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Financial Highlights
MERE

Six months ended 30 June
BEARA=THLAEA

2016 2015
—E-RE —ET-ARF
HK$’000 HK$’000
FERT FHET
(Unaudited) (Unaudited)
(REER) (REeEZR)
Revenue s 33,406 28,182
Gross (Loss)/Profit (E18)/EF (41,401) 963
Loss before Interest, Tax, BAES - BIE -
Depreciation and Amortisation YTEE AT
(‘LBITDA") Z BB ([LBITDAD) (21,097) (31,175)
Loss before Tax FriGATE 18 (222,946) (207,521)
Loss Attributable to Equity Holders NATIREREE A
of the Company FE{R B TR (221,844) (207,260)
Gross (Loss)/Profit Margin (ESWES B (123.9%) 3.4%
LBITDA Margin LBITDA % (63.2%) (110.6%)
Net Loss Margin FEEE (668.7%) (736.4%)
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Management Discussion and Analysis

OPERATING ENVIRONMENT ANALYSIS
Impact of Export Ban

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

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 IUP
Holders have carried out processing and refining
domestically according to Government Regulation No. 23
of 2010 regarding implementation of activities of business
of minerals and coal mining and have conducted refining
and smelting in accordance with Law No. 4 of 2009
regarding minerals and coal mining (“Export Ban”). Due to
the Export Ban, Yiwan can no longer export unprocessed
ore to the Group.

After the Export Ban, the ore trading business of the
Group continued suspension in the first half of 2016.

Besides the direct impact on the ore trading business, the
Export Ban also adversely affected the manufacturing of
iron and special 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 special steel products.

Interim Report 2016
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Management Discussion and Analysis

THEBHWES N

Operating environment in the first half of 2016
The steel product price along with the iron ore price
rebound began in 2016. The rebound may be attributable
to the reversal of the weak construction and the recovery
of the PRC’s property market in the first quarter of 2016.
With the industry-wide rebound along with the rebound of
the general commodity of the market, it is believed that
the steel manufacturer has passed the most difficult time.

Despite the recent rebound of the PRC steel market, we
remain pessimistic about the steel market in the PRC in
the short term due to the continuation of over-supply and
the persisting weak steel price under fierce competition in
the steel market. The PRC government started to study
the appropriate solutions to mitigate such over-supply
situation continuously. We expect the prices 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, the Group has
shifted to the production of high quality iron and special
steel products through the application of more
environmental-friendly production method. Moreover, the
Group completed the innovation on the new “high-
strength special 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
special steel” products launching to the market is still at
the beginning stage, the Directors believe that the “high-
strength special steel” product can contribute substantially
to the Group’s future operating profits upon the
successful exploration and development of the new “high-
strength special steel” products in the PRC steel market
in the near future.
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Management Discussion and Analysis

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 processed into nickel-iron alloy fluid, which
becomes a high- quality raw material for the production of
stainless steel. The Lianyungang plant 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 and the continuation of over-
supply and the persisting weak steel price under fierce
competition in the steel market, the production of iron
ores related products was affected substantially.
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Management Discussion and Analysis

THEBHWES N

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 special steel mill
construction project of Indonesia with strong support from
Indonesia central government, and offers manufacturing
capability that is valuable considering the new mining
regulations in Indonesia. The special steel mill project will
produce special 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. 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 the environment that
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 sale, 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 due to strong demand from
the PRC customers in the past.

However, the ore trading business of the Group has been
suspended upon the Export Ban and it is anticipated that
this will have a continuous significant negative impact on
the financial and operating results of the Group.

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.

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

Special steel-making operations

For the special steel-making operations of the Group,
both the sales volume and profit margins of stainless steel
products and Ni-Cr alloy steel ingots continued to be low
during the period as a result of over-supply under the
intense competition on steel products market in the PRC.
In addition, due to the Export Ban and the continuous
weak demand in the iron and steel market in the PRC, the
production plant of Zhengzhou Yongtong Special Steel
Company Limited, a subsidiary of the Company,
suspended production from January 2016 to February
2016, and from mid-July 2016 and up to date of this
report because the Environmental Protection Bureau in
Zhengzhou City, Henan Province has been taking
measures to monitor and control the air pollution index
since early July 2016. The Group expects the production
can be resumed in September 2016. The substantial low
production level and sales volume in the first half of 2016
was resulted. Following the new orders obtained in the
first half of 2016 from a new customer for husbandry uses
special steel product, the Group special steel-making
operation has been resumed gradually and is going to
step forward to the mass production capacity in the
second half of 2016 in order to meet the new orders
delivery schedules.

While we expect the keen competition in the steel market
of the PRC will continue in 2016, the demand for steel
products will gradually pick up. The Group is actively
developing new high value-added special steel products
and identifying PRC and overseas markets with growth
potentials to strengthen our product portfolio and reduce
market concentration risk.

Financing Arrangement

As at 30 June 2016, the Group had net current liabilities
of approximately HK$2,912.0 million. The Group has been
actively negotiating with PRC and overseas banks and
institutional investors for new borrowings and renewal of
existing borrowings when they fall due. During the period,
the Group had successfully obtained bank and other
borrowings of HK$772.1 million to finance its operation
and for repayment of its borrowings when they fall due.
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Management Discussion and Analysis

THEBHWES N

In addition, based on the framework agreement with a
potential investor for the disposal of 30% equity interest of
SEAM, a wholly-owned subsidiary of the Group, the
aggregate consideration will be approximately US$150
million (equivalent to approximately HK$1.1 billion). The
transaction is still in progress due to the rapid change in
operating and regulatory environment of SEAM, and the
potential investor needs more time for conducting due
diligence work.

Syndicated loans in PRC

In January 2016, the Group obtained a syndicated loan
from a syndicate of banks in the PRC (i) to replace certain
outstanding bank loans and notes payable of the Group;
and (ii) to provide additional loan facilities to the Group as
working capital for an amount of approximately RMB150
million (the “New Facilities”) for a 3-year term. Up to the
date of this report, all of the New Facilities have been
drawn down.

Subscription agreement

Reference is made to the announcement of the Company
dated 7 March 2016 in respect of, among other things,
the (i) proposed issue of Subscription Shares under the
Specific Mandate; (i) application for the Whitewash
Waiver; and (iii) Special Deal (the “Subscription
Announcement”). Unless otherwise stated, capitalised
terms used in this report shall have the same meanings as
defined in the Subscription Announcement.

On 5 March 2016, the Company and a potential investor
(the “Potential Investor” or “Subscriber”) entered into a
share subscription agreement pursuant to which the
Subscriber agreed to subscribe for a total of
1,465,898,410 new ordinary shares of the Company at a
subscription price of approximately HK$0.1876 per share
(the “Subscription Shares”), with proposed gross
proceeds totalling HK$275 million (the “Subscription”),
subject to certain conditions precedent which, among
others, include the following:

. approval from the Company’s shareholders, or
independent shareholders when appropriate, for (i)
allotment and issuance of the Subscription Shares;
(i) a Whitewash Waiver; and (i) a Special Deal (as
defined hereunder), at the extraordinary general
meeting of the Company;
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Management Discussion and Analysis

a Whitewash Waiver being granted by The
Securities and Futures Commission of Hong Kong
(“SFC”) in respect of any obligation of the
Subscriber and parties acting in concert with it to
make a mandatory general offer for all the issued
shares and other relevant securities of the
Company not already owned (or agreed to be
acquired) by the Subscriber and parties acting in
concert with it which might otherwise arise as a
result of the Subscription;

the consent from the SFC for repayment to any
creditor who is a shareholder of the Company
using the proceeds from the Subscription under a
proposed debt restructuring as mentioned below
(the “Special Deal”);

approval of resumption of trading of the
Company’s shares, and listing of the Subscription
Shares from the Stock Exchange; and

completion of a debt restructuring by the Company
by way of the “Schemes” (the “Debt Restructuring
Proposal”). The debt restructuring refers to a plan
for restructuring of the indebtedness of the
Company which involves, among other things: (i)
the reduction and cancellation of the outstanding
principal amount of the Bonds by at least 80%; (i)
the reduction and cancellation of all the
outstanding interests of the Bonds; (iii) the release
and discharge of all security collateral provided in
relation to the 12% Coupon Senior Bonds and the
8% Coupon Convertible Bonds; and (iv) the
reduction of and cancellation of all other
indebtedness and contingent liabilities of the
Company as referred to in the Debt Restructuring
Proposal, by at least 80%.

Financial advisor and debt restructuring scheme advisor
have been appointed by the Company to facilitate the
Subscription and Debt Restructuring Proposal.
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Management Discussion and Analysis

THEBHWES N

Update on the status of the Debt Restructuring
Proposal and Event of Default and Cross-Default
Bonds

References are made to the announcements of the
Company dated 30 May 2016, 13 June 2016 and 24
June 2016 regarding the convening of Meetings and
Adjourned Meetings of Bondholders (the “Bond
Announcements”). Capitalised terms used herein have the
same meanings as those defined in the Bond
Announcements unless defined otherwise.

Since December 2014, the Group had continuous 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.
Upon the passing of the Extraordinary Resolutions by the
Company on 21 June 2016 and 6 July 2016, no Senior
Bondholder or Convertible Bondholder shall demand
repayment of any amount due under such Bonds or take
any action to enforce the payment of monies or exercise
any other right thereunder or otherwise take any action
against the Company whether or not under the terms and
conditions of such Bonds or request or require the
relevant bonds trustee to take any action against the
Company from the date of the Extraordinary Resolutions
to (and including) the date upon which the Schemes are
implemented.

As disclosed in the announcement of the Company dated
13 June 2016, (i) the principal amount of the 12% Coupon
Senior Bonds of HK$390,990,000 and the accrued
interest of HK$90,769,000 are outstanding; (ii) the
principal amount of the 8% Coupon Convertible Bonds of
HK$117,525,000 and the accrued interest of
HK$18,725,000 are outstanding; and (iii) the principal
amount of the Modified 10% Coupon Bonds of
HK$28,400,000 and the accrued interest of
HK$5,996,000 are outstanding.
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Management Discussion and Analysis

Following the passing and effectiveness of the
Extraordinary Resolutions by the Company on 21 June
2016 and 6 July 2016, (for details of background of the
meetings of the Bondholders and the results of the
Bondholders’ meetings, please refer to paragraphs below
headed “Background of the meetings of the
Bondholders”, “Meetings of the Bondholders”, “Results,
adjournment and dissolution of the meetings of the
Bondholders” and “Results of the adjourned meeting of
the convertible bondholders”) the Company is preparing
the necessary documents to submit to the courts for the
creditors’ approval and court sanction for the Cayman
Scheme and Hong Kong Scheme under the Debt
Restructuring Proposal. As disclosed in the Company’s
announcements, completion of the Subscription is
conditional upon, among other things, the approval of the
Schemes by the courts under the Debt Restructuring
Proposal. The application to the courts and the approval
of the Schemes by the creditors at the Scheme Meetings
will be the next steps towards the satisfaction of the
condition precedent to completion of the Subscription.

Background of the meetings of the Bondholders
As disclosed in the announcement of the Company dated
7 March 2016, completion of the Subscription is
conditional upon, among other things, the necessary
order of the High Court of Hong Kong and consent of the
other relevant parties with respect to the execution of an
approved scheme of arrangement between the Company
and the creditors under the Debt Restructuring Proposal
having been obtained.

As an initial step of the Debt Restructuring Proposal,
separate meetings of the Convertible Bondholders, the
Senior Bondholders and the 10% Bondholders were
convened in order to give effect to the following:

. the Convertible Bondholders to be treated as a
separate and single class under the Schemes, not
as part of the class of secured creditors of the
Company, who are creditors under the Schemes
nor as part of the same class as the Senior
Bondholders;
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[ the Senior Bondholders to be treated as part of the
same class as the existing unsecured creditors of
the Company (including the 10% Bondholders),
who are creditors under the Schemes;

[ the cancellation of all outstanding principal on the
Bonds;
o the cancellation of all outstanding interest, accrued

and unpaid, on the Bonds; and

. the release and discharge of all of the Convertible
Bonds Security and the Senior Bonds Security,
respectively,

in return for, in the case of the Senior Bonds and the 10%
Bonds, a Cash Distribution and in the case of the
Convertible Bonds, either a Cash Distribution or a Shares
Distribution. No Convertible Bondholders shall be entitled
to receive a combination of a Cash Distribution and a
Shares Distribution. For details, please refer to the Bond
Announcements.

Meetings of the Bondholders

Separate meetings of the Convertible Bondholders, the
Senior Bondholders and the 10% Bondholders were
convened by the Company to consider and, if thought fit,
pass separate extraordinary resolutions of the Convertible
Bondholders, the Senior Bondholders and the 10%
Bondholders, as the case may be (the “Extraordinary
Resolutions”):

° for the Convertible Bondholders and the Senior
Bondholders, as the case may be, to agree, and to
instruct the relevant bonds trustee and the Security
Trustee, not to enforce the Security in relation to
the Convertible Bonds and the Senior Bonds, as
the case may be, from the date of the meeting to
the date the Schemes become Effective, or if the
Debt Restructuring Proposal is not approved at the
Scheme Meetings, the completion of the Scheme
Meetings;
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Management Discussion and Analysis

o to approve the terms of the Debt Restructuring
Proposal; and

. to give instructions to the relevant Bonds Trustee
to vote the full principal amount of the relevant
Bonds which are outstanding in favour of the
Schemes at the Scheme Meetings and any
adjourned or rescheduled Scheme Meeting.

Results, adjournment and dissolution of the
meetings of the Bondholders

As at the date of the Meetings of the Bondholders,
according to DB Trustees (Hong Kong) Limited, in its
capacities as trustees for the relevant Bonds, the
outstanding principal amounts of the Convertible Bonds,
the Senior Bonds and the 10% Bonds were
HK$87,850,000, HK$390,990,000 and HK$28,400,000,
respectively.

The Company announced that:

() as a quorum was not present at the Meeting of the
Convertible Bondholders convened and held at
10:30 a.m. (Hong Kong time) on 21 June 2016
after 15 minutes since the time appointed for
holding such Meeting, such Meeting was
adjourned in accordance with the terms of the
Convertible Bonds Trust Deed to 6 July 2016 at
10:30 a.m. (Hong Kong time) at the same address
as the original Meeting of the Convertible
Bondholders, i.e. Room 3501, 35th Floor, China
Merchants Tower, Shun Tak Centre, 168-200
Connaught Road Central, Hong Kong. The notice
for the adjourned Meeting of the Convertible
Bondholders was published in accordance with
the terms of the Convertible Bonds Trust Deed.
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(b) the Meeting of the Senior Bondholders convened
and held at 11:00 a.m. (Hong Kong time) on 21

—E-RERNAZT—RLEF
TR IE(RBRME) AR R

June 2016 was quorate at the first calling and the BITBEEEEBEARERE
number of votes cast at such Meeting was as RBARBEEEIEAZS - BH
follows: RE LIREFRANEZHOT -
FOR AGAINST
=901 R
Total number of votes cast }ﬁ;‘,ﬁ P 14,270 104
Votes as a percentage of BERE2HAMTEHN
all votes cast (%) Bkt (%) 99.28% 0.72%
Votes as a percentage of BEELRIREER
all outstanding Senior Bonds (%) @& EHFM A D 91.24% 0.67%
As at least three-quarters of the votes cast at the HREBLEAFEAKRE &
Meeting of the Senior Bondholders were cast in LIS 7 =R EHER IR R
favour of the Extraordinary Resolution, the EE ORI MEXESEAR
Extraordinary Resolution put forward to the Senior AREHNERAZREOER
Bondholders was passed, and became effective B WA BRRESEE AE
subject to the Extraordinary Resolution to be EENERDRBZENEHRT
considered by the Convertible Bondholders also KRR &5 A A KNS (SF
being passed at the adjourned Meeting of the [ —HEERE) —RIE BB
Convertible Bondholders (or any further BEWM  MEELEESEEZEA
adjournment thereof). No holder of the Senior BREBELEEAEEBEAKRE 3t
Bonds was required to abstain from voting on the ERRRRMENRSE
Extraordinary Resolution at the Meeting of the
Senior Bondholders; and
(c) as a quorum was not present at the Meeting of the (© HR-E /‘—\i ﬁ B=-+—H
10% Bondholders convened and held at 11:30 ttFJr*E S(EEBER)

m. (Hong Kong time) on 21 June 2016 after 15
minutes since the time appointed for holding such
Meeting, as agreed by the Company and the 10%
Bonds Trustee, such Meeting was dissolved in
accordance with the 10% Bonds Trust Deed.
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Management Discussion and Analysis

Results of the adjourned meeting of the
convertible bondholders

As at the date of the adjourned Meeting of the Convertible
Bondholders, according to DB Trustees (Hong Kong)
Limited, in its capacity as trustee for the Convertible
Bonds, the outstanding principal amount of the
Convertible Bonds was HK$46,775,000.

The Company announced that the adjourned Meeting of
the Convertible Bondholders convened and held at 10:30
a.m. (Hong Kong time) on 6 July 2016 was quorate and
the number of votes cast at such adjourned Meeting was
as follows:

THEBMFWES

THRRESSEACHAENER

RAl R EHFFEALTH RS B -
BREBEEAITHBRESFZTANEERE
(BB BRAR  AIRRESRN
KIEEARESEH46,775,0008 7T °

AKRABEMH  RZE— X FLAXA
EFTR=1+2(BEKHE) BRKE
THABRBRESBEALHASDE
ETEAE  BBEHAE LRERR
RIZET -

FOR AGAINST
B ¥
Total number of votes cast WEgag 1,446 285
Votes as a percentage of BEER2IHATREHM
all votes cast (%) B (%) 83.54% 16.46%
Votes as a percentage of EE(RRICKREE
all outstanding Convertible Bonds (%) E5E5KE D (%) 77.28% 15.23%

As at least three-quarters of the votes cast at the
adjourned Meeting of the Convertible Bondholders were
cast in favour of the Extraordinary Resolution, the
Extraordinary Resolution put to the Convertible
Bondholders was passed and became effective. No
holder of the Convertible Bonds was required to abstain
from voting on the Extraordinary Resolution at the
adjourned Meeting of the Convertible Bondholders.

The Extraordinary Resolution put to the Meeting of the
Senior Bondholders which was passed on 21 June 2016
has also become effective from the time the Extraordinary
Resolution put to the Convertible Bondholders at the
adjourned Meeting of the Convertible Bondholders was
passed.
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Second Delisting Stage and Resumption
Conditions

On 4 July 2016, the Stock Exchange issued a letter to the
Company stating, among other things, that the Rules
Governing the Listing of Securities on the Stock Exchange
(the “Stock Exchange”) considered that the resumption
proposal dated 6 June 2016 had not satisfactorily
demonstrated sufficiency of operations or assets as
required under Rule 13.24 of the Listing Rules.
Accordingly, the Stock Exchange decided to place the
Company into the second delisting stage under Practice
Note 17 to the Listing Rules (the “Second Delisting
Stage”).

The Company is required to submit a viable resumption
proposal addressing the resumption conditions below at
least 10 business days before the expiry of the Second
Delisting Stage:

1. demonstrate its compliance with Rule 13.24 of the
Listing Rules;
2. publish all outstanding financial results and address

any audit qualifications;

3. demonstrate that the Company has sufficient
working capital for its operation for at least twelve
months from its expected resumption date;

4, demonstrate that the Company has put in place
adequate financial reporting procedures and
internal control systems to meet its Listing Rules
obligations; and

5. inform the market of all material information for the
shareholders of the Company and the investors to
appraise the Company’s position.

The Stock Exchange may impose further resumption
conditions if necessary.

The Second Delisting Stage will expire on 3 January 2017.
At the end of the Second Delisting Stage, the Stock
Exchange will determine whether to place the Company
into the third delisting stage under Practice Note 17 to the
Listing Rules after considering any resumption proposal to
be made by the Company.
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FINANCIAL REVIEW

Turnover and sales volume

Major products of the Group were stainless steel
products, ferro-nickel alloys and Ni-Cr alloy steel ingots.
The tables below set out the turnover and sales volume of
the Group’s products for the periods indicated:

Management Discussion and Analysis
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g ey

ERENEE

AEBzIBRERATHMER &
Hee MR SHIE - TRHIA
SEERNARERZEXBRHEE

Turnover =21
2016 2015
—E—XRF —T-RF
First Half First Half
g E¥F
HK$’000 % HK$'000 %
FERT FAT
Mineral Resources: BYER :
Limonitic ores 1BiEE - 0% - 0%
Iron and Steel Products: &3S :
Stainless steel products N85 8l & & 4,066 12% 4,198 15%
Ferro-nickel alloys
and others BEE e REM 18,029 54% 15,266 54%
Ni-Cr alloy steel ingots fRIRA ST 11,311 34% 8,718 31%
Total @t 33,406 100% 28,182 100%
Sales volume HE
2016 2015
—E—XRF —T-RF
First Half First Half
g E¥F
Tonnes % Tonnes %
N IR
Mineral Resources: BYER :
Limonitic ores (dry tonnes) &% (27 A MF) - 0% - 0%
Iron and Steel Products: &3S :
Stainless steel products 5 il E & 545 5% 790 9%
Ferro-nickel alloys
and others BEA S RHM 6,348 64% 6,907 75%
Ni-Cr alloy steel ingots RIRE R MSE 3,041 31% 1,521 16%
Total et 9,934 100% 9,218 100%
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In the first half of 2016, the total revenue recorded an
increase of HK$5.2 million or 18.5% comparing to the
same period of 2015, which was mainly contributed by
increase in revenue from sales of both Ferro-nickel alloys
and others and Ni-Cr alloy steel ingots. The production at
our Zhengzhou plant was suspended during January
2016 to February 2016 due to the weak demand in the
iron and steel market, and was resumed gradually since
March 2016.

Comparing to the same period in 2015, the average unit
selling price of stainless steel products surged by
HK$2,147 per tonne or 40.4% to HK$7,461 per tonne.
Despite the fact that the sales volume shrank by 245
tonnes or 31.0% to 545 tonnes, the revenue only slightly
decreased by HK$0.1 million or 3.1% to HK$4.1 million.

The sales volume of Ferro-nickel alloys and others
decreased by 559 tonnes or 8.1% to 6,348 tonnes in the
first half of 2016. However, as the average unit selling
price increased by HK$630 per tonne or 28.5% to
HK$2,840 per tonne, the revenue from Ferro-nickel alloys
and others has increased by HK$2.7 million or 18.1% to
HK$18.0 million.

In contrast to the above, the average unit selling price of
Ni-Cr alloy steel ingots decreased by HK$2,012 per tonne
or 35.1% to HK$3,720 per tonne. However, the revenue
increased by HK$2.6 million or 29.7% because the sales
volume of Ni-Cr alloy steel ingots surged by 1,520 tonnes
or 99.9% to 3,041 tonnes.

On the other hand, the Group’s ore trading business,
which was the key revenue and cash flows contributor of
the Group before the Export Ban, remained suspended in
2016. Unprocessed iron ore export from Yiwan to our
Group has been suspended from 12 January 2014
onwards due to the Export Ban. 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 in the first half of 2016 increased by
HK$47.6 million, or 174.8%, to approximately HK$74.8
million. The significant increase in cost of sales was mainly
due to the initial set-up and trial production cost incurred
for enlarging furnace production to meet the new sales
order received by the Group in early 2016.

THEBMFWES

HER A&

ZE—XFE ¥ FREE AN
A7TBEBEHETTHK1T48% EHT48FE
BT HERAKBEMDIEZAR
REBRABELEEARIAN S
—ANFEVBEENMEETEMEL
FIHAG it Kl EE A AR FT R o

2016 2015
—RE —HF
First Half First Half
E¥F E¥F
HK$’000 % HK$'000 %
FER FAET

Raw materials [ R 15,512 21% 8,372 31%
Fuel and utilities BRE K E B 1,731 2% 2,669 10%
Depreciation e 18,540 25% 12,252 45%
Staff costs BIKAR 15,260 20% 3,531 13%
Others Hib 23,764 32% 395 1%
Total wat 74,807 100% 27,219 100%
Gross loss EE
The Group recorded the gross loss of HK$41.4 million in REBNR -ZT—NEHEEEM4H
2016 (2015: gross profit of HK$1.0 million). The gross %,EE( E—FHF: EFEF10EEE
loss margin in 2016 was 123.9% (2015: gross profit TL) e —E—RNEHNEEBE E123.9%

margin of 3.4%). The significant gross loss was mainly
due to the initial set-up and trial production cost
mentioned in the paragraph “cost of sales” above.

Other gains, net

Other gains, net in 2016 increased by HK$29.1 million or
329.3% to HK$37.9 million (2015: HK$8.8 million). The
increase was mainly due to change in fair value of
derivative financial instruments and reversal of impairment
loss on property, plant and equipment in 2016.

Selling and distribution expenses

Selling and distribution expenses in 2016 increased by
HK$1.1 million, or 75.1%, to HK$2.6 million (2015:
HK$1.5 million), representing 7.8% of turnover (2015:
5.3%). Increase in selling and distribution expenses was
mainly due to the increase in sales.
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Administrative expenses

Administrative expenses in 2016 decreased by HK$37.8
million, or 38.8%, to HK$59.5 million (2015: HK$97.3
million), representing 178.2% of turnover (2015: 345.2%).
The decrease in administrative expense was mainly
because certain manufacturing related administrative
expenses in 2015 were reclassified as cost of sales in
2016 after resumption of production in March 2016.

Finance income

Finance income in 2016 decreased by HK$12.7 million, or
79.4% to HK$3.3 million (2015: HK$16.0 million) mainly
due to substantial reduction in pledged time deposits for
repayment of notes payable in 2015.

Finance costs

Finance costs in 2016 increased by HK$27.0 million, or
20.3% to HK$160.0 million (2015: HK$133.0 million)
mainly due to increase in bank and other borrowings.

Other expenses
Other expenses in 2016 decreased by HK$0.9 million, or
61.1%, to HK$0.6 million (2015: HK$1.5 million).

Loss before tax

As a result of the factors discussed above, the loss before
tax for the period ended 30 June 2016 was HK$222.9
million (2015: HK$207.5 million). The Group’s loss before
tax margin was 667.4% (2015: 736.4%). The loss before
interest, tax, depreciation and amortisation (LBITDA)
margin was 63.2% (2015: 110.6%).
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Income tax expense

The applicable Hong Kong profits tax rate of the Company
and its subsidiaries which operate in Hong Kong is 16.5%
based on existing legislation. The entities within the Group
which operate in the PRC, Singapore and Indonesia are
subject to corporate income tax at rates of 10% to 25%
for the period ended 30 June 2016. The income tax
HK$0.4 million in 2016 (2015: Nil) represented under-
provision of 2014 income tax.

Loss for the period and loss attributable to equity
holders of the Company

As a result of the factors discussed above, the Group’s
2016 loss for the period was HK$223.4 million (2015:
HK$207.5 million) and the 2016 loss attributable to equity
holders of the Company was HK$221.8 million (2015:
HK$207.3 million).
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Key financial ratios FEHG KR
Six months
ended Year ended
30 June 31 December
Notes 2016 2015
BZE HZE
—E-RF —T—RHF
AA=+H +ZA=+—H
B 5T 1E}1E A IEFE
Current ratio MBI 1 18% 17%
Inventories turnover days FEEEAY 2 659 days H 673 days H
Debtor turnover days JEWEZGEE AE 3 43 days H 68 days H
Creditor turnover days FEfERFZGEEAS 4 314 days H 1,039 days A
Interest cover BREFEEE 5 -0.4 times 1% —1.8 times &%
Interest-bearing gearing ratio FFEERAELEE 6 2,308% 953%
Debt to LBITDA ratio BEHIBITDALLE 7 -112.3 timesf& -9.0 times fi%
Net debt/Capital and net debt FREARE
ratio FEELE 8 97% 93%
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THBE RS W

Notes:

1. Current assets/current liabilities X 100%

2. Inventories/cost of sales X 181 days or 365 days

3. Trade and notes receivables/turnover X 181 days or 365 days
4., Trade and notes payables/cost of sales X 181 days or 365 days
5. Profit before interest and tax/net interest expense

6. Interest-bearing loans and other borrowings (including

convertible bonds)/equity attributable to equity holders of the
Company X 100%

7. Interest-bearing loans and other borrowings (including
convertible bonds)/LBITDA
8. 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,
pledged time deposits and restricted cash.

Property, plant and equipment

Property, plant and equipment as at 30 June 2016 mainly
comprised plant and machinery, buildings and
construction in progress. The decrease in balance by
HK$48.4 million or 7.8% to HK$571.1 million (2015:
HK$619.5 million) was mainly due to the depreciation
charged for the period and fluctuation of exchange rates
on Renminbi, in which the property, plant and equipment
were denominated, against Hong Kong dollar, the
presentation currency of the Group’s financial statements.

Intangible asset

The intangible asset solely represents the unamortised
amount of the EOA from Yiwan secured by the Group in
May 2007.
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Management Discussion and Analysis

Inventories

The inventory turnover days decreased from 673 days in
2015 to 659 days in 2016. As at 30 June 2016,
inventories balance increased by HK$44.1 million, or
19.3%, to HK$272.5 million (2015: HK$228.4 million).
Increase in inventory balance was mainly contributed by
the finished goods pending for delivery upon confirmation
from new customers at the period end.

Trade and notes receivables

The debtor turnover days decreased from 68 days in
2015 to 43 days in 2016. As at 30 June 2016, trade and
notes receivables balance increased by HK$0.8 million, or
10.2%, to HK$8.0 million (2015: HK$7.2 million) mainly
due to increase in sales in the first half of 2016 compared
to the second half of 2015 and accumulation of long
outstanding receivables.

Prepayments and other receivables

As at 30 June 2016, prepayments and other receivables
balance increased by HK$60.7 million, or 28.2%, to
HK$276.0 million (2015: HK$215.3 million). The increase
was mainly due to resumption of production in March
2016 and hence increase of prepayment to other
suppliers and deposits.

Cash and cash equivalents, pledged time
deposits and restricted cash

The aggregate amount of cash and cash equivalents,
pledged time deposits and restricted cash decreased by
approximately HK$62.1 million, or 43.0%, to HK$82.3
million as at 30 June 2016 (2015: HK$144.4 million). The
decrease in the balance was mainly due to settlement of
notes payables.
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THEBHWES N

Trade and notes payables

The creditor turnover days decreased from 1,039 days in
2015 to 314 days in 2016. As at 30 June 2016, trade and
notes payables balance decreased by HK$222.7 million,
or 63.2%, to HK$129.9 million (2015: HK$352.6 million).
The decrease in trade and notes payables balance was
mainly due to settlement of note payables by pledged
time deposits. The trade payables are unsecured, interest-
free and are normally settled on terms of 60 to 180 days
while the notes payable are generally on terms of 90 to
180 days.

Convertible bonds

Decrease in the convertible bonds balance from
HK$117.5 million as at 31 December 2015 to HK$46.8
million as at 30 June 2016 was caused by the substantial
conversion of the convertible bonds during the period.

Bank and other borrowings
As at 30 June 2016, total bank and other borrowings
balance increased by HK$239.0 million, or 11.5%, to
HK$2,322.4 million (2015: HK$2,083.4 million). Increase
in the bank and other borrowings was mainly due to new
financing obtained by the Group.

Liquidity, going concern and capital resources
During the period ended 30 June 2016, the Group
incurred a loss of approximately HK$223.4 million and
had a net operating cash outflow of approximately
HK$275.6 million. As at 30 June 2016, the Group’s
current liabilities exceeded its current assets by
HK$2,912.0 million and total bank and other borrowings
amounting to HK$2,272.0 million were either overdue or
due for immediate repayment. The cash and cash
equivalents of the Group amounted to HK$67.1 million as
at 30 June 2016.
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Management Discussion and Analysis

However, a series of remedial measures to mitigate the
liquidity pressure were taken in 2016 to improve its
financial and liquidity position of the Group, details of
which are set out in the section “Board’s consideration —
Mitigation measures to going concern issue” of this report.
Please also refer to the details regarding uncertainties on
the going concern of the Group as stipulated in the
section headed “Going concern” in Note 2.1 to this report.

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 2016, the
advances from customers amounted to HK$209.7 million.

Foreign currency risk

The Group’s purchase and sales of iron and special steel
products are mainly denominated in Renminbi (“‘RMB”).
As at 30 June 2016, the bonds were denominated in
Hong Kong dollar (“HK$”) while bank and other
borrowings were mainly denominated in RMB, HK$ and
USD, and other assets and liabilities of the Group were
mainly denominated in RMB.

As at 30 June 2016, 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. However, the
Group will closely monitor the foreign currency risk and
consider using necessary financial instruments for hedging
purposes if they foresee the foreign currency risk is
significant.

Security

As at 30 June 2016, the Group had the following assets
being pledged: (1) time deposits of HK$3.2 million (2015:
HK$117.7 million) and certain parcels of the Group’s
leasehold lands situated in the PRC with aggregate
carrying amounts of HK$176.4 million (2015: HK$183.8
million) were secured for notes payables of HK$5.0 million
(2015: HK$234.6 million) and bank loans granted to the
Group of HK$680.1 million (2015: HK$342.3 million); and
(2) the EOA with Yiwan and a USD bank deposit of
HK$0.01 million (2015: HK$0.01 million) were secured for
the convertible bonds and senior bonds issued by the
Company.
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THEBHWES N

Capital commitment

As at 30 June 2016, the Group had capital commitments
in the amount of approximately HK$54.3 million (2015:
HK$54.5 million).

CONCLUSION AND PROSPECTS

The year of 2016 continues to be a challenging year full of
uncertainties for both the PRC steel market and the
Group. The over-supply situation had not fundamentally
improved amid the increasingly fierce competition
between similar products in the steel market although the
PRC government started to study the solutions for the
over-supply situation affecting the iron and steel market.
During the period, the steel price was persistently weak.
In addition, Export Ban which was implemented in early
2014 by the relevant governmental authorities of Indonesia
has continuously casted significant doubt on the Group’s
financial performance and cash flows in 2016.

Following the continuous development of the high
strength stainless structural special steel products by the
Group, the success of obtaining new orders from a new
customer for husbandry uses products in the first half of
2016, and the success of launching market strategies
which would generate higher margin and be less affected
by macro economic environment for household, electricity,
communications, photovoltaic and animal husbandry
uses, we foresee the Group will launch various new
products to the higher margin market in the near future.

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

In the longer term, we expect the PRC will continue its
modernisation and urbanisation that the demand of high
quality special 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 special steel products, the Group will
have a stronger competitive advantage in the industry as
well as the new market segments.
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Interim Condensed Consolidated Income Statement

PRIEBAES R R

For the six months ended 30 June 2016
BEZZ— X "FA=+THLEANEA

Six months ended 30 June
BEARA=THLAEA

2016 2015
—E-XE —ET—RHF
Notes HK$’000 HK$’'000
Fd ek FET FHT
(Unaudited) (Unaudited)
(REER) (RESEZ)
Revenue & 5 33,406 28,182
Cost of sales $HE AR (74,807) (27,219)
Gross (loss)/profit (F318)/EF (41,401) 963
Other gains, net H i & T 5 37,880 8,823
Selling and distribution costs e K D ER AN (2,600) (1,485)
Administrative expenses 1THFAX (59,522) (97,298)
Finance income & A 7 3,295 15,993
Finance costs BhE R A 7 (160,019) (133,027)
Other expenses HiAZ (579) (1,490)
Loss before tax BREBI AT 1R 6 (222,946) (207,521)
Income tax expense SRS 8 (444) -
Loss for the period HREE (223,390) (207,521)
Attributable to: BR:
Equity holders of the Company ~ ANAA#EzFA A (221,844) (207,260)
Non-controlling interests FEPE AR S (1,546) (261)
(223,390) (207,521)
Loss per share attributable RAFERBEA
to equity holders of EEESRER
the Company
— Basic (HK cents) — EARGBW) 10 (7.96) (7.57)
— Diluted (HK cents) — #5F OB 10 (7.96) (7.57)

The notes on pages 35 to 102 form an integral part of this
interim condensed consolidated financial information.
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Interim Condensed Consolidated Statement of Comprehensive Income

PHEHGES2ERER

For the six months ended 30 June 2016
BEZZT— X "FA=+HILEAEA

Six months ended 30 June
BEAA=THLAKEA

2016 2015
—E—REF —T—ARF
HK$’000 HK$'000
FET T
(Unaudited) (Unaudited)

REER) (RIEER)

Loss for the period HREE (223,390) (207,521)
Other comprehensive Hi2mukz (58)

income/(loss)
Items that may be subsequently AJRERAEEF S IEE

reclassified to profit or loss fémZ HE
Exchange differences on translation of 3EAMNE & REX T EE X

foreign operations ZE 10,756 (1,151)
Other comprehensive HAKRBEEMEE

income/(loss) for the period, Wz (fE58)

net of tax 10,756 (1,151)
Total comprehensive loss HRZEBEA

for the period (212,634) (208,672)
Attributable to: BR:

Equity holders of the Company AARERITEA (212,358) (208,408)

Non-controlling interests eI Rt S (276) (264)

(212,634) (208,672)

The notes on pages 35 to 102 form an integral part of this 835 = 102 A Mf it AAF B AL S
interim condensed consolidated financial information. W5 AR B
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Interim Condensed Consolidated Statement of Financial Position

R A AR & M B KR &

As At 30 June 2016
R-B—AEXA=TH
30 June 31 December
2016 2015
—E-RF —T—RF
ANA=+H +ZA=+—H
Notes HK$°000 HK$’000
HiaE FHET FHT
(Unaudited) (Audited)
RECEX) (&%)
ASSETS BE
Non-current assets FkRBEE
Property, plant and equipment %1% « &= M & 11 571,082 619,540
Prepaid land lease payments  F81F + i & 5518 172,356 178,753
Intangible asset B AE 12 2,384,543 2,384,543
Other non-current assets HAiIERBEE 1,365 1,324
3,129,346 3,184,160
Current assets RBEE
Inventories =8 13 272,549 228,370
Trade and notes receivables FEWEE R R e EYE 14 7,951 7,213
Prepayments, deposits and TEfSRIE - Re Rk
other receivables H b pE W kIR 15 276,049 215,305
Restricted cash ZREIF S 16 12,051 12,294
Pledged time deposits B E i FER 16 3,178 117,738
Cash and cash equivalents HERBEEED 16 67,054 14,337
638,832 595,257
Total assets BWEE 3,768,178 3,779,417
EQUITY =
Capital and reserves EATERBEA
attributable to equity BEEARR EE
holders of the Company
Share capital R& 7N 21 308,813 276,654
Reserves fE (206,144) (45,690)
102,669 230,964
Non-controlling interests R ER 6,406 6,682
Total equity BB 109,075 237,646
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Interim Condensed Consolidated Statement of Financial Position

AR A R & M AR &

As At 30 June 2016
RZE—ARFAA=+H

30 June 31 December
2016 2015
—E—XRF —E—hF
AA=+H +ZA=1+—H
Notes HK$°000 HK$'000
Pt FET FHT
(Unaudited) (Audited)
(REEZR) (e FE%)
LIABILITIES afE
Non-current liabilities ERBAE
Bank and other borrowings RITREMER 19 98,280 =
Other long term payables Hib RHAERFRIE 8,764 9,073
Deferred tax liabilities BIERIBEE 1,260 1,285
108,304 10,358
Current liabilities REBEE
Trade payables FERTBR TR 17 124,938 118,009
Notes payables S 17 4,987 234,624
Other payables and accruals — E i B~ 7R I8 [ &
TEfE 18 1,105,978 902,154
Bank and other borrowings RITREMES 19 2,224,148 2,083,431
Convertible bonds AR ES 20 46,775 117,525
Derivative financial instruments  $74 &g TE 20 8,682 41,769
Tax payable FERERIE 35,291 33,901
3,550,799 3,653,413
Total liabilities Has 3,659,103 3,541,771
Total equity and liabilities EERAEHE 3,768,178 3,779,417
Net current liabilities REBEBEFE (2,911,967) (2,936,156)

FEIBEI102 BT AAFHAGRALE
AT AR R ER S ©

The notes on pages 35 to 102 form an integral part of this
interim condensed consolidated financial information.
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Interim Condensed Consolidated Statement of Changes in Equity

PRIEAGRSHREER

For the six months ended 30 June 2016
BEZZ— X "FA=+THLEANEA

Attributable to equity holders of the Company

ARRARERAARE
Share Non-
Share Share  Contributed Capital  Statutory option  Exchange Accumulated controlling
capital premium surplus reserve reserves reserve reserve losses  Sub-total interests Total
Re  BRHEE KEBR EARR  RER MREEE  ERBE  RiES Mt FERER a5t
HK§1000 HK$'000 HK$000 HK$'000 HK$'000 HK$ 000 HK$'000 HK§1000 HK$000 HK$ 000
Tin AT T TR T TR AT TR TR Tin TR
(Unaudited) (RE%HE)
For the six months ended BE-R-AEAAZTR
30 June 2016 ABA
At1 January 2016 H-B-AE-F-R 216654 3,185,286 47514 115,807 89,774 37,158 469,065 (3,990,294 230,964 6,682 207,646
Loss for the period BAER - - - - - - -t s () (2830)
Other comprehiensive income Hrkh2 ke
for the period:
Exchange diferences on transiation of ~ $§SMERRERHER
foreign operations 28 - - - - - - 9,486 - 9,486 1210 10,756
Total comprehensive income/(loss) S 2Eh/ (5%)
for the period EL - - - - - - 9485 (21844 (212,359) (ere) (212634
Equiy-setted share-based NRESEZRBBERR
compensation expense - - - - - 113 - - 113 - 113
Conversion o convertble bonds BRTARRES 2,159 51,791 - - - - - - 83,050 - 83,950
Totaltransactions with owners RERALRAHE 2,159 51,791 - - - 113 - - 8408 - 8408
At30 June 2016 R=F-AEAAZHR 308813 32870717 47514 115,807 89,774 kit 478551 (4,212,138) 102,669 6,406 109,075
For the six months ended BE-2-3%RAZTA
30 June 2015 1E75fEA
At1 January 2015 R=%-5%-5-R 267854 3152210 47514 115,807 80,774 36471 443660 (2767378 1385912 8485 1304317
Lossforthe peod - - - - - - - oree) (o8 ors2)
Other comprehensiv loss for th period: SR E (2 EtE
Exchenge diferences onrensaon o~ ESMEERANEES
foreign operafons =8 = = = = & = (1148 = (1:148) &) (1.151)
Total comprehensive loss BR2EERAH
forthe period = = = = = = (1148 Q07260 (08408 084 0867
Equit-settied share-based WREEHZRABERR
compensaion expense - - - - - 366 - - 366 = 366
‘Conversion of convertile bonds BRTARES 8,800 33,076 = = = = = = 41,876 = 41876
Totaltransactions with owners RERACRAHE 8800 33,076 - - - 36 - - LW - LW
At30 June 2015 H-%-ZERAZTR 6654 3,185,286 4514 15807 89774 e 2512 07463 1219746 8201 1207947

The notes on pages 35 to 102 form an integral part of this 28535 = 102 A M3t A A GG A
interim condensed consolidated financial information. BB AR BRI ©
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Interim Condensed Consolidated Statement of Cash Flows

PRIERGESRKRER

For the six months ended 30 June 2016
BEZZT— X "FA=+HILEAEA

Six months ended 30 June
BEAA=THLAKEA

2016 2015
e =
HK$'000 HK$'000
FET FAT
Cash flows from operating RETE2EERE
activities
Cash used in operations KEEBMAZERS (275,370) (602,401)
Income tax paid B ATEE (205) (360)
Net cash flows used in KEEBFTAZIRES
operating activities mE (275,575) (602,761)
Cash flows from investing activities REZFH2HERE
Interest received B WALE 3,295 14,426
Proceeds from disposal of property, HEME  BEERE
plant and equipment Fr5 538 - 23,980
Purchase of property, BEWMZE - BEREE
plant and equipment (496) -
Decrease in pledged time deposits B8 E 2B R0R 114,009 724,955
Net cash flows generated from BREETHEEZHS
investing activities mEFE 116,808 763,361
Cash flows from financing activities BEZEIZRERE
Addition of bank and other borrowings ~ #1877 & H £ & 772,147 283,441
Repayment of bank and HERITRAMBEE
other borrowings (524,614) (818,283)
Interest paid BEAFE (34,489) (99,008)
Net cash flows generated from MEEHEL(FTA)
/(used in) financing activities ZHReREFHE 213,044 (1383,850)
Net increase in cash and ReRASEENZ
cash equivalents boohiipezd-c] 54,277 26,750
Cash and cash equivalents at FUzBEERBESE
beginning of year Y 14,337 11,520
Effect of foreign exchange rate EHEEHTE
changes, net (1,560) 18
Cash and cash equivalents at HARZRERBREE
end of period EY 67,054 38,288
Analysis of balances of cash and BERREZEY
cash equivalents RO AT
Cash and bank balances (Note 16) & RIRTTEEE
(KizE16) 67,054 38,288

The notes on pages 35 to 102 form an integral part of this 2535 % 102 B M i+ AP B H LS
interim condensed consolidated financial information. IS AR BRI ©
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o 1 i B R & BA 355 59 L B

GENERAL INFORMATION

Nickel Resources International Holdings Company
Limited (formerly known as “China Nickel
Resources Holdings Company Limited”) (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.

Effective on 18 January 2016, the Company’s
English name was changed from China Nickel
Resources Holdings Company Limited to Nickel
Resources International Holdings Company Limited
following a special resolution passed by the
Company’s shareholders at the Extraordinary
General Meeting (“EGM”) and a Certificate of
Incorporation on Change of Name of the Company
was issued by the Registrar of Companies in the
Cayman Islands on 18 January 2016.

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”).

—RER

$25 R BUBR 2 AR A IR A &) (AT T8
[RPREERERBR AR
(IERR2RED)  RZTTWE=
A+—HBIRERSHESRAE
FRBE(—NAN—FE=9%
Bl - 47 e RIER]) EREHE
T REREBERAF -
AN &) 7%l 3 =5 B2 A2 7 Cricket
Square, Hutchins Drive, P.O.
Box 2681 * Grand Cayman,
KY1-1111 » Cayman Islands °
RAEREMB AT (FHE [
EEDHEZLEEMBRF
EANRAMB(THEDAEA
BN T £ 7K [ /K B8 24 557 B &=
% e BFETHR( B K
450012) ° AR R EE & EM B
iz X3 7 T 7 18 H 168-200 5%
B .LBERAE 3501 = °

BE-E—ARF—-At+/A\RB"
il o NN N 8 S
Ae((REFIAE]) @B
BW—EFRRARR  AQA
By 2 XX % T & [China Nickel
Resources Holdings Company
Limited] ¥ 2 % [Nickel
Resources International Holdings
Company Limited | * B 5 £ &
ERAEMEER-ZT—REF
— AT\ BEEARR R E
LB MERAE -

RRARZEBREHB/REER
REARS AEEEERF
Bt =MEsmEEMBEER
BOEZER - ARANBH
REBHAXIMAERRAA
(M2 P 1) EAR E7 -
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GENERAL INFORMATION (continued)
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 2016
is unaudited and has been reviewed by the audit
committee of the Company. This interim
condensed consolidated financial information is
presented in Hong Kong dollar (“HK$”), unless
otherwise stated, and has been approved for issue
by the Board of Directors on 29 August 2016.

BASIS OF PREPARATION

This interim condensed consolidated financial
information for the six months ended 30 June 2016
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 2015, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRS”).
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1

—RER ()
BRERARAER(EFD2E
B REBRLESEMAL
WHRATEFEEBLEE(E
% & |) &2 & % B ZEasyman
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Notes to Interim Condensed Consolidated Financial Information

o 1 i B R & BA 355 59 L B

2 BASIS OF PREPARATION (continued)

2.1

Interim Report 2016

Going concern

In preparing this interim condensed
consolidated financial information for the six
months ended 30 June 2016, the Directors
have considered the future liquidity of the
Group.

During the six months ended 30 June 2016,
the Group incurred a loss of approximately
HK$223,390,000 and had a net operating
cash outflow of approximately
HK$275,575,000 due to the persisting weak
steel market. As at 30 June 2016, the Group
had net current liabilities of HK$2,911,967,000
and the Group’s total borrowings amounted
to HK$2,374,190,000, which comprised bank
and other borrowings, convertible bonds and
notes payables of HK$2,322,428,000,
HK$46,775,000 and HK$4,987,000,
respectively as at 30 June 2016. Cash and
cash equivalents of the Group amounted to
HK$67,054,000 as at 30 June 2016.

2 REREEE)

2.1

FREE
EFEmRRBE_T
—RERA=THIER
BRAZARFHBAGZE
BBEERK  EZRA
SEARRRHE D HMN
Wi e

BT —XNENA
=+B81EANEA R
MEMBRHERE - A
ESEH B BEY
223,390,000/ * A
MRS REFEY
275,575,000/8 ¢ °c R =
T—R"E~A=+H"
AEBRREAEFHE
742,911,967,00078 T
A K BEREERR
2,374,190,0007% JT °
FEER-ZZ—XNEN
A=+ 8 % 3l &
2,322,428,000% JT
46,775,000 T K&
4,987,000 T Z $R1T &%
HmEE oTRBRESH
MENERE - AEER
—E—R"F~A=+H
ZHEERBEEEDR
67,054,000/8 T °

Bk
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2 BASIS OF PREPARATION (continued)

2.1  Going concern (continued)

As at 30 June 2016, the Group’s borrowings
to the extent of HK$2,271,976,000 were
either overdue or due for immediate
repayment despite the original contractual
repayment dates of some of these
borrowings are beyond twelve months after
30 June 2016. This is mainly because:

(i) on 19 December 2014, the Group
failed to make interest payment
totaling 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”), details of which are
disclosed in Notes 19 and 20. This
constituted an event of default under
the respective terms of the Bonds.
Up to 30 June 2016, the Group failed
to pay interest payment of the Bonds
in aggregate of HK$118,810,000. As
a result, the outstanding principal
amounts of the Bonds totaling
HK$466,165,000 became
immediately due and payable, out of
which the 12% Coupon Senior Bonds
and 8% Coupon Convertible Bonds
of HK$390,990,000 (31 December
2015: HK$390,990,000) and
HK$46,775,000 (31 December 2015:
HK$117,525,000), respectively with
original contractual repayment date in
2018 have been reclassified as
current liabilities as at 30 June 2016;
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Notes to Interim Condensed Consolidated Financial Information

o 1 i B R & BA 355 59 L B

2  BASIS OF PREPARATION (continued) 2 iREEXEE)

2.1  Going concern (continued) 21 HELE (]
(ii) as at 30 June 2016, certain other loans, (ii) RZTE—REFERX
other borrowings and notes payables A=+H8 &8
to the extent of HK$681,803,000, o il p=]
HK$310,271,000 and HK$1,053,000, 681,803,000 /8
respectively (totalling HK$993,127 ,000) JT ~ 310,271,000
had become overdue; 7 7t % 1,053,000

B Tl & %
998,127,000 %
THETHME
HHEER
NS =R

(i)~ amounts due to related parties of (i) & 1~ B 3 5 FIE

HK$92,717,000 were on repayable 92,717,000/% JT
on demand terms; AR ERMEE
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2

40

BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

()

the Group has obtained a 3-year
syndicated loan of approximately
RMB498 million (equivalent to
HK$582,769,000) in January 2016
from a syndicate of banks in the
PRC (i) to replace certain outstanding
bank loans and notes payable of the
Group as at 31 December 2015 to
the extent of RMB268,620,000 and
RMB79,737,000, respectively with
the syndicated loan of the same
amount; and (i) to provide additional
loan facilities to the Group as
working capital for an amount of
RMB150,000,000 (the “New
Facilities”) for a 3-year term. The
New Facilities have been fully drawn
down during the six months ended
30 June 2016. The syndicated loan
is secured by certain property, plant
and equipment and prepaid land
lease payments of certain
subsidiaries of the Group. However,
the Group failed to fulfil certain
undertakings and restrictive
covenant requirements under these
syndicated loan facilities upon
signing the syndicated loan
agreement. As a result, the
outstanding amount of the 3-year
syndicated loan of HK$582,769,000
became immediately due and
payable as at 30 June 2016; and

RERRRZERAR AR

2

fm BB ()
FESE ()

21

(v)

R-ZE—RNEFE—
A A&EEA
B — iR B S
—EBAEH=FK
REERNDAR
#4908 H & 7t (18
& 14 582,769,000
A ITT) ()1 T A
EHEMWREER
BRRAEER=
TZ—HF+=A
=t—HETH
KEEMRTE
R R
SEIRBAR
# 268,620,000 7T
X AN R ¥
79,737,000 7T
R ii) 7 A & B 12
HEIINERBE
EAREEBEES
LEABARE
150,000,000 T
(TEhEmE D) -
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ZE—RFRA
=+ B8 1k~ @
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

W)

Interim Report 2016

in addition, the Group has obtained
an unsecured 3-year loan facility
from a PRC bank for an amount of
RMB360 million (the “Unsecured
Loan Facility”) in June 2016. As at
30 June 2016, approximately
RMB117,263,000 (equivalent to
HK$137,198,000) of the Unsecured
Loan Facility has been drawn down,
which was used to replace part of
the loans in relation to the proposed
disposal of a 30% equity interest in
S.E.A. Mineral Limited (“SEAM”), a
wholly-owned subsidiary of the
Group, as detailed below. However,
the Group failed to fulfil certain
undertakings and restrictive
covenant requirements under this
Unsecured Loan Facility upon
signing the loan agreement. As a
result, the outstanding amount of
this loan of HK$137,198,000
became immediately due and
payable as at 30 June 2016.
Subsequent to the reporting period
and up to the approval of the interim
condensed consolidated financial
information, an additional amount of
RMB139,273,000 (equivalent to
HK$162,950,000) has been drawn
down from the Unsecured Loan
Facility.

2 HmREEHE)
21 FEEE ()

)

AN AEBE
RZTE—RNERX
ABHE R
MEEER=F
HERBRE &
A ARB360
ER-VridE $:i%i
EXmED R
ZE—XEFEXA
=+H'HAR
# 117,263,000 7T
( 8 8 R
137,198,000
TL) BB E R
MEDLCHA -
R LAEUR B B #R
HEAEEZE
M8 A Al F R
¥BRAA(E
7 TE 2 1) 30% %
AEZNBHE
ROFMMT) o
Am o AEBER
EiERBEE
RELEIT % B
HERBEET
HE TAERR
il 1 22 % AT
Bt REEHD
BE R & =
137,198,000/ 7T
RZZE—RNEX
A=+ B8BEmK
BEHEMS B
REPEERE
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B E R &R
H - BEaEER
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139,273,000 7T
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2  BASIS OF PREPARATION (continued) 2 IREEXEE)
2.1 Going concern (continued) 21 HEKE (&)

Together with the relevant accrued interest
of the abovementioned borrowings to the
extent of HK$516,289,000 as at 30 June
2016 included in other payables and
accruals, the aggregate borrowings and
interest thereon that were either overdue or
due for immediate repayment amounted to
HK$2,788,265,000 as at 30 June 2016.

In addition, the Company and a subsidiary
are parties to various legal claims as
detailed in the Note 24.

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.
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2 BASIS OF PREPARATION (continued)

2.1

Interim Report 2016

Going concern (continued)

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

(1) On 5 March 2016, the Company and
a potential investor (the “Potential
Investor” or “Subscriber”) entered into
a share subscription agreement to
subscribe for a total of 1,465,898,410
new ordinary shares of the Company
at a subscription price of HK$0.1876
per share (the “Subscription Shares”),
with proposed gross proceeds
totalling approximately HK$275
million (the “Subscription”), subject to
certain conditions precedent which,
among others, include the following:

° approval from the Company’s
shareholders, or independent
shareholders when appropriate,
for (i) allotment and issuance of
the Subscription Shares; (i) a
Whitewash Waiver; and (i) a
Special Deal (as defined
hereunder), at the extraordinary
general meeting of the
Company (‘EGM”);
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BASIS OF PREPARATION (continued)

Going concern (continued)
(1) (continued)

o a Whitewash Waiver being
granted by The Securities and
Futures Commission of Hong
Kong (“SFC”) in respect of
any obligation of the
Subscriber and parties acting
in concert with it to make a
mandatory general offer in
cash for all the issued shares
and other relevant securities
of the Company not already
owned (or agreed to be
acquired) by the Subscriber
and parties acting in concert
with it which might otherwise
arise as a result of the

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

(1)

Interim Report 2016

the consent from the SFC for
repayment to any creditor
who is a shareholder of the
Company using the proceeds
from the Subscription under a
proposed debt restructuring
as mentioned below (the
“Special Deal”);

approval of resumption of
trading of the Company’s
shares, and listing of the
Subscription Shares from the
Stock Exchange; and

2 REREEE)
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2

46

BASIS OF PREPARATION (continued)

2.1

Going concern (continued)
(1) (continued)

o completion of a debt
restructuring by the Company
by way of the “Schemes”
(Note) (the “Debt Restructuring

The debt

restructuring refers to a plan

for restructuring of the
indebtedness of the Company
which involves, among other
things: (i) the reduction and
cancellation of the
outstanding principal amount

of the Bonds by at least 80%;

(ii) the reduction and

cancellation of all the

outstanding accrued interests
of the Bonds; (i) the release
and discharge of all security
collateral provided in relation
to the 12% Coupon Senior

Bonds and the 8% Coupon

Convertible Bonds; and (iv)

the reduction and cancellation

of all other indebtedness and
contingent liabilities of the

Company as referred to in the

Debt Restructuring Proposal,

Proposal”).

by at least 80%.

RERRRZERAR AR

2

fm BB ()
FESE (R

21

(1)

(#8)
. KR A E
@[ EEl
(P 3E) 52
BB % &
AT & B
R =
& D &
% EMEE
VNS N: )
mREMA
B
H

(i) Bl B =
HEHF M
KEEAE
LEED
80% : (ii)
Hl R & =
i & Fr
BREER
FEETRIE
(iii) 8% B R
% B 3
12% % |
BEEER
% 8% ZE
M| E A #
% & % 12
#“EmA
v
Ko (v) Bl R
KoE &
% EEE
ERz i}
AN A AP
B Hfh &
1B R A
aEED

80% °

— T R



il

Notes to Interim Condensed Consolidated Financial Information

o 1 i B R & BA 355 59 L B

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

(1)

Interim Report 2016

(continued)

In respect of the above, the
Company appointed a financial
advisor and debt restructuring
scheme advisor to facilitate the
Subscription and Debt Restructuring
Proposal.

At the meetings of the holders of the
12% Coupon Senior Bonds and the
8% Coupon Convertible Bonds held
on 21 June 2016 and 6 July 2016,
respectively, separate extraordinary
resolutions (“Extraordinary
Resolutions”) were passed and
resolved, among others, to approve
the Debt Restructuring Proposal, not
to enforce any security of the Bonds
until approval of the Schemes and
release the security as required
under the Schemes following the
Schemes becoming effective, vote
the entire principal amount in favour
of the Schemes at the meetings of
the Schemes, waive any event of
default or potential event of default
which might or has occurred and not
to demand repayment of any amount
due under the Bonds.

Following the pass and effectiveness
of the Extraordinary Resolutions by 6
July 2016, the Company is preparing
the necessary documents to submit
to the courts for the relevant
creditors’ approval and court
sanction for the Cayman Scheme
and the Hong Kong Scheme under
the Debt Restructuring Proposal.
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48

BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

)

(continued)

The Company is also actively
negotiating with other creditors of
the Company for the execution of
the Debt Restructuring Proposal.

Note: The proposed scheme of
arrangement pursuant to Section 86
of the Companies Law (2007
Revision) of the Cayman Islands
between the Company and the
creditors under such scheme (the
“Cayman Scheme”) and the
proposed scheme of arrangement of
pursuant to Sections 670, 673 and
674 of the Companies Ordinance
(Chapter 622 of the Laws of Hong
Kong) between the Company and
the creditors under such scheme (the
“Hong Kong Scheme”), collectively
are referred to as the “Schemes”.

In relation to the syndicated bank
loan and the bank loan under the
Unsecured Loan Facility to the extent
of HK$582,769,000 and
HK$137,198,000, respectively, the
Group is actively negotiating with the
respective banks for the waiver of
the breach of the undertaking and
restrictive covenant requirements.

In relation to the notes payables of
HK$1,053,000, the Group is actively
negotiating with the bank for any
possible refinancing arrangements.
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

)

Interim Report 2016

On 21 January 2013, the Group
entered into a non-binding
framework agreement with Beijing
Wincapital Management Co., Ltd.
(“Beijing Wincapital”) in relation to the
disposal of a 30% equity interest in
SEAM, a wholly-owned subsidiary of
the Group. The aggregate disposal
consideration is expected to be
approximately US$150 million
(approximately HK$1,170 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.
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 initially
arranged certain loan finance to the
Group in the aggregate amount of
RMB700 million (“Financing Loans”).
The Financing Loans can be settled
by offsetting against the disposal
consideration should the proposed
disposal be completed.
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BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

@

(continued)

During the six months ended 30
June 2016, the Group replaced part
of the Financing Loans to the extent
of approximately RMB117 million by
utilising the Unsecured Loan Facility
of the same amount.

As at 30 June 2016, the outstanding
Financing Loans amounted to
approximately RMB583 million
(equivalent to approximately HK$682
million), all of these Financing Loans
were overdue for repayments. Up to
the date of approval of the interim
condensed consolidated financial
information, 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 extend the repayments of
these loans to facilitate the
completion of the proposed disposal.
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 borrowings against the
disposal consideration.
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

©)

Interim Report 2016

Apart from the borrowings
mentioned in (1) to (4) above, the
Group had other borrowings from
certain related parties of the Group,
related parties of the Potential
Investor and other third parties of
HK$92,717,000, HK$244,425,000
and HK$65,846,000, respectively
that were either overdue or due for
immediate repayment as at 30 June
2016. The Group has been actively
negotiating with the lenders for the
renewal and extension of the
repayment dates of these
borrowings, of which an extension of
the repayments of the borrowings
from related parties of the Potential
Investor for a term of 2 years is
currently under discussion.

The Group is also negotiating with
various financial institutions and
identifying various options for
financing the Group’s working capital
and commitments in the foreseeable
future, including identification of
potential investors to invest in various
projects undertaken by the Group.
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BASIS OF PREPARATION (continued)
Going concern (continued)

2.1

7

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.
During the six months ended 30
June 2016, the Group received
certain new sales orders of its
stainless steel products from several
independent third party customers.
Management believes that the Group
will be able to record a significant
increase in sales in the coming
twelve months after the reporting
period.

The Group has engaged legal
advisors to handle all claims and
disputes as detailed in Note 24. 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 those outstanding
claims and disputes with no
significant cash outflows in the next
twelve months.

RERBEBRERERA

2

ImBLEXE (4F)
21 HBEKE(E)
7 AEBEHHER

HEENE B
EMRBEEFE
& I NS T
PR DEE:
HHERERS
REFEF AR
ﬁmﬁﬁémﬁ
REEER A
Eﬁz ERERER

&i

/\

iTﬂH $
& E KRB B R E
YE=ZHEFE
73 5 8 22 fm 1
T ER
B &8 E M
AR E AR
¥R E R R
KA @A %1E
HEARER -

M

+

oiF 18

AEEEERBA
122 R ) R 3 Y 5t
24T PR A
BREAH R
i 47N R H 7 B
FAMBEEND
Bz EEDN
ERZEEER
BEEERNE
R Bl 2%
R EEASRE
RORFFRBARRE
A AR KRR
t—EARTE
ERERNES
T e

—ERRNFhH®mE

[ ——



il

Notes to Interim Condensed Consolidated Financial Information

o 1 i B R & BA 355 59 L B

2 BASIS OF PREPARATION (continued)

2.1

2.2

Interim Report 2016

Going concern (continued)

The Directors have reviewed the Group’s
cash flow projections prepared by
management that covered a period of not
less than twelve months from the end of the
reporting period and considered 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, and
therefore 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
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
2015.

2 REREEE)

2.1

2.2

FREE (R)
EXCEHNAREEER
HNAEERERER
Al EOREN R A ®
EHREF IR+
A - ZEE Latsta
RiE - NREBEBER
RHMEEESRNAR
SHREFRE T =@
ARNEEMBENES N
RETEBNMB A
Fo Bl BEFBERLE
EEFRUTHBAZS
MISERZRER

BrtBE

B h HA RS BA 4R 4 BT 75
BHEREREELY
e BERERRR
EEERABE WAR
B S R BB A I BT -
AAREBR BERERRK
BRIRNERBEET - RE
NEHEAMBEER
B HEEEUASE
EEBERMERRE
BN TE UK B il BT 2R
TR PR M) B 2 4
HE=-T—AF+=A
=t+—BLEENEE
BRI R PTIRAE AR o

Nickel Resources International Holdings Company Limited 53

il



Notes to Interim Condensed Consolidated Financial Information

R B iR & B 5 R LB o

2

54

BASIS OF PREPARATION (continued)

2.2

Accounting policies (continued)

The accounting policies used in the
preparation of the condensed consolidated
financial information are consistent with
those used in the annual financial
statements for the year ended 31 December
2015, except as mentioned below.

(a) Effect of adopting new standards
and amendments to existing
standards
The following new standards and
amendments to standards are
mandatory for accounting periods
beginning on or after 1 January
2016. The adoption of these new
standards and amendments to
standards does not have any
significant impact to the results and
financial position of the Group.

IFRSs (amendment) Annual Improvements 2012-2014

cycle

IAS 1 (amendment) Disclosure Initiative

IAS 16 and IAS 38 Clarification of Acceptable Methods of

(amendment) Depreciation and Amortisation
IAS 16 and 41 Agriculture: Bearer Plants
(amendment)

IAS 27 (amendment)  Equity Method in Separate Financial

Statements

IAS 28, IFRS 10 and  Investment Entities: Applying the
IFRS 12 (amendment)  Consolidation Exception

IFRS 14

IFRS 11 (amendment)  Accounting for Acquisitions of

Interests in Joint Operations
Regulatory Deferred Accounts
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2 BASIS OF PREPARATION (continued) 2
2.2 Accounting policies (continued)
(b)  New standards and amendments
to standards that have been
issued but are not effective

IAS 7 (amendment) Statement of Cash Flows!"
IAS 12 (amendment)  Income Taxes'")
IAS 28 and IFRS 10 Sale or Contribution of Assets

(amendment) between an Investor and its
Associate or Joint Venture®

IFRS 9 Financial Instruments®

IFRS 15 Revenue from Contracts with
Customers®?

IFRS 16 Leases®

U Effective for the Group for annual
period beginning on 1 January 2017

@ Effective for the Group for annual
period beginning on 1 January 2018

@ Effective for the Group for annual
period beginning on 1 January 2019

@ Effective date to be determined

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.
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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, foreign currency risk and liquidity risk. There
have been no changes in the risk management
policies since 31 December 2015.

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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5  REVENUE AND OTHER GAINS, NET 5 WaRkHMBFFE
Revenue represents the net invoiced value of W EE M2 B EFHE (K
goods sold, net of value-added tax. MERIGETR)

Six months ended 30 June
BEANA=1tHLEAEA

2016 2015
ZB-REF —E—RF
HK$’000 HK$'000
FTHET FHAT
Revenue Wz
Sale of goods: HE -
Stainless steel base materials T IMER 4,066 4,198
Ni-Cr alloy steel ingots SRR G DM SE 11,311 8,718
Ferro-nickel alloys and others 25 REAM 18,029 15,266
Total revenue eyt 33,406 28,182
Other gains, net HibBFFER
Change in fair value of derivative T4 £ T A AR EE
financial instruments 554 19,887 (3,596)
Foreign exchange (loss)/gain, net JEX, (E18) & H %38 (2,416) 2,743
(Loss)/gain on disposal of PEME - BE &
property, plant and equipment 42 (E518), & F (444) 8,975
Reversal of impairment loss on 1% ~ BiE M RiEZ
property, plant and equipment DERIEYEi=E 4T 15,627 -
Write off of trade payables 58 FE AT AR 5K 3,848 -
Others Efth 1,378 701
Total other gains, net REAM AT 37,880 8,823
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6 LOSS BEFORE TAX 6
The Group’s loss before tax is arrived at after
charging:

BRBLAI &R

AER B 2 BR B A B 1R T A 0 BR
THIEB &S

Six months ended 30 June
BEXA=tHLAEA

2016 2015
—E—REF —T—REF
HK$’000 HK$'000
FHET FHAT
Staff costs (including Directors’ B TR A (BIEEE
remuneration): B <)
Salaries e 25,222 22,419
Retirement benefit scheme RINEFFEIHRR
contributions and other costs Efthpk A 570 252
Equity-settled share-based LARRHE A5 E 2 BR 15
compensation expense mEMX 113 366
Total staff costs BB TR 25,905 23,037
Cost of inventories sold EEFERAR 74,807 27,219
Research expenses e - 492
Depreciation (Note 11) #rEe (st 11) 42,996 57,088
Amortisation of prepaid land lease &1 +#178 & 5118
payment 3 2,129 2,024
Minimum lease payments under BRIEF N 22
operating leases in respect of KEAE 2 &K
buildings and equipment FHERK 4,396 4,046
58 RERBEEERAR AR ZE—RFREmE
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FINANCE COSTS, NET

7

B AR

Six months ended 30 June
BZEANA=THLEAER

2016 2015
—E—XE —ET—RF
HK$’000 HK$'000
FET FAT
Finance income MEWRA
Interest income on time deposits & #7731 S U A 3,295 15,993
Finance costs [Zi5- 2%
Interest on bank loans and RITREMEEF S
other borrowings (154,340) (127,505)
Interest on convertible bonds AR ESFIE (5,679) (5,522)
Total interest expense BRI B (160,019) (133,027)
Finance costs, net BhE K AN F R (156,724) (117,034)

INCOME TAX

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% (2015: 16.5%) based on
existing legislation. The applicable income tax rate
of subsidiaries of the Group incorporated in
Singapore was 17% (2015: 17%). The subsidiaries
of the Group incorporated in Indonesia were
subject to a single income tax rate of 25% (2015:
25%).
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60

INCOME TAX (continued) 8
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 2016 (2015: 25%).

5%t (48)
BHRECEMBRE  A&H
MFEMNBARIEE=S—~
EXA=ZTALERNEAAZEA
FIEMMEAB25% (=T —H
F:25%) °

Six months ended 30 June
BEAA=THLAKEA

2016 2015

—E-RF —E-RF

HK$’000 HK$'000

FRET FAT
Current income tax BNERFTIS &L
— Singapore — AN

— Under-provision in — BAFEREEG
prior years ' 444 -
Income tax charge FriSTi & A 444 -
DIVIDENDS 9 KR

The Directors do not recommend the payment of
an interim dividend for the year ending 31
December 2016 (2015: Nil).

LOSS PER SHARE 10
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 2,786,889,848 (2015:
2,736,214,231) in issue during the period.
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LOSS PER SHARE (continued) 10

Diluted

The calculation of diluted loss per share for the six
months ended 30 June 2016 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
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 2016
because the impact of dilution of the convertible
bonds and share options is anti-dilutive.

PROPERTY, PLANT AND EQUIPMENT 11

BREE (&)

#E
BE_T—RFAA=tAHL
NER 2 B REEE R TVRE
RRBERF A ARG EIES
B WAE T ARBR A
BHITET AR RBERER
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ZEBBEMEFHREAHA
B 31T 5 B N 15 A 8
(RFEEREREBIRMER
E)  URBRNAEEEEE
ERRRATERERSER
REREET A ETZEBR
pillle B2l

BE_Z-RFAA=T+HL
ANEH - BRI RES R B
s BETEBREE &
BREEBRENERELRS

Be
M BERRE

Six months ended 30 June

BEAA=THLEXEA

2016 2015

—E—RF —T—RF

HK$’000 HK$'000

FHET FHTT

As at 1 January ®n—A—H 619,540 1,178,003

Additions NE 496 2,149

Disposals HE (1,966) (2,360)

Depreciation charge for the period Hi R4 & A (42,996) (57,088)
Reversal of impairment loss on mE - MEKREREZ

property, plant and equipment  JR{EEEE D 15,627 -

Foreign exchange realignment SN & =45 (19,619) 436

As at 30 June RARNA=+H 571,082 1,121,140
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12 INTANGIBLE ASSET 12 HEREE

Six months ended 30 June
BEAA=THLAEA

2016 2015
—E-XRE —T—ARF
HK$’000 HK$'000
FERT FHT
Exclusive offtake right BRERBEE
As at 1 January and 30 June R—A—BK
~A=+H 2,384,543 2,384,543
13 INVENTORIES 13 #FE&
30 June 31 December
2016 2015
—E-REF —T—RF
AA=+H +ZA=+—H
HK$’000 HK$'000
FET FHT
Raw materials Bt 105,617 130,457
Work in progress R G 7,858 1,984
Finished goods B 316,082 257,207
Spare parts and consumables &N SR 15,637 14,815
445,194 404,463
Less: Provision for impairment & : Ja{E BB EE
losses (172,645) (176,093)
272,549 228,370
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14 TRADE AND NOTES RECEIVABLES 14 BEUERRRERZE

30 June 31 December

2016 2015

—E—XRE —ET—hF

ANA=+H +ZA=+—H

Notes HK$°000 HK$'000

MiaE FET FHIT

Trade receivables JFEUER TR @ 33,954 33,833
Notes receivables e Z i (b) 211 334
34,165 34,167

Less: provision for W ORERIERE

impairment losses (26,214) (26,954)

7,951 7,213

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.
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14 TRADE AND NOTES RECEIVABLES
(continued)
(@) Trade receivables
An ageing analysis of trade receivables at
the end of the reporting period, based on
the invoice date, is as follows:

14

FE W BR R e IR R 4% (4]

(a) FEWERRX
RBEHR BREE
HrtE 2 BURERR 2R
BT

30 June 31 December

2016 2015

ZE-XRF —ZT—hF

ANA=+H +=ZA=+—H

HK$’000 HK$’000

FTHT FHTT

Within 90 days Q0 HA 2,897 1,966

91 to 180 days 91%180H 28 -

181 to 365 days 1812365 H 5 4,913

Over 1 year BiE—F 31,024 26,954

33,954 33,833

(b) Notes receivables (b) ERER

At the end of the reporting period, the RIBEHAR AEEE

maturity period of the Group’s notes W= 2 [Em BT

receivables is as follows:

30 June 31 December

2016 2015

—E-RF —ET—RF

~A=tHB +=A=+—H

HK$’000 HK$’000

FET FAT

Within 90 days 90HA 211 215
91 to 180 days 912180 H - 119
211 334
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15 PREPAYMENTS, DEPOSITS AND 15 FEMNRIE ZERHEME
OTHER RECEIVABLES YW skE
30 June 31 December
2016 2015
ZEB-RF —ZE—hF
ANA=+B +=ZA=+—H
HK$’000 HK$'000
FHT FHIT
Prepayments to PT. Yiwan F& 1+ PT. Yiwan Mining
Mining (“Yiwan”) (MYiwan|) 2 518 137,040 137,251
Prepayments to other suppliers  F&1s E fib {4 fE >
B/ Q=] 51,986 5,983
Other prepayments H AT FE 2,280 2,393
Deposits and other receivables 14 & H fth g U 7k 1B 23,653 7,960
Value-added tax recoverable A Y O] 12 (E F 57,020 57,556
Current portion of prepaid land ~ ¥&1f + A &7k 18 2
lease payments BERER 4,070 4,162
276,049 215,305
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16 CASH AND CASH EQUIVALENTS AND 16
PLEDGED TIME DEPOSITS

ReRASEEYHREE
HERER

30 June 31 December

2016 2015
—E-RE —T—ARF
NA=+H +=-—A=+—H
HK$’000 HK$'000
FTHT FHTT
Cash and bank balances B RIRTTAE R 67,054 14,337
Time deposits TEBATF 3K 3,178 117,738
Restricted cash (note) ZREIR S (FeE) 12,051 12,294
82,283 144,369
Less: Pledged time deposits for & : AR1TERZE
bank borrowings AR E BRI 70
(Note 19(e)) (F3E19(e)) - (39,270)
Pledged time deposits for REVSIRITANR
issuing bank ZRZBHER
acceptance notes EHFER
(Note 17(b)) (MiEE17(0)) (3,165) (78,455)
Pledged time deposits for REBEESR
senior bonds and AR E
convertible bonds ZBEA
EHEFER (13) (13)
Restricted cash (note) ZRRHEE
(FftzE) (12,051) (12,294)
Cash and cash equivalents Re RBACEEY 67,054 14,337

Note:  As at 30 June 2016, bank balances of HK$12,051,000
(81 December 2015: HK$12,294,000) have been
placed in a bank in lieu of certain leasehold land of the
Group being seized by certain creditors in relation to
claims for outstanding payables of the Group to the
extent of HK$12,125,000, which will be utilised as
settlement proceeds if required.

66 BRERERZERERAF

M : R=ZT—XEANA=+H " $£17
# #:12,051,000 T( = T
—AfF+=-_A=+—8:
12,294,000 7T ) B 77 iR —
BRTT - UERRAEE B E T
[E I JEESEPTANEN
812,125,000 7T 2 B R M4
ArzETHREL L MAKE
BRI BRAT 1S58 ©
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TRADE AND NOTES PAYABLES 17 ENERRARESESE
30 June 31 December
2016 2015
—E-RE —T—FF
ANA=+H +ZA=+—H
Notes HK$’000 HK$’'000
MiaE FET FHIT
Trade payables FEITER K (@) 124,938 118,009
Notes payables ErZE (b) 4,987 234,624
129,925 352,633

(a)

Trade payables

An ageing analysis of the trade payables at

(@) FEEFER
REMEHKR REEA

the end of the reporting period, based on Mt E 2 ERERRZEK
the invoice date, is as follows: BRAMIT

30 June 31 December
2016 2015
—E-REF —T—RF
RA=tH +=ZA=+—H
HK$’000 HK$'000
FExT FAT
Within 90 days 90 HA 26,905 8,646
91 to 180 days 91180 H 357 1,836
181 to 365 days 181 £ 365 H 914 6,134
1 to 2 years 1224 22,266 24,654
2to 3 years 2F3F 12,174 45,441
Over 3 years HBE3F 62,322 31,298
124,938 118,009

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.

Interim Report 2016
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TRADE AND NOTES PAYABLES

(continued)

(b) Notes payables
At 30 June 2016, notes payables of
HK$4,987,000 (31 December 2015:
HK$234,624,000) were secured by time
deposits amounting to HK$3,165,000 (31
December 2015: HK$78,455,000) (Note
16).

An ageing analysis of the notes payables of
the Group at 30 June 2016 is as follows:

17

FESRRAR R B R 1% ()

(b) EFERE

RZFE—RE~NA=1
B - & {F 3 4% 4,987,000
BT(ZZE—AF+_-A
=+—H : 234,624,000
BT ) BT B E XK
3,165,000 mw( = &
—HE+=-A=+—8:
78,455,000/ 70 ) fE &K
i (Mf3E16) ©

R-ZZ—REXA=+
B AKEENRERZ

BRECHTEAT :
30 June 31 December
2016 2015
—E-XRF —T—RF
~A=tHB +=ZA=+—H
HK$’000 HK$'000
FET FAT
Within 90 days Q0 HA 3,934 1,432
91 to 180 days 91E180H - 40,385
181 to 365 days 1812365 H 1,053 47,385
1to 2 years 1ZE246F - 145,422
4,987 234,624

RERRRZERAR AR
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18 OTHER PAYABLES AND ACCRUALS 18 HthENTREREFERE
30 June 31 December

2016 2015

—E—XE —T—RF

ANA=+H +ZA=+—H

HK$°000 HK$’'000

FET FHT

Advances from customers KERFEZER 209,653 127,281

Payables related to purchases of EifE A% - E &

property, plant and equipment & {574 B8 2 &~ ZI8 72,853 79,017
Accrued interest expense FEETR B 520,101 406,438
Payroll payable BNTE 34,821 40,396
Amount due to a director B —REEHRIE 2,025 1,975
Others HAh 266,525 247,047
1,105,978 902,154

As at 30 June 2016, the carrying amounts of other
payables and accruals approximate their fair
values.

R=F—RFRNA=+H H
A AR B B EMNRE
EREAREERS -
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19 BANK AND OTHER BORROWINGS

70

19 RITREMEER

30 June 2016 31 December 2015
“E-RERRZTA “3-RF+ZR=1-A
Contractual Contractual
interest  Original interest Original
Notes rate (%)  maturity  HK$'000 rate (%) maturty  HK$'000
Wi RRENE) FEHHE Tén aRFEW RHHA T
Non-current *08
Non-current bank loan — SHEBOE - 2019
secured BER @ 66 —E-NE 98,280 - - -
98,280 -
Current |
Non-current syndicated bank FEHRE 2019
Joan — secured B3 - ER )  55-80 =Z-AE 582769 - - -
Non-curent bank loans — FHEBAE - 2019
ungecured Esind @] 53 ZE-AE 181,198 - - -
Current bank loans — HEBRAEH - 2016
unsecured v 0] - - - 66 —E-RE 23872
Non-current bank loan — FEERAER - 2016
unsecured E3iv @ - - - 72 —E-AE 50680
Other bank loan — unseoured ~~ Ef#{7E3 - EER On demand
@ - - - 50 ZREXRE 52615
Curent bank loans — secued — FIHRTER - AR
-USD -%n 2016
] - - - 25 TE-AFE 3980
- RvB - \R% 2015 - 2016
i
i - - - 64-80 —E-RE 307
Other loans A s 2014 - 2015 2014 - 2015
Z3-MEZ “3-QmEE
g 100-114 —B-FE 681808 100114 —F-7%& 83550
Other borowings — unsecured K frfE® — £/
— related parties - BEn On demand On demand
M NIE-432 EREXEE 927 NI - 432 BRERER 90,262
— related partes of the - BEREEN On demand On demand
Potentia Investor BEn () 100-300 ZREREE 244425 100-300 BREZEE 180676
— other third parties - EpE=R 2014 - 2015 2014 — 2015
“2-mEZ “E-IEE
) 80-1080 =—E-%f 65846 80-1080 —Z-7% 70,105
The 12% Coupon SeniorBonds ~ 12% ZEEE%ES 2018 218
K 120 ZE-NF 300990 120 “B-\E 30990
The Modffied 10% Coupon BET10%FESES 2015 2015
Bonds 0 100 =T-FEF 28400 00 “F-RF 2840
2,204,148 2,083,431
2322428 2,083431

RERRRZERAR AR
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BANK AND OTHER BORROWINGS
(continued)

Notes:

(a)

(b)

Non-current secured bank loan

In May 2016, the Group replaced certain overdue RMB
secured bank loans and notes payables to the extent
of RMB55,000,000 (equivalent to HK$64,350,000) (31
December 2015: HK$65,648,000) and
RMB29,000,000 (equivalent to HK$33,930,000) (31
December 2015: HK$34,614,000), respectively by a
3-year term bank loan. As at 30 June 2016, this bank
loan is secured by a number of leasehold land in
Mainland China with net carrying amount of
HK$40,111,000 (31 December 2015:
HK$40,599,000).

Non-current secured syndicated bank loan

In January 2016, the Group has obtained a 3-year
syndicated loan of approximately RMB498 million
(equivalent to HK$582,769,000) from a syndicate of
banks in the PRC (i) to replace certain outstanding
bank loans and notes payables of the Group as at 31
December 2015 to the extent of RMB268,620,000 and
RMB79,737,000, respectively with the syndicated loan
of the same amount; and (i) to provide additional loan
facilities to the Group as working capital for an amount
of RMB150,000,000 (the “New Facilities”) for a 3-year
term. During the six months ended 30 June 2016, the
New Facilities have been fully drawn down.

The syndicated loan is secured by certain property,
plant and equipment and prepaid land lease payments
of certain subsidiaries of the Group. However, the
Group failed to fulfil certain undertakings and restrictive
covenant requirements under these syndicated loan
facilities upon signing the syndicated loan agreement.
As a result, the outstanding amount of the 3-year
syndicated loan of HK$582,769,000 became
immediately due and payable as at 30 June 2016.

(b)

19 RITREMEE (F)

FEHEEMRITER
R-ZT—RERA - RNEE
—E=FHETEIBARET
AR AERRITERR
ENEE  2ESHIRARE
55,000,000t ( # & »
64,350,000 7T) (ZE— 1%
+= A =+—H : 65,648,000
7 7T) & A R % 29,000,000 7T
(48 & 74 33,930,000 7t) (=
T—RE+=-A=+—8:
34,614,000 7T) - R=ZF—X
EXA=1TH ZERTER
LA R AL A o B A BE - BRTENF
8 /40,111,000 T( = &=
—AF+=-A=+—8:
40,599,000 7t ) # 1 & £ iy
YERII -

FFENHIEIE TR M E K
RZZ—RE—F AEEE
B E—REERE B =5
WIEEERHARKI98EH S
T (& 7582,769,0007 ) *
(i) 9% T LA 55 58 9 4R (8 & FRER AR
AEEBR-_T—RAF+=A
=+ —HETHREENRT
EXREMNZE €8S A
A R #268,620,0007C & A R
#579,737,0007T : R (i) BA %
IR HBEINERREEREE
A& 28 A ARE
150,000,000 70 ([ ¥rismb & 1) -
BH=F  RBE-ZT—RF
NA=ZTBIEARER - FER
AEREIRM -

REERAAEEETHER
AMETYE  BEREHER
AN THAEREER A
- ARG R AT 8RB B i
BIRAREITZFREERER
BN H)E T A R R 1ER
MAE B REBO=F
Hi 4R B B 3R £ §6682,769,000
BILIR 22— E~A=1A
BB A ZIHARE AT
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

(c)

(d)

Non-current unsecured bank loan

During the six months ended 30 June 2016, the Group
has obtained an unsecured 3-year loan facility from a
PRC bank for an amount of RMB360 million. As at 30
June 2016, a loan of RMB117,263,000 (equivalent to
HK$137,198,000) has been drawn down from the
Unsecured Loan Facility, which had been used to
replace part of the loans in relation to the proposed
disposal of a 30% equity interest in SEAM as detailed
in note (g) below.

However, the Group failed to fulfil certain undertakings
and restrictive covenant requirements under this
Unsecured Loan Facility upon signing the loan
agreement. As a result, the outstanding amount of this
loan of HK$137,198,000 became immediately due and
payable as at 30 June 2016. Subsequent to the
reporting period and up to the approval of the interim
condensed consolidated financial information, an
additional amount of RMB139,273,300 (equivalent to
HK$162,950,000) has been drawn down from the
Unsecured Loan Facility.

Unsecured bank loans

Overdue unsecured bank loans to the extent of
RMB70,000,000 (equivalent to HK$83,552,000) and
as at 31 December 2015 have been refinanced by the
syndicated loan with a term of 3 years as mentioned in
note (b) above.

During the year ended 31 December 2015, notes
payables of the Group amounting to RMB44,131,000
(equivalent to HK$52,675,000) became overdue and
the relevant bank has re-designated them as an
unsecured bank loan as at 31 December 2015. This
unsecured bank loan was subsequently settled by the
Group in February 2016, which was mainly financed by
borrowings from a related party of the Potential
Investor of RMB50 million obtained in January 2016.

RERRRZERAR AR
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RITRHEMEE ()

GERNC

()

(d)

FEEN I IR 1T B
RBE-ZT—X~"F~A=1+A
IEAEAR  AEEEEHFE—
SRITERSEER = FHE N
& eER/ARKI0OEET ©
RZBE-—R"FEXA=1+A B
BEEREREE IR —%
B AR 117,263,000 7T (18
&7 137,198,00087T) * It JY
FRER A B f R
2£30% IR A REZR RO H 5 B AR (40
IR (@) FFAL) ©

AT AEERETER s
BAREEBITHEIEAERRE
BT TR R R 1 2
BE - Bt WEERRER
% %8187,198,000/4 ;T X = &
—RNERNA=ZTHAEK R
R c RBREHBMBREE
SRR SRE B IS E R ER
B EEKFERRERR
N — % A R #139,273,300
7t (48 & 1 162,950,000 7T )
HFIE -

EIERRITER

0 _ESTRTE (o) it - i HA AR IR
IR 17 B 5 A K ¥ 70,000,000
7T (488 74 83,552,000 7 7T ) 1
—T-RF+=ZA=+—HE
H—E=FHNREERET
BRE -

REE-_Z-—AF+=A
=+—BIEE  AEEEM
= 4% AR % 44,131,000 7T (48
E 152,675,000/ 7T ) B @ -
ER-ZZ—RE+_A=+—
B HBARTEEFEEETE
REEPRTER  thIEEE
RRITERBEER T —RF
Z—AHBAREEGLE EeEFE
RER-ZZT—R"E—HEE
BREEN—REERMEHRG
BEARBE0EET °
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19 BANK AND OTHER BORROWINGS
(continued)

19 RITREMEE (F)

Interim Report 2016

Notes: (continued) FteE : (48)
(e) USD secured bank loans (e) ERHEARTER
As at 31 December 2015, the USD secured bank R-_EBE—RE+_-_A=+—
loans from a bank of US$5,100,000 (equivalent to B B—REBITRENETE
HK$39,530,000) were secured by bank deposits of K 8 17 & 75,100,000 JT
HK$39,270,000. (#8% 72 39,530,000 7T ) LA SR
1713 7 39,270,000 7% 7T £ A 1K
o
During the year ended 31 December 2015, the Group RBEE-_FT—RF+=A
failed to make interest payment on certain of these =+ —BIEFE  AEEKREE
secured bank loans which resulted in an event of YRETFTHXEFEMEBITER
default and these loans became immediately due for HFE  EEBENEHEZ
repayment. LENRERK AT HEE -
During the six months ended 30 June 2016, these REE—_Z—-XEXA=1+H
USD secured bank loans of HK$39,530,000 had been WEARMEA  ZEFETERAR
settled mainly by utilising the Group’s pledged time 1T 739,530,000/ T X BiE
deposits of HK$39,270,000. BEAAEEEEFTHEFR
39,270,000 8 JLAEE ©
() RMB secured bank loans (4] ARBHERRITER

As at 31 December 2015, the RMB secured bank
loans comprised: (i) a bank loan of RMB50,000,000
(equivalent to HK$59,680,000) secured by a number
of leasehold land in Mainland China with net carrying
amounts of HK$143,183,000; (ii) bank loans of
RMB55,000,000 (equivalent to HK$65,648,000)
secured by a number of leasehold land in Mainland
China with net carrying amounts of HK$40,599,000;
and (iii) bank loans of RMB148,620,000 (equivalent to
HK$177,393,000) secured by a parcel of leasehold
land in Mainland China and buildings and plant and
machinery with aggregate net carrying amounts of Nil,
and guaranteed by Mr. Dong.

RZT—AF+-A=+—
B ARMBERBITERE
5 ¢ (i) DA ZHE fz 7 P B K BE
B ¥ {8 /143,183,000 7T
WIS T EARIFRNRITE
A R % 50,000,000 7T (48 &
#59,680,000% 7T ) : (i) A
BRI R R BARE - BREVEER
40,599,000 7T #) H & + it 1
RERNBRTERARYE
55,000,000t ( # & »
65,648,000 7T : K (iii) LA — 18
AR B ARBERFE it R
REFELABATELZE
F R R IE AR R
17 H A K 148,620,000 70
(8 & 177,393,000 7T ) *
ERINRE L ERR -
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

®

(9)

RMB secured bank loans (continued)

As at 31 December 2015, bank loans totalling
RMB155,000,000 (equivalent to HK$185,008,000)
were overdue or became due for immediate repayment
as a result of the event of cross-default.

As at 30 June 2016, RMB secured bank loans
amounting to RMB55,000,000 (equivalent to
HK$64,350,000) (31 December 2015: HK$65,648,000)
have been extended for a term of 3 years as mentioned
in note (a) above. The remaining RMB secured bank
loans to the extent of RMB198,620,000 (equivalent to
HK$232,386,000) (31 December 2015:
HK$237,073,000) have been refinanced by the
syndicated loan with a term of 3 years as mentioned in
note (b) above.

Other loans

On 21 January 2013, the Group entered into a non-
binding framework agreement with Beijing Wincapital
in relation to the disposal of a 30% equity interest in
SEAM, a wholly-owned subsidiary of the Group. The
aggregate disposal consideration is expected to be
approximately US$150 million (equivalent to
approximately HK$1,170 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 loan finance to the Group
in the aggregate amounts of RMB700,000,000
(equivalent to HK$835,520,000) as at 31 December
2015. Such borrowings can be settled by offsetting
against the disposal consideration should the proposed
disposal be completed.

RERRRZERAR AR
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RITRHEMEE ()

GERNC

®

()]

ARMBHERBITENR (H)
RZT—RF+ZA=+—
B ROEXEHARYE
155,000,0007t( #H & ®
185,008,000 7T ) B i Hisk i
TR 3Z E # R 1HF B A BN RS B ER
{EiZ -

RZE—X"EXA=FTA" A
REGHEMARTERSBEAR
#55,000000t( #H & R
64,350,000 7T) (ZT—HF
+=HA=+—H8 : 65,648,000
FIT) BE A = 4 (40 _E i B EE
@FTHL) o Fth AR HEHR
RITEXLBEARS
198,620,000t ( # & R
232,386,000/ L) (ZF— A
#F+ =A==+ — 8:
237,073,000/ 7T) R —H=4F
HNEEERETBRE (M
BT (o) AT -

HAi &%
RZE—Z=F—A=+—H"
ARE L RERET A T
EXEE2ENB R AR
3 30% AR AN 21 0 4R 40 SR D AE
Rif# - HHERBEREFDAR
1,508 E T (FBE R 11.7018
BIL) o BEF HEBSE WS
BRHOEBE - BIERERS
HARTEAK + IR AEMIER
EEWE -

RUBRZBRLEEAMS - 1
“T-RF+-A=+—8H"
ERERAARELHFETE
KEERBARE7.00/87T (18
# 70835,520,000/ 7T ) ° fifi 22
BZHEFHEEUATEK  AH
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

(9) Other loans (continued)
The Financing Loans comprised:

(0

A loan of RMB200,000,000 (equivalent to
HK$234,000,000) (31 December 2015:
HK$238,720,000) under a secured financing
arranged by Beijing Wincapital for a term of
two years up to January 2015.

In consideration of the financing, (i) Zhengzhou
Yongtong Special Steel Ltd. (“Yongtong
Special Steel”), a wholly-owned subsidiary of
the Group, has assigned its rights and
entitlements to all the income generated or
otherwise receivable, if any, from the equity
interest of its wholly-owned subsidiary, Henan
Yongtong Stainless Steel Products Co., Ltd.
and (i) a personal guarantee provided by Mr.
Dong for such period so long as the financing
remains outstanding.

Loans provided by Gongyi Jiahui Technology
Promotion Service Centre LLP (“Gongyi
Jiahui”) in the aggregate of RMB382,737,000
(equivalent to HK$447,803,000) (31
December 2015: HK$596,800,000) for a term
of three to six months from the respective
drawdown dates.

Except for a loan of RMB49,200,000
(equivalent to HK$57,564,000) (31 December
2015: HK$58,725,000) which was secured by
a charge over 1,307,786,705 ordinary shares
of the Company held by Easyman,
representing approximately 42.35% of the
issued share capital of the Company as at 30
June 2016, all of these loans are unsecured.

During the six months ended 30 June 2016,
as mentioned in note (c) above,
RMB117,263,000 (equivalent to
HK$137,198,000) of the Financing Loans was
repaid.

19 RITREMEE (F)

BitaE - (8D

HA B R ()
MEERRE

(0

(i)

B R A B ¥
200,000,000 7T (8 E 7%
234,000,000 7T ) (=
T-AF+=-A=1+—
A : 238,720,000% 7T.)
At RERZ N A
MFE(EZT—RF—
R)EERRE -

ERRENNRE - ()5
MABEHMERAR
(M@ 1) (R%m
NEERBAR)EHE
BEEHZENBAR
] ok R 6 8 B G
AR QAR AR &=
P 28 4 sk R UL ) FT A
WA B R K% A 25 (40
B R(i)ErRERRR
BAHARMEE 2 HRR
HEEALELR -

ERMEEZRMHERE
RAsHL(EREE)
(TExEEDRHS
KA HARE
382,737,0007C( 18 &
74 447,803,000 7T )
—ET-A%+=A
= + — B :
596,800,000 7T )
BHR==MEA (A
RAIRSK A HRAERT) ©

B EXARSE
49,200,000 7T (#E & R
57,564,000 7T ) (=
TE-AfF+ =R
= + — BR:
58,725,000/ 7T ) LA &
8 Easyman Fff # A" 2
71,307,786,705 % &
BRGEERARDAR
—T-REXA=T
BEBRTRALD
42.35%) £ & E 1 @
SN FIBERFERR
A o

REBEEZZ—REAX
A=+RI1E<MEA -
A it B 5 (c) P At -
EEEREERAR
# 117,263,000 7T ( 48
& 137,198,000
JT) e
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

()]

(h)

(U]

Other loans (continued)

As at 30 June 2016, all of the Financing Loans were
overdue. The Group is in the process of negotiating
with Beijing Wincapital and the above relevant lenders
to extend the terms of these borrowings.

Unsecured borrowings from related parties

As at 30 June 2016, unsecured borrowings from
related parties comprised: (i) loans from Mr. Dong’s
relative of RMB25,700,000 (equivalent to
HK$30,069,000) (831 December 2015:
HK$30,676,000), which bear interest at rates of 36%
to 43% per annum; and (i) loans from the ultimate
holding company of the Company consisting of
amounts of 8G$7,757,000, US$1,715,000 and
HK$5,518,000 (in aggregate equivalent to
HK$62,648,000) (831 December 2015:
HK$59,586,000), which bear interest at a rate of 8%
per annum except for an amount of US$1,715,000,
which is interest free. As at 30 June 2016, borrowing
to the extent of HK$6,519,000 was overdue.

Unsecured borrowings from related parties of the
Potential Investor

As at 30 June 2016, the total borrowings obtained
from certain related parties of the Potential Investor
amounted to RMB208,910,000 (equivalent to
HK$244,425,000) (31 December 2015:
HK$189,676,000). All these borrowings were overdue
as at 30 June 2016.

The Group has been actively negotiating with the
lenders of the above borrowings for the renewal and
extension of the repayment dates for a term of 2 years.
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

(0]

Unsecured borrowings from other third parties
As at 30 June 2016, unsecured borrowings from other
third parties comprised: (i) a loan from an independent
third party of RMB1,000,000 (equivalent to
HK$1,170,000) (31 December 2015: HK$1,193,000),
which bear interest at 12% per annum; (i) a loan from
an independent third party of US$2,500,000
(equivalent to HK$19,397,000) (31 December 2015:
HK$19,377,000), which bear interest at 8% per
annum; (iii) loans from certain independent third parties
of RMB21,000,000 (equivalent to HK$24,570,000) (31
December 2015: HK$25,066,000), RMB17,000,000
(equivalent to HK$19,890,000) (31 December 2015:
HK$20,291,000), and RMB700,000 (equivalent to
HK$819,000) (31 December 2015: HK$4,178,000)
which bear interest at rates of 21.6% per annum,
19.2% per annum and 0.3% per day, respectively.

All these unsecured other borrowings were overdue as
at 30 June 2016.
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19 BANK AND OTHER BORROWINGS 19 RITRHEMEE (H)
(continued)
Notes: (continued) FisE - (88
(k) The 12% Coupon Senior Bonds (k) 12% FEHEELES
The movements of the liability and derivative 12%EEEEBEBEHFZARBR
components of the 12% Coupon Senior Bonds are as TET AR 2T ¢
follows:

Liability Embedded

component derivatives Total
BARITE
aERS IR st
HK$'000 HK$'000 HK$'000
FHET FHET FHET
At 1January, 30 Juneand R Z=—T—HF—HF—H -
31 December 2015, RNA=ZTER
1 January and +ZA=+—-HBK
30 June 2016 —E—RF-A-AK
NA=TH 390,990 = 390,990
Note: B &

During the year ended 31 December 2014, the
Company failed to make interest payment under the
relevant terms and conditions of the Modified 10%
Coupon Bonds (see note (I) below), 12% Coupon
Senior Bonds and 8% Coupon Convertible Bonds of
HK$1,420,000, HK$11,698,000 and HK$2,990,000
respectively. 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%

HEZ_Z—NFF+—A=+—
BIEFE - ADAIREER IR
ET10%ZEEEH(RTX
MEE() ~ 12% ZE S EEESE
K 8% EmE LA #AREH 28
BRI HRE - 55
1,420,000/ 7T * 11,698,000
7 7T 52,990,000 T © 1R #§
ZEEH 2 HBIEK - L EE
BRERE M Bt KB

10%REEES  12%RE L
B ES k8% ZH B A K

Coupon Convertible Bonds totalling HK$352,644,000,

shall become immediately due and payable. In

addition, unwinding of interest totalling EAHRZREERTDES XA

HK$210,670,000 was accelerated; and all the liabilities 352,644,0007% T * Ak £ Bl B

of the Bonds have been classified as current liabilities. F|HARE AT o UkSN - BINERFIR
# [8l & $£210,670,0007% T
M&EEHZMBEREEDE
RRBAE-

78 SERERIZERARAR TR -RFREH®RE
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BANK AND OTHER BORROWINGS

(continued)
Notes: (continued)

(k)

(U]

The 12% Coupon Senior Bonds (continued)
Note: (continued)

During the year ended 31 December 2015 and the six
months ended 30 June 2016, the Company also failed
to make further interest payments of the Bonds of
HK$64,344,000 and HK$34,866,000 respectively (six
months ended 30 June 2015: HK$39,476,000).

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 the
interim condensed consolidated financial information.
The Group has been actively negotiating with the
holders of the Bonds for the execution of the Debt
Restructuring Proposal to facilitate the Group meeting
its obligations. At the meeting of the holders of the
12% Coupon Senior Bonds held on 21 June 2016, an
extraordinary resolution was passed that no holder of
the 12% Coupon Senior Bonds shall demand
repayment of any amount due under the 12% Coupon
Senior Bonds or take any action to enforce the
payment of monies or exercise any other right
thereunder or otherwise take any action against the
Company whether or not under the terms and
conditions of the 12% Senior Bonds or request or
require the trustee to take any of the foregoing actions.

The Modified 10% Coupon Bonds

As at 30 June 2016 and 31 December 2015, an event
of default occurred under the terms of the Modified
10% Coupon Bonds, details of which have been
disclosed in note (k) above.
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CONVERTIBLE BONDS

The movements of the liability and derivative
components of the 8% Coupon Convertible Bonds
are as follows:

20 TWERESH

8% R S AR ESZAER
PTET A 2 EBHMT

Group and Company
AEEREAAT

Liability

component of

convertible
bonds Derivatives Total

ARRESZ
S&HS fTEIR @t
HK$'000 HK$'000 HK$'000
THT TR THL
At 1 January 2015 RZZE—RF—H—H 143,925 84,373 228,298
Conversion into ordinary shares ERBLER (26,400) (15,476) (41,876)
Changes in fair value AhEEZED - 3,59 3,59
At 30 June 2015 RZFE-R%F A=1+AH 117,525 72,493 190,018
At 1 January 2016 R=ZZE—X"&—A—H 117,525 41,769 159,294
Conversion into ordinary shares AT AR (70,750) (13,200) (83,950)
Changes in fair value AREEZED) - (19,887) (19,887)
At 30 June 2016 RZB—R"FRA=TH 46,775 8,682 55,457

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.

REREBRZERER AR

ARBIRBEEEFEFRA
B A R M 2 (S 3 4048 )
ZHETIGMEIEL 2 HEE
JE 8% R B A MR EE EH

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

U

(i)

(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;

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

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” (note).

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 calendars, on
the Hong Kong Stock Exchange; or

) when there is a change of control in the
Company.

20 TBRRES (]
AABNERYETET A
HEEOEUATSE :

0)

(i)

(i)

BEEHAEARLBER
8% R B A ABES L
BB DB E AR AR
BRENAR(EE

AR A HE B 8% = H 8. A]
BREHFHNBREAR
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CONVERTIBLE BONDS (continued)
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 2016, the fair value of the
liability component of the 8% Coupon Convertible
Bonds was HK$8,682,000.

The 12% Coupon Senior Bonds and the 8%
Coupon Convertible 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 Yiwan with principals
amounting to HK$46,500,000 and US$3,000,000
respectively, which are convertible into ordinary
shares of Yiwan.

As at 30 June 2016, an event of default occurred
under the terms of the 8% Coupon Convertible
Bonds, details of which have been disclosed in
Note 19(k).
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CONVERTIBLE BONDS (continued)

At the meetings of the holders of the 12% Coupon
Senior Bonds and the 8% Coupon Convertible
Bonds held on 21 June 2016 and 6 July 2016,
respectively, separate extraordinary resolutions
(“Extraordinary Resolutions”) were passed and
resolved, among others, to approve the Debt
Restructuring Proposal, not to enforce any security
of the Bonds until approval of the Schemes and
release the security as required under the Schemes
following the Schemes becoming effective, vote
the entire principal amount in favour of the
Schemes at the meetings of the Schemes, waive
any event of default or potential event of default
which might or has occurred and not to demand
repayment of any amount due under the Bonds.

Following the pass and effectiveness of the
Extraordinary Resolutions by 6 July 2016, the
Company is preparing the necessary documents
to submit to the courts for the relevant creditors’
approval and court sanction for the Cayman
Scheme and the Hong Kong Scheme under the
Debt Restructuring Proposal.

20

R ES (&)
EDRRZ-ZF—-RNERX
“t+t—BRZIZ-—XRFLAR
HEITH12%ZH BB EES
K 8% RHE A AREFHEA
gEL BEBUBRIRER
(MFRPRBR]DRFB(HP R
1B HE BB AR - Rt
BHE A 2 BTN S E AT A
EAR IR B S0 R E A 2
EREBHRER  REtERE
EA2RBASERREKG
g MeEMrEEARD B
EMENEHRBEROEMN
AR EREEEFBHANE
HFA °

RZZE—XRFEEARNBERR
BEREEBRAERER  ARF
EEERR2ER 2 XM
NESEBEAZETHSR
ST EI R BB S Z AR ERE
AL RIEBE RS -

Nickel Resources International Holdings Company Limited 83



Notes to Interim Condensed Consolidated Financial Information

R B iR & B 5 R LB o

21

84

SHARE CAPITAL 21 RAE
Six month ended 30 June
HEAA=THLAER
2016 2015
“B-5E —F-n%
Number of Number of
ordinary ordinary
shares HK$°000 shares HK$'000
EERY TET LiERE THT
Authorised (HK$0.1 each): EE (FR01BT) -
At beginning and end of WEMREAR
the period 5,000,000,000 500,000  5,000,000,000 500,000
Issued and fully paid BETRAR
(HKS0.1 each): (5R01BT)
At beginning of the period REH] 2,766,540,198 276,654  2,678,540,198 267,854
Conversion of convertible bonds  E#A R # R % 321,590,907 32,159 88,000,000 8,800
At end of the period RER 3,088,131,105 308,813  2,766,540,198 276,654

During the six months ended 30 June 2016,
convertible bonds with principal amount of
HK$70,750,000 (2015: HK$26,400,000) were
converted into 321,590,907 (2015: 88,000,000)
new ordinary shares of the Company at HK$0.22
(2015: HK$0.30) per share in accordance with the
terms of the convertible bonds.
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SHARE-BASED PAYMENT

On 2 May 2005, the Company approved a share
option scheme (the “Share Option Scheme”) under
which the Directors may, at their discretion, grant
options to the Directors and employees of the
Group to subscribe for shares in the Company.
The subscription price for shares under the Share
Option Scheme will be determined by the
Directors, which shall be calculated at the time of
grant of the relevant option and shall not be less
than the highest of (i) the nominal value of a share;
(i) 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.

The maximum number of shares in respect of
which options may be granted under the Share
Option Scheme must not exceed 10% of the share
capital of the Company in issue and may not
exceed in nominal value 30% of the issued share
capital of the Company in issue for a period of 10
consecutive years. The Share Option Scheme will
remain in force for the period of 10 years
commencing on 2 May 2005. No option may be
granted to any one person which, if exercised in
full, would result in the total number of shares
which were already issued and may fall to be
issued to him under all the options previously
granted to him pursuant to the Share Option
Scheme in any 12-month period up to the date of
grant, exceeding 1% of the maximum aggregate
number of shares for the time being issued and
which may fall to be issued under the Share Option
Scheme.
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SHARE-BASED PAYMENT (continued)
Share options granted to a Director, chief executive
or substantial shareholder of the Company, or to
any of their associates, are subject to approval in
advance by the independent non-executive
directors. In addition, any share options granted to
a substantial shareholder or an independent non-
executive director, or to any of their associates, in
excess of 0.1% of the shares of the Company in
issue at any time or with an aggregate value (based
on the price of the Company’s shares at the date
of grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’
approval in advance in a general meeting.

There were 1,590,000 share options lapsed, with
no share options granted or exercised during the
six months ended 30 June 2016.

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:

RERRRZERAR AR
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FAIR VALUE HIERARCHY (continued)
As at 30 June 2016 and 31 December 2015, the
Group did not have any financial instruments that
are carried at fair value except for the derivative
financial instruments.

At 30 June 2016 and 31 December 2015, the
conversion rights of the Group’s 8% Coupon
Convertible Bonds, together with redemption rights
(considered as a single derivative), classified as
derivative financial instruments of HK$8,682,000
(31 December 2015: HK$41,769,000) 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.

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 IAS37
“Provisions, Contingent Liabilities and Contingent
Assets” to determine when contingent liabilities
should be recognised, which requires significant
judgement.

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

(a) 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”).
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24 CONTINGENT LIABILITIES (continued)

(@)

Interim Report 2016

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

The Letters concern disputes between the
Group and the Buyers relating to certain
primary contracts for the sale and purchase
of Indonesian iron ores, and contain claims
for (i) an amount of US$10,347,698
(equivalent to approximately
HK$80,242,000) which comprises the
demand for return of an advance payment
made by RR to the Group of US$3,000,000
(equivalent to approximately
HK$23,264,000) and interest thereon to the
extent of US$7,347,698 (equivalent to
approximately HK$56,978,000) payable up
to 20 March 2014; and (ii) an amount of
RMB70,355,7883 (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.

24 FAREE(E)
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24 CONTINGENT LIABILITIES (continued)

90

(@)

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.

RERRRZERAR AR
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24 CONTINGENT LIABILITIES (continued)

(@)

Interim Report 2016

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

On 11 April 2014, the Company received
another statutory demand from the legal
representative of UM to claim for certain
interest charge (“Interest Charge”) on certain
loans provided by UM to the Group (the
principal of which had been fully repaid
before 31 December 2014) 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 had been provided
for during the year ended 31 December
2013.

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.

24 FAREE(E)
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24 CONTINGENT LIABILITIES (continued)

92

(@)

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

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 interim
condensed consolidated financial
information.

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
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.

On 8 September 2015, Easyman entered
into a Swap of Debt Agreement with RR
and CNR Group Holdings Pte Ltd (“CNRG”),
a subsidiary of the Group, which gave effect
to provide a charge over a total of
31,762,295 shares in the Company to RR
as a security for the above litigation. These
shares can be used by RR for settlement of
any liabilities that may arise and become
payable by the Group to RR in respect of
the above litigation.
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24 CONTINGENT LIABILITIES (continued)

(@)

Interim Report 2016

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

Save as disclosed in Note 27 to the interim
condensed consolidated financial
information, there has been no further
correspondence between the Group and
the Buyers since then and up to the date of
approval of this 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 in 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.
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24 CONTINGENT LIABILITIES (continued)

94

(b)

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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24 CONTINGENT LIABILITIES (continued)

(b)

Interim Report 2016

Dispute on Contracts of
Affreightment (“COAs”) (continued)
The dispute with TORM in respect of the
Outstanding Freight Charges had 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 had 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 Group has been actively negotiating
with TORM on settlement of the above
claims on Other Losses. In preparing this
interim condensed consolidated financial
information, the directors have obtain legal
advice in this respect and, based on the
current status of the proceedings, evidence
exchanged and the latest communication
with TORM, consider that most likely the
Group will be able to settle the claims on
Other Losses at a consideration of
approximately US$5 million (equivalent to
HK$38,782,000), and a provision for claims
of the same amount has been made by the
Group as at 30 June 2016 and 31
December 2015.
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24 CONTINGENT LIABILITIES (continued) 24 ZREfS (&)

25

96

(b) Dispute on Contracts of (b) REMEESH(HM
Affreightment (“COAs”) (continued) EESYN)WEEE)
As at 30 June 2016 and up to the date of RZFE—RE~NA=1
approval of the interim condensed HEEZERHEREE
consolidated financial information, based on MBEREEER -
the best knowledge and information of the BESMARAE K
directors, there are no other major claims in NS BR 4R B B RS & R BT
relation to any COAs that the Group has WEEI AEBBE
entered into saved as disclosed in this FRETSERAEBA
condensed consolidated financial MEBEHZHMERX
information. B -

Should the resolution of these legal claims and mEMEERERFFBNRR

disputes turn out to be unfavourable to the Group, HERIFNAEE » KEEFA

the Group may need to record additional losses in RER AR R E AR B Z E

respect of these claims and disputes in future REFHEGREINEK -

reporting periods.

COMMITMENTS
Capital commitments

25 ARiE
B AR

30 June 31 December

2016 2015

—E—XE —T—hF

AA=tHB +=ZRA=+—H

HK$’000 HK$’000

FHET FHTT
Contracted, but not EEESEE R

provided for:

Property, plant and M - BRE KRS

equipment 54,344 54,544

RERRRZERAR AR
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25 COMMITMENTS (continued)
Operating lease commitments — as lessee
The Group leases certain of its office properties
under operating lease arrangements. Leases for
properties are negotiated for terms ranging from
two to three years.

At 30 June 2016, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

25

i (8
REHERE — FREHEA
AEERBEEHERFRR
ETMAENE - BETEZY
EHEFMNFRE=F -

RZZE-—RFEXNA=+H &
£ ER T 5% B 2 B AR IR
AR BEH K EME 2 RR&KIE

HEeNREBWT :
30 June 31 December
2016 2015
—E—XF —T—hF
RA=+tH +=ZA=+—H
HK$°000 HK$’'000
FET FHT
Within one year —FR 6,580 6,832
In the second to fifth years, S _ZFFAHF
inclusive (BIEERMWF) 887 3,040
7,467 9,872
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26 RELATED PARTY TRANSACTIONS 26 BEIRZ
()  Inaddition to the transactions detailed (i) BRRFHEBAERS I
elsewhere in the interim condensed B R E i 3 5 SRl 2 2
consolidated financial information, the S REBREBE =
Group had the following material T-R"ERNA=THLE
transactions with related parties during the NEREBESETT
six months ended 30 June 2016: TNERRS :

Six months ended 30 June
BEANA=tHLEAEA

Nature of
Names of related parties transactions 2016 2015
BELER REMHE —EB-RF —ET—RF
HK$°000 HK$’000
FHET FAT
Easyman (note a) Interest expense
(note b)
Easyman (st a) FMEEA (Hiwtb) 1,852 1,796
Ms. Sun Qiaodian Interest expense
(“Ms. Sun”) (note c)
Bropa+ ((HFex]) FMEBA(KMEc) 6,519 6,804

98 BREREREZERERAF TR -RFREH®RE



Notes to Interim Condensed Consolidated Financial Information

o 1 i B R & BA 355 59 L B

26 RELATED PARTY TRANSACTIONS 26 BELIRZ (&)
(continued)
(i)  Outstanding balances with related (i) EEEESHIRAEERE
parties

30 June 31 December

2016 2015
—E—XF —FT—RF
ANB=+H +t=-—A=+—H
HK$’000 HK$’'000
FHxT FHAT
Prepayments to Yiwan FE44 Yiwan 2 578
(note d) (Pt=Ed) 137,386 137,251
Loan to Full Harvest BRTERTR
Development Limited BRLAE (KMizte)
(note e) 56,975 56,975
Amount due to Easyman 45 /K Easyman 378
(note b) (KtzEDb) 62,648 59,586
Amount due to Ms. Sun HERBELZ LTI
(note ©) (MizEc) 30,069 30,676
Amount due to a director AR —ZEEHIA
(note ) (HIEES) 2,025 1,975
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26 RELATED PARTY TRANSACTIONS

(continued)

(i) Outstanding balances with related
parties (continued)

100

Notes:

(@)

Easyman is a company wholly owned by Mr.
Dong. The Directors consider that Mr. Dong
through Easyman, as a lender of Yiwan, has
an indirect economic interest in Yiwan.

Details of the terms of amounts due to
Easyman are disclosed in Note 19(h).

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. The
balance is overdue as at 30 June 2016.

Prepayments are made to Yiwan for purchase
of iron ores. The amount is unsecured and
interest free and will be settled by offsetting
the relevant purchases.

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

Amount due to a director is unsecured,
interest-free and repayable on demand.
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26 RELATED PARTY TRANSACTIONS
(continued)
(i) Compensation of key management
personnel of the Group:

26 BEAIRS(E)

(i) AEMFEEBASX
$REA :

Six months ended 30 June
BZEAA=THLAEA

2016 2015

—g-x§ —T-uF

HK$’000 HK$’000

FHxT FHT

Fees we 400 500
Salary, allowances e o 2 RER

and benefits 3,616 3,490

Employee share option 1 B REARAERET

benefits 16 54

Pension scheme contributions R4 5+&] 3% 27 26

4,059 4,070

27 EVENTS AFTER THE REPORTING
PERIOD
Save as disclosed elsewhere in this interim
condensed consolidated financial information, the
Group had the following major events occurred
after the reporting period:

(@) In order to resolve certain claims and
disputes as detailed in Note 24(a),
Yongtong Special Steel and CNRG,
subsidiaries of the Group, entered into an
agreement with RR on 6 June 2016,
pursuant to which, and on a “no admission
of liability” basis that, Yongtong Special
Steel shall deliver certain equipments to RR
as a consideration for offsetting any
payables due by the Group to RR to the
extent of RMB30,000,000. Upon delivery of
all relevant equipments and
acknowledgement receipt by RR, any
liabilities that the Group may owe to RR as
mentioned in Note 24(a) shall be reduced
by RMB30,000,000. Up to the date of
approval of the interim condensed
consolidated financial information, delivery
of these equipment is still in progress.

Interim Report 2016

27 FREHEEE
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27

102

EVENTS AFTER THE REPORTING
PERIOD (continued)

(b) Subsequent to the period end, CNRG
received a statutory demand letter dated 25
August 2016 from a legal adviser acting for
the Comptroller of Singapore Income Tax
(the “Comptroller”) demanding a sum of
approximately S$5,159,000 (equivalent to
approximately HK$29,400,000), comprising
the unpaid income tax and penalties
imposed by the Comptroller to be paid or
secured or compounded to the
Comptroller’s satisfaction within three
weeks from the date of the statutory
demand, failing which the legal advisor had
instructions to commence winding-up
proceedings against CNRG pursuant to
section 254(1)(e) read with section 254(2)(a)
of the Singapore Companies Act (Cap.50).
These liabilities have been fully provided for

by the Group as at 30 June 2016.

The Group is now discussing the content of
the letter with its legal advisor and assessing
the impact of the statutory demand to the
Group, including the consequences if

winding up proceedings commence.

RERRRZERAR AR
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COMPLIANCE WITH THE CORPORATE BrhEERA

GOVERNANCE CODE

The Directors recognise the importance of good corporate
governance in the management of the Group. During the
six months ended 30 June 2016, the Company has
complied with the code provisions of the Corporate
Governance Code (“CG Code”) as set out in Appendix 14
to the Listing Rules, except for the following deviations:

(1

Interim Report 2016

Code Provision A.2.1

The executive Director, Mr. Dong Shutong, served
as the Chairman and Chief Executive Officer of the
Company. The Chairman is responsible for
overseeing the Company’s operations in respect of
compliance with both internal rules and statutory
requirements, and promoting the corporate
governance of the Company. The Company did
not appoint another individual to act as the Chief
Executive Officer for the period ended 30 June
2016. This constitutes a deviation from code
provision A.2.1. The Board believes that it is in the
best interests 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. Important decision-
making and the day-to-day management of the
Company are carried out by all of the executive
Directors. Although the roles of the Chairman and
the Chief Executive Officer of the Company are not
segregated, the functions of the chief executive
were carried out by all of the executive Directors
collectively.

The Board considered that the Group’s prevailing
structures and systems met the code provisions in
the CG Code. The current practices will be
reviewed and updated regularly in order to follow
the latest practices in corporate governance.

EEEMAEETEEBHRITRIFEE
ERMERM - HE_FT—AFRA
=tHIEREA  ARARBEST LT
FRIBT B 14 P 2R ST RI([ 3

[N’}

EOA ST AL B 5P RIMESC - HEDA T fm B

BRAN

U]

FRAMRZEA2.1 &
HMITEEEERAEENARTA
FTEAEFNTE - ETHEAEE
EEAQREEYETAIRA
ARSATEENR  WHEEARRR
DEER - ARTRBE_ZF
—NENA=T AL
EES-ATEEEREHT
B RREETFRIGEEA2.1
e EEGMEE- EER
EEHAEEEXRBFER
R EE feasE=g
TR WA AR R
RrBESENZ - ARAZ
EEAERATEEHDEY
TEEHNT - BEARAZE
BLEBRAITELESHE B
BENITE ZBEER BN
EEHARYPIT -

EFERRAEEZRITRE
MERFALEXERTZT
A« RITHE R E LT
WA REH - ABBLEER
ZEIER

Nickel Resources International Holdings Company Limited 103



)

(3)

104

Corporate Governance and Other Information

EREIRREMEH

Code Provision A.4.1

Under code provision A.4.1, non-executive
Directors should be appointed for a specific term.
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 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.

Code Provision C.2.5

Under code provision C.2.5 of the CG Code, the
Group should have an internal audit function. Given
the Group’s under debt restructuring and the
potential cost burden, the Group has not set up an
internal audit department for the time being and
the audit committee under the Board is considering
to set up an internal audit department to perform
the internal audit function internally or to engage a
professional to perform the internal audit function
regularly. The Board will conduct a detailed review
on the internal audit function issue and such
findings shall be disclosed in the Corporate
Governance Report.
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(4) Code Provision E.1.2
The Chairman of the Board, who is also the
chairman of the nomination committee of the
Company, did not attend the annual general
meeting of the Company held on 21 June 2016
(the “2016 AGM”) as he had another business
engagement. The Chairman of the remuneration
committee of the Company, also did not attend the
2016 AGM due to another business engagement.
The executive Director of the Company, who took
the chair of the 2016 AGM, and other members of
the Board together with the chairman of the audit
committee and other members of each of the
audit, remuneration and nomination committees
attended the 2016 AGM.

The Company considers that the members of the
Board and the audit, remuneration and nomination
committees who attended the 2016 AGM were
already of sufficient calibre and number for
answering questions at the 2016 AGM.

BOARD’S CONSIDERATION — MITIGATION
MEASURES TO GOING CONCERN ISSUE

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

(1) Reference is made to the announcement of the
Company dated 7 March 2016 in respect of,
among other things, the (i) proposed issue of
Subscription Shares under the Specific Mandate;
(i) application for the Whitewash Waiver; and (iii)
Special Deal (the “Subscription Announcement”).
Unless otherwise stated, capitalised terms used in
this report shall have the same meanings as
defined in the Subscription Announcement.
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On 5 March 2016, the Company and a potential
investor (the “Potential Investor” or “Subscriber”)
entered into a share subscription agreement to
subscribe for a total of 1,465,898,410 new
ordinary shares of the Company at a subscription 01876 B T RBEERBEB AR
price of approximately HK$0.1876 per share (the A6 $£1,465,898,410 1% 37 & i
“Subscription Shares”), with proposed gross A ([RERRMD])  BEFAER
proceeds totalling HK$275 million (the BREsLA2TsEERTLR
“Subscription”), subject to certain conditions BEEIE ) MASE TERE
precedent which, among others, include the HHEPR - R EREANEIE
following:

106

approval from the Company’s shareholders,
or independent shareholders when
appropriate, for () allotment and issuance of
the Subscription Shares; (i) a Whitewash
Waiver; and (jii) a Special Deal (as defined
hereunder), at the extraordinary general
meeting of the Company;

a Whitewash Waiver being granted by The
Securities and Futures Commission of Hong
Kong (“SFC”) in respect of any obligation of
the Subscriber and parties acting in concert
with it to make a mandatory general offer in
cash for all the issued shares and other
relevant securities of the Company not
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already owned (or agreed to be acquired) FEE(KREEWE) B
by the Subscriber and parties acting in AKARFTABEETRMD
concert with it which might otherwise arise K Hth A B 3% H IR 58

as a result of the Subscription;

the consent from the SFC for repayment to
any creditor who is a shareholder of the
Company using the proceeds from the
Subscription under a proposed debt
restructuring as mentioned below (the
“Special Deal”);

approval of resumption of trading of the
Company’s shares, and listing of the
Subscription Shares from the Stock
Exchange; and
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° completion of a debt restructuring by the
Company by way of the “Schemes” (note)
(the “Debt Restructuring Proposal”). The
debt restructuring refers to a plan for
restructuring of the indebtedness of the
Company which involves, among other
things: (i) the reduction and cancellation of
the outstanding principal amount of the
Bonds by at least 80%; (i) the reduction
and cancellation of all the outstanding
accrued interests of the Bonds; (iii) the
release and discharge of all security
collateral provided in relation to the 12%
Coupon Senior Bonds and the 8% Coupon
Convertible Bonds; and (iv) the reduction
and cancellation of all other indebtedness
and contingent liabilities of the Company as
referred to in the Debt Restructuring
Proposal, by at least 80%.

In respect of the above, the Company appointed a
financial advisor and debt restructuring scheme
advisor to facilitate the Subscription and Debt
Restructuring Proposal.

At the meetings of the holders of the 12% Coupon
Senior Bonds and the 8% Coupon Convertible
Bonds held on 21 June 2016 and 6 July 2016,
respectively, separate extraordinary resolutions
(“Extraordinary Resolutions”) were passed and
resolved, among others, to approve the Debt
Restructuring Proposal, not to enforce any security
of the Bonds until approval of the Schemes and
release the security as required under the Schemes
following the Schemes becoming effective, vote
the entire principal amount in favour of the
Schemes at the meetings of the Schemes, waive
any event of default or potential event of default
which has occurred and not to demand repayment
of any amount due under the Bonds.
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Following the pass and effectiveness of the
Extraordinary Resolutions by 6 July 2016, the
Company is preparing the necessary documents
to submit to the courts for the relevant creditors’
approval and court sanction for the Cayman
Scheme and Hong Kong Scheme under the Debt
Restructuring Proposal.

The Company is also actively negotiating with other
creditors of the Company for the execution of the
Debt Restructuring Proposal.

Note:

The proposed scheme of arrangement pursuant to Section 86
of the Companies Law (2007 Revision) of the Cayman Islands
between the Company and the creditors under such scheme
(the “Cayman Scheme”) and the proposed scheme of
arrangement of pursuant to Sections 670, 673 and 674 of the
Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
between the Company and the creditors under such scheme
(the “Hong Kong Scheme”), collectively are referred to as the
“Schemes”.

During the six months ended 30 June 2016, the
Group obtained a 3-year syndicated loan from a
syndicate of PRC banks and an unsecured 3-year
loan facility from a PRC bank. However, the Group
failed to fulfil certain undertakings and restrictive
covenant requirements under these facilities. As a
result, the outstanding amounts of these facilities
became immediately due and payable as at 30
June 2016. In relation to the syndicated loan and
the bank loan under the Unsecured Loan Facility to
the extent of HK$582,769,000 and
HK$137,198,000, respectively, the Group is
actively negotiating with the respective bank for the
waiver of the breach of the undertaking and
restrictive covenant requirements.
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In relation to the overdue notes payables of
HK$1,053,000, the Group is actively negotiating
with the bank for any possible refinancing
arrangements.

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 US$150 million (approximately
HK$1,170 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. 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 initially arranged certain loan finance to
the Group in the aggregate amount of RMB700
million (“Financing Loans”). The Financing Loans
can be settled by offsetting against the disposal
consideration should the proposed disposal be
completed.

During the six months ended 30 June 2016, the
Group replaced part of the Financing Loans to the
extent of approximately RMB117 million by utilising
the Unsecured Loan Facility of the same amount.
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As at 30 June 2016, the outstanding Financing
Loans amounted to approximately RMB583 million

(equivalent to approximately HK$682 million), all of

these Financing Loans were overdue for
repayment. Up to the date of approval of the
interim condensed consolidated financial
information, 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 extend the
repayments of these loans to facilitate the
completion of the proposed disposal. 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
borrowings against the disposal consideration.

Apart from the borrowings mentioned in (1) to (4)
above, the Group had other borrowings from
certain related parties of the Group, related parties

of the Potential Investor and other third parties of

HK$92,717,000, HK$244,425,000 and
HK$65,846,000, respectively that were either
overdue or due for immediate repayment as at 30
June 2016. The Group has been actively
negotiating with the lenders for the renewal and
extension of the repayment dates of these
borrowings, of which an extension of the
repayments of the borrowings from related parties
of the Potential Investor for a term of 2 years is
currently under discussion.

The Group is also negotiating with various financial
institutions and identifying various options for
financing the Group’s working capital and
commitments in the foreseeable future, including
identification of potential investors to invest in
various projects undertaken by the Group.
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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. During the six months ended
30 June 2016, the Group received certain new
sales orders of its stainless steel products from
several independent third party customers.
Management believes that the Group will be able
to record a significant increase in sales in the
coming twelve months after the reporting period.

The Group has engaged legal advisors to handle
all claims and disputes as detailed in Note 24 to
the interim condensed consolidated financial
information. 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 those
outstanding claims and disputes with no significant
cash outflows in the next twelve months.
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DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

On 5 March 2007, SEAM, an indirect wholly owned
subsidiary of the Company, entered into the EOA with
Yiwan, a limited company incorporated in Indonesia and
substantially owned by Mr. Soen Bin Kuan, who at 30
June 2016 and the date of this report holds more than 5%
of the issued share capital of the Company. Pursuant to
the EOA, 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 EOA.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2016, the interests and short positions of
the Directors in the shares, underlying shares (in respect
of positions held pursuant to equity derivatives) and
debentures of the Company and its associated
corporation (within the meaning of Part XV of the
Securities and Futures 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 2016:

Capacity in which

Name of Directors interest are held
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Approximate

percentage to

the issued

Number of voting shares
shares of the Company
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HERZERS
EEME BEERZESH RHBE ZHHOBEDE
Dong Shutong Held by controlled 1,465,898,410 47.47%
=E£8 corporations (note)
B EEEREA (M7
Dong Chengzhe Beneficial owner 1,500,000 0.05%
EEE EmBA
Note:  As at 30 June 2016, 1,441,042,410 shares and Miz: RZT—-—XFNA=+H"

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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(i) Long positions in the underlying shares (in (i) R=ZFB-XREXA=1+HR

respect of positions held pursuant to AATHEBRD (RBERE
equity derivatives) of the Company as at 30 FTEITERENEFEMS) 2
June 2016: i3y —a

Capacity in which

Number of

share options

Approximate
percentage to
the issued
voting shares

Name of Directors interest are held (note) of the Company
HAERAT BT
BREHE HNEREERG
EEnE HEERZSH (F¥=E) 2N B
Dong Shutong Held by spouse 1,700,000 0.06%
EER mEERA
Dong Chengzhe Beneficial owner 2,775,000 0.09%
it ERAA
Song Wenzhou Beneficial owner 1,500,000 0.05%
RN ERAAA
Yang Fei Beneficial owner 2,775,000 0.09%
HR ERAA
Note:  The share options are unlisted equity-settled options MisE . REBREABRBARTNZ
granted pursuant to the Company’s share option AFRAAZHEARRKRZ
scheme adopted on 2 May 2005 and expired on 2 T-AFHA—BERZER

May 2015. Upon exercise of the share options in BRI 2 E MRS
accordance with such share option scheme, shares It 2 R AR - AR AR X RE AR A AT
are issuable to the option holder(s) who exercise(s) the BITTERREE - ATRTTER
rights. FAMER BB AR M 1 A A B ATIR

5
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES
(IN RESPECT OF POSITIONS HELD
PURSUANT TO EQUITY DERIVATIVES) OF
THE COMPANY

As at 30 June 2016, shareholders (other than the interest
disclosed above in respect of the Director who is also a
substantial shareholder of the Company) who had
interests and short positions in the shares and underlying
shares (in respect of positions held pursuant to equity
derivatives) of the Company which have been disclosed to
the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of
the SFO were as follows:

Long positions in the shares and underlying
shares (in respect of positions held pursuant to
equity derivatives) of the Company as at 30 June
2016:

EREIRREMEH

TERRRAQXARDRAEH
RO (RBERETETARFHE
MBAMS )P 2EERAR

REZE—REXRA=+R BROTE
BEXHRBERTER/ARRLIEZRRZ
BEESER) RARBRG RABEKR
7 (RIREREITE T ARENRHAT
)P BAEREBESFLRBMEGRIE
XVERE2 R EID M2 REERAR
AT ARBERARBREFEF K
HRGDIEBIHRREAFEZER
MRz SRR IAT

REB-ARERNAZTHREQR
R REBERG (RRERETET
AERANERAMS) 2FAE

Number of
shares/
underlying
shares

(in respect of
positions held
pursuant to

Approximate
percentage to
the issued

Capacity in which equity voting shares
Name of Shareholders interest are held derivatives) of the Company
B, ERE KA
(RIBERE HEDRAESBITH
FTETAFEN ERERRGOZ
BRER#E BEERZSH BFRmE)#AE BHEIL
Easyman Beneficial owner 1,441,042,410 46.66%
EnlEA
Soen Bin Kuan Beneficial owner 182,734,104 5.92%
TRIE EnlEA
Sun Qiaodian (note 1) Beneficial owner 1,700,000 (note 2) 0.06%
I8 (HFE1) EnlEA (MH5E2)
Held by spouse 1,465,898,410 47.47%
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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 and expired on 2 May 2015. 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
2016, had an interest or short position in the shares,
underlying shares (in respect of positions held pursuant to
equity derivatives) and debentures 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 voting shares 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 remained
in force for a period of 10 years from adoption of such
scheme and expired on 2 May 2015.

116 R EREBFERARLA

BOBLLNEEBAE RS B
MRS AT — B4R ©

2. ZEBBREARBALTANR_ZTRF
TAZARMEN-_F2—-—HFHA=A
[E 2 R RT BRI 2 9F £ AR
S Z R o B R AT BT
RERARHETR - AT ATTEEA RAME A RO RE AR
FEABITRYG ©

B EXPREESN  MERECSAA -
RIZE—RENA=1TH HEEM
ATRARALZ A - AR (BAR
BRRETETARANFAEME) HE
FEFR HAERBEESMPEGISE
XVEPE2 M EIDAME R RA Z
BEmEoR R HEHIEENARE
BT ARRERD P A 5% A
EESES  REXAMEEEMN
BEEAMBEA TR ARENERAKE
AAWBRRAE D RRRFEEME
PIBRATE {8 10% 3k A L #E%s »

BT E
BER-_ZERFRA-_BEBZE
BREE - NQRIRM—IBRERES
BT REETEl]) - MEAR AR
ELGEBERFREERBBEEEZER
SIARER  WERAFEANZES
N HEE) - 4EE - IREEB - WER K
REENTFAERNEEEHERSKES
AEETRAZ 2 BEALT - ZER
ERTEERAZ AR+ FRE™ -
WAZZE—RAFRA-—HER °

—E N R




Corporate Governance and Other Information

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

R IR R AR T B 2 RN AR R AE A
AERL B ITR A REAE
EEREFAHTE XAFR

BRRERMAR B E20% 2 BK
R R AREE B2 A1&TT
- MARARTREGREZ —F11E
BN 20% B I i - B B AR I

AMEAFSMz&E—ANATESR
EREERE - IAAR R ABEE Z EE)

FHET

No. of share options

BREYE
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
2016 period period period 2016 share options of options
(note 1) (note 2)
RZB-AF RZB-AF KRARY
-B-B ~B=tA BREZ RERE
HAGE  RERRE  REAGE  RERXN oL i TkE TEANKRE
(HzE1) (H&E2)
HK$ HK$
BR B
Directors Ez
Mr. Dong Chengzhe gkt 1,275,000 - - - 1,275,000 1.91 NATER
1,500,000 - - - 1,500,000 063 NATER
Mr. Song Wenzhou RS 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 ~ EFEZ 7 BRiE
share options to Directors ~ #(B /)\sF 7,050,000 - - - 7,050,000 - -
Other employees ftER 7,195,000 - - (190,000) 7,005,000 245 NATER
26,300,000 - - (1,400,000 24,900,000 063 NATER
Sub-otalfornumberof  BFEMEEZ
share options to BREYA G
other employees 33,495,000 - - (1,590,000) 31,905,000
Total it 40,545,000 - - (1,590,000 38,955,000
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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 section “Share Option Scheme”
above, at no time during the period ended 30 June 2016
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 Note 27 to the interim
condensed consolidated financial information.
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AUDIT COMMITTEE

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

The audit committee consists of Mr. Wong Chi Keung,
Mr. Bai 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
statements for the six months ended 30 June 2016.

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

As at 30 June 2016, the Group had approximately 1,000
employees, of whom 30 were management personnel.
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 of the Company which will review
them regularly.

The remuneration of an employee consists of basic salary
and performance-based bonus. During the period, the
staff costs of the Group amounted to HK$25.9 million
(2015: HK$23.0 million).

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 six months ended 30 June 2016.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules 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.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the six months ended 30 June 2016 and up to
the latest practicable date prior to the printing of this
interim report.
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