21 SHARE-BASED PAYMENT 21 BEXfH

R_ZERFAA_R AR
At/ — TR AR AR R AT &I ([ RS A%
R Bt EEABIE
BTAKEEELEERES
RAEID 2 BB - 8 A A AT
B 2BRORBBERAEENE
HEBBREERERE  TF

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

66

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
Hong Kong Stock Exchange’s daily quotation
sheet on the date of grant of the relevant option,
which must be a business day; and (jii) 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.

R ERIERER AR

BRTISEz&Z=E © ()RHD
AE: (\REREEHEERES
B(MWEAEEXBR)BBHIAT
B HBERAYIRD 2 URTE
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RBRAH 2 BRI TE -
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SHARE-BASED PAYMENT (continued)
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 wiill
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.

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.

There were 140,000 share options lapsed, with no
share options granted or exercised during the six
months period ended 30 June 2015.

21
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68

FAIR VALUE HIERARCHY

The Group uses the following hierarchy for
determining and disclosing the fair values of
financial instruments:

fair values measured based on
quoted prices (unadjusted) in active
markets for identical assets or
liabilities

Level 1:

fair values measured based on
valuation techniques for which all
inputs which have a significant effect
on the recorded fair value are
observable, either directly or indirectly

Level 2:

fair values measured based on
valuation techniques for which any
inputs which have a significant effect
on the recorded fair value are not
based on observable market data
(unobservable inputs)

Level 3:

As at 30 June 2015 and 31 December 2014, the
Group and the Company did not have any financial
instruments that were carried at fair value except
for the derivative financial instruments.

At 30 June 2015 and 31 December 2014, the
conversion rights of the Company’s and the
Group’s 8% Coupon Convertible Bonds, together
with redemption rights (considered as a single
derivative), classified as derivative financial
instruments of HK$72,493,000 (31 December
2014: HK$84,373,000) 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.
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FAIR VALUE HIERARCHY (continued)
The most significant inputs in determination of the
fair value of conversion rights of the 8% Coupon
Convertible Bonds are market price of the
Company’s ordinary shares, discount rate, and
volatility rate of market price of the Company’s
ordinary shares.

CONTINGENT LIABILITIES

The Group follows the guidance of IAS 37
“Provisions, Contingent Liabilities and Contingent
Assets” to determine when should contingent
liabilities be recognised, which requires significant
judgement.

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.

22
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23 CONTINGENT LIABILITIES (continued)

70

(@

+H
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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
to the Company 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 (i) an
amount of RMB70,355,783 (equivalent to
approximately HK$89,488,000) 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.

RERERAR A
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23 CONTINGENT LIABILITIES (continued)

(i)

Interim Report 2015

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.

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 31 December 2013) 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 during the year ended 31 December
2013.
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23 CONTINGENT LIABILITIES (continued)
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Litigation with Rock Resource
Limited (“RR”) and United Mineral
Limited (“UM”) (collectively referred
to as the “Buyers”) (continued)

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.

In October 2014, the legal representative of
UM issued a letter to the Group requesting
payment for the amount of US$345,000
and the Group fully settled the amount in
November 2014.

On 18 November 2014, a subsidiary of the
Group received a legal letter from RR, which
purported to be statutory demand serviced
to the subsidiary pursuant to section 254(2)
(a) of the Singapore Companies Act
(Cap. 50), requesting for settlement of a
payable of US$1,726,000 (equivalent to
approximately HK$13,387,000) (the “Unpaid
Invoices”), which has been included as
current liabilities of the Group in the
consolidated statement of financial position.

On 8 December 2014, the Group issued a
legal letter to RR requesting RR to withdraw
such statutory demand and confirm that RR
will not commence winding up of the
aforementioned subsidiary as the Group
considers it has bona fide defences on
substantial grounds to the claims asserted
in RR’s letter dated 18 November 2014 and
has significant cross-claims against RR and
therefore the Unpaid Invoices should not be
settled at this stage since the Group would
be entitled to set these sums off against its
very substantial counterclaims for RR and/
or UM.
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23 CONTINGENT LIABILITIES (continued)

(i)

Interim Report 2015

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 approval of the
interim condensed consolidated financial
information. 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; (i) the
resulting interest so calculated are therefore
miscalculated and grossly inflated; (iii) other
than an amount of HK$2,675,000 relating
to the Interest Charge which has already
been settled by the Group, the remaining
sums of the claims are without merit; and (iv)
the Unpaid Invoices should not be settled at
this stage. 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 interim
condensed consolidated 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.

m

EﬁRock Resource
Limited ((RRJ) &

United Mineral
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23 CONTINGENT LIABILITIES (continued)

74

(ii)

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 year ended 31 December 2014,
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
claim submissions from TORM).
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23 CONTINGENT LIABILITIES (continued)

(i)

Interim Report 2015

Dispute on Contracts of
Affreightment (“COAs”) (continued)
The relevant freight charges payable by the
Group to TORM 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 settled at an amount of
US$419,000 (equivalent to HK$3,253,000)
during the year ended 31 December 2014
and the claim has been fully 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 the
interim condensed consolidated financial
information.

In preparing this interim condensed
consolidated financial information, the
Directors have obtained legal advice in this
respect and, based upon which, consider
that as the arbitration is still ongoing, 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 interim
condensed consolidated financial
information.

As at 30 June 2015 and up to the date of
approval of this report, based on the best
knowledge and information of the Directors,
there are no further claims in relation to any
COAs that the Group has entered into.
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23 CONTINGENT LIABILITIES (continued)
Should the resolution of these legal claims and
dispute turn out to be unfavourable to the Group,
the Group may need to record additional losses in
respect of these claims and disputes in future
reporting periods.

24 COMMITMENTS
Capital commitments

23

24

FREME (F)

a0 b E R B R R F R A RS
BRINRAEE  AEEA
BEREARARBE AR Z SR
RN FHEBISHEINOBEK o

EE
BAESE

30 June 31 December

2015 2014
—E—RF —E—UF
AA=+H +ZA=+—H
HK$’000 HK$’000
FTHERT FAT
Contracted, but not BETHBARESE -
provided for:
Property, plant and LIE N N
equipment 58,702 58,679

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 2015, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

REHEEAR — FREEA
AEERBEEHERHEN
ETHMAENE - BEEZY
XHEFEHMNTME=F -

R-ZE-RFARNA=+H K
SERTIERMEAH 2
AL ERE 2 RRRER

SR FERENT -
30 June 31 December
2015 2014
=2-IF —T-mF
RAA=tH +=ZA=+—H
HK$’000 HK$'000
FET THTT
Within one year —ER 3,212 5,750
In the second to fitth years, £ _-Z% R 4F -
inclusive BEEEMRE 1,027 2,241
4,239 7,991
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25 RELATED PARTY TRANSACTIONS 25
(i) In addition to the transactions detailed
elsewhere in the interim condensed
consolidated financial information, the
Group had the following material
transactions with related parties during the
six months ended 30 June 2015:

BBLITX5

@

BRI B R AR B B 7
B R E A 75 F a2 2
9 REEREBE—
E-RAFRA=+AHL
NE R R T T
IERRS :

Six months ended 30 June

Names of Nature of BEANA=THIEAEAR
related parties transactions 2015 2014
B 2 XHEME —E2-HF —T—mF
HK$’000 HK$’000
FHET FHT
PT. Yiwan Mining Purchase of iron ores,
export tax exclusive
(note b)
BABREA - Rt AR
(KizEb) - 16,848
Easyman (note a) Interest expense (note c)
(MizEa) e (izEc) 1,796 1,194
Ms. Sun Qiaodian Interest expense (note d)
(“Ms. Sun”)
BBt ([FEE]) FISRX (FfEtd) 6,804 4,091
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25 RELATED PARTY TRANSACTIONS 25 BABAERS ()
(continued)
(i) Outstanding balances with related (i) EEEASNRESE
parties
30 June 31 December
2015 2014
—B-EF —T-mF
ANA=TH +ZA=+—H
HK$’000 HK$'000
TER THET
Prepayments to PT. Yiwan FERPT. Yiwan Mining
Mining (note 15 and 2R (1570
note e) fzte) 108,286 108,349
Other receivable from KA PT. Yiwan Mining
PT. Yiwan Mining (note f) 2 E A EWRIE
(Bt ) 28,982 -
Loan to Full Harvest BN TERERE
Development Limited BRAF (MzEg)
(note g) 56,975 56,975
Amounts due to Easyman /R Easyman 78
(note ) (FfizEc) 70,149 61,232
Amounts due to Ms. Sun ERBER LA
(note d) (FtsEd) 32,589 32,577
Amount due to a Director BR—2ES
(note h) ZFHE (HtzEh) 2,086 2,226
Notes: BT

@)

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.

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. In
cases of compulsory price adjustment
mandated by the Government of Indonesia,
the prices of the transactions will be hence
adjusted accordingly for the remaining life of
the exclusive offtake right.

78 HFEBRERERERAF
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25 RELATED PARTY TRANSACTIONS
(continued)
(i) Outstanding balances with related

parties (continued)
Notes: (continued)

)

@

Details of the terms of amounts due to
Easyman are disclosed in Note 18(b).

Ms. Sun Qiaodian is the spouse of Mr. Dong.
Amount due to Ms. Sun is unsecured and
repayable by 31 December 2015. Interest is
calculated at mutually agreed terms.

Prepayments are 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.

Other receivable from PT. Yiwan Mining is
unsecured, interest-free and repayable on
demand.

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.

(i) Compensation of key management
personnel of the Group:

25 BBMAEXS ()

(i) EERAME RGBT

(7%
Wi ()

© #% /K Easyman 3% 18 )
1R KR 15 R FE R 18(0)
W -

(d) BROBZTRERE
MBEE - BRELL
23 HE R I
AR_F—0F+=
A=+—BA{HEE-
MEBRZREERE K
HETE -

() & {5 PT. Yiwan Mining
Z FRIA T R B N SR
A o FZARIE R EE IR
Reg Wi§ERY
SEIERIRE BB -

(U] H f FE 4 PT. Yiwan
Mining Z X T8 7 £ #
A BB RRERE
g -

@ Bl PN 30092
AR QAR AOBRR
BERREERRRS

(h) R —ZERNRA
REER - RERR

i)y AEFFEEEAEZ
IREN :

Six months ended 30 June
BZEANA=THLEAER

2015 2014
—Z—hF —E—MMF
HK$’000 HK$'000
FTHT FHIT
Fees we 500 500
Salary, allowances and e FRRER
benefits 3,490 2,756
Employee share option EEBRERT
benefits 54 (71)
Pension scheme RIRGTEIME R
contributions 26 16
4,070 3,201
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EREIRREMEH

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

In the opinion of the Directors, the Company has complied
with the Corporate Governance Code (“CG Code”) as set
out in Appendix 14 of the Listing Rules during the six
months ended 30 June 2015 with the exception that the
deviations from code provision A.2.1 in respect of the
segregation of the roles of chairman and chief executive
officer, and code provision A.4.1 in respect of the service
term of independent non-executive directors.

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.

BOARD’S CONSIDERATION — MITIGATION
MEASURES TO GOING CONCERN ISSUE
The Board has 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) the Group has been actively negotiating a
syndicated loan with a syndicate of banks in the
People’s Republic of China (“PRC”) to (i) replace
certain bank borrowings and notes payable of the
Group with revised terms including the extension
of loan period to more than 1 year; and (i) provide
additional loan facilities to the Group as working
capital;

2 the Company has been actively negotiating with a
bank in Hong Kong for the borrowings that had
become due as at 31 December 2014 as a result
of cross-default and subsequently overdue after
the year end. Such borrowings are fully secured by
bank deposits of the Group;

Interim Report 2015
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EREIRREMEH

(©)

82

to finalise the proposed disposal of up to 30%
equity interest S.E.A. Mineral Limited (“SEAM”), a
wholly-owned subsidiary of the Group. On 21
January 2013, the Group entered into a non-
binding framework agreement with Beijing
Wincapital Management Co., Ltd. in relation to the
disposal of a 30% equity interest in SEAM. 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.
Management is currently negotiating with the
relevant parties to facilitate the completion of the
proposed disposal despite longer than expected
time was spent as a result of the rapid changes in
environment that SEAM operates in. The proposed
transaction can significantly strengthen the cash
flow position of the Group as a whole in the near
future;

apart from the points (1), (2) and (3) above, the
Group had other borrowings became overdue
subsequent to 31 December 2014. The Group has
been actively negotiating with the lenders for the
renewal and extension of these borrowings;

the Group has been actively negotiating with the
holders of the 12% Coupon Senior Bonds and the
8% Coupon Convertible Bonds for further
extension of the repayment of principal and
interest;
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the Company has appointed Somerley Capital
Limited (“Somerley”) as the financial advisor to
advise the Board in respect of possible financing
arrangements including but not limited to group re-
organisation and debt restructuring. The Company
intends, via Somerley, to enter into discussions
with its bankers, bondholders and creditors as
necessary with a view to agreeing arrangements to
facilitate the Group meeting its obligations;

the Group is negotiating with various potential
investors, financial institutions and identifying
various options for financing the Group’s working
capital and commitments in the foreseeable future,
including identification of potential investors to
invest in various projects undertaken by the Group;

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

the Group has engaged legal advisors to handle all
major litigation matters and seek for an appropriate
solution to the best interest of the Group.
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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 Yiwan (the “Exclusive Offtake
Agreement”), a limited company incorporated in
Indonesia, which is substantially owned by Mr. Soen Bin
Kuan, who at 30 June 2015 and the date of this report
holds more than 5% of the issued share capital of the
Company. Pursuant to the Exclusive Offtake Agreement,
Yiwan agreed to exclusively sell and SEAM agreed to buy
the iron ores produced by Yiwan 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 Yiwan, 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 Yiwan 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.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2015, 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 (“SFO”)) 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 2015:

Capacity in which

Name of Directors interest are held

EREIRREMEH

EERKRO - EERDRERE
el £ 5N

WZZE-—RAFRA=TH EF2RAK
RAREMEEE(ERLEFLNE
GPI(TE R R BB ED D) EXVE) 2
Bty ~ AR REEZ T #A@Q)
RIBEFESFRAEGOEXVEETRE
8 ERAM G AN A B B X 2 s [
wE(BREREEZ BRI ER
XM EREFRAERA 2 m &
KB ROBREBEREFRREGEDE
352 {5 157 7E 2 5 A\ 3% {6 B i it & T
2R BORR ¢ (o) IR IE LT AR R
B0z EMBETAESETES
R R ESA(MEEFR D ANE
RRB R R 2 em PORRIAT ¢

() R=B-AFXAZ+AR
ERARBZEFA

Approximate

percentage to

the issued

Number of share capital
shares of the Company

HARQT

ERTRAEAZ
EEHNE BEREZZSH RHEE BMABEIL
Dong Shutong Held by controlled 1,497,660,705 54.13%
2E£8 corporations (note)

RZEEERFA (M)

Dong Chengzhe Beneficial owner 1,600,000 0.05%
ES R EmEAA
Note: As at the Latest Practicable Date, 1,472,804,705 MisE . RE&% A 77 B8 Easyman &

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 beneficially
interested in such Shares by virtue of the SFO.
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Sino Regent Worldwide Limited
([Sino Regent]) % 3l # &
1,472,804,705 % % 24,856,000
f% B% 15 ° B # Easyman & Sino
Regent & B )2 S B BT
HRELERFE  BREESH
REIERD) - EREBR AR
ZERNTHE B o
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(ii)

86

Long positions in the underlying shares of (i) R=EZ—AEXNA=1+HR
the Company as at 30 June 2015: AATEERGD ZER -
Approximate
percentage to
Number of the issued
Capacity in which share options share capital
Name of Directors interest are held (note) of the Company
EARAT
BREHE ERITREZ
EEnA BEEEZ 5T (Bf=E) BRES
Dong Shutong Beneficial owner 5,000,000 0.19%
E5E\ ERfAA
Held by spouse 1,700,000 0.06%
SRS E]
Dong Chengzhe Beneficial owner 2,775,000 0.10%
i EnlaA
Song Wenzhou Beneficial owner 2,520,000 0.09%
RN ExAA
Yang Fei Beneficial owner 2,775,000 0.10%
R ERAA
Note: The share options are unlisted equity-settled options et REBREABRBRRATNZ

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.

PR ERIERER AR

TTRFRA - ARMBZ B
R BRI 2 IF E AR X
2 BE RS - ARIR L AERt
BfTEBRER - RITEAR
PR ROV BB AR B A BT

7o

—E-RERHRE
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SUBSTANTIAL SHAREHOLDERS’ FTERRERAQTRMG K HEE
INTERESTS AND SHORT POSITIONS IN BRPzEZRAR

THE SHARES AND UNDERLYING SHARES

OF THE COMPANY

As at 30 June 2015, shareholders (other than the interest HR-Z—REXA=1TH  BE(TH
disclosed above in respect of the Director who is also a  F F X ERFARNAT TERE Y
substantial shareholder of the Company) who had  ZZEATS R ) RAR B D &8
interests and short positions in the shares and underlying D BEEBEZ S REEEDE XV
shares of the Company which have been disclosed to the  #[%2 K E 30 282 HEC AR A
Company under the provisions of Divisions 2 and 3 of Part & » skt SR A ARIRE B AR HE
XV of the SFO, or which were recorded in the register &l 25336 & EERFE 2 MR
required to be kept by the Company under Section 336 of ZHESRARWT ¢

the SFO were as follows:

Long positions in the shares and underlying R-ZEBE—RAEXRNA=ZTHERAEALQT
shares of the Company as at 30 June 2015: BHOREBROZEHE :

Approximate
Number of  percentage to

Shares/ the issued
Capacity in which underlying share capital
Name of Shareholders interest are held shares of the Company
(RN
B BRITREAZ
RREE BEREZEZ G RN EE BHOBEDH
Easyman Beneficial owner 1,472,804,705 53.24%
ERMAA
Soen Bin Kuan Beneficial owner 182,734,104 6.61%
TRE E=RMAA
Sun Qiaodian (note 1) Beneficial owner 1,700,000 0.06%
I8 (H7E1) EnlEA (note 2)
(Mi3E2)
Held by spouse 1,502,660,705 54.32%
M EHA
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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
2015, 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 has
remained in force for a period of 10 years from adoption
of such scheme and expired on 2 May 2015.

88 HEBRERERERAF

1. BOBLLNEEBAE RS  EE
MR AT — B PAER

2. ZEBBREARBALTIN_FTRF
DA ARMZ R EIRE 2L
WA S 2 BB - IRIBX AR
FHEIFTERBAER - A RITEE R
HRBERHER B ABTTRD -

B EXPRREEESN - BRI PAA -
RZZ-—RFRA=TH BEHEM
ALTRARE 2 B k8RR &
BERBEESLBERIIEXVEFE2
RFEIDEBME AR R 2 m IR
B RERIMERAAFRDETR
RAGER %I LM E RS - kE
BERERERMEEEMNBERTRA
SENEMKERFNRRAE LK
SEHE N O ({7 2R I AU AS T B 10% A
A -

ARS8
BER-_ZERFRA-_BEBZE
BREER - AQRIRM—BRBRET
BB AEsTEl]) - MEAR A AR
ELHEBERFREREEEEZER
SIAKKE  WHERAAGEUZER
MR - EE - IREEE - WER Sk
REENTFAAEEFELHERSKES
AEEGRAZZ2BBAALT - ZER
ERTEERAZ BT T FREM
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The options granted under the Share Option Scheme
have an exercise period of 10 years from the date of
acceptance of the options, which is in compliance with
the terms of the Share Option Scheme, subject to a
vesting schedule of 5 years whereby only 20% of the
options is exercisable 12 months after the date of
acceptance of the options and an additional 20% of the
options shall be exercisable by the grantee in each
subsequent year until the last day of the 5-year 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:

EREIRREMEH

IRIR RS AR S 81 2 3R IRIR I AR AR
PRI Z R 2 TR RN
BiEE AR AHTF HIXEFEH
BEERAR - HILL - £20% 2 B
AR ERERES B12@ A %17
- MARAAREGESZ —F1T7E
EBIN20% BB A HE - E T RN
HERAFHzRE—BHATES
BB - IR R RIEREZ 28
BT -

No. of share options
B

Price of
Outstanding Outstanding Company’s
asat Granted Exercised Lapsed asat Exercise shares at
1 January during the during the during the 30 June price of  exercise date
2015 period period period 2015 share options of options
(note 1) (note 2)
R-B-1& R-Z-1% KRERR
-B-R ~BZTH BREZ RERE
HRGE  REREE  REATE  REAXN HRTE TEE TEANKRE
(HzE1) (H2)
HK$ HK$
B o
Directors Ez
Mr. Dong Shutong BEALE 5,000,000 - - - 5,000,000 1.07 NATER
Mr. Dong Chengzhe Bkt 1,275,000 - - - 1,275,000 191 NATER
1,500,000 - - - 1,500,000 063 NATER
Mr. Song Wenzhou RIMEE 1,020,000 - - - 1,020,000 1.07 NATER
1,500,000 - - - 1,500,000 063 NATER
Mr. Yang Fei BREE 1,275,000 - - - 1,275,000 1.91 NATER
1,500,000 - - - 1,500,000 063 NATER
Sub-total fornumberof BT ES 2Bk
share options to Directors ~ #{F /) \s+ 13,070,000 - - - 13,070,000 - -
Other employees Rt 11,900,000 - - - 11,900,000 107 NATER
7,545,000 - - (140,000) 7,405,000 245 NATER
26,300,000 - - - 26,300,000 0.63 NAPMER
Sub-total fornumberof B FE#EE
share options to other EREZA N
employees 45,745,000 - - (140,000 45,605,000
Total it 58,815,000 - - (140,0000 58,675,000
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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 “Share Option
Scheme” above, at no time during the period ended 30
June 2015 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.

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.

EVENTS AFTER THE REPORTING PERIOD
Details of the significant events after the reporting period
of the Group are set out in the Management Discussion
and Analysis under section headed “Subsequent Event”.

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.

90 FEKRERERERAF

S PSR 2 77160 8 R B TR (A SRAT A B 7T
RARDFRA 2 BIRIAE B T B2 -

2. AR F T A 2 (B R B
MERRETTEE R AT 2 R 5 A 2 B 22 Al
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ESWREROSEER ZER

B EX BR8] —BRPPIIREE
S RBEZZE-RAFRA=THLE
FENEMERHE Aow - BERA
Bl E AR B AR REARKE LR
WmFT AR REE A
ARRRAEFEMEERR R 2 Bk
EREEMER -
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The audit committee consists of Mr. Wong Chi Keung,
Mr. Bai Baohua 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 2015.

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.

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.
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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 2015.
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