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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN DN

BUSINESS REVIEW

During the first half of 2016, the continued existence of the
unfavorable business climate affecting the global commodity
market and the combination of internal factors such as limited
financial resources affecting Ding He Mining Holdings Limited
(the “Company”) and its Subsidiaries (collectively the “Group”)
to perform effectively. For the six months ended 30 June 2016,
the Group's reportable business segments are namely (i) the
mining of dolomite and manufacture of magnesium ingots; (ii)
extraction and bottling of mineral water; and (iii) exploration for
iron ore, coal and manganese.

Mining of Dolomite and Manufacture of
Magnesium Ingots

The slowdown of the world economy and the depressed prices
for magnesium continued in the first half of 2016. In the face of
the challenges of the keen competition from other
manufacturers and the cost-effectiveness of the operation, the
smelter plant of the Group which situates in the State of Perak,
Malaysia (the “Smelter”) maintained its manufacturing
operation of refining magnesium crown for sale, instead of a full
production line to manufacture magnesium ingots.

The revenue generated for the six months ended 30 June 2016
recorded a decrease of approximately 58.4% to approximately
HK$6,900,000, compared to the six months ended 30 June 2015
of approximately HK$16,600,000.

Extraction of dolomite from the dolomite quarry has been
halted since 2012. There was no dolomite extracted from the
dolomite quarry for the first six months in 2016 (six months
ended 30 June 2015: nil).

In light of the continuous gross losses recorded by the Smelter,
the suspension of its mining activities and the partial operation
of its production line since 2012, the directors (the “Directors”)
of the Company have plan to review on the recoverable amount
of this cash-generating unit at the end of financial year 2016 by
referencing to the full-year market situation of magnesium so
as to revise the cash flow projection for next year and calculate
the value in use of dolomite and manufacture of magnesium
ingots.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 15 June 2006, CVMSB entered into an agreement (the
“Mining Agreement”) with Majuperak Energy Resources Sdn.
Bhd. (“MERSB") (formerly known as Harta Perak Corporation
Sdn. Bhd.), a subsidiary of the Perak State Development
Corporation (“PSDC"), a shareholder of the Company. Pursuant
to the Mining Agreement, CYMSB has been granted, at no initial
cost, an exclusive right to mine and extract magnesium
dolomite from the Dolomite Land for a period of 20 years, with
an option to renew for a further period of 10 years. The Mining
Agreement can be terminated early by the Group by giving one
month’s written notice to MERSB. CVMSB is required to pay
royalties to MERSB based on the volume of dolomite extracted,
subject to a monthly minimum payment (see Note 25(b)). Due to
suspension of its production plant since 2012, CYMSB did not
extract any dolomite from the Dolomite Land during the six
months ended 30 June 2016 and 2015.

Mining activities for this dolomite project had started in 2010
and the amortisation charge relating to the project for the
period is included in “administrative expenses” (six months
ended 30 June 2015: "administrative expenses”) in the
condensed consolidated statement of profit or loss.

Extraction and Bottling of Mineral Water

During the first half of 2016, the investment plan of Victory
Dragon Holdings Limited and its subsidiary, )| 7 e R B R
A A (Long Chuan Shen Long Mineral Water Co. Ltd.) (“Long
Chuan”) in a new production line for sparkling water is still in
abeyance due to the limited cash resources available for the
Group. In view thereof, the postponement of production line
automation and new product line operation had hindered the
sales generated by this business segment. The Company is
negotiating with certain convenient stores, fuel stations and
supermarkets in PRC for the sales of our bottled mineral water.
Long Chuan recorded a turnover of approximately HK$288,000
(six months ended 30 June 2015: approximately HK$291,000)
and gross loss of approximately HK$354,000 (six months ended
30 June 2015: approximately HK$206,000).

At 30 June 2016, the management performed a regular review
and noted that the financial performance of Long Chuan during
the six months ended 30 June 2016 was similar to that during
the same period of last financial year. The Directors have
already examined the discounted cash flow from Long Chuan
and found no significant deterioration as compared to that of
last year. The Company will review the fair value of the assets
of Long Chuan at the end of this year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN DN

There was no impairment loss recognised in the unaudited
condensed consolidated statement of profit or loss for the six
months ended 30 June 2016 (six months ended 30 June 2015:
nil).

Exploration for Iron Ore, Coal and Manganese

The current investment of the Company in Indonesia is the
exploration of manganese resources in Yogyakarta Province
under the non-wholly owned subsidiary, PT. Laksbang
Mediatama (“PTLM").

As disclosed in the previous reports, the operation of PTLM
(including the exploration project) has been suspended since
2012 due to the conflicts between the directors and legal
representative of PTLM. In order to reinstate its operation and
exploration activities, PTLM had applied to the Court in
Yogyakarta for court ruling on the appointment of re-nominated
directors and replacement of legal representative. In
accordance with the legal opinion dated 15 March 2015
obtained from the lawyer of PTLM in Indonesia, the court has
granted judgment on 19 November 2014 principally to stipulate
PTLM to organise an extraordinary general meeting properly.
PTLM is in the process of (i) identifying a legal firm to organise
the extraordinary general meeting in accordance with the
Indonesian laws and (i) identifying suitable candidates with the
appropriate experience and qualification to fill the vacancies as
the legal representative and directors.

As a result of the postponement of the third hearing and
additional time is required to identify suitable candidates to fill
the vacancies, the potential revenue generating from PTLM was
further delayed whereas the estimated future cash inflow
derived from the exploration activities of PTLM was deferred.
The Directors have already examined the discounted cash flow
from the exploration activities of PTLM and found there was no
significant deterioration comparing to that of last year. As at 30
June 2016, the book value of the exploration and evaluation
assets under this business segment is approximately HK$18.77
million. Therefore, the Directors considered that the book value
is close to the fair value of the assets and will review the fair
value of the assets again at the end of this year.
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MANAGEMENT DISCUSSION AND ANALYSIS

As explained in Note 14(c) to the condensed consolidated
interim financial statements, the Group lost contact with the
legal representatives of PT. Laksbang Mediatama (“PTLM") in
prior years and the re-nomination of the legal representatives
has not yet been completed. PTLM holds a production operating
mining permit for manganese in Indonesia. This brought to a
halt to the daily operations and mining activities of PTLM and
might impact the fulfillment of the obligations of PTLM in
respect of its production operation mining permit for
manganese and any other government regulations it would be
subject to. The operations and future profitability of the Group
might be affected by the loss of contact with the PTLM's legal
representatives.

Exploration, Development and Mining Production
Activities

Geological exploration

The Group has one production operation mining permit right for
manganese covering an area of approximately 195 hectares in
Yogyakarta Province, Indonesia.

During the six months ended 30 June 2016, the Group's
geological exploration expenditure amounted to nil (six months
ended 30 June 2015: nil).

Mining of dolomite
As at 30 June 2016, the Group did not extract any dolomite from
the dolomite land. Hence, the accumulated dolomite reserves
identified up to 30 June 2016 remained at 19,970 MT (up to 30
June 2015: 19,970 MT).

The expenditure incurred on dolomite mining production
activities, which was mainly minimum royalty payment, for the
six months ended 30 June 2016 was Nil (six months ended 30
June 2015: approximately HK$383,000).

There were no new contracts and commitments entered into
during the six months ended 30 June 2016 other than those that
were disclosed in the Annual Report 2015.

Iron ore, coal and manganese

During the financial period under review, there were no
development or mining production activities in respect of iron
ore and coal minerals.
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MANAGEMENT DISCUSSION AND ANALYSIS
BRI

There were also no development or mining production activities #Z2 _—Z—/XFEA=THIENEA - ERENEH
in respect of manganese minerals in the six months ended 30 SR M A RB R X - W INERL G TE Y 1T (E(A7 5 3
June 2016 due to the absence of the legal representative in the  sRTRISAEEES) - Eit - AR EEESHN L L AE
operation office in Indonesia. The expenditure incurred inthese (BE—Z—REA=+THIENEA : |) -
activities was therefore nil (six months ended 30 June 2015: nil).

There were no new contracts and commitments entered into  AAFREE T —/~ENA=THIENEA R
during the six months ended 30 June 2016 (six months ended i H AN RAE(BE_S—hE~A=1TH

30 June 2015: nil). WERER &) -

Estimated Proved Reserves EEt A=

The updated mineral reserves of the Group as at 30 June 2016 AEBR -_ZE—NENA=FTBAER-_Z—TAF+—=
and 31 December 2015 were as follows: A=t+—HBZBREREEHUOT :

Reserves Reserves
identified by identified by
JORC standard  JORC standard
(metric (metric
tonnes) as at tonnes) as at
30 June 2016 31 December

Minerals Location Total area proved 2015 proved
R=Z-—RF R=Z-—HF

AA=+H +Z=ZA=t-H

JORC# A A2z JORCHAIREAIZ

HE(AW)KRE HE(AW) KA

Dolomite Lots: HS (D) 13756, PT 13404 13 hectares 19,9700 19,9700
and HS (D) 13757, PT 13405
Mukim: Sungai Siput
District: Kuala Kangsar
State: Perak
Country: Malaysia
HER HE HS (D) 13756, PT 13404 13AE 19,9700 19,9700
M HS (D) 13757, PT 13405
=15 Sungai Siput
& : Kuala Kangsar
M BEM
EES SN
Manganese® Village: Jatimulyo 195 hectares Under Under
Subdistrict:  Girimulyo exploration exploration
Regency: Kulon Progo
Province: Daerah Istimewa Yogyakarta
Country: Indonesia
z0 # Jatimulyo 195 AHE BhiRE iR
pall =g Girimulyo
& : Kulon Progo
#: Daerah Istimewa Yogyakarta
x: Efe
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MANAGEMENT DISCUSSION AND ANALYSIS

Notes:
Q) The average % of Magnesium Oxide (“MgQ0") and Magnesium ("“Mg") are
as follows:

South Hill
(=30
Average % of MgO MgO PTG FH A S L
Average % of Mg MgFTE S E St
North Hill
161l
Average % of MgO MgO FTEFHE D It
Average % of Mg MgETE I E Dt

2 During the six month ended 30 June 2016 and up to the date of this interim
report, the operations in Yogyakarta, Indonesia, had been hampered due
to the failure to contact the legal representative of PT Laksbang
Mediatama.

Outlook

Since the beginning of last year and till the date of this Report,
the Group had strived its best efforts to make strengthen its
financial positions and we have seen dramatic improvements in
the six months ended 30 June 2016; the subsequent completion
of the final repayment of the bank loans in August has finally
made the success of the bank loan restructuring program which
started from the end of 2014.

The completion of the debt restructuring has turned around the
Group's internal business environment from worse to ready for
profit making, the Group is ready to take the next steps in its
business plan, apart from improving the existing businesses ,
resolving past issues to clean up the corporate environment,
we are also keeping eyes open for new business opportunities
in a globalised prospective, these including but not limited to
plans for strategic partnership alliance, business acquisitions,
and investments.
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T

m acs (Imgo ) Rk (TMg ) FriE P E D LI T

Above Ground

Below Ground (30 metres depth)

it # N (30 K3R)
19.17% 18.59%
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Above Ground Below Ground (30 metres depth)

i b # T (30 5K3R)
20.06% 19.10%
12.04% 11.46%
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN DN

FINANCIAL REVIEW

Turnover and Other Revenue

The Group's turnover for the six months ended 30 June 2016
was approximately HK$7,230,000 (six months ended 30 June
2015: approximately HK$16,890,000). The Group received
interest income of HK$281 from money deposited with
approved financial institutions and no rental income from
leasing of drilling machines for the six months ended 30 June
2016 (six months ended 30 June 2015: HK$681). The Group also
recorded gain on loans reduction approximately
HK$192,990,000 (six months ended 30 June 2015: HK$Nil) and
sundry income HK$7,134 (six months ended 30 June 2015:
HK$97,694).

Cost of Sales

Cost of sales of the Group for the six months ended 30 June
2016 amounted to approximately HK$7,040,000 (six months
ended 30 June 2015: approximately HK$26,290,000) which
mainly included staff costs, depreciation and amortisation. The
decrease in the cost of sales was primarily attributable to the
decrease in all components of the cost of sales for a lower
operating volume at the Smelter.

Administrative Expenses

The administrative expenses increased by 123.7% to
approximately HK$29,570,000 in the first half of 2016 from
approximately HK$13,220,000 for the same period of last year.

Net Foreign Exchange Losses

During the period under review, the net losses of approximately
HK$140,000 (six months ended 30 June 2015: approximately
HK$70,000 on foreign exchange mainly represented the net
realised losses on sales receipts net off against payments to
suppliers and creditors in Malaysia and Indonesia.

Looking forward, the Group will be exposed to foreign currency
risk primarily through exposures in sales and purchases that are
denominated in foreign currencies other than the Group's
functional currency (e.g. US Dollars, Ringgit Malaysia, Chinese
Renminbi and Indonesian Rupiah). The Group did not use any
financial instruments for any hedging purposes during the six
months ended 30 June 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

Finance Costs

The Group's finance costs principally consisted of interest of
approximately HK$1,480,000 (six months ended 30 June 2015:
approximately HK$11,460,000) for convertible bonds issued by
the Company, interest expenses of approximately HK$150,000
on loans from third parties (six months ended 30 June 2015:
approximately HK$140,000) and interest on the Group's bank
loans of approximately HK$1,640,000 (six months ended 30 June
2015: approximately HK$15,740,000).

Profit/(Loss) Before Taxation

The Group gain a profit before taxation of approximately
HK$157,810,000 for the six months ended 30 June 2016 (six
months ended 30 June 2015: a loss before taxation of
approximately HK$51,530,000) primarily as a result of gain from
operations of approximately HK$161,120,000 (six months ended
30 June 2015: a result of loss from operations approximately
HK$23,390,000), finance costs of approximately HK$3,310,000
(six months ended 30 June 2015: approximately HK$28,140,000).

Such increase of profit is mainly due to the gain resulted from
final reduced bank loans settlement of approximately HK$193.0
million recognised in the current period. Such gain is one-off
and non-recurring in nature and the Group is expected to have
operational loss regarding that period.

Excluding the gain on loans reduction recognised for the six
months ended 30 June 2016 of HK$192,992,398 (unaudited) (six
months ended 30 June 2015 (unaudited): HK$Nil), the Group
incurred a loss for the period attributable to owners of the
Company of HK$31,998,188 (unaudited) (six months ended 30
June 2015 (unaudited): HK$49,112,954) and, as at 30 June 2016,
the Group's current liabilities exceeded its current assets by
HK$157,125,247 (unaudited) (31 December 2015 (audited):
HK$314,988,278)

Earnings/(Loss) per Share

Earnings per share for the six months ended 30 June 2016
increased to HK2.92 cents (six months ended 30 June 2015: 10SS
per share of HK1.78 cents).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN DN

FINANCIAL POSITION

Convertible Bonds

As at 30 June 2016, the remaining outstanding aggregate
principal amount of convertible bonds of HK$26,000,000 (the
“Matured Bonds") of the Second Tranche Bonds, the Fourth
Tranche Bonds and the Fifth Tranche Bonds following their non-
fully redemptions on 29 December 2014, 4 March 2015 and 22
March 2015, respectively, all the Matured Bonds were remained
in default and immediately due for repayments as at 30 June
2016. The directors of the Company represented that (i) the
Company is currently in the course of arm'’s length negotiations
with the holders of the Matured Bonds in relation to, among
others, the possible extension of the Matured Bonds and other
possible alteration of terms of the Matured Bonds (“Proposed
Alteration”); (ii) as negotiated with the holders of the Matured
Bonds, among them except for two holders are under
settlement arrangement, they have verbally agreed not to
redeem the Matured Bonds until the Proposed Alteration is
confirmed; and (iii) the interest on the Matured Bonds will
continue to be payable by the Company until the date of full
redemption pursuant to the terms of the Matured Bonds. The
interest (including default interest) thereon is HK$1,478,826
charged to the six months ended 30 June 2016. As at the
approval date of the condensed consolidated interim financial
statements, the Proposed Alteration have not been fixed and
confirmed yet.
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MANAGEMENT DISCUSSION AND ANALYSIS

Secured bank loans

As at 30 June 2016, secured bank loans of HK$87,412,588
(unaudited) (31 December 2015 (audited): HK$260,423,032) are
already due for repayment as the Company’s wholly-owned
subsidiary, CVM Magnesium Sdn. Bhd. (“CVMSB") is unable to
fulfill the covenants set out in the facilities agreement. On 26
June 2015, the Group accepted the latest restructuring proposal
offered by Bank Kerjasama Rakyat Malaysia Berhad (“Bank
Rakyat”). Pursuant to which, the total amount owed and
repayable to Bank Rakyat by CVMSB agreed to be reduced to
RM113,040,000 (equivalents to approximately HK$203,932,888)
by means of cash settlements of RM68,040,000 (equivalents to
approximately HK$122,749,414) and redemption of charged
properties for RM45,000,000 (equivalents to approximately
HK$81,183,475). The first cash repayment of RM11,300,000
(equivalents to approximately HK$20,386,073) was settled by
the Group on 2 July 2015 within 7 working days from 26 June
2015 and the remaining balance of RM56,740,000 (equivalents
to approximately HK$102,363,341) was settled by the Group on
30 November 2015 as per the extended settlement deadline.
Upon full repayment of the cash settlements to Bank Rakyat,
CVMSB is entitled to redeem the charged properties for
RM45,000,000 (equivalents to approximately HK$81,183,475).
The redemption shall take place within six months from 26 June
2015 and at the discretion of Bank Rakyat, extend for further six
months if there is a proof of sale provided by CVMSB. An
additional charge calculated at a rate of 3.85% per annum shall
be imposed on the outstanding balance of RM45,000,000
(equivalents to approximately HK$81,183,475) after full
repayment of the above mentioned cash settlements and until
the full redemption payment of the charged properties. On 26
November 2015, Bank Rakyat issued a letter to CVMSB
informing CVMSB that Bank Rakyat has agreed to extend the
charged properties’ redemption until 30 June 2016. Accordingly,
from January 2016 onwards, CVMSB is required to pay a
monthly charge of RM144,375 (equivalent to approximately
HK$260,464) to Bank Rakyat until full settlement of the
redemption payment for the redemption. On 29 June 2016,
Bank Rakyat issued a letter to CVMSB informing CVMSB that
Bank Rakyat agreed to further extend the deadline for the
charged properties’ redemption, together with the monthly
interests due, to on or before 12 July 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBFNWN DN

On 10 August 2016 and 11 August 2016, Bank Rakyat
acknowledged the Group that final settlement of RM45,000,000
(equivalents to approximately HK$87,412,588) for the
redemption of charged properties was received and Bank
Rakyat will proceed with the process of the discharging the
Group's properties in Malaysia pledged as security. Accordingly,
a gain on loans reduction amounted to RM99,352,487
(equivalent to approximately HK$192,992,398) was recognised
in profit or loss during the period.

Liquidity and Financial Resources

Net current liabilities of the Group stood at approximately
HK$157,130,000 as at 30 June 2016 (31 December 2015:
approximately HK$314,990,000). Included in current liabilities
were secured bank loans and finance lease creditors of
approximately HK$87,520,000 (31 December 2015:
approximately HK$260,600,000). These bank loans from Bank
Kerjasama Rakyat Malaysia Berhad (“Bank Rakyat") bears an
interest rate of 8.85% p.a. as at 30 June 2016 (31 December
2015: 8.85% p.a.) based on the floating rate of Bank Rakyat's
base financing rate plus 2% p.a. The Group had a gearing ratio
of approximately positive 1.75 times (which is calculated on the
basis of total finance leases, interest bearing borrowings and
convertible bonds over total equity attributable to owners of the
Company) as at 30 June 2016 (31 December 2015: negative 3.11
times).

At 30 June 2016, the Group has cash and cash equivalents of
HK$4,641,747 (unaudited) (31 December 2015 (audited):
HK$11,964,081) which is insufficient to settle all the current
liabilities, they mainly included accrued salaries of HK$3,369,478
(unaudited) (31 December 2015 (audited): HK$3,189,592)
payables due in the immediate month, accrued interest on
convertible bonds of HK$4,253,881 (unaudited) (31 December
2015 (audited): HK$2,979,773); and committed to contract for of
HK$15,337,464 (unaudited) (31 December 2015 (audited):
HK$14,244,500) in the Group’s capital commitments.

Total equity attributable to owners of the Company was
approximately HK$71,610,000 as at 30 June 2016 which was
increased from deficit of approximately HK$93,840,000 as at 31
December 2015 mainly due to mixed of one-off and non-
recurring gain in current period and huge accumulated losses in
the previous years which have more than offset the balance in
the stockholders’ balance.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Directors have taken and/or will take the following actions
to mitigate the liquidity issues faced by the Group:

i

) the Directors review the Group’s cash position regularly;

(i) on 13 July 2016 and 1 August 2016, the Company
borrowed HK$42,000,000 and HK$50,000,000 respectively
from an independent third party, with interests bearing at
12% and 10% per annum respectively and repayable
within two months after their respective drawdown dates
or within 20 business days after the lender has served the
Company a written notice for immediate repayment. The
Company has also pledged the issued shares of CVMSB
as security for the HK$50,000,000 loan as aforementioned;

(iiy  all the Matured Bonds of the Group were remained in
default and immediately due for repayments as at 30 June
2016. The Group is using their best efforts to (i) arrange to
continue to pay the overdue interests to the bondholders
in due course and (ii) further re-negotiate with
bondholders for the extension of maturity dates and
Proposed Alteration of terms of these convertible bonds;
and

(iv)  the Group has extended its global searching for investors
or strategic partners for the Group’s projects in Hong
Kong, the PRC and the rest of the world.

Capital Expenditure

The carrying amount of the Group’s property, plant and
equipment as at 30 June 2016 increase by 2.11% to
approximately HK$184,860,000 (31 December 2015:
approximately HK$181,040,000) mainly due to foreign exchange
gain during the six months ended 30 June 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBNWND

i

Charge on Assets
The bank loans are granted to the Group’s wholly owned
subsidiary, CYMSB and secured by way of:

(iv)

(Vi)

(vii)

(viii)

(ix)

a legal charge over the land and factory building to be
erected thereon held by CVMSB;

assignment of trade receivables;

a debenture creating fixed and floating legal charge over
all present and future assets of CYMSB excluding the
performance bonds;

assignment of all CVMSB's rights, entitlement and interest
in and to all building contracts, design drawings and other
contracts pertaining to the magnesium ingot project (the
“Project”),

an assignment of all CYMSB rights, benefits and interest
under insurance undertaken by CVMSB as part of its
operations for the Project;

an assignment over the existing revenue accounts
maintained at Bank Rakyat and monies standing to the
credit of the revenue account in favour of the bank, the
revenue account shall be operated solely by the bank;

a first fixed charge/assignment over the retorts of CVMSB;
an assignment over the insurance policies of the retorts

of CVYMSB; and

corporate guarantee by Ding He Mining Holding Limited.

On 10 August 2016 and 11 August 2016, Bank Rakyat
acknowledged the Group that final settlement of RM45,000,000
(equivalents to approximately HK$87,412,588) for the
redemption of charged properties was received and Bank
Rakyat will proceed with the process of discharging the Group’s
properties in Malaysia pledged as security.
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MANAGEMENT DISCUSSION AND ANALYSIS

Human Resources

As at 30 June 2016 the Group had a total of approximately 80
employees (31 December 2015: 80 employees). Total staff costs
(including Directors’ remuneration) for the six months ended 30
June 2016 were approximately HK$13,320,000 (six months
ended 30 June 2015: approximately HK$3,980,000) representing
approximately 36.38% (six months ended 30 June 2015: 9.9%) of
the Group’s total cost of sales and administrative expenses.
Employees are remunerated based on their performance,
experience and industry practice. Bonuses are rewarded based
on individual staff performance and in accordance with the
Group's overall remuneration policies. The Group's
management reviewed the remuneration policies and packages
on a regular basis and had streamlined the workforce during
the first half of this year.
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

BRZREERR

For the six months ended 30 June 2016 #Z —ZF—NFNA=1HI~EA

(Expressed in Hong Kong dollars) (A&t 51/1E)

Turnover
Cost of sales

Gross profit/(loss)

Other revenue

Other net losses

Selling and distribution expenses
Administrative expenses

Profit/(loss) from operations
Finance costs

Profit/(loss) before taxation
Income tax

Profit/(loss) for the period

Attributable to:
Owners of the Company
Non-controlling interests

Profit/(loss) for the period

Earnings/(loss) per share

Basic and diluted

St 4
EM08)

HUA 5
Hib 5 1RF 8

HE R DX

TR

RN (BR)
BEKAK 7(@)

BRBLATER],(B51R) 7
AR 8

FHEF(BE)
U ARG
ZA/NSIE 2SN
FEER
FHEF(BR)
SRERN(BR)

EAR R #E 9
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Six months ended 30 June
BZA~B=1TRHI<EA

2016 2015
—B—REF —ET—hF
HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REER) (REEEZ)
7,230,934 16,894,084
(7,043,276) (26,285,117)
187,658 (9,391,033)
192,999,813 98,375
(144,646) (72,258)
(2,352,119) (798,707)
(29,573,165) (13,224,301)
161,117,541 (23,387,924)
(3,308,754) (28,139,223)
157,808,787 (51,527,147)
157,808,787 (51,527,147)
160,994,210 (49,112,954)
(3,185,423) (2,414,193)
157,808,787 (51,527,147)

2.92 cents il

(1.78 cents{ll)




CONDENSED CONSOLIDATED STATEMENT OF PROHT OR LOSS AND OTHER COMPREHENSNE |NCO|\/|E

For the six months ended 30 June 2016 étif T—NEFENA=FHIENEA
(Expressed in Hong Kong dollars) (LA T 51/1E)

Six months ended 30 June
BEXA=tTHLAEA
2016 2015
—E—REF —E—hF

HK$ HK$

BT BIT
(Unaudited) (Unaudited)
(REEZK) (REEEZ)

Profit/(loss) for the period AEER S (EE) 157,808,787 (51,527,147)

Other comprehensive (loss)/income AHEMSE (FR), KR
for the period

Items that have been reclassified or AL B 18 [ fEEFT 748
may be reclassified subsequently EBmmHEE
to profit or loss:
— Exchange differences on translation of — BEBINEE AR
financial statements of overseas WG RERmIER ZR -
subsidiaries, net of nil tax MBRERIR (4,986,100) 16,448,668
Total comprehensive income/(loss) AEREWE (EE) B85
for the period 152,822,687 (35,078,479)
Attributable to: R AT :
Owners of the Company RATHEE A 157,072,494 (32,997,418)
Non-controlling interests FEIEAR M 2 (4,249,807) (2,081,061)
Total comprehensive income/(loss) AHREWRE(FE) A%
for the period 152,822,687 (35,078,479)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BEE RS E S S

At 30June 2016 R —ZE—NFNNA=+H

(Expressed in Hong Kong dollars) (LA T 31/1E)

Non-current assets
Property, plant and equipment
— Property, plant and equipment
— Interests in leasehold land held for
own use under operating leases
Deposits paid for acquisition of property,
plant and equipment
Goodwill
Exploration and evaluation assets
Mining deposit

Current assets

Trade receivables

Prepayments, deposits and other
receivables

Amount due from a related party

Tax recoverable

Cash and cash equivalents

Current liabilities

Other payables and accruals
Obligations under finance leases
Amount due to a director
Amounts due to related parties
Convertible bonds

Bank loans — secured

uUnsecured loans from third parties

Net current liabilities

Total assets less current liabilities

FRBEE
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HE i
Wi - BB M
REENERE

[k
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Rigie e

RBEE

&Y BR X
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H it FE UL IR
&1 — 2 BE JT FRIR
AU Bl 7 IR
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Note
B

13
14

15

16
19

17
18
19
19
20
21
22

At

30 June
2016
R-ZB—XRE
~NA=1H

HK$

BT
(Unaudited)
(REER)

At
31 December
2015

(Audited)
(&&= Z)

181,009,110 177,870,889
3,851,658 3,173,431
9,646,137 9,866,833

37,085,374 37,399,285
174,825 162,367
231,767,104 228,472,805
273,754 177,489
3,648,056 3,647,537
464,792 475,426
3,531 3,280
4,641,747 11,964,081
9,031,880 16,267,813
38,383,690 37,441,499
108,246 174,814
= 347
2,452,603 2,416,399
26,000,000 29,000,000
87,412,588 260,423,032
11,800,000 1,800,000
166,157,127 331,256,091
(157,125,247)  (314,988,279)
74,641,857 (86,515,473)




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B RAR S Bk &

30 June 2016 R=ZFE—NNFNA=+H
(Expressed in Hong Kong dollars) (LA T 51/1E)

At At

30 June 31 December
2016 2015
R-B—XF R-B—HF

RNA=tH t=A=1—H

HK$ HK$
BT BT
Note (Unaudited) (Audited)
B aE (REER) (Fe&:%z)
Non-current liabilities kRBAE
Obligations under finance leases RhE M E AR 18 - 51,005
Deferred tax liabilities RERIEEE 7,952,143 7,952,143
7,952,143 8,003,148
Net assets/(liabilities) BE(8f) %8 66,689,714 (94,518,621)
capital and reserves BARRR#E
Share capital N 23 1,367,875,301 1,367,875,301
Reserves EE (1,296,260,988) (1,461,719,130)
Total equity/(deficit) attributable to &R T#EE A FEAS
owners of the Company R (FR)#E 71,614,313 (93,843,829)
Non-controlling interests FEEAR i (4,924,599) (674,792)
Total equity/(deficit) % (F18) 88 66,689,714 (94,518,621)
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BEC RSy Fad IR

For the six months ended 30 June 2016 #Z —ZF—NFNA=1HI~EA
(Expressed in Hong Kong dollars) (A&7t 711E)

Attributable to owners of the Company
ANAREARR

Convertible Convertible Share Non-
Share  preference  Exchange Capital  bond equity option Other  Accumulated controlling

capital shares reserve reserve reserve reserve reserve losses Total interests
[543 TRRES
Bx Bik EiGE EAGE BEfRE  BRERRE HfpRf g8 BF  FBREE
HKS HKS HKS ( HKS HKS HS HKS

AT AT BT AT AT AT AT

At lanuary 2015 (audited) RIZ-RE-A-AUEER) 9970234 90500988 3229049 138136 2933186 - %65 (1478600873 (304567073 551408  (299,052987)

Changes in equity for the period: ~ AHB#X25

Loss for the period 1HERE - - - - - - - (49112950)  (49,112.954) 414193 (152.147)
(ther comprehensive income 2 mkE - - 161155% - - - - - 1611553 3B 16448668
Total comprehensive loss for the period  AB2 B BEE - - TI155% - - - - (91295 R9T48 (2081061)  (35078479)

Conversion of convertle preference  EARERELR

shares 90500988 (90,500,988) - - - - - - - - S
At30 Jung 2015 (unaudited) RZ3-1%~A=1A

(FiE%EH) 108021222 - BN 1381% 2933186 S 8ST (TR (L) 3AB05 (34131460)
A1 January 2016 (audied) RE-AE-F-R(EBR) 1367875301 SIS 1381% 7580 - 85T (SETRU5E  (93843809) 674792 (Ga518621)

Changes in equity for the period: ~ AHEREE:
Proftor te perid A - - - - - - S0 M0 BB 1587
Othr comprehensive loss Eh2ERA - - B - - - - - B (os3 (%00

Total comprefensive income for THRENREE

the period - - 3921.716) - - - - 160994210 157072494 (4,249807) 152,822,687
Shae options granted BEUERE - - - - - 8548 - - 83548 - 8385408
Redemptions of convertiolebonds BRI ARES - - - - (492260) - - 192260 - - -
At30 June 2016 (unaucited) RZZ-7ErA=1A

(kEEH) 1367875301 - 624308% 13813% 7,065,940 8,385,648 036527 (14063809%) 71614313 (4924599 66,689,714
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BRGERERER

For the six months ended 30 June 2016 #Z —ZF—NF A=+ HIF 1A
(Expressed in Hong Kong dollars) (A&t 7)/1E)

Six months ended 30 June
BEAA=1tHIAAA

2016 2015
—E—XE —E-hF
HK$ HK$
BT BIT
(Unaudited) (Unaudited)
(REBEZX) (REEEZ)
Operating activities R
Net cash used in operating activities REXBFARS T (12,196,554) (13,506,536)
Investing activities REEK
Decrease in pledged deposits HIRFROR L = 2,735
Interest received EF B 281 681
Net cash generated from REXBEMBRSTHE
investing activities 281 3,416
Financing activities mMEXEK
Capital element of finance lease rentals paid B FARERSHERLH (117,573) (152,906)
Interest on finance lease rentals paid EfBMERERSNTE (4,748) (12,289)
Interest paid ERFLE (2,013,231) (699,323)
Proceeds from unsecured loans from REFE = FEEKRERMEHRIEAE
third parties 10,000,000 42,200,000
Redemptions of convertible bonds EEEEAE S (3,000,000) (3,000,000)
Net cash generated from RMEXBEMEHRSTEHE
financing activities 4,864,448 38,335,482
Net (decrease)/increase in cash RBERBESEEYCRD),
and cash equivalents HnEEE (7,331,825) 24,832,362
Cash and cash equivalents at MRS RRESEEY
beginning of the period 11,964,081 378,935
Effect of foreign exchange rate changes ER& 5 > &% 9,491 (14,249)
cash and cash equivalents at HHRESRASEZEY
end of the period 4,641,747 25,197,048
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R RAAR S B B A R R Y

24

COMPANY INFORMATION

Ding He Mining Holdings Limited (the “Company”) is a
company incorporated and domiciled in Hong Kong. The
address of its registered office is Flat B, 21/F., Neich
Tower, 128 Gloucester Road, Wanchai, Hong Kong. The
address of its principal place of business is 3/F., Wisma
Ho Wah Genting, No. 35, Jalan Maharajalela, 50150 Kuala
Lumpur, Malaysia. The Company’s shares are listed on
the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

The condensed consolidated interim financial statements
of the Company as at and for the six months ended 30
June 2016 comprises the Company and its subsidiaries
(together referred to as the “Group”). The Group is
primarily engaged in the mining of dolomite and
manufacturing and sale of magnesium ingots in the state
of Perak, Malaysia, exploration of mining resources in
Yogyakarta Province in the Republic of Indonesia
(“Indonesia”) and bottling and sale of mineral water in
Guangdong Province in the People’s Republic of China
(the “PRC").

The condensed consolidated interim financial statements
are presented in HK dollars (HK$), unless otherwise stated.

The condensed consolidated interim financial statements
were approved for issue on 31 August 2016.

The condensed consolidated interim financial statements
have not been audited.
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BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

The condensed consolidated interim financial statements
of the Group have been prepared in accordance with
Hong Kong Accounting Standard (“HKAS") 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the "HKICPA") and
applicable disclosure provisions of Appendix 16 to the
Rules Governing the Listing of Securities of the Stock
Exchange (the “Listing Rules”).

The figures in respect of the interim report have been
agreed by Baker Tilly Hong Kong Limited (“Baker Tilly
Hong Kong"), to the amounts set out in the Group's
condensed consolidated interim financial statements for
the six months ended 30 June 2016. As the work
performed by Baker Tilly Hong Kong in this respect did not
constitute an assurance engagement in accordance with
Hong Kong Standards on Auditing, Hong Kong Standards
on Review Engagements or Hong Kong Standards on
Assurance Engagements issued by the HKICPA, Baker Tilly
Hong Kong did not express any assurance on the interim
report.

The financial information relating to the financial year
ended 31 December 2015 that is included in the interim
financial information as comparative information does not
constitute the Group’s annual financial statements
prepared under HKFRSs for that financial year but is
derived from those financial statements. Further
information relating to these annual financial statements
disclosed in accordance with section 436 of the Hong
Kong Companies Ordinance (the "HKCQ") is as follows:

The Company has delivered the financial statements for
the year ended 31 December 2015 to the Registrar of
Companies in accordance with section 662(3) of, and Part
3 of Schedule 6 to, the HKCO.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

Selected explanatory notes are included to explain events
and transactions that are significant to an understanding
of the changes in financial position and performance of
the Group since the last annual consolidated financial
statements as at and for the year ended 31 December
2015. These condensed consolidated interim financial
statements do not include all the information and
disclosures required for the full annual financial
statements prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs") issued by the
HKICPA, and should be read in conjunction with the
Group's annual consolidated financial statements for the
year ended 31 December 2015.

The condensed consolidated interim financial statements
have been prepared under the historical cost convention,
except as otherwise disclosed in below notes.

The preparation of condensed consolidated interim
financial statements requires management to make
judgements, estimates and assumptions that affect
application of accounting policies and the reported
amounts of assets and liabilities, income and expense.
Actual results may differ from these estimates.

In preparing the condensed consolidated interim financial
statements, the significant judgements 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 Group’s annual
consolidated financial statements for the year ended 31
December 2015.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

BASIS OF PREPARATION OF THE

CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

In preparing the condensed consolidated interim financial
statements, the Directors have given careful consideration
to the future liquidity and performance of the Group in
light of the fact that:

(0)

(if)

(iii)

excluding the gain on loans reduction recognised
for the six months ended 30 June 2016 of
HK$192,992,398 (unaudited) (six months ended 30
June 2015 (unaudited): HKS$NIl), the Group incurred a
loss for the period attributable to owners of the
Company of HK$31,998,188 (unaudited) (six months
ended 30 June 2015 (unaudited). HK$49,112,954)
and, as at 30 June 2016, the Group’s current
liabilities exceeded its current assets by
HK$157,125,247 (unaudited) (31 December 2015
(audited): HK$314,988,278);

at 30 June 2016, the Group has cash and cash
equivalents of HK$4,641,747 (unaudited) (31
December 2015 (audited): HK$11,964,081) which is
insufficient to settle all the current liabilities, they
mainly included accrued salaries of HK$3,369,478
(unaudited) (31 December 2015 (audited):
HK$3,189,592) payables due in the immediate
month, accrued interest on convertible bonds of
HK$4,253,881 (unaudited) (31 December 2015
(audited): HK$2,979,773); and committed to contract
for of HK$15,337,464 (unaudited) (31 December
2015 (audited): HK$14,244,500) in the Group's capital
commitments,

as explained in Note 14(a) to the condensed
consolidated interim financial statements, the
production plant in Malaysia was suspended since
the year ended 31 December 2012,

as detailed in Notes 14(b) and 14(c) to the
condensed consolidated interim financial
statements, there were no exploration activities
conducted in the six months ended 30 June 2016 for
coal and manganese. This was because the Group
is trying to reallocate its limited cash resources to
other prospective business segments;

GLEEESE

2

B RIS AR MR

BB PSRN ERE R ()

ERAEHES

RHEIM SRR EEO R

RATEBRFEREZEASE N KRR
BehERHR

(iif)

BRHZE-ZT— A FRNAZTHILANEAR
R E FOR A W 25 192,992,398 7% 7T
(ARER) (BE_E—HFEXA=+
HIEANEA (REEZ) - TET) I
REBREBHANEERNQRES AELE
831,998,188 T (k& #|ix) (HE2 =%
—FHFARA=FTHLENEACRKESE
%) 491129548 L) MERKRZE
—RNFANAZ=ZTH AEERSHEAGR
HR BB EE 157,125,247 76 7T (CRIEEZ)
“E-AF+-A=+—HEEX)
314,988,278 7T)

MRZE—REXNA=1+H KAEEHH
S RIBEHEEWAL601,747 78 T (RE
E) (ZE—RAF+A=+—H(E
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NEERBaE(EZEaEE AR EE
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B4,253 83N B (R&EZ) (ZF—Hh
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BIL) s RAEBEEAEEFRBEEEDR
R #915,337, 464 B L (R E|Z) (=ZF
—EE+ A=+ —B(REHXR):
14,244, 50078 7T)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

)

(Vi)

as explained in Note 14(c) to the condensed
consolidated interim financial statements, the Group
lost contact with the legal representatives of PT.
Laksbang Mediatama (“PTLM") in prior years and
the re-nomination of the legal representatives has
not yet been completed. PTLM holds a production
operating mining permit for manganese in
Indonesia. This brought to a halt to the daily
operations and mining activities of PTLM and might
impact the fulfillment of the obligations of PTLM in
respect of its production operation mining permit
for manganese and any other government
regulations it would be subject to. The operations
and future profitability of the Group might be
affected by the loss of contact with the PTLM's legall
representatives;

as detailed in Note 20(a) to the condensed
consolidated interim financial statements, the
remaining outstanding aggregate principal amount
of convertible bonds of HK$26,000,000 (the
“Matured Bonds") of the Second Tranche Bonds,
the Fourth Tranche Bonds and the Fifth Tranche
Bonds following their non-fully redemptions on 29
December 2014, 4 March 2015 and 22 March 2015,
respectively, all the Matured Bonds were remained
in default and immediately due for repayments as at
30 June 2016. The Directors represented that (i) the
Company is currently in the course of arm’s length
negotiations with the holders of the Matured Bonds
in relation to, among others, the possible extension
of the Matured Bonds and/or other possible
alteration of terms of the Matured Bonds
("Proposed Alteration”); (i) as negotiated with the
holders of the Matured Bonds, among them except
for two holders are under settlement arrangements,
they have verbally agreed not to redeem the
Matured Bonds until the Proposed Alteration is
confirmed; and (iii) the interest on the Matured
Bonds will continue to be payable by the Company
until the date of full redemption pursuant to the
terms of the Matured Bonds. The interest (including
default interest) thereon is HK$1,478,826 charged to
the six months ended 30 June 2016. As at the
approval date of the condensed consolidated
interim financial statements, the Proposed
Alteration have not been fixed and confirmed vet;
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R BAAR & B B R R Y

2 BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

(vii as detailed in Note 21 to the condensed
consolidated interim financial statements, secured
bank loans of HK$87,412,588 (unaudited) (31
December 2015 (audited): HK$260,423,032) are
already due for repayment as the Company’s
wholly-owned subsidiary, CYM Magnesium Sdn.
Bhd. ("CVMSB") is unable to fulfill the covenants set
out in the facilities agreement. On 26 June 2015, the
Group accepted the latest restructuring proposal
offered by Bank Kerjasama Rakyat Malaysia Berhad
("Bank Rakyat”). Pursuant to which, the total
amount owed and repayable to Bank Rakyat by
CVMSB agreed to be reduced to RM113,040,000
(equivalents to approximately HK$203,932,888) by
means of cash settlements of RM68,040,000
(equivalents to approximately HK$122,749,414) and
redemption of charged properties for RM45,000,000
(equivalents to approximately HK$81,183,475). The
first cash repayment of RM11,300,000 (equivalents
to approximately HK$20,386,073) was settled by the
Group on 2 July 2015 within 7 working days from 26
June 2015 and the remaining balance of
RM56,740,000 (equivalents to approximately
HK$102,363,341) was settled by the Group on 30
November 2015 as per the extended settlement
deadline. Upon full repayment of the cash
settlements to Bank Rakyat, CVMSB is entitled to
redeem the charged properties for RM45,000,000
(equivalents to approximately HK$81,183,475). The
redemption shall take place within six months from
26 June 2015 and at the discretion of Bank Rakyat,
extend for further six months if there is a proof of
sale provided by CVYMSB. An additional charge
calculated at a rate of 3.85% per annum shall be
imposed on the outstanding balance of
RM45,000,000 (equivalents to approximately
HK$81,183,475) after full repayment of the above
mentioned cash settlements and until the full
redemption payment of the charged properties. On
26 November 2015, Bank Rakyat issued a letter to
CVMSB informing CVMSB that Bank Rakyat has
agreed to extend the charged properties’
redemption until 30 June 2016. Accordingly, from
January 2016 onwards, CVMSB is required to pay a
monthly charge of RM144,375 (equivalent to
approximately HK$260,464) to Bank Rakyat until full
settlement of the redemption payment for the
redemption. On 29 June 2016, Bank Rakyat issued a
letter to CVMSB informing CVMSB that Bank Rakyat
agreed to further extend the deadline for the
charged properties’ redemption, together with the
monthly interests due, to on or before 12 July 2016;
and

2 MHGATEMBRROELEE )

(vii)

AL S P A SRR M 5E215F
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BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

(viii)

as detailed in Note 26(b) to the condensed
consolidated interim financial statements, the
bondholders of the Matured Bonds may without
further notice institute such proceedings as it may
think fit to enforce repayment of the Matured
Bonds.

The Directors have taken the following actions to mitigate
the liquidity issues faced by the Group:

()

on 10 August 2016 and 11 August 2016, Bank Rakyat
acknowledged the Group that final settlement of
RM45,000,000 (equivalents to approximately
HK$87,412,588) for the redemption of charged
properties was received and Bank Rakyat will
proceed with the process of discharging the Group’s
properties in Malaysia pledged as security.
Accordingly, an one-off non-recurring gain on loans
reduction amounted to RM99,352,487 (equivalent to
approximately HK$192,992,398) was recognised in
profit or loss during the period;

on 13 July 2016 and 1 August 2016, the Company
borrowed HK$42,000,000 and HK$50,000,000
respectively from an independent third party, with
interests bearing at 12% and 10% per annum
respectively and repayable within two months after
their respective drawdown dates or within 20
business days after the lender has served the
Company a written notice for immediate repayment.
The Company has also pledged the issued shares of
CVMSB as security for the HK$50,000,000 loan as
aforementioned;
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BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

(I as detailed in Notes 20(a) and 26(b), all the Matured
Bonds were remained in default and immediately
due for repayments as at 30 June 2016. The Group
is using their best efforts to (i) arrange to continue
to pay the overdue interests to the bondholders in
due course and (ii) further re-negotiate with
bondholders for the extension of maturity dates and
Proposed Alteration of terms of these convertible
bonds; and

(IV) the Group has extended its global searching for
investors or strategic partners for the Group's
projects in Hong Kong, the PRC and the rest of the
world.

The Directors consider that taking into account of the
above, the cash requirements of the Group for the next
twelve months from the end of the reporting period and
the Group's ability to attain future profitable operations in
CVMSB and its indirectly owned subsidiary, 3&)!| 7+ SE#& &
B PBR A F] (Long Chuan Shen Long Mineral Water Co., Ltd.)
(“Long Chuan”) and all existing loans facilities will be
continuously available for the Group's use, the Group will
have sufficient working capital to meet in full their
financial obligations as they fall due for the foreseeable
future. Accordingly, the condensed consolidated interim
financial statements have been prepared on a going
concern basis.

Should the Group be unable to operate as a going
concern, adjustments would have to be made to write
down the value of all assets to their recoverable amounts,
to provide for any further liabilities which might arise and
to reclassify non-current assets and liabilities as current
assets and liabilities, respectively. The effects of these
potential adjustments have not been reflected in the
condensed consolidated interim financial statements.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

R BAAR & B B R R Y

2 MEPESRESPHUBRRNEREE W)

() 3 2 B 5E 20(a) K2 26(b) P FE A - PA E
HEFDBRERLN —F—RFEXA
=TREHENREER AKELER
REN()ERZHABESREAEES
B EAR B B (i) — 2 BB 7358 A 5L
FERBH B R F A SRR E SRR 2
RIERENEN R

(V) ANEEGFELEPE - BEREFREMH
ENEARE2RBEAYEIZEE NS
BERELE o

EERE KEBENLSE  AEEHRRE

HIREREFRRT —EANREFR - &
S B AR B CYMSB M H B M & A mlRe) | 7+
EERARAT (T8I DeEEENEE S -
AR 2MREERBES A FEHRAEED
A% AEREKARHLEESTHEER
ARKRAMERNM B AE - Bt - M8
RATHMBERRNIRSEREEERE -

AR B ER R ERE - AIZAFHAZEAM
WEATEEEEEZERAIKREIGHEE - WHAEE
EMEAE - P REELEE  URBIER
BHEELABDHEF I BRRBEERA
B FBEERAENTEY RE[REE
HI I R MR AR -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
B RAR S P HI B B R 5T

32

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied by the Group in the
condensed consolidated interim financial statements are
consistent with those of the consolidated financial
statements as at and for the year ended 31 December
2015.

The HKICPA has issued a number of new and revised
HKFRSs. For those which are effective for accounting
periods beginning on 1 January 2016, the adoption has no
significant impact on the Group's condensed consolidated
interim financial statements; and for those which are not
yet effective, the Group is in the process of assessing
their impact on the Group’s consolidated financial
Statements.

TURNOVER

Turnover represents the sales value of magnesium ingots
and related materials, and bottled mineral water supplied
to customers. The amount of each significant category of
revenue recognised in turnover during the period is as
follows:

Sales of bottled mineral water SHE R R R K
Sales of magnesium ingots and $HE i MARRE R

related materials

DING HE MINING HOLDINGS LIMITED & fi&£ZERBIRAF

3

FTESHEER

AEERERASETHRYBREAEANEG
ARRER —_FT-RAFT_A=+—HRE
EZALFENGEMBERRARAE -

ARG AGERMMZ AN LEERTE
BB HREER - PR =_F—R"F—A—H
FIE ST M AE RN BB RS ERIM
B ORMREENEARERASS D8
BHRRABEATE  MAHREREMS -
AEELEMEZFENHARESEERMH
WMROTE

BERBHERATP HfREEEEBYRIALE
KBERKOHEEE RBAERREXE
ZEERWABRIEIT

Six months ended 30 June
BEAXA=1tHILAEA

2016 2015
—E-E —E—RF
HK$ HKS$

BT BT
(Unaudited) (Unaudited)
(REBEZ) (REEEZ)
288,060 290,723
6,942,874 16,603,361
7,230,934 16,894,084




NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

5 OTHER REVENUE

Interest income
Gain on loans reduction (Note 21)
Sundry income

6 OTHER NET LOSSES

Net foreign exchange losses

FEMA

EoR et (HaE21)

FETEUA

SN S 1R F R

R BAAR & B B R R Y

5 HflA

Six months ended 30 June
BZ<A=1+HIEAEA

2016 2015
—E—XREF —ET—hF
HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REER) (REEZ)
281 681
192,992,398 -
7,134 97,694
192,999,813 98,375

6 HithEEFHE

Six months ended 30 June
BEXA=1THILEAEA
2016 2015
—EB—XxF ZE—hF

HK$ HK$
BT BT

(Unaudited)
(REBERZ)

(Unaudited)
(REEZ)

(144,646) (72,258)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
B RAR S P HI B B R 5T

7 PROFIT/(LOSS) BEFORE TAXATION 7  BREADEA(EE)
Profit/(loss) before taxation is arrived at after charging: BRBLATEF] () BNk -

Six months ended 30 June
BZEASA=1THILAEA
2016 2015
—EB—xF ZE—hF

HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REEEXR) (REEEZ)

(@) Finance costs: (@) BRERAK :

Interest on bank loans wholly BERAFANEHEE

repayable within 5 years RIERITERFIE 1,642,180 15,735,507
Interest on convertible bonds AR ESHFIE 1,478,826 11,460,817
Interest on unsecured loans from ARAFABHEEN

third parties wholly repayable REFE = ERA

within 5 years EREFE 153,000 142,312
Amortisation of loan transaction costs B 5K AN 5 = 178,104
Finance charges on obligations under REHEAENIMTEER

finance leases 4,748 12,289
Other borrowings costs EMEENA 30,000 610,194

3,308,754 28,139,223

Six months ended 30 June
BZEANA=1+THILAEAR
2016 2015
—E—hHF

HKS

BIT

(Unaudited) (Unaudited)
(REBEX) (REEZ)

(b)  Staff costs (including directors’ (b)) BIRK(BIEE==HH) -
remuneration):
Salaries, wages, bonuses and other e ITE - BAK
benefits HipEH 4,781,047 3,841,245
Share-based payments LARR 1 B EFER 3R 8,385,648 -
Contributions to defined contribution )R E HRGRIRET B3R
retirement plan 150,471 135,219

13,317,166 3,976,464
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R BAAR & B B R R Y

7 PROFIT/(LOSS) BEFORE TAXATION (continued) 7  BRBiATRER(E8) (@)

Six months ended 30 June
BZ<A=1+HIEAEA

2016 2015
—E—REF —ET—hF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REER) (RE&EZ)
(c)  Otheritems: () HMIEE -
Amortisation of interests in leasehold BIECEHERIEAR
land held for own use under THE T H R SN
operating leases 55,026 61,834
Cost of inventories sold # EEFERAE? 7,043,276 26,285,117
Depreciation e 8,470,097 11,529,007
Operating lease charges in respect of: EETYEENKE
MELH
— office equipment — WRERME = 224,744
— office premises — MREME 522,817 180,845
# The cost of inventories sold includes HK$Nil (unaudited) (six months # HETRA  HERBERZABNEEFERATE

T(REER) BE-ZT-—AFAA=ZTHIEAEAGK
EFEZ) £ 12,015,009 7T) TREC AR £ XM EE7(0) 3
BHREFRXZ AR RREOERRDED -

ended 30 June 2015 (unaudited): HK$12,015,009) relating to staff
costs, depreciation and amortisation expenses, which amount is
also included in the respective total amounts disclosed separately
above or in Note 7(b) for each of these types of expenses.

8 INCOME TAX 8 mBH
The Group is subject to income tax on an entity basis on AEBBERNAEE B A A FFMK L K&
profits arising in or derived from the jurisdictions in which EEBERERRTEES BRI S -
members of the Group are domiciled and operated. On WEBEAEHWNIGEHE - ERTIEE  H

the basis stated below, no income tax has been provided EIE-RNERZTE-RAFSNA=ZTHIER
by the Group for the six months ended 30 June 2016 and BR(REEZ)  AEBWEBRFABRHIED
2015 (unaudited). B o

Hong Kong Profits Tax is calculated at 16.5% (six months
ended 30 June 2015: 16.5%) of the estimated assessable
profits for the six months ended 30 June 2016. No
provision for Hong Kong Profits Tax had been made as the
Group did not have assessable profit which is subject to
Hong Kong Profits Tax for the six months ended 30 June
2016 and 2015 (unaudited).

BERENSRIBRBEBEEZE T —RFAA=T
BB/ fE A B b ET RS K12 16.5% (B =
“E-RFRA=ZTHIERER - 16.5%) 5
B -BHREBEE_Z—R"EL_ZT-HFRH
=+t HIEANERCREEZ) AREL EER
Ba FIBHABTANEH  SLELE BT
SHE LR -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R RAAR S B B A R R Y
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INCOME TAX (continued)

Malaysian Income Tax is calculated at 25% (six months
ended 30 June 2015: 25%) of assessable profits for the six
months ended 30 June 2016. No provision for Malaysian
Income Tax had been made as the Group did not have
assessable profit which is subject to Malaysian Income
Tax for the six months ended 30 June 2016 and 2015
(unaudited).

In accordance with the tax laws of Indonesia, companies
engaged in metal, mineral and coal mining are governed
by a particular contract of work and this is used for
computation of the domestic income tax relating to that
contract of work. Since the natural resources located in
Indonesia are still in a preliminary exploration phase, the
management of the Company was unable to ascertain
from the local tax authorities the tax rate that should be
applied to its mining operations for the six months ended
30 June 2016 and 2015. No provision for Indonesian
Income Tax has been made as the Group did not have
assessable profit which is subject to Indonesian Income
Tax for the six months ended 30 June 2016 and 2015
(unaudited).

Under the Law of the PRC on Enterprise Income Tax (the
"EIT Law") and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiary is 25% (six months
ended 30 June 2015: 25%) for the six months ended 30
June 2016. No provision for PRC Enterprise Income Tax
has been made as the Group did not have assessable
profit which is subject to the PRC Income Tax for the six
months ended 30 June 2016 and 2015 (unaudited).

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

At 30 June 2016 and 2015 (unaudited), the Group has not
recognised deferred tax assets in respect of accumulated
tax losses as it is not probable that future taxable profits
against which the losses can be utilised will be available
in the relevant tax jurisdictions. The tax losses do not
expire under current tax legislation except for those
losses made by the PRC subsidiary which will expire
within five years from the year of incurrence. Other
temporary differences are not material.

DING HE MINING HOLDINGS LIMITED SFiE£ZERERA R
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ERADMERIBEBERE_T—~FXA
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HIEAE A CGREEZ) NS B B R s
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TETEREH S -
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A=+HERERCREER) NEEL ERE
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EEMBRIEL B -

REXBEZES((RBEZHS )RR
MBI NEE B A BARE R SR T
BE -

RRERBRE AR T AR R
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RZF-RERZFE-AFAAA=ZTHCRE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

9 EARNINGS/(LOSS) PER SHARE

R BAAR & B B R R Y

9 BRERMN (BHE)

(a) Basic earnings/(loss) per share (@) BREAXERF(FHE)
The calculation of basic earnings per share is based EREXRBIDERBEZEZZT—~F
on the profit attributable to owners of the Company NAZTHIEANERERARESR ARG
of HK$160,994,210 (unaudited) (six months ended 30 i F1160,994,210% T( R & 8 % )
June 2015 (unaudited): loss attributable to owners of (Bz—Z—AF < "A=+H81LAXMAA
the Company of HK$49,112,954) and the weighted (RIEEZ) : XRalEB AEILEE
average number of 5,509,623,921 (unaudited) (30 49,112,954 70 ) & B 17 & @A i
June 2015 (unaudited): 2,751,704,235) ordinary 15 #5,509,623,921 8% ( K #& | #% )
shares in issue during the six months ended 30 June (ZE—RAFANAZ+TH(KREFR)
2016, calculated as follows: 2,751,704,235 %) 5T E AT -
2016 2015
—E-REF —ET—hF
(Unaudited) (Unaudited)
(RESEXR) (REEZ)
Issued ordinary shares at 1 January ~ R—H—HB®BE#E{TE®RKR  5,509,623,921  2,495,451,437
Effect of conversion of convertible BRI T A ST AR ) R 2
preference shares - 256,252,798
Weighted average number of BN A =+ B0 G%
shares at 30 June 98 5,509,623,921  2,751,704,235
(b) Diluted earnings/(loss) per share (b) ERBERR (FHR)

The computation of diluted earnings/(loss) per share
does not assume the conversions/exercises of the
Company’s outstanding convertible bonds and
share options since their conversions/exercises
would have an anti-dilutive effect on the basic
earnings/(loss) per share.

10 INTERIM DIVIDENDS

The Directors do not recommend the payment of dividend

for the six months ended 30 June 2016 and 2015.

FREERT,/(BR) O EI1 B HRR
B ATEARR B M ARE R TR
BEESLBERE LA RES
mTEREHEREART(BER)
EEREEZE

10 HHRKRE
EXVIEERBEZE T —ARFR_T—0
FRA=ZTRERNEARNRE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R RAAR S B B A R R Y

11

38

SEGMENT REPORTING

The Group has identified the reportable segments set out
below. The segment information reported internally to the
Group’s CODM for the purposes of resource allocation
and performance assessment is the same as those
reported in the condensed consolidated interim financial
Statements.

Mining of dolomite  This segment includes trading of
and manufacture magnesium ingots. Currently, the
of magnesium Group's trading activities are mainly
ingots carried out in South America,

Malaysia and China.

Exploration for iron  This segment is engaged in the
ore, coal and exploration for iron ore, coal and
manganese manganese in Indonesia. The

activities carried out in Indonesia
are through indirectly owned

subsidiaries.
Extraction and This segment is engaged in the
bottling of mineral extraction and bottling of mineral
water water in the PRC. The activities

carried out in the PRC are through
an indirectly owned subsidiary.

The accounting policies of the reportable segments are
the same as those used for the preparation of the
condensed consolidated interim financial statements.

DING HE MINING HOLDINGS LIMITED SFiE£ZERERA R
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11 SEGMENT REPORTING (continued)
(@) Segment results, assets and liabilities

For the purpose of assessing segment performance
and allocating resources between segments, the
Group’s CODM monitors the results, assets and
liabilities attributable to each reportable segment on
the following basis:

Segment assets include all non-current assets and
current assets with the exception of pledged
deposits, cash and cash equivalents and other
corporate assets. Segment liabilities include non-
current liabilities and current liabilities with the
exception of liabilities associated with secured bank
loans, convertible bonds, deferred tax liabilities,
unsecured loans from third parties and other
corporate liabilities.

Revenue and expenses are allocated to the
reportable segments with reference to sales
generated by those segments and the expenses
incurred by those segments or which otherwise
arise from depreciation or amortisation of assets
attributable to those segments.

Segment loss represents loss resulted by each
segment without allocation of central administration
costs including interest on bank loans, convertible
bonds and unsecured loans from third parties, and
directors’ emoluments, etc. This is the measure
reported to the Group’s CODM for the purpose of
resource allocation and assessment of segment
performance.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

R BAAR & B B R R Y

11 2HE @)

() PHX£E -BEERERE
AiHEDHRBRESSEHEER
AEENEBEERKEIRUATELEE
TEAEWMOBEMESLE EERE

& :

DHEERBEMANRBEERRBDE
E - ETRREMER  RekBieE
EMAREMBATEE - DEAERRE
FRBEEMADARE  ETEEEE
HIRRITER - ATRRES - BEHIA
BE REF=ZTEEWRERREMR
ARERENRE -

WA KRR TI2ER 2HmD BMELNHE
ERNZED B ARELZED RN
BEFERBHEMEENRAIMOES

ZEAZ|MAEL

D EBEIRIE R D BT E M AR D BCH R
TTHRAAR(BRERITER - ATRERES
EREAF=TEERERONEARE
FHEeF)NEE - LR ERDER
D EBRIBE G A AR B E BE SRR
EFRERFE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
B RAR S P HI B B R 5T

11 SEGMENT REPORTING (continuead) 11 2B\ EE)
(@) Segment results, assets and liabilities (a) PHXEE -BEREEH)
(continued)

Mining of
dolomite and Exploration Extraction
manufacture for of iron ore, and bottling
magnesium coal and of mineral

ingots manganese water
BHEAER  HREER. RERER
REESR KR BRK
HK$ HK$ HK$

AT AT BT

Six months ended 30 June 2016 HE-B-XAE

(unaudited) AA=THLEAER

(REBER)
Reportable segment revenue (Note) 2R BIA () 6,942,874 - 288,060 7,230,934
Segment loss AHEEE (8,536,416) 96,306 (6,204,956) (14,645,066)
Interest income FEWA - - 192 192
Depreciation and amortisation FEREH (7.914,428) (60,844) (324,451) (8,299,723)
Finance costs BERKA (1,646,295) - - (1,646,295)

As at 30 June 2016 (unaudited) RZE-AEAB=1H

(RIEER)
Segment assets PEHEE 176,896,930 18,851,312 34,847,239 230,595,481
Segment liabilities AHEE (5.134,934) (1,565,309) (6,179.997)  (12,880,240)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R BAAR & B B R R Y

11 SEGMENT REPORTING (continued) 11 2B\ EE)
(@) Segment results, assets and liabilities (a) PHXE -BEEREEH)
(continued)

Mining of
dolomite and Exploration Extraction
manufacture of foriron ore, and bottling
magnesium coaland of mineral

ingots manganese water
BRERE - R RES

KR BRK

HKS HKS

BT BT

Six months ended 30 June 2015 HZ-B-1&

(unaudited) AA=THLEAER

(REEER)
Reportable segment revenue (Note) PE G ON(IES) 16,603,361 - 290,723 16,894,084
Segment loss HHER (2,365,898) (211,077) (4,030,476) (6,607 451)
Interest income FISWA 659 - 22 681
Depreciation and amortisation TER#H (10,833,281) (64,381) (614,234)  (11,511,896)
Finance costs BERK (15,922,226) - (1,682) (15,923,908)

As at 31 December 2015 (audited) HR=F-HF+=A

=+-R(8EH)
Segment assets PEHEE 171,965,167 18,400,546 35,878,510 226,244,223
Segment liabilities AHEE (3,321,457)  (1,516,380)  (5,716,965) (10,554,802)
Note: P&E -
Segment revenue reported above represents revenue generated ENERDHBBAEREIMNBEEHRA - HEZT
from external customers. There were no inter-segment sales in the —NERZT-REXNA=THILANEAR L ES BRI
six months ended 30 June 2016 and 2015. £
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11 SEGMENT REPORTING (continued) 11 EHwE @)
(b) Reconciliations of reportable segment (b) AE2HmoIUA - B BERERE
revenue, profit or loss, assets and HY %t BR
liabilities

Six months ended 30 June
BZXA=1+HIEAEA

42

Revenue
Reportable segment revenue

Profit/(loss)
Reportable segment loss
Interest income
Depreciation and amortisation
Finance costs
Other unallocated amounts
— Interest income
— Depreciation and amortisation
— Finance costs
— Others

Consolidated profit/(l0ss)
before taxation

BR(BE)
Qe v
HEHA

IrE M
BB
Hp RN £ 8
— FEMA
—EREH
—REAA
— Hft

BBiRIER A, (B5E)

DING HE MINING HOLDINGS LIMITED S fEXZERER DA

2016 2015
—E—XREF —E—hHF
HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REER) (REEFZ)
7,230,934 16,894,084
(14,645,066) (6,607,451)

192 681
(8,299,723) (11,511,896)
(1,646,295) (15,923,908)
89 -
(225,400) (78,945)
(1,662,459) (12,215,315)
184,287,449 (5,190,313)
157,808,787 (51,527,147)




NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

11 SEGMENT REPORTING (continued)
(b) Reconciliations of reportable segment
revenue, profit or loss, assets and

R BAAR & B B R R Y

11 2E®mE @)
(b) TEHRIBUA - -BER BEREE
KRR (42)

liabilities (continued)

Assets

Reportable segment assets

Unallocated corporate assets:
— Cash and cash equivalents
— Others

Consolidated total assets

Liabilities
Reportable segment liabilities
Unallocated corporate liabilities:
— Bank loans — secured
— Convertible bonds

— Unsecured loans from third parties

— Deferred tax liabilities
— Others

Consolidated total liabilities

At At
30 June 31 December
2016 2015
R-ZB—XRE RZIZT—RF
NA=+H +=-A=+—H
(Unaudited) (Audited)
(REBEZR) (FeH%)
EE
AI2WmoHEE 230,595,481 226,244,223
RABAREE :
— HARELZEY 4,641,747 11,964,081
— Efh 5,561,756 6,532,314
MEREE 240,798,984 244,740,618
=K
AW aE (12,880,240) (10,554,802)
KOBARERE :
— AHEHRITER (87,412,588)  (260,423,032)
— AR ESH (26,000,000) (29,000,000)
— REF=HERBEER (11,800,000) (1,800,000)
— EERIEEE (7,952,143) (7,952,143)
— Efh (28,064,299) (29,529,262)
A EalE (174,109,270)  (339,259,239)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
B RAR S P HI B B R 5T

11 SEGMENT REPORTING (continued) 11 EHwE @)
(c) Geographical information (c) HEER
The following tables set out information about the TREVNEFBONAEERBIBEFH
geographical location of (i) the Group’s revenue WARMAEEDE - BEREH - &
from external customers and (ii) the Group’s 2. WEME - REREEE MRS -
property, plant and equipment, goodwill, deposits DERTEEENRFREZS ([HEEF
paid for acquisition of property, plant, and RBEEDMOMWELEER - BPHH
equipment, exploration and evaluation assets and BUBDRBEINERFIEM®TE 38
mining deposit (“Specified non-current assets”). EERBEENMIBLETIA : (VEE
The geographical location of customers is based on (MBI - BB K& FTEH : Q)
the location at which the goods are delivered. The ErREE(WBEFEEREE) ¥
geographical location of the specific non-current PREEM D4R o

assets is based on: (1) the physical location of the
asset in case of property, plant and equipment; and
(2) the location of the operations to which they are
allocated, in case of intangible assets and goodwill.

South America Asia The PRC Europe Total
R )] 18 ) &3t
Sixmonths ended 30June  Sixmonthsended 30June  Sixmonths ended 30June  Six months ended 30June  Six months ended 30 June
BERA=TALAER EERA=TALAER EERA=TALAER BERA=TALRER HEAASTALKER
2016 015 2016 015 2016 2016 2016

Z§-AE “T-RE ZE-3E “T-RE 0 ZE-AE £ CF-AE jut 23
HKS HKS HKS HKS HKS HKS HKS

B AT AT AT # BT #r AL B
(Unaudited) ~ (Unaudited)  (Unaudited) (Unaudited) audted)  (Unaudited) ) (Unaudited)
(%E8H) ) (REER) (%EEH) (%EER) (%E2H)

Tumover B5E - 16603361 5,226,874 - 288,060 9073 1,716,000 - 123094 1689408

Hong Kong Malaysia Indonesia Total
B EREE A &5t
At30June At31December  At30June At31December er At30June At31December  At30June At31December
2016 5 2016 2016 0 2016 2016 015
RZB-7E R-B-7F RZB-AF RB-AF £ ORIZ3-AE £
ABZTH AB=TH PaY: 1 o i AB=1A AA=TH +-A
HKS$ HKS ( HKS HKS ! HKS HKS
B B # B i B EL k BT BT
(Unaudited) (Unaudited) (Unaudited) ( (Unaudited) (Audited)  (Unaudited) (Audited)
(%E8H) fzr)  (%EER) i (%EER) (%EER) (%E2H)
Specified non-current KeEngEE
assets 689,268 914668 180,064379 175157108 32510724 334738 18502733 18927161 231,767,104 228472805
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R BAAR & B B R R Y

11 SEGMENT REPORTING (continued) 11 2EHwE @)
(d) Information about major customers (d) EHEXEEFNEHR
Revenue from major customers, each of whom REETZEEFMNRA(BRREFEASE
amounted to 10% or more of the Group's total B 4aUr A 10% 3K A H) &I T

revenue, is set out as below:

Six months ended 30 June
BEASA=1+THILAEAR
2016 2015
—E—RE —E—hF

HK$ HK$

BT BT
(Unaudited) (Unaudited)
(RBEX) (REgER)

Customer A BEEA 3,689,400 N/A2 3 F 2

Customer B! EFB 3,253,474  N/A* TEF?

Customer C PO N/A? A58 f 2 14,876,024

! All revenue disclosed above is related to the mining of ! FXBRBEOMBERAERRAE A REERE
dolomite and manufacture of magnesium ingots segment. DEER -

2 The corresponding revenue did not contribute 10% or more 2 TR AME AR R B B AKRIE 10% 30 £ -

of the Group's total revenue.

12 PROPERTY, PLANT AND EQUIPMENT 12 YM%¥ - - BERRXRE

During the six months ended 30 June 2016 and 2015 BHE_ZT—R"FRZZE—RFA=+THL
(unaudited), no property, plant and equipment was NEACREERZ)  ASEW BB -
acquired by the Group. R E R aR s o

No assets were written off during the six months ended HEZZT—A"FR-FT—AF~A=+HL
30 June 2016 and 2015 (unaudited). NER CREERZ) - WREESHEE -
During the six months ended 30 June 2016 and 2015 HEZZ—XR"FRZZE—RFA=+HL
(unaudited), no assets were disposed. NER CREEERZ) UBREEREDLE -
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13 GOODWILL 13 BEmE
HK$
BT
Cost: s
At 1 January 2015 (audited), 31 December 2015 N-ZE—RF—F—B(EE%) -
(audited), 1 January 2016 (audited) and —E-RE+-A=+—H(EHFX)
30 June 2016 (Unaudited) T RF-A-REER K
ZE—REFERNA=STAGREER) 252,803,090
Accumulated impairment losses: ZEHRESSE :
At 1 January 2015 (audited), 31 December 2015 R-ZT—RF—F—A(&EZ) -
(audited), 1 January 2016 (audited) and —ET-FAF+-A=+—H(EZ)
30 June 2016 (unaudited) ZE-RNF-A-HEEZR
—E-REXNAZ=ZTHCREEZ) 252,803,090

Carrying amount:
At 30 June 2016 (unaudited)

At 31 December 2015 (audited)

BRMEE :

RZZE—XRFERA=1TH(REEZ)

RIEB-—RF+-A=+—HEE%R)

14 EXPLORATION AND EVALUATION ASSETS 14 BHERFLEE
2016 2015
=i L
HK$ HK$
BT BT
(Unaudited) (Audited)
(REBEZK) (feEZ)
Cost: R
At 1 January n—A—H 437,456,163 441,911,769
Exchange adjustments VE % (2,579,890) (4,455,606)
At 30 June/31 December RANA=+H/"+=-A=+—H 434,876,273 437,456,163
Accumulated amortisation and Rt EEREE
impairment:
At 1 January n—HA—H 400,056,878 400,251,369
Impairment loss BB - 3,736,391
Exchange adjustments T H (2,265,979) (3,930,882)
At 30 June/31 December RANA=+H/+=-—A=+—8H 397,790,899 400,056,878
Carrying amount: BREE :
At 30 June/31 December WARA=+R/+=ZRA=+—8 37,085,374 37,399,285
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

14 EXPLORATION AND EVALUATION ASSETS
(continued)

(@

CVMSB has undertaken various feasibility studies in
relation to the mining and extraction of dolomite in
Peninsula Malaysia since 2004. On 15 June 2006,
CVMSB entered into an agreement (the “Mining
Agreement”) with Majuperak Energy Resources
Sdn. Bhd. (“MERSB”) (formerly known as Harta
Perak Corporation Sdn. Bhd.), a subsidiary of the
Perak State Development Corporation (“PSDC"), a
shareholder of the Company. Pursuant to the Mining
Agreement, CVMSB has been granted, at no initial
cost, an exclusive right to mine and extract
magnesium dolomite from the Dolomite Land for a
period of 20 years, with an option to renew for a
further period of 10 years. The Mining Agreement
can be terminated early by the Group by giving one
month’s written notice to MERSB. CVMSB is required
to pay royalties to MERSB based on the volume of
dolomite extracted, subject to a monthly minimum
payment (see Note 25(0)). Due to suspension of its
production plant since 2012, CYMSB did not extract
any dolomite from the Dolomite Land during the six
months ended 30 June 2016 and 2015.

Mining activities for this dolomite project had started
in 2010 and the amortisation charge relating to the
project for the period is included in “administrative
expenses” (six months ended 30 June 2015:
“administrative expenses”) in the condensed
consolidated statement of profit or loss.

GLEEESE

B RIS AR MR

14 BHERFHEE@®R)

@)

CVMSBE —ZZ M4 e KB KA
#%ﬁ%&ﬁﬂﬁ*EﬁﬂyﬁTﬂ&
MR- R_EEFEA+HHE
CVMSB E2ZR 22 Tﬂx%@ﬁ*m,ﬁ&,@?")ﬁ%
% (Perak State Development
Corporation) ([PSDC1) #) W B A 7l
Majuperak Energy Resources Sdn. Bhd.
(IMERSBJ) ( A] 7#Harta Perak
Corporation Sdn. Bhd.) 5T 37 #3 ([ £758
W&l o BIBERERZ - CYMSBIEHZA
EAMERARIER TEXRBEEAM
BRARKIENEEAEONEERE - &
HI204F » AlREEH0F - A& E T
7] MERSB # i — & A & [ 8 AR AT 4% L
RiEW = - CVMSBZEREFTIRIIAE A
M 21T A KENFKAMERSB X%
TS (RWFE250) c BE T —RF
F—E—RFEXA=Z+HIENER &
MRCVMSBHIAERFER — T ——F8Y
e E - A BN HEAMIRIEIUE
AREA -

AEHERBEMRKEIBHAE _Z—Z4F

EaeFa - mAMAERIER E’Jﬁ&ﬁﬁﬁ
SRR e BaRe TERFAX (&
B2 -RAFARA=THIEARER 97
B 1) A -
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14 EXPLORATION AND EVALUATION ASSETS
(continued)

48

(o)

PT. Commerce Venture Iron Ore (“PTCV Iron”) and
PT. Commerce Venture Coal (“PTCV Coal”), both
are indirectly held subsidiaries of the Company,
have exploration mining permits in relation to the
mining and extraction of coal, iron ore and
manganese in Indonesia. Both PTCV Iron and PTCV
Coal were disposed to an independent third party
on 3 April 2014 (the “Disposal”).

PTCV Coal holds exploration mining permits for (i)
coal exploration in an area of 10,000 hectares in
Beutong and Tadu Raya Subdistrict, Nagan Raya
Regency, Nanggroe Aceh Darussalam Province of
Indonesia, valid until 7 October 2013 (the “Permit
1"); and (i) manganese exploration in an area of
3,710 hectares in Bakongan Subdistrict, South Aceh
Regency, Nanggroe Aceh Darussalam Province of
Indonesia, valid until 28 January 2014 (the “Permit
2").

PTCV Iron holds exploration mining permits for (i)
coal exploration in an area of 9,825 hectares in
Kuala and Tadu Raya Subdistrict, Nagan Raya
Regency, Nanggroe Aceh Darussalam Province of
Indonesia, valid until 5 March 2014 (the “Permit 3");
and (ii) iron ore exploration in an area of 450
hectares in Pananggalan Subdistrict, Subulussalam
City, Nanggroe Aceh Darussalam Province of
Indonesia, valid until 14 December 2012 (the
“Permit 4”). On 5 September 2013, the relevant
local authorities informed the Group that the Permit
4 could not be extended or renewed due to
environmental issues surrounding the relevant
exploration activities location and the authorities will
reconsider the renewal application if the situation
has improved.

During the year ended 31 December 2013, the
Permit 1, 2 and 4 had expired and Group did not
submit applications to the relevant local authorities
for extension of these permits in the view that the
Group is going to dispose of all its equity interests in
PTCV Coal and PTCV Iron.
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14 BERILEE®)

(0)

N X 7] FE O K B & & PT. Commerce
Venture Iron Ore ([PTCV Iron|) EZPT
Commerce Venture Coal([PTCV Coal )
BEEOERRMZEE K - #8iEA &
i < H) R B B & AT 2 o PTCV Iron &
PTCV Coal¥9 2 A —Z—M4EPM A =H
HET—RBBUE=F(THE]) -

PTCV Coal# & &) & & 7 £% 7F 7] &
A] (i) 74 BN JE Nanggroe Aceh Darussalam
% Nagan Raya [& #) Beutong K Tadu Raya
7@ 10,000 A EEEE =K x #F -
ERHE—T—=F+AtB (1%
& ]): R()R El JENanggroe Aceh
Darussalam4 South Aceh [& #) Bakongan
& 3,710 AHERENE EFEER - AR
22N FE—A -+ N\H(25F™
F) o

PTCV Iron$5 B &) B PR B LR AT AT 28 7
(iy 74 E JE Nanggroe Aceh Darussalam &
Nagan Raya [& 8 Kuala } Tadu Raya 2 [&
9,825 NEMEEH FHRIRER - AR
E-2—WF=AABA(3FEHFTH])
K (i) A EJJE Nanggroe Aceh Darussalam
% Subulussalam ™ Pananggalan %
RASONEEBEREFHBOMER B
HzEe—_ZT——F+_-A+mH(45%EF
AFE]) RZZE—=FNARH " HHE
175 BT MR m AN AN S B 4R A AT FE
RS MRS By [ B2 A IR IR R T
BB IS EE - TA AT SR
BRBRERNENZEBEEERD -

HE-_ZT—=9+_-_A=+—HI#F
B 19 2R RARFF A ELD Ew
R A B i & E R PTCV Coal &
PTCV Iron 8 & #pRs#E + AR& & & R [M4H
a7 BN R R B Rk S AT Al B -



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

14 EXPLORATION AND EVALUATION ASSETS
(continued)

(o)

(continued)

During the six months ended 30 June 2016 and
2015, the Group did not conduct any exploration in
these mines due to its limited cash resources. No
exploration and evaluation costs were capitalised
and no income was derived from these mines
during the six months ended 30 June 2016 and 2015.

PTLM holds a production operation mining permit
for manganese (the “Mining Permit”) in an area of
195 hectares in the Jatimulyo Village, Girimulyo
Subdistrict, Kulon Progo Regency, Daerah Istimewa
Yogyakarta Province, Indonesia (the “Mining
area”). The Mining Permit is used for mining
activities including construction, mining, processing
and refining or smelting as well as hauling and sales
of manganese in the Mining area. The Mining Permit
is valid for a period of 10 years from 24 February
2011 and is capable of being extended for two
further terms of 10 years each at the maximum. In
prior years, PTLM had undertaken various feasibility
studies in relation to the mining of and exploration
for manganese in the Mining area.

R BAAR & B B R R Y

by (&)
HE_Z—XRFR-_Z—AF A=+
BIEAEA BARAEBESERE
PR - B A SR LT A
R-HEZZ—XFE_ZTE—HFA
=+ AEAEA - SR ETAEE
R R 5 PN AN e I 4 EE A AT A
WA o

€) PILMFBREELEFRTAZ ([
BFAER ) W REE195RQE - AR ED
JE Daerah Istimewa Yogyakarta# Kulon
Progol& K9 Girimulyo 7> [& Jatimulyo £ ([ 5%
B MR BDRERBEES 8
ERTEREEE - BRI - BRRBRS0R
PR NGB8 R 380 © FIERFT A BB
AT ——FZAZTHMAEBEFIO0
F o RZBERWMK  BRI10F - R
BEFE  PIIMBETEEERREAK
N ERIG R BRI TIES o
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14 EXPLORATION AND EVALUATION ASSETS
(continued)

50

©

(continued)

No exploration activities were conducted in the
mine as the Group lost contact with the legal
representatives of PTLM in 2012. This brought to a
halt to the daily operations and mining activities of
PTLM and might impact the fulfillment of the
obligations of PTLM in respect of its Mining Permit
and any other government regulations it would be
subject to. During the year ended 31 December
2014, re-nominating the legal representatives
according to the relevant legal requirements of
Indonesia was being undertaken. On 21 August 2014
and 13 October 2014 respectively, PTLM received
warning letters from Trade and Energy Industries of
Resource of Minerals Office Government of Kulon
Progo Regency reminding PTLM to immediate
implement its obligations as the holder of Mining
Permit by submitting the tax form and reporting of
PTLM's status to the relevant Indonesian authority
with the legal representatives’ signatures, not later
than one month from the date of these letters. On
22 September 2014 and 4 November 2014
respectively, the management of the Company
reiterated that it is currently undergoing
management restructuring and therefore all
activities are currently being suspended temporarily
until the management restructuring is completed.
Besides, once the management restructuring has
been completed, PTLM will resume with investment
and other mining activities. Due to previous failure
in calling for extraordinary meetings for appointing
new directors and legal representative to the board
of PTLM, PTLM had applied to the Court in
Yogyakarta for a court ruling on the appointment of
re-nominated directors and replacement of legal
representative. Nevertheless, the third hearing was
further postponed by the court to 30 September
2014. On 19 November 2014, court judgement
stipulated that the holding company of PTLM could
organize an extraordinary general meeting (the
"EGM") of the Company to undergo the
re-nomination of the legal representative. The EGM
and the re-nomination of the legal representative
according to the relevant legal requirement of
Indonesia are still in process as at the approval date
of the condensed consolidated interim financial
statements.
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14 BERILEE®)

©

(%)

RIZZE—ZF  ARAEEEPTIMA
EERRRKREELE - BRI ILETT
WIFEEE - SPTIMA B & &8 KR E
EENPE AE B ARAE - I AT RE R EPTLM
B 1778 8 H BT AT 78 K A fA) H Ath H %
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ENEMBREER EENIRBEENRE -
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14 EXPLORATION AND EVALUATION ASSETS
(continued)

©

(continued)

No exploration and evaluation costs were
capitalised and no income was derived from the
mining of manganese during the six months ended
30 June 2016 and 2015.

Long Chuan holds a mineral water permit (5 & 7K E
JKEF A 3) to extract maximum volume of water up
to 33,000 meter cube per annum in relation to the
Longchuan Spring (the “Water Permit”) from 1
March 2007 to 26 February 2015. The application for
renewal of the Water Permit was submitted in
December 2014 and has been renewed on 1 March
2015. Long Chuan had also been granted in prior
years a mineral water extraction permit (#& 5= 7K £
& #F 7] %) with a right to extract mineral water
in the stipulated mining area for a period from
23 December 2011 to 23 December 2021.
Nonetheless, the statutory required mineral water
registration certificate (% R /K & fit & i &) (the
"Water Registration Certificate”) had expired on
31 December 2012 already and not yet been
renewed up to the approval date of the condensed
consolidated interim financial statements. The main
reason was due to the change in approval
procedures of the State Land Resources Bureau in
Guangzhou since August 2012 whereas the approval
power has been delegated to County Land
Resources Bureau in Guangzhou who has no
relevant experience of how to approve such
licenses or registration certificates. This had caused
a substantial delay in the renewal of the Water
Registration Certificate. Long Chuan had submitted
a renewal application of the Water Registration
Certificate in December 2014 and had passed
through to the intermediate stage of the renewal
process because Long Chuan had received from
County Land Resources Bureau in Guangzhou an
acknowledgement of receipt in writing on
17 December 2014 and a progress confirmation on
15 March 2016 of its renewal application being in
Process.

GLEEESE

B RIS AR MR

14 BMERFILEE®)

©

(%)
BE_Z—RFR-ZE-AFRA=T
BE/NE A - 0 I S AT A B R K A
A1 B A B 3 4 A A AR U

82|15 B 1% R K BUKEF 0] 2% ([ BUKEF AT
#)) ZEE+LF=-A—HE=ZT—H
FZAZHARBEIIEENRERKES
HH 5% 33,0003 5K o EEBUKFFA]
BHHRBEN _ZT—HNF+ AR
WER-—E—RAF=A—HEZE- &
JNF BT FE INVER TR KERED ]
BUARBEBZE—F+ZAZ+=-HR
E-E-—F+-_A-+=ZAI-BHEE
15 E PR R M ERIE SR K o 2T - FT/E
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W BRERBSRE R SRR AR
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14 EXPLORATION AND EVALUATION ASSETS
(continued)

52

(d)

(continued)

The Longchuan Spring is situated at Damiao Village
Longmu Town Longchuan County Heyuan City
Cu R BE )| SR 3E THEE K BIFY), the PRC, with an
aggregate mining area of approximately 0.3956 km?2.
It is well connected with the source of the East River
(Dongjiang) which supplies fresh water to Hong
Kong and parts of Guangdong Province. The
Longchuan Spring is protected by a protection zone
of 30 km in radius with no significant industrial
pollution source within a radius of up to 50 km.
Longchuan Spring contains six of the eight
prescribed minerals in sufficient quantity to quality,
including free carbon dioxide.

According to the technical report prepared by
&R J it TR2 %072 7] (unofficially translated
as Guangdong Province Geological Engineering
Consulting Firm) in July 2003, the Longchuan Spring
provides about 270,000 tons of minerals water
annually and the water contains significant amounts
of minerals including potassium, sodium, calcium,
magnesium, lithium, strontium and zinc.

Taking into consideration the performance of the
mine which recorded sustained operating losses
and unable to generate positive cash flow from the
date of acquisition in April 2012 to 30 June 2016, the
business operated by Long Chuan is not
commercially viable, as a result, the mineral water
extraction permit had not been reclassified to an
intangible asset.
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15 TRADE RECEIVABLES 15 BWERR

At At

30 June 31 December
2016 2015
R=ZB—RE RZZT—1F

ARA=+H +-A=+—H

HK$ HK$

BT BT

(Unaudited) (Audited)

(REER) (fE2%)

Trade receivables FEUAR X 273,754 177,489
All of the trade receivables are expected to be recovered FrA AR SR TEER i A — Ul el -

within one year.

(@) Ageing analysis (@) BRI
An ageing analysis of trade receivables, based on BIEEZERANEWREFRERTH
the invoice date, is as follows: i

At At

30 June 31 December
2016 2015
RZB—XRE RKZZE—1F

ANA=+H +t-—A=+—H

HK$ HK$

BT BIT

(Unaudited) (Audited)

(REBEZR) (FeE%)

Current, neither past due nor impaired BDE7 - 3t f38 HA sl i (B 18,364 49,428

Less than 1 month past due wH DR —E A = -

1 month to 2 months past due w1 H—(E A = /ME A 38,595 -
More than 2 months but less than BB M E AR D

12 months past due R+=@A 65,806 16,936

Over 12 months past due wHARRE+ — @A 150,989 111,125

Amounts past due BHIS R 255,390 128,061

Total wEt 273,754 177,489
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15 TRADE RECEIVABLES (continued)

54

(@)

(b)

Ageing analysis (continued)

Trade receivables derived from sales of magnesium
ingots are due within 14 days (unaudited)
(31 December 2015 (audited): 14 days) from the date
of the bill of lading for exports sales or date of
invoice for local sales. Other than that the Group
has a policy of allowing customers for domestic
trading and distribution in the PRC with credit terms
or normally cash on delivery.

Receivables that were neither past due nor impaired
related to independent customers that have a good
track record with the Group. Based on past
experience, the Directors believed that no
impairment allowance was necessary in respect of
these balances as there had not been a significant
change in credit quality and the balances were still
considered fully recoverable. The Group does not
hold any collateral over these balances.

At 30 June 2016, none of trade receivables
(unaudited) (31 December 2015 (audited): HKS$Nil)
were pledged as security for banking facilities
granted to the Group.

DING HE MINING HOLDINGS LIMITED SFiE£ZERERA R

15 BRI (&)

(@

(b)

I

AR 0 AT (48)

KA HESEENRBURT B H A EER
R B H HAS A $H O B SR A HTE A 14
B(REEZ)(ZE—RAF+=A
=t—B(&=E%) 148)REH - k&
L BASN - AN B A UK AT (R A AR B K 3t
BEEMDHNEPREAGES  s— &
NEBN R ETRS

I A SR E 2 RUWGKIR R AR B A
RFEERBCBIYEFPAR - RIEB
HEER - EFME HUFEREBAE
HEERS  RAREEERTEEX
2% BARMERIDKERT 2K
[B] o NS B30 S b F AR B (T K
Han e

RIZE—XRFRA=TH  TEENE
FRgER) (ZE—HF+ A
=t+—B(&#F%)  TATL)ETEM -
ERBSR TASBERITRENER S -
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R BAAR & B B R R Y

16 PREPAYMENTS, DEPOSITS AND OTHER 16 FBERNFIE  RERHEMEWRIE
RECEIVABLES

At At

30 June 31 December
2016 2015
R-ZZE—RFE RZZE—1F

AA=+tH +t—A=t—H

HK$ HKS
BT BT
(Unaudited) (Audited)
(REEX) (BE2)
Other receivables EH At fEU FRIE 2,447,585 2,062,576
Advance payment to a contractor B — BB EEBR
(Note (a)) (Mi5E (a) 13,048,722 13,767,479
Prepayments for raw materials and JRE R B A TR R IR
machinery (Note (b)) (MH5E (b)) 592,817 625,470
Deposits and prepayments e RIEM KB 1,200,471 1,584,961
17,289,595 18,040,486
Less: Impairment losses B ORERE
— advance payment to a contractor — R ZEABEER
(Note (a)) (Ff&E (@) (13,048,722) (13,767,479)
— prepayments for raw materials — R R MR BV TR RRIE
and machinery (Note (b)) (B3E (b)) (592,817) (625,470)
3,648,056 3,647,537
Apart from certain of the Group's deposits and BAREBN -_ZE—ANENA=ZTHEHHNETR
prepayments of HK$562,058 as at 30 June 2016 4 RIER ZIE 562,058 8 7T (R EE) (=T
(unaudited) (31 December 2015 (audited): HK$438,834), —TRE+-A=+—8(&FE%) : 438,834
the remaining prepayments, deposits and other VO FEEAEERHATENZIE - B4R
receivables of the Group are expected to be recovered or Hip el m s n —E R @ s iR AR o

recognised as expenses within one year.

(@ In prior years, the Group advanced a total of @ RBEEE AEEHSEAGAES
HK$13,048,722 (unaudited) (31 December 2015 HEMENRE TIZA — & &6 2ot
(audited): HK$13,767,479) to a contractor for A 4130487228 70 (R EEHZ) (=
ratification works in the production plant of —FF+-_B=Z+—H(E&=E»):
magnesium ingots in Malaysia. This contractor was 13,767,479 T0) c ZHEBHN T
put under creditor’s winding up in 2012. The Group's — CEREREAERE AEBETIEELT
management assessed the recoverability of these FUEHEATHRe TS WO R
advances was remote and had made a full provision E-NEXA=FTAR-E-HE+—
against them as at 30 June 2016 and 31 December A=+ —B{EL 2 HEE -

2015.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
B RAR S P HI B B R 5T

16 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continuead)

()

In prior years, the Group had made prepayments of
HK$592,817 (unaudited) (31 December 2015
(audited): HK$625,470) to an entity for purchase of
raw materials and machinery. No goods and/or
machinery have been received by the Group from
that entity in settlement of the prepayments made.
The Group’'s management assessed the
recoverability of these prepayments was remote
after suspension of the production plant in Malaysia,
and thus a full provision against them had been
made as at 30 June 2016 and 31 December 2015.

17 OTHER PAYABLES AND ACCRUALS

16 FEMARIE  RERHMBYRE @)

(0)

RBAFE  NEBMEE R R#EER
— A E B TR 518 592,817 B 7T (R&&L
EZ)(ZE—hAF+_A=1+—H (K=
1) 1 625,470787T) ° AEEWEEEZE
EREMTINNEMRENTIRNE R
R/ shihss o AEEERET TN ERA
THEEMELEEERIE L ETERNK
ERHEEMN  MER-_ZT—XEXA
=+ AEKZE—RAFF+ZA=+—HH
PR -

17 HEtbEARERETER

At At

30 June 31 December

2016 2015

RZZB—XRF RZZT—HF

ANA=tH +t=—HA=+—8H

HK$ HK$

BT BIT

(Unaudited) (Audited)

(REER) (F&H%)

Accrued interest on bank loans IRITE BT B 841,346 -
Accrued interest on convertible bonds Al (E A TR B 4,253,881 2,979,773
Accrued salaries EstE e 3,369,478 3,189,592
Other payables and accrued expenses EM A RIERER X 29,918,985 31,272,134
38,383,690 37,441,499

7
oy

TEH Ll A B FE AN SRR B Y — F 4B SR
RN - AR EREEE -

i

All of the above payables are expected to be settled or
recognised as income within one year, or are repayable
on demand.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R BAAR & B B R R Y

18 OBLIGATIONS UNDER FINANCE LEASES 18 mEHEHRIE
At 30 June 2016, the Group had obligations under finance RZE—RFAA=TH FNEENEEERE
leases repayable as follows: THEAENT -
At 30 June 2016 At 31 December 2015
R-ZZ-REXA=TH R=ZE-AF+=-A=+—A
Present value Present value
of the Total of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments
REHRE EERE =EHEE :
RHRE FHaE R E
HK$ HK$ HKS
BT BT BT
(Unaudited) (Unaudited) (Audited) (Audited)
(REBER) (REER) (&%) (&%)
Within 1 year —FER 108,246 111,745 174,814 181,403
After 1year but within 2 years —ERERMER - - 51,005 52171
After 2 years but within 5 years WEGRBRER S - - -
- - 51,005 52,171
108,246 111,745 225,819 233,574
Less: total future interest expenses i : AR BRI L% (3,499) (7,755)
Present value of lease obligations HEAERE

The policies of the Group are to lease certain of its motor
vehicles and furniture and fittings under finance leases
expiring in 1 year (unaudited) (31 December 2015
(audited): 1-2 years). As at 30 June 2016, the effective
borrowing rates of the Group was 3.68% p.a. (unaudited)
(31 December 2015 (audited): a range from 1.8% p.a. to
3.68% p.a.). Interest rates are fixed at the contract dates
and thus expose the Group to fair value interest rate risk.
All leases are on a fixed repayment basis and no
arrangements have been entered into for contingent
rental payments. At the end of each lease term, the Group
has an option to purchase the motor vehicles and
furniture and fittings at nominal prices.

108,246 225,819

AEBOBREEREREMEHAEETAE
UREMEEE  FHAE—F(REER) (ZF
—hAE+-_A=+—BH(EER): —FEW
F) RZT—RNENA=ZTH  RNEBEHHE
EFHNER3.68% (KREEZ) (ZTE—hF+=
B=Z+—A(EEFEZ) : N TF1.8%ZE3.68%) ° F
RIFAWBHETE - Bt - AEEAZAFET
KRR - MERNRETEREEET BT E
RAARHEMRET L LHE - REHEHKR - A&
Er R IERLRERBE TEURERMRESR -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
B RAR S P HI B B R 5T

19 AMOUNT(S) DUE FROM/(TO) A DIRECTOR 19 EBW (BN —RESREBESRE
AND RELATED PARTIES

At At

30 June 31 December
2016 2015
R-B—XRE RZZ—HF

AA=+tH +t—A=t—H

HK$ HK$
BT BT
(Unaudited) (Audited)
(REBER) (EZ)
Trading account BHHRP (2,452,603) (2,416,399)
Current account (eSS 464,792 475,079
(1,987,811) (1,941,320)
Classified as: DR
Amounts due from a related party eI — A R A
(Note 27(b)) (FF5E27(0)) 464,792 475,426
Amount due to a director (Note 27(c)) JEA— %2 S 30E (K 27(0)) - (347)
Amounts due to related parties FE(HREE TS 5B
(Note 27(d)) (FF5E27(d)) (2,452,603) (2,416,399)
(2,452,603) (2,416,746)
Total AT (1,987,811) (1,941,320)
The amounts due are unsecured, interest-free and have B2 SR Ry AT~ oo B H R A o

no fixed terms of repayment.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

20 CONVERTIBLE BONDS

@

On 1 September 2011, the Company entered into a
placing agreement with a placing agent, Cheong Lee
Securities Limited for the issue of convertible bonds
with maturity period of eight months to three years
from the date of issue for an aggregate principal
amount of HK$80,000,000. The convertible bonds
bear interest at 10% p.a. payable annually and are
unsecured. As at the end of the reporting period,
the remaining outstanding aggregate principal
amount of convertible bonds being available was
HK$26,000,000 (unaudited) (31 December 2015
(audited): HK$29,000,000).

The bondholders at any time before maturity can
convert the whole or part of the principal amount of
the convertible bonds into ordinary shares of the
Company at the conversion price of HK$0.10 per
share. As a result of the share consolidation in July
2013, the conversion price of outstanding
convertible bonds of the Company was adjusted
from HK$0.10 per share to HK$0.40 per share with
effect on 29 July 2013.

Upon maturity any unredeemed and unconverted
bonds will be redeemed at par value of the
outstanding principal amount in cash.

The convertible bonds may be early redeemed at
par value of the outstanding principal amount of the
bond at any time at the option of the Company up
to maturity provided that the Company has given
not less than 7 business days’ prior notice to the
bondholder(s) of its intention to make that
redemption.

R BAAR & B B R R Y

20 AHRES
@ R-T——FNAA—B ARRERE
REENBFARARGLEE HE -
WA B %172 4258 80,000,000 7T
MR ARES - ARRESFERTAS
BAEAZ=FRZH - JRREHFR
FMEI0% B EEM - FEAEGF
it RBERAR AAHBHRHA
BEEFHTHRKERERNSRER
26,000,000/ 7T (RE&E#EZ) (ZE—h1F
TZA=+—REFEZ) : 29,000,000

BIT)

BEHFRB AR B RS E %S
B 01078 7T WA (B 5 2 B0 s &F 40 AT 2
BEFOAR S RERKA R AN E B
o R ZFE—=ZF L AETHORNE
Bf - RRBHEARE R A BRI (E 7RI
BREBRFR0I10BTHBEZEM0.40E
TR IE-=FELA T AREN-

TR R MR E R EF SN 2 &
MRS RABEANSROEERED

ARBRESAIRARRERE  RERE
HARIEEMNRERESKMEERNESHE
MHEERFED  HEARBARHKTE
FREATIR7ELXANELBHA
FNEABETHRED -
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20 CONVERTIBLE BONDS (continued)

60

@)

(continued)

The original maturity date of the five principal
amounts (out of which 2 principal amounts were
redeemed in prior years) of remaining outstanding
convertible bonds of HK$Nil (the “First Tranche
Bonds”), HK$12,000,000 (the “Second Tranche
Bonds”), HKS$Nil (the “Third Tranche Bonds”),
HK$10,000,000 (the “Fourth Tranche Bonds") and
HK$4,000,000 (the “Fifth Tranche Bonds") is 1
December 2014, 29 December 2014, 9 January 2015,
4 March 2015 and 22 March 2015 respectively. The
above remaining outstanding aggregate principal
amount of HK$26,000,000 is collectively referred to
as the "Matured Bonds". As at 30 June 2016, all
the Matured Bonds were remained in default and
immediately due for repayments. The Directors
represented that (i) the Company is currently in the
course of arm’s length negotiations with the holders
of the Matured bonds in relation to the Proposed
Alteration; (i) as negotiated with the holders of the
Matured Bonds, among them except for two holders
are under settlement arrangements, they have
verbally agreed not to redeem the Matured Bonds
until the Proposed Alteration is confirmed; and (iii)
the interest on the Matured Bonds will continue to
be payable by the Company until the date of full
redemption pursuant to the terms of the Matured
Bonds. As at the approval date of the condensed
consolidated interim financial statements, the
Proposed Alteration of the Matured Bonds have not
been fixed and confirmed yet.

DING HE MINING HOLDINGS LIMITED SFiE£ZERERA R

20 mAHERES @)

@)

(%)
KeBEOAATET(E—HESR]) -
12,000,0008 C([FE=#H@EH ) - T8
([ =# &% 1) 10,000,000 T
([ 55 Mk & % |) % 4,000,000 7T ([ 5
EHESHFD A (Ed  ERUHER
BEFEER) &R T M RS A A] A%
BEHEZRRBHFBEHA AT —WOF
+=—A—H -ZE—WF+=-A=1+AN
B - —E—RF—ANH - —_E—AF
AR -E—RFE=A=-_+=-H-
bl T i o (B8 AR & #8258 26,000,000 75
L A TAMES ] R —RF
NAZTH - TERIBESDERER
BARMBIENER - EEXRT~ ()4AA
RIEHEIEESEE ARBRRIE ST
NEER: (VR BAEFFEAES
% BE o BREETHETHMRESS
BAN HEOBEREREZENER
AINEREHIGES R (i) RBEZIEES
1G58 ANABIERBHED B B #E
SR ERE SN B - FAESRAZ S EIAt
BRI AEDR  ZESRBESH 2 EF
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

20 CONVERTIBLE BONDS (continued)

@)

(continued)
At 30 June 2016, convertible bonds are due for
repayment as follows:

Already past due or within 1 year

The interest charged for the six months ended 30
June 2016 is calculated by applying an effective
interest rate with a range from 17.62% p.a. to
33.73% p.a. (unaudited) (30 June 2015 (unaudited): a
range from 17.54% p.a. t0 33.73% p.a.) to the liability
component for the number of days to the end of the
reporting period since the bonds were issued.

Eafk—FRA

R BAAR & B B R R Y

ARRES &)

@ (&)
R-TB—XNEXNA=1TH  AHRRES
LA T HIR 2 BB E

20

At At

30 June 31 December
2016 2015
R-B—XRE RZZ—HF
+=—A=+—8H
HKS

BT

(Audited)
(F&E%)

~NA=1H
HK$

BT
(Unaudited)
(REER)

26,000,000 29,000,000

BE_ZT—RFRA=ZTHLEREAHN
MESH BN FAERD 17.62% =
B3 (AEEZ)(ZF—AF KA
ZTRACREERZ): N FI1UHMRE
3373%) K BRFFIX - REFEITE
ERERRIEMREGTE -
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20 CONVERTIBLE BONDS (continued) 20 TBRRES @)
(@  (continued) @@ (&)
The net proceeds received from the issuance of the BT MRESERIAFEE N AA
convertible bonds have been split into the liability By RS BOHIAT ¢

and equity components, as follows:

First Second Third Fourth Fifth
Tranche Tranche Tranche Tranche Tranche
Bonds Bonds Bonds Bonds Bonds

S-#EE FoHEZ FSHEEF ZORESR  FIMES
HKS HKS HKS HKS HKS
AL AL AL AL AL

At1January 2015 (audited)  R=F-RE-F-8

(EER) 26,000,000 17,000,000 1091609 10,657,809 17987860 82,561,759

Interest charged AL - - 83910 342,191 712,140 1,138,241

Interest paid BRFE - - (1,000,000 (1,000,000 (1,700,000  (3,700,000)
Redemptions of convertible BRI A #RES

honds (26,000,000)  (5,000,000)  (10,000,000) - (10,000,000)  (51,000,000)

Liability component as at WZZE-1F
31December 2015 (audited)  +ZA=t—E#H&E
B (EER) - 12,000,000 - 10,000,000 7,000,000 29,000,000

At1January 2016 (audited)  R=F—7~F—-E—H
(E£7) - 12,000,000 - 10,000,000 7,000,000 29,000,000
Redemptions of convertible BRI A#RES
bonds - - - - (3,000,000) (3,000,000)

Liability component as at i S
30 June 2016 (unaudited) ~NAZTER
BEDA(REER) - 12,000,000 - 10,000,000 4,000,000 26,000,000
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20 CONVERTIBLE BONDS (continued)

(0)

In 2012, the Company issued convertible bonds with
maturity date on the fifth anniversary of the date of
issue (i.e. 17 April 2017) for an aggregate principal
amount of HK$106,840,000 as part consideration for
the acquisition of Victory Dragon Group in 2012. The
convertible bonds bear interest at 5% p.a. payable
annually and are unsecured.

The bondholder of the convertible bonds at any time
before maturity can convert the whole or part of the
principal amount of the convertible bonds in whole
multiples of HK$1,000,000 into ordinary shares of
the Company at a fixed conversion price of
HK$0.126 per share. As a result of the share
consolidation in July 2013, the conversion price of
outstanding convertible bonds of the Company was
adjusted from HK$0.126 per share to HK$0.504 per
share with effect on 29 July 2013.

Upon maturity any unredeemed and unconverted
bonds will be redeemed at par value of the
outstanding principal amount in cash.

The Company may at any time before the original
maturity date early redeem the convertible bonds.

On 15 January 2013, the convertible bonds in the
principal amount of HK$43,840,000 were converted
into 347,936,507 ordinary shares of the Company at
HK$0.025 each.

Pursuant to an agreement signed for acquisition of
51% of the issued share capital of Victory Dragon
Group, Voice Key Group Limited (the “First
Vendor”) and the guarantor, Mr. Chu Yuk Lung (the
“Guarantor”) irrevocably warrants and guarantees
to the Group that the audited consolidated net profit
after tax and any extraordinary and exceptional
items (the "Audited Profit”) of Victory Dragon
Group will not be less than RMB30,000,000 (the
“Guaranteed Profit") for the period of twelve
months commencing from the date of completion
of the acquisition (the “Guaranteed Period").

R BAAR & B B R R Y

20 TBRRES @)
by MZE—Z—F ARRBTLALET
106,840,000 8 LRI AR E S - 1EAR
ZE——FREYEERZBHNRE -
AR ESNEIE AT EPRES
(I =ZZ—+tFMA++tH) - JBRRE
HFIREFES%TE REEFT - FIBA
BEIH o

AR ESEE A AT R B HA AT A (AT b5
MR FR0126B T EE R E G2
BR sk BF ) A4 58 4 1,000,000 78 7T 2 B
A R R EF SR AR QT L @A o
HMRE—_T—=F+AETRHAH
RNE M ARERAO AR R ESDIRRE
BE-ZEZ—=F+tA-tHhBERETR
0.126 B TLABEFIX0.504 T -

EfRRIE R KRB R ESSR B HR
MRS AREERSHOEEREL -

AN A AL R 46 2 B AT BE A AR AR [
ABARES -

RZE—=F—A+HAB A2¥EAE
43,840,000/ T 2 A AR (G5 EE R
7#347,936,507 I8 B X E {H0.025 78 7T 2
AFEBAL o

RIE W EI EEE D TR AR 51%
Mm% 5] 2 #:% + Voice Key Group Limited
([E—BAF D RERARARELE(E
BRA D) 7] BUEH b R AN R B R GRE R IR
R FBEEE B TAUIE R AR 121/
FEIR ([RBHE ) 2 BB M AR ok K
FEEBERBNLCERGEAN (BT
BB ) #5 DR AR 30,000,000 7T
([RFHEF]) -
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20 CONVERTIBLE BONDS (continued)

64

(0)

(continued)

If the Guaranteed Profit is not achieved for the
Guaranteed Period, the Group will be entitled to
deduct from the outstanding principal amount of
the convertible bonds on a dollar for dollar basis
which is equivalent to the difference between the
Audited Profit and Guaranteed Profit. If Victory
Dragon Group record a consolidated net loss after
tax and any extraordinary and exceptional items for
the Guarantee Period, the Group will be entitled to
deduct from the outstanding principal amount of
the convertible bonds which is equivalent to an
amount of the summation of the loss and the
Guaranteed Profit provided that the maximum
compensation amount shall not exceed
HK$50,000,000.

The First Vendor (i.e. the bondholder) agrees that
unless and until the delivery of the consolidated
audited financial statements of Victory Dragon
Group for the Guarantee Period showing that the
Guaranteed Profit has been fulfilled, it will not
convert, transfer or dispose of the convertible bonds
such that the outstanding principal amount of the
convertible bonds shall be less than HK$50,000,000
or otherwise cause the outstanding principal
amount of the convertible bonds below
HK$50,000,000.

On 30 August 2013, the Directors announced the
audited financial statements of Victory Dragon
Group for the Guarantee Period showed a net loss
after tax and any extraordinary and exceptional
items of HK$8,228,917. Based on the exchange rate
at that time, the Guaranteed Profit was
HK$38,090,401 (equivalent to RMB30,000,000), and
hence, the actual shortfall between the audited net
loss and the Guaranteed Profit was HK$46,319,318.
As such on 16 October 2013, the convertible bonds
in the principal amount of HK$46,319,318 was
cancelled and deducted.

During the year ended 31 December 2015, all the
outstanding principal amount of convertible bonds
in relation to the Victory Dragon Group was
redeemed.
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20 mAHERES @)

()

(%)

AR E IR RBEEBURE N - AL
B ARRSERSEEGTRRES
MAREEASETNRASREERL
MERBREMNZENERE - HelERE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

20 CONVERTIBLE BONDS (continued)
(b)  (continued)
The net proceeds received from the issuance of the
convertible bonds have been split into the liability
and equity components, as follows:

R BAAR & B B R R Y

20 WHERRES )
b (&)
BT BRRESFAEREFEDOR/A

B RS E AT

Liability
component

Equity
component
R
HK$

BIT

B EHH
HK$
BT

At 1 January 2015 (audited) R-ZE—RF—H—H

(J5E%)
Interest charged MEZH
Interest paid ERFLE
Redemptions of convertible  B& B AT AR (5%
bonds
At 31 December 2015 RZE—RF+=A
(audited), 1 January 2016 =t+—H(EE%) -
(audited) and 30 June 2016 —E-RF—H—H
(unaudited) (fgEZ) R
—2-x

NA=ZTHCREER)

The interest for the year ended 31 December 2015
was calculated by applying an effective interest rate
of 17.58% p.a. (audited) to the liability component
for the number of days to the end of the reporting
period since the bonds were issued.

21 BANK LOANS — SECURED

At 30 June 2016

RZB-%

Nominal unamortised

value

[ELE

HK$

BT
(Unaudited)
(REEHK)

Bank loans, secured BEARTER 87,412,588

AEERAE

(Unaudited)
(REEER)

11,716,364 6,920,516 18,636,880
8,107,630 - 8,107,630
(573,780) - (573,780)
(19,250,214) (6,920,516) (26,170,730)

BE-_Z-—hEt+_-_A=+—HBILEE
B FIB T ER B B EEBH 17.58% (482 1%)
MERFEFNE  REFBITEEREH
HERIFMKREEE -

21 REARTER

At 31 December 2015
RZB-RF+-A=+-A
Less:
unamortised

Costs

£XA=1H
Less:
Nominal
costs Total value Total
W
-
HK$
BT
(Unaudited)
(REBER)

HKS$
BT

(2%  (EER)

&

87,412,588 260423032 260,423,032
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21 BANK LOANS — SECURED (continued) 21 BFEHRITERE)
At 30 June 2016, interest bearing bank loans are due for RZE—ARFEANA=Z1+H FBRITEZR
repayment as follows: AT HARS 2 HA(EE -

At At

30 June 31 December
2016 2015
R-B—RE RZZ—HF

ANA=+H +-HA=+—H
HK$ HK$

BT BT
(Unaudited) (Audited)
(REEEZ) (f&EZ)

Already past due or within 1 year EEEs—F R 87,412,588 260,423,032

At At

30 June 31 December
2016 2015
R-B—XRF RZZ—HF

ANA=+H +tZ—A=+—H

HK$ HK$
BT BT
(Unaudited) (Audited)
(REBER) (FeEZ)
Transaction costs R 5 R
Cost: AN
At 1 January n—A—H - 8,699,851
Write off i/ - (7,791,815)
Exchange adjustments M H B = (908,036)
At 30 June/31 December WARA=+HB/+=ZA=+—AH - -
Accumulated amortisation: RFHEEE
At 1 January wn—HA—H - 6,879,229
Write off ! - (7,791,815)
Amortisation for the period/year B, i - 1,630,597
Exchange adjustments b 5% - (718,011)
At 30 June/31 December ARNA=+H/+=ZA=+—8H - -
Unamortised transaction costs REHERFKA = -
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21 BANK LOANS — SECURED (continued)

The secured bank loans as at 30 June 2016 are interest
bearing at 8.85% p.a. (unaudited) (31 December 2015
(audited): 8.85% p.a.). These bank loans were restructured
on 25 July 2011 by Bank Rakyat. In accordance with the
restructured bank loan agreement, the Group is required
to repay the bank loans by monthly instalment of
RM670,000 (equivalent to HK$1,586,032) with effect from
August 2011 to December 2013 and increasing to
RM4,200,000 (equivalent to HK$9,942,287) from January
2014 to the second last repayment of the loans in 2018.

The bank loans are granted to CYMSB and secured by
way of:

(i) alegal charge over the land and factory building to
be erected thereon held by CVMSB;

(i assignment of trade receivables;

(i) a debenture creating fixed and floating legal charge
over all present and future assets of CVMSB
excluding the performance bonds;

(iv) assignment of all CVMSB's rights, entitlement and
interest in and to all building contracts, design
drawings and other contracts pertaining to the
magnesium ingot project (the “Project”);

(v) an assignment of all CYMSB's rights, benefits and
interest under insurance undertaken by CVYMSB as
part of its operations for the Project;

(vi) an assignment over the existing revenue accounts
maintained at HSBC Amanah Malaysia Berhad and
monies standing to the credit of the revenue
account in favour of the bank, the revenue accounts
shall be operated solely by the bank;

(vii) a first fixed charge/assignment over the retorts of

CVMSB;

(viii) an assignment over the insurance policies of the

retorts of CYMSB; and

(ix) corporate guarantee by Ding He Mining Holding
Limited.
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BANK LOANS — SECURED (continued)

All of the Group's banking facilities are subject to the
fulfilment of covenants, as are commonly found in lending
arrangements with financial institutions. If the Group was
to breach the covenants, the drawn down facilities would
become payable on demand. The Group is required to
comply with the covenants when CVMSB's production
operation commences, which was in or around February
2011.

During the year ended 31 December 2013, the Group
defaulted on the repayments of bank loans since
November 2013 and breached one of the covenants of
the banking facilities. Upon discovery of the breach, the
Directors commenced a negotiation of the terms of the
loans with Bank Rakyat. These negotiations had concluded
on 24 February 2014 whereby Bank Rakyat agreed to
extend a one year grace period without executing legal
proceeding against the Company and CVMSB until 31
December 2014. CVMSB is required to repay monthly
instalment of RM670,000 (equivalent to HK$1,586,032) for
the year ended 31 December 2014.

On 15 December 2014, the Group had accepted the
restructuring proposal discussed and offered by Bank
Rakyat in respect of the outstanding loans owing by
CVMSB (the “"Proposal”). Pursuant to the Proposal, the
full and final settlement sum by CVMSB shall be reduced
to RM113,040,000 (equivalent to approximately
HK$258,850,469) which is repayable to Bank Rakyat on or
before 30 June 2015, in which (i) an amount of
RM4,020,000 (equivalent to approximately HK$9,205,404)
must be settled to Bank Rakyat on or before 31 December
2014; (ii) a monthly sum of RM200,000 (equivalent to
approximately HK$457,980) shall be repayable to Bank
Rakyat on the last day of each calendar month
commencing from January 2015 to June 2015 and the final
instalment of RM2,820,000 (equivalent to approximately
HK$6,457,522) will be paid as bullet payment latest by 30
June 2015; and (iii) a full and final settlement sum of
RM105,000,000 (equivalent to approximately
HK$240,439,661) be repayable by CYMSB to Bank Rakyat
on 30 June 2015.
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21 BANK LOANS — SECURED (continued)

During the year ended 31 December 2014 and due to
continued negative cashflows, the Group defaulted on the
repayments of bank loans of RM4,020,000 (equivalent to
approximately HK$9,205,404) and breached one of the
covenants of the banking facilities. Upon discovery of the
breach, the Directors commenced a negotiation of the
terms of the loans with Bank Rakyat. These negotiations
had concluded on 12 January 2015 whereby Bank Rakyat
has agreed to defer the repayment by CYMSB of the bank
loan amounting at RM4,020,000 (equivalent to
approximately HK$9,205,404) to 16 January 2015, which
was originally repayable on or before 31 December 2014.
According to Bank Rakyat, such deferral is final and Bank
Rakyat shall not allow any further delay and/or failure on
the part of CVMSB to meet its payment obligation.
However, the bank loan of RM4,020,000 (equivalent to
approximately HK$9,205,404) was defaulted again and not
yet repaid up to March 2015.

On 17 March 2015, the Company received a letter issued
by Bank Rakyat indicating that the continued failure to
fulfil the repayment obligations as set out in the Proposal
constituted a breach of terms and therefore the above
Proposal was terminated and/or allowed to be
terminated. Accordingly, the total amount owed and
repayable to Bank Rakyat was restored to RM203,141,864
(equivalent to approximately HK$465,174,866) as at 28
February 2015 (the “Outstanding Loan"”) which was
required to be settled within 14 days from the date of that
letter. According to Bank Rakayt, legal actions will be
commenced against CVMSB including all its corporate
guarantors if CVMSB failed, neglected or refused to settle
the Outstanding Loan within the given period.
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BANK LOANS — SECURED (continued)

On 26 June 2015, the Group further accepted the latest
restructuring proposal offered by Bank Kerjasama Rakyat
Malaysia Berhad (“Bank Rakyat”). Pursuant to which, the
total amount owed and repayable to Bank Rakyat by
CVMSB agreed to be reduced to RM113,040,000
(equivalents to approximately HK$203,932,888) by means
of cash settlements of RM68,040,000 (equivalents to
approximately HK$122,749,414) and redemption of
charged properties for RM45,000,000 (equivalents to
approximately HK$81,183,475). The first cash repayment
of RM11,300,000 (equivalents to approximately
HK$20,386,073) was settled by the Group on 2 July 2015
within 7 working days from 26 June 2015 and the
remaining balance of RM56,740,000 (equivalents to
approximately HK$102,363,341) was settled by the Group
on 30 November 2015 as per the extended settlement
deadline. Upon full repayment of the cash settlements to
Bank Rakyat, CVMSB is entitled to redeem the charged
properties for RM45,000,000 (equivalents to approximately
HK$81,183,475). The redemption shall take place within
six months from 26 June 2015 and at the discretion of
Bank Rakyat, extend for further six months if there is a
proof of sale provided by CVMSB. An additional charge
calculated at a rate of 3.85% per annum shall be imposed
on the outstanding balance of RM45,000,000 (equivalents
to approximately HK$81,183,475) after full repayment of
the above mentioned cash settlements and until the full
redemption payment of the charged properties. On 26
November 2015, Bank Rakyat issued a letter to CVMSB
informing CVMSB that Bank Rakyat has agreed to extend
the charged properties’ redemption until 30 June 2016.
Accordingly, from January 2016 onwards, CVMSB is
required to pay a monthly charge of RM144,375
(equivalent to approximately HK$260,464) to Bank Rakyat
until full settlement of the redemption payment for the
redemption. On 29 June 2016, Bank Rakyat issued a letter
to CVMSB informing CVMSB that Bank Rakyat agreed to
further extend the deadline for the charged properties’
redemption, together with the monthly interests due, to
on or before 12 July 2016.
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21 BANK LOANS — SECURED (continued)

On 10 August 2016 and 11 August 2016, Bank Rakyat
acknowledged the Group that final settlement of
RM45,000,000 (equivalents to approximately
HK$87,412,588) for the redemption of charged properties
was received and Bank Rakyat will proceed with the
process of discharging the Group’s properties in Malaysia
pledged as security. Accordingly, an one-off non-recurring
gain on loans reduction amounted to RM99,352,487
(equivalent to approximately HK$192,992,398) was
recognised in profit or loss during the period.

22 UNSECURED LOANS FROM THIRD PARTIES

Within 1 year —FR

During the six months ended 30 June 2016, the Company
borrowed unsecured interest bearing loans totaling
HK$10,000,000 from independent third parties. The loans
are repayable within 2 to 3 months from the end of the
reporting period.

During the year ended 31 December 2015, the Company
entered into a loan agreement with an independent third
party for an unsecured loan of HK$1,800,000 at an interest
rate of 24% per annum. The loan was subsequently repaid
in July 2016.
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23 SHARE CAPITAL 23 BX

At 30 June 2016 At 31 December 2015
RZB-AEXA=1H RZB-RF+-A=1-H
Number Number
of shares Amount of shares Amount

KA 8 EE Ed
HK$ HKS

BT BT

(Unaudited)  (Unaudited) (Audited) (Auditeq)
(REER) (REBER) (Ez%) (E%%)

Ordinary shares, issued and fully LBk BETRAR:

paid:
At 1 January w—A—H 5509,623,921  1,367,875,301 2,495,451437 989,710,234
Conversion of convertible EpuEaELR

preference shares 0) - - 565,631,177 90,500,988
Shares issued pursuant to a RERGEEMBTORG

share placing (i - - 612,000,000 109,935,500
Shares isstied pursuant to an RELREEMRINRG

open offer (i - - 1,836,541,307 177,728,579
At 30 June/31 December RAA=1TH/tZA=t-H 5509,623,921 1,367,875,301 5509623921 1,367,875,301
The holders of ordinary shares are entitled to receive TERFAEABERRBRTEERAKRE I
dividends as declared from time to time and are entitled ERRER—EEAQNG AL LEE- G
to one vote per share at meetings of the Company. All EEBRSAATNESGEEMS = ARZk
ordinary shares rank equally with regard to the 25 o

Company's residual assets.
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23 SHARE CAPITAL (continued)

(i) Issue of shares

On 10 April 2015, the Company’s convertible
preference shares with principal value of
HK$90,500,988 were converted into 565,631,177
ordinary shares of the Company at a conversion
price of approximately HK$0.16 per ordinary share.
Accordingly, an aggregate amount of HK$90,500,988
was released from convertible preference shares
reserve, and was credited to share capital account.

On 7 August 2015, 612,000,000 ordinary shares
were issued by placing at HK$0.185 each for cash
consideration of HK$109,935,500, net of expenses
incurred.

On 19 November 2015, 1,836,541,307 ordinary
shares were issued by open offer at HK$0.10 each
for cash consideration of HK$177,728,579, net of
expenses incurred.

24 SHARE-BASED PAYMENTS

Pursuant to the written resolution passed on 4 February
2016, the Company adopted a new share option scheme
(the “scheme”) to (i) motivate the eligible persons to
optimise their performance efficiency for the benefit of
the Group; and (i) attract and retain or otherwise maintain
on going business relationship with the eligible persons
whose contributions are or will be beneficial to the long-
term growth of the Group. The Scheme is to remain in
force for a period of 10 years from the date of adoption of
such scheme and will expire on 3 February 2026.

Under the Scheme, the Directors may at their discretion
grant options to (i) any directors, employees, executives
or officers of the Company or any subsidiary; or (i) any
consultant, adviser, supplier, customer or agent of the
Company or any subsidiary; or (iii) any other person
determined by the Directors from time to time to
subscribe for the shares of the Company (the “Shares”).
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24 SHARE-BASED PAYMENTS (continued)

74

Options granted must be taken up within 30 days of the
date of grant, upon payment of HK$1 per option. The
maximum number of Shares in respect of which options
may be granted under the Scheme shall not exceed 10%
of the issued share capital of the Company on the date of
adopting the Scheme. The limit may be refreshed at any
time provided that the new limit must not be in aggregate
exceed 10% of the issued share capital of the Company
as at the date of the shareholders’ approval in general
meeting. However, the total number of shares which may
be issued upon exercise of all outstanding options granted
and yet to be exercised under the Scheme and any other
scheme of the Company must not in aggregate exceed
30% of the shares in issue from time to time. The
maximum number of Shares in respect of which options
may be granted to any individual in any 12-month period
shall not exceed 1% of the Shares in issue on the last date
of such 12-month period unless approval of the
shareholders of the Company has been obtained in
accordance with the Listing Rules.

Options granted to directors, substantial shareholders or
any of their respective associates (as defined in the Listing
Rules) are required to be approved by the independent
non-executive directors (excluding any independent non-
executive director who is a grantee). Options granted to
substantial shareholders, independent non-executive
directors or any of their respective associates (as defined
in the Listing Rules) in aggregate in excess of 0.1% of the
issued share capital of the Company or with a value in
excess of HK$5 million must be approved in advance by
the shareholders of the Company.

Options granted may be exercised at any time from date
of grant of the share option to the 10th anniversary of the
date of grant as may be determined by the Directors. The
exercise price is determined by the Directors, and will not
be less than the higher of the closing price per share as
stated in the Stock Exchange's daily quotations sheets on
the date of the grant of the options and the average
closing price per share as stated in the Stock Exchange’s
daily quotations sheets for the five business days
immediately preceding the date of the grant of the
options.
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24 SHARE-BASED PAYMENTS (continued) 24 LIBRHOABEROSR@E
On 12 May 2016, the Company granted 245,178,252 share RZE—RFRA+TZH  NAGIRETE
options in aggregate to certain directors, employees and MAEEETES EERBEHRAARH
consultants of the Group under the Scheme. The terms 245,178,252 1 FE AR & - B 1% 1 I AR A 155K
and conditions of the options granted are as follows: FAGET -
Number of Contractual
share Vesting life of EXpiry
options  conditions options date
BREN
BREYA FBGY EHNFH [&m B &
Options granted to BTEEMERE 173,553,145 (i) 10years 11 May 2026
directors +F ZEZRF
HA+—H
Options granted to BT EERERE 66,115,485 0) 10years 11 May 2026
employees +F  ZEZRF
FA+—H
Options granted to BT ERRERE 5,509,622 0) 10years 11 May 2026
consultants TFE  ZEZRF
HA+—H
Total share options granted BN A 245,178,252
Note: B -
(i) become exercisable from the date of grant to the 10th anniversary (i) BT AR DR A E R BRE B S LR
of the date of grant. T8 ©
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24 SHARE-BASED PAYMENTS (continued) 24 LIRHBBEBNSRE)
Details of the outstanding share options are as follows: BRI REARAEREIBAT ¢

2016 2015
—Z-h%F
Weighted Weighted
Number average Number average
of share exercise of share exercise

options price options price
miEF il B2

BREHE B BREEE 1168
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REER) (R&ER) (R&EZ)

Outstanding at 1 January R—A—HBRERTHE - NATEH - N/ATER
Granted during the period/year REAR,/ ERRH HK$0.100
245,178,252 0.100/& 7T - NATER

Outstanding at 30 June/31 RANA=+8/+=A HK$0.100
December =+ —BHEERITE 245178252 0.100%T 000 - NATEA
Exercisable at 30 June/ RAA=+B/+=A HK$0.100

31 December =+—BAFIRE 245,178,252 0.10038 7T - N/ATER
The options outstanding at the end of the reporting period R EBRMAITEBRENINEFL BT
have a weighted average remaining contractual life of 10 LW ERA+E -
years.
The fair value of services received in return for share LAYS B RS A VB 5 B 5 AT AR ER R TS 2 A T E
options granted is measured by reference to the fair value TR TERENATESSE - FIEL
of share options granted. The estimate of the fair value of BRENATFEZRE BRI Gt &
the share options granted is measured based on a BETERTEEMA —BERER R o

binomial model. Expectations of early exercise are
incorporated into the binomial model.
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24

25

SHARE-BASED PAYMENTS (continued)
The inputs into the model were as follows:

Grant date 12 May 2016
Spot price HK$0.069
Contractual life 10 years
Exercise price HK$0.100
Expected volatility 88.649%
Risk-free rate 1.243%
Dividend yield 0%

The expected volatility is based on the historical volatility
of the Company’s share price over the most recent period
commensurate with the contractual life of the share
options.

COMMITMENTS

(a) Capital commitments
Capital commitments outstanding as at 30 June
2016 not provided for in the condensed

R BAAR & B B R R Y

24 DRGAEBRNNAR@E)

ZAEA R I A BRI ¢

- gang=p-t —E-RFRATH
RE 0.069 87T
A HFHR T4
I E 0.10078 7T
TEHR IR 88.649%
fmE e & 1.243%
iz B & 0%

R IR I IRBEA R R BREN ST (RER
BRENSNFR) MELREE -

25 R

(@) BEAXREE
RIZT—RFRNA=+H  UEREH

RATHMBRRTPBENRENER

consolidated interim financial statements were as APET
follows:
At At
30 June 31 December
2016 2015
R-ZB—XRF RZZ—RF
ANA=tH +t=ZHA=+—8H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REER) (&%)
Contracted for =EES) 15,337,464 14,244,500
Authorised but not contracted for BIREERETL = -
15,337,464 14,244,500
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25 COMMITMENTS (continued)

78

(b) Future minimum royalty payments
Pursuant to the Mining Agreement (Note 14(a)), the
royalties to MERSB are subject to a monthly
minimum payment of RM30,000 (equivalent to
approximately HK$58,275) (unaudited) (31 December
2015 (audited): RM30,000 (equivalent to
approximately HK$54,122)) for a period of 20 years,
unless early terminated by the Group by giving one
month’s written notice to MERSB. The total
minimum royalties amounted to RM5,040,000
(equivalent to approximately HK$9,790,210)
(unaudited) (31 December 2015 (audited):
RM5,220,000 (equivalent to approximately
HK$9,417,283)) over the 20 years period.

(c) Operating lease commitments

At 30 June 2016, the total minimum lease payments

under non-cancellable operating leases are payable

as follows:

Within 1 year —FR

The Group is the lessee in respect of certain office
premises held under operating leases. The leases
typically run for an initial period of one year, with an
option to renew the lease when all terms are
renegotiated. The leases do not include a contingent
rental.

DING HE MINING HOLDINGS LIMITED & fi&£ZERBIRAF

25
(b)

(c)

RIEE)

ARREEREE
RIFERE S (M 14Q) - BREAR
1K 5 3 52 i FMERSBEY = 7| # & &
30,000 55 # (FE R 458,275 1) (K
wEZ)(ZE—AF+A=+—H(
=4Z) 1 30,000 58 (HHE R 454,122
J0)) © BHI204F - BRIEZA L E W MERSB
BH—EAEEBAIEATRIE - 2055
sl 0 5% K B FI 4 B 42 58 /5 5,040,000 5 &
(FBE R #19,790210 1) (REEH)
(ZE—AFE+-A=1+—B(BEH) :
5,220,000 55 # ( #8 & 1 #99,417,283 7%
JL)) °

REHEERE
RZZBE—ARFARNA=1+H  BRETAH
HKEHEN RN REHEENHATEN
T

At At

30 June 31 December
2016 2015
R-B—RF RZZE—RF
+=—A=+—8H
HK$

ow

(Audited)
(FEHZ)

~NA=1H
HK$

BT
(Unaudited)
(REEX)

308,000 578,000

AEESRKEREHENETHAEY
EAMA - BH—ROF BB —F - A
FEBNEN AT A GKIRELD < P
BHROATBREIAESE



NOTES TO THE CONDENSED CONSOLIDATED |NTER||\/| FlNANC|A|_ STATEMENTS

25 COMMITMENTS (continued)
(d) Environmental contingencies

RIEE)
(d) RRIREE

25

The Group has not incurred any significant
expenditure for environment remediation and has
not accrued any amounts for environmental
remediation relating to its operations. Under existing
legislations, management believes that there are no
probable liabilities that will have a material adverse
effect on the financial position or operating results
of the Group. Laws and regulations protecting the
environment have generally become more stringent
in recent years and could become more stringent in
the future. Environmental liabilities are subject to
considerable uncertainties which affect the Group'’s
ability to estimate the ultimate cost of remediation
efforts. These uncertainties include:

()  the exact nature and extent of the
contamination at the mines and processing
plants;

(i)  the extent of required cleanup efforts;

(i) varying costs of alternative remediation
strategies;

(iv) changes in environmental remediation
requirements; and

(v)  the identification of new remediation sites.

The amount of such future cost is indeterminable
due to such factors as the unknown magnitude of
possible contamination and the unknown timing and
extent of the corrective actions that may be
required. Accordingly, the outcome of
environmental liabilities under proposed for future
environmental legislation cannot be reasonably
estimated at present and could be material.

AEBEYRARBHREEELETMAE
R - IRESL T R SRR IR
R B R EE A (AT RERT IR BRIR » IRIBIR
AP BEEBRETSEETMEARN
SEBBERASELEREEEXAAY
ZMAE - RERBNERIOEROF
AR IESRABRRLBEAERREE
MEE - RRBBESRZETHARR
= AREAKEMA REHRA AR
S - REFTHBRZEE

() W L R % R R AT 3 A D5 R ) B RR
MENIEE

(i) FIRBERIENREE:

(i) BRMEREEN TR

V) BEWMMREHRE

(V)  FTErAERUE BB AR

AP 1R AR FEE I AR B A5 R 2 IR E AT
EFBEZMUERZERMEEER
= FBERERKAIGEELILEE
RFH® 2 &8 - U pEAS AT
BRREAMEZVEELENRER
& MEBABEAR/REK-
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26 CONTINGENT LIABILITIES

80

(a) Corporate guarantees issued

As at 30 June 2016, the Company has issued a
corporate guarantee totalling RM850,000 (equivalent
to approximately HK$1,651,000) (unaudited)
(31 December 2015 (audited): RM850,000 (equivalent
to approximately HK$1,533,000)) to a supplier in
respect of the purchase of liquefied petroleum gas
made by CVMSB.

As at 30 June 2016, the Company has issued
corporate guarantees totalling RM133,004
(equivalent to approximately HK$260,000)
(unaudited) (31 December 2015 (audited):
RM133,004 (equivalent to approximately
HK$240,000)) for finance lease creditors in respect
of the purchase of motor vehicles and equipment by
CVMSB.

In respect of the Company’s corporate guarantee
provided in relation to above other financing
facilities granted to a supplier of liquefied petroleum
gas made by CVMSB and the guarantee given to
finance lease creditors of motor vehicles and
equipment purchased by CVMSB, the Directors
consider the possibility of being materialised is
remote and immaterial. The Directors consider that
no such liabilities are required to be recognised as
at 30 June 2016 (unaudited) and 31 December 2015
(audited).

The Company has not recognised any deferred
income in respect of the corporate guarantees as its
fair value cannot be reliably measured and its
transaction price was HK$ Nil for the six months
ended 30 June 2016 and 2015 (unaudited).
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26 HAREF

(@)

EEHATER
R-ZTE—XNFENA=1+H K275
CVMSBE B R(L A M mmEfEmE A
A &R A ££850,0005 # (& N 4
1,651,000 7)) (REHFEZ) (ZFT—HF
TZA=+—B(&%EZ) : 850,000
(491,533,000 7)) °

RIZB—REFRA=+H AR
CYMSBIEE RERREHRMEREBEA
EHRNRERE H133,004 B (HER
#)260,00087T) (REEZ) (ZF—1h
F+ZA=+—H(&HF%) 133,004
TS (& 74 240,000 7)) °

FEBCYMSBH—ZRILAHAEIERS
e Ll B EE - LA KR CVMSB
BEAELSEzrEHEEERDN
ERMRBENAQATAAERNS =
ERBELAREROAREERK - B
TE-RENAZTRHREER) M
T-AF+-_AZ+—R(EER) &
REMEEHABATER -

BHE-T—R"EFR-ZT—HF~A=T
BIEREA (REEZ) - AR R EE
RAFEROEAMETELA - TIEER
FEBLAAEMAEEERSGERRT
ABIT °
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26 CONTINGENT LIABILITIES (continued)
(b) Contingent liability arising from default

of convertible bonds

As explained in Note 20(a) to the condensed
consolidated interim financial statements, the
Matured Bonds were remained in defaulted and
immediately due for repayments as at 30 June 2016.
Pursuant to the convertible bonds agreements, at
any time after the convertible bonds have become
payable, the respective convertible bondholders
may without further notice institute such
proceedings as it may think fit to enforce payment
of the monies due.

27 MATERIAL RELATED PARTY

TRANSACTIONS

During the six months ended 30 June 2016 and 2015, in
addition to the transactions and balances disclosed in
Note 19 to the condensed consolidated interim financial
statements, the following related party transactions took
place between the Group and related parties on terms
mutually agreed by the parties concerned.

*

Name of party
BES AR

Ho Wah Genting Berhad (“"HWGB")

Ho Wah Genting Berhad ([HWGB])

Ho Wah Genting Holiday Sdn. Bnd. ("HWGH")

Ho Wah Genting Holiday Sdn. Bnd. (THWGH |)

HWG Tin Mining Sdn. Bhd. ("HWGTM")

HWG Tin Mining Sdn. Bhd. (THWGTM )

Ho Wah Genting Poipet Resorts Sdn. Bhd. ("HWGP")
Ho Wah Genting Poipet Resorts Sdn. Bhd. ([HWGP ])
Perak State Development Corporation (“PSDC")
Perak State Development Corporation ([PSDC])
Majuperak Energy Resources Sdn. Bhd. ("MERSB")
Majuperak Energy Resources Sdn. Bhd. ([MERSB |)
PT Ho Wah Genting Berhad (“PTHWG")

PT Ho Wah Genting Berhad ([PTHWG |)

HK New Huang Pu Finance Holdings Limited (“HKNHPF")

AEbTEReREREEERAR((EEFHEHem])
Dato’ Lim Hui Boon*
£ Lim Hui Boon*

On 8 May 2015, Dato’ Lim Hui Boon ceased to be a related party of
the Group upon the resignation of Dato’ Lim Ooi Hong as a director
of the Company.

26

27

RAREE(E)
(b) BEXTERREFELENRARERS

AN 8 AR AR A P BB 755 3R 2R PR R 20(a) Y
- BEESFIDBERERER —F—X
FRA=ZTHIHHNEEE - R
BEES R NI BRREFKREN
BREMAER  SAURRESFEAR
JABLIBRCEL RS A 18 R 58 Il 2 B H AR
TAHTTENEE — 258

EXBERXRS

HE-T-AFR-FT-AEAA=tAL
AAEA B AR A o AR 98 2R B 19 P
HENR SRS U THET 2 BEA
8 2 R01E 5 2 R A B 05 AR R A 1
T -

Relationship
2R

A shareholder of the Company

RARPRE

A subsidiary of HWGB

HWGB #I T & 2 7

A subsidiary of HWGB

HWGB BT /& A )

An associate of HWGB

HWGB &8t & A 7]

A shareholder of the Company

ZA/N S

A subsidiary of PSDC

PSDC K I /E A 7]

A subsidiary of HWGB

HWGB Fy T & A 7

A company with common director of
the Company

HARBARREEFH—HRAF

A father of a director

—HREZHR

* RZF—AFAANR  EENERESEARRES
& 2 E LimHuiBoon TBAAEE Z S -
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27 MATERIAL RELATED PARTY 27 EXRBEIRS (H)
TRANSACTIONS (continued)
Particulars of significant transactions between the Group AEENE FMBEFTETHNERR ZFBEN
and the above related parties are as follows: ™
(a) Recurring transactions (@) REXS

Six months ended 30 June
BZEASA=1+THILAEA
2016 2015
—EB—xF —E—hF

HK$ HK$

BTt BIT
(Unaudited) (Unaudited)
(REEEXR) (REEZ)

Office rent payable to: ERAERST

HWGB HWGB 45,498 54,193

Purchase of flight tickets from: M ES B ERE

HWGP HWGP = 53,975

Maintenance fee payable to: FEfH AR T

MERSB MERSB = 421,799
(b) Amount due from a related party (b) FEW—EEEHHE

At At

30 June 31 December
2016 2015
R-B-—ARE RZIZT—RF

NA=+H +t-—A=+—H

HK$ HK$
BT BT
(Unaudited) (Audited)
(REBERZ) (LEZ)
HKNHPF BERETEBRSR® 464,792 475,426
The amount due from HKNHPF is unsecured, R BT EHSMANRIESEKE -« ¢
interest-free and has no fixed terms of repayment. BEEEEERY - BEBRATAFHER
Fan Wei Peng is a common director of HKNHPF and SREARNT T HRESE -
of the Company.
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27 MATERIAL RELATED PARTY 27 ERBEEIRS &)
TRANSACTIONS (continued)
(c) Amount due to a director (c) ERN—RBREENE

At At

30 June 31 December
2016 2015
R-B—X"F R-B—HF

ANA=tH +t-A=+—H

HK$ HK$
BT BT
(Unaudited) (Audited)
(REER) (&%)
Leung Wai Kwan U E - 347

The amount due is unsecured, interest-free and has ZREAEEM S BEEETENRE -

no fixed terms of payment.
(d) Amounts due to related parties (d) FENEBESIRIE

At At

30 June 31 December
2016 2015
R-FB—RE RKRZZE—1F

NA=+H +=—A=+—H

HK$ HK$
BT PETT
(Unaudited) (Audited)
(REEFX) (Fez&=%)
MERSB MERSB 2,452,603 2,133,502
PTHWG PTHWG = 282,897
2,452,603 2,416,399
The amounts are trade in nature, unsecured, ZESHAZRSMNE EKE 288 E
interest-free and have no fixed terms of repayment. B EEEE o
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27 MATERIAL RELATED PARTY
TRANSACTIONS (continued)
(e) Key management personnel
remuneration

Directors’ fees

Salaries, allowances and benefits
in kind

Share-based payments

Retirement scheme contributions

Ex8%

28 NON-ADJUSTING EVENTS AFTER THE END
OF THE REPORTING PERIOD
Save as disclosed in Notes 2, 21 and 22 to the condensed
consolidated interim financial statements, there are no
other material non-adjusting events subsequent to the
end of the reporting period and up to the approval date of
the condensed consolidated interim financial statements.
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27

VAR 7 A EEHE N 9 3K
RIRETEIfR

28

EXBELXRS (#)

() FEEBAEMS

Six months ended 30 June
BZXA=1+HIEAEA

¥ RN EYN @

2016 2015
—E—XREF —E—hHF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REER) (REEFZ)
1,306,290 -
827,500 1,523,290
6,595,020 -
16,300 29,680
8,745,110 1,552,970
WEMREBIFARESIE

BB A T MM HRARME2 - 21 %2257
BEN RBERRELEEHAKEHH
MBHAAERIIL - WEEMEAIFFE



INTERIM DIVIDEND

The Board of Directors of the Company did not recommend the
payment of any dividend in respect of the six months ended 30
June 2016 (six months ended 30 June 2015: nil). Accordingly,
there will be no closure of the register of members of the
Company.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

During the six months ended 30 June 2016, the Company has
adopted the applicable code provisions and certain
recommended best practices stipulated in the Corporate
Governance Code (the “Code”) as set out in Appendix 14 to the
Listing rules. No Director is aware of any information that
reasonably reveals that there is any non-compliance with the
code provisions on the Code by the Company during any time
of the interim period, except for certain deviations which are
summarised below:

Code Provision A.4.1

Code Provision A.4.1 provides that non-executive directors
should be appointed for a specific term, subject to re-election.
The independent non-executive Directors of the Company (the
“Independent Non-executive Directors”) were not
appointed for a specific term but are subject to retirement by
rotation and re-election at the annual general meetings of the
Company in accordance with the provisions of the articles of
association of the Company. As such, the Company considers
that sufficient measures have been taken to ensure that the
Company’s corporate governance practices are no less exacting
than those in the Code.

Code Provision A.6.7

Under code provision A.6.7 of the Code, independent non-
executive directors and other non- executive directors should
attend general meetings and develop a balanced understanding
of the views of shareholders. Certain Independent Non-
executive Directors were unable to attend the annual general
meeting of the Company held on 28 June 2016.

OTHER INFORMATION
HfbE X

R R
ARREFELTEZRBE_T—RFAX
BlEAREARSERNERSE(BEZE-_F—1A
=tHIEANEA 8 Bt KRFATE
BERMNBFPELTE -

4y

BFEEERFERTA

BE_Z—RFAA=ZTHLEREAR ARFDH
MEmRAMSIAmECEE TR (TFRD S
PralE A TR R E TEZNRERR - BES
P& AR E R AR RAR AR HHREE
AT B 8 (R )32 S <7 R B <7 RGO 1B - T XX
B A E TIRBETT AR -

<FRIRICEE AL4.1 1%
STAMEXFALIGREFFNTEENRERERE
EEH WAKEEEE -  ARBIBUIFNTES
(BYFHTES)NZELEEEED - HAR
BEARFEMERARNGXREREILENARFR
RBFRE EEREBE - Qi - ARARBEEN
THER BERARANEEEAERNER T
ME °

SFRMRCE AL6.7 1%

REBEFRINTAMRXEACTIR  BIIFNTES
REMIFRTETRHFRRASAHRRNER
BRENTE - ETEIIFRTESRELFEAR
AR ZE—NEAAZ T \BETHERBEFARS -
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Hth &%

BOARD OF DIRECTORS AND BOARD

COMMITTEES
As at the date of this report, the composition of the board of
Directors of the Company (“Board”) was as follows:

Executive Directors

Mr. Du Jian Jun (Chairman)

Mr. Ji Kuang (Co-Vice Chairman)

Mr. Li Po Wai (Co-Vice Chairman)

Mr. Leung Wai Kwan (Group Chief Executive Officer)

Mr. Fan Weipeng

Ms. Meng Xiao Ying

Mr. Yin Shibo

Mr. Leung Kwok Peng Joseph (appointed on 29 June 2016)

Independent Non-executive Directors
Mr. Chan Kin Ho Philip

Ms. Li Zhenzhen

Mr. Liu Bo

Mr. Tong Zhu (appointed on 29 June 2016)

Since 1 January 2016 and up to the date of this report, there
have a number of changes in the Board as set out below:

Ms. Tian Jinghua retired as independent non-executive
director of the Company with effect from 28 June 2016;
and

Mr. Leung Kwok Peng Joseph and Mr. Tong Zhu have been
appointed as executive director and independent non-
executive director respectively of the Company with effect
from 29 June 2016.

The composition of Board committees of the Company (“Board
Committees”) remains the same as set out in the 2015 Annual
Report, save that:

86

Mr. Tong Zhu, the Independent Non-executive Director be
appointed as the member of each of the Audit
Committee, Remuneration Committee and Nomination
Committee of the Company on 29 June 2016; and

Ms. Tian Jinghua ceased to act as the member of Audit
Committee, Remuneration Committee and Nomination
Committee of the Company on 28 June 2016 following her
retirement as the Independent Non-executive Director.
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DIRECTORS’' AND CHIEF EXECUTIVE'S
INTERESTS IN SECURITIES

As at 30 June 2016, the interests and short positions of each
Director and chief executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were required
to be (i) 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 the Directors and the chief
executive have taken or deemed to have under such provisions
of the SFO); (ii) recorded in the register kept by the Company
under section 352 of the SFO; or (iii) notified to the Company
and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (“Model
Code"), were as follows:

OTHER INFORMATION
HfbE X

EENRTETBRAEBRES 2EHE

RIB—RERA=TH SEFFRARAEENT
BABRARRREAR LB (EERESFME
P (38 5 REEMRGI ) FEXVER) Z By ~ R
i REHPEBA)RIERE S LG RDIEXVEL
FTRFEDEHME AR LB Pz sk MA R (8
EREEFMERIZARGXEERERTHR
ABREFLURRER2EBETAXR) © (DR
RRBRIERE 7 MHIERDIEIB2EFFE 2 B
ZREFEIORR  H(NRIEEWETAERETE
HFR G A ([RESFR ) MG AR A RER
Pzt loRBIT
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OTHER INFORMATION

Hib &R

Long positions in the shares:

Bipzire

Number of Approximate

underlying percentage of

Number of shares held interest in the

Capacity/Nature ordinary under equity issued shares

of Interest shares held derivatives of the Company

RIE MR LER NN

FTETA 2ERTRG

B¥E BHEWER R 2N

B EEME ZERHE R EE Aotk

Du Jian Jun Beneficial owner - 55,096,239 1.00%
MEFE EmfBA

JiKuang Beneficial owner - 11,019,247 0.20%
E BEmBEAA

Li Po Wai Beneficial owner - 11,019,247 0.20%
FER EmfBA

Leung Wai Kwan Beneficial owner 2,095,500 55,096,239 1.04%
RHEE EmEAA

Interest of spouse (Note 1) 4,986,750 - 0.09%

s (fEE1)

Fan Weipeng Beneficial owner - 11,019,247 0.20%
BERE BEmBEAA

Meng Xiao Ying Beneficial owner - 11,019,247 0.20%
#=/NE EmfEBA

Yin Shibo Beneficial owner - 5,509,623 0.10%
FHIE EmEaAA

Chan Kin Ho Philip Beneficial owner - 5,509,623 0.10%
PR EmfBA

Li Zhenzhen Beneficial owner - 2,754,811 0.05%
3377 BEmEAA

Liu Bo Beneficial owner - 2,754,811 0.05%
205 EEAA

Tian Jing Hua (Note 2) Beneficial owner - 2,754,811 0.05%
A& (fizr2) BEnEAA

Note 1:  Madam Leung Nim Hing, the spouse of Mr. Leung Wai Kwan has FH3E1 : RMEE &AM S Leung Nim Hing Z L% 4 4,986,750 B& % 15
personal interest of 4,986,750 shares. Mr. Leung Wai Kwan is deemed WIEAMER - RIBEF RBEKGIEXVED - REETERR
to be interest in the aforesaid interests of Madam Leung Nim Hing by AR Leung Nim Hing 2z 4 - it 25 s R A #E 2% ©
virtue of Part XV of the SFO.

Note 2:  Ms. Tian Jing Hua was retired on 28 June 2016. 32 : HREZTENR-ZZT—RFE A=ZF+/N\BRE-
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Save as disclosed above, at no time during the period under
review was the Company or its subsidiary a party to any
arrangement to enable the Directors and chief executives of the
Company (including their spouse and children under 18 years of
age) to acquire benefits by an acquisition of shares or
underlying shares in, or debentures of the Company or its
subsidiaries.

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
SECURITIES

As at 30 June 2016, the interests of persons, other than the
directors or chief executive of the Company in the shares and
the underlying shares of the Company representing 5% or more
that nominal value of shares comprised in the relevant share
capital of the Company as recorded in the register kept by the
Company under Section 336 of the SFO were as follow:

Name of shareholder

Capacity

R A 5%

Gu Zhuoheng Beneficial owner
AEE EmfEAA

Save as disclosed above, at no time during the period under
review is known to the Directors and the chief executives of the
Company, no person has interests or short positions in the
shares and underlying shares of the Company or any of its
associated corporations which were required to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO and as recorded in the register required to be
kept by the Company under Section 336 of the SFO, or, were
directly or indirectly, interested in 5% or more of the nominal
value of share capital carrying rights to vote in all circumstances
at general meetings of the Company.

OTHER INFORMATION
Hh & H

B EXEEEI  REEMA - AREHEMBA
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Approximate% of

Number of interest in the
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MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct for
carrying out securities transactions by the Directors. After
specific enquiry with all members of the Board, the Company
confirmed that all Directors have fully complied with the
relevant standards stipulated in the Model Code during the six
months ended 30 June 2016 and up to the date of this interim
report.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

For the six months ended 30 June 2016, neither the Company
nor its subsidiaries have purchased, sold or redeemed any of
the Company’s listed securities.

SHARE OPTION SCHEME

The share option scheme of the Company (“Scheme”) was
adopted on 14 October 2008. The purpose of the Scheme is to
attract and retain the best quality personnel for the
development of the Company’s businesses; to provide
additional incentives to the employees; to provide eligible
participants with the opportunity to acquire proprietary interests
in the Company; and to promote the long term financial success
of the Company by aligning the interests of grantees to the
Shareholders. Under the Scheme, the Board shall be entitled at
any time (except for the period as defined under the Listing
Rules whereby a price sensitive event or a price sensitive
matter has been the subject of a decision) within 10 years
commencing on the date of adoption of the Scheme to make an
offer for the grant of an option to any employee (including any
officer or Director, whether executive or non-executive, of the
Company or its subsidiaries), and any consultant, adviser,
supplier, customer or subcontractor of the Company or any
other person determined by the Board as appropriate.
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Options granted must be taken up within 28 days of the date of
grant, upon payment of HK$1 per option. The maximum number
of Shares in respect of which options may be granted under the
Scheme shall not exceed 10% of the issued share capital of the
Company on the date of adopting the Scheme. The limit may be
refreshed at any time provided that the new limit must not be in
aggregate exceed 10% of the issued share capital of the
Company as at the date of the shareholders’ approval in general
meeting. However, the total number of shares which may be
issued upon exercise of all outstanding options granted and yet
to be exercised under the Scheme and any other scheme of the
Company must not in aggregate exceed 10% of the shares in
issue from time to time. The maximum number of Shares in
respect of which options may be granted to any individual in
any 12-month period shall not exceed 1% of the Shares in issue
on the last date of such 12-month period unless approval of the
shareholders of the Company has been obtained in accordance
with the Listing rules. Options granted to substantial
shareholders or independent non-executive directors in excess
of issued share capital of the Company or with a value in excess
of HK$5 million must be approved in advance by the
shareholders of the Company.

Options granted may be exercised at any time from date of
grant of the share option to the 10th anniversary of the date of
grant as may be determined by the Directors. The exercise
price is determined by the Directors, and will not be less than
the higher of the closing price per share as stated in the Stock
Exchange's daily quotations sheets on the date of the grant of
the options, the average closing price per share as stated in the
Stock Exchange's daily quotations sheets for the five business
days immediately preceding the date of the grant of the options,
and the nominal value of a share.
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New Share Option Scheme

In view of the fact that the existing Share Option Scheme will
expire and the amendments to the relevant Listing Rules since
the adoption of the existing Share Option Scheme, an ordinary
resolution was duly passed in the extraordinary general meeting
held on 4 February 2016 to terminate the existing Share Option
Scheme and adopt the new share option scheme of the
Company (the “New Share Option Scheme”).

The purpose of the New Share Option Scheme is (i) to motivate
the eligible participants to optimise their performance efficiency
for the benefit of the Group; and (ii) attract and retain or
otherwise maintain on-going business relationship with the
eligible participants whose contributions are or will be beneficial
to the long-term growth of the Group. Under the New Share
Option Scheme, the Board shall be entitled at any time (except
for the period as defined under the Listing Rules whereby price
sensitive event or a price sensitive matter has been the subject
of a decision) within 10 years commencing on the date of
adoption of the Scheme to make an offer for the grant of an
option to any employee (including any officer or director,
whether executive or non-executive, of the Company or its
subsidiaries), and any consultant, adviser, supplier, customer or
subcontractor of the Company or any other person determined
by the Board as appropriate.
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Subject to the refreshment of the Scheme Limit, the maximum
number of shares in respect of which options may be granted
(including shares in respect of which options, whether exercised
or still outstanding, have already been granted) under the New
Share Option Scheme and under any other share option
schemes of the Company must not in aggregate exceed 10% of
the total number of Shares in issue on the adoption date of the
New Share Option Scheme (the “Scheme Limit”), excluding for
this purpose Shares which would have been issuable pursuant
to Options which have lapsed in accordance with the terms of
the New Share Option Scheme (or any other share option
schemes of the Company). The total number of shares of the
Company issued and to be issued upon exercise of options
(whether exercised or outstanding) in any 12-month period
granted to each grantee must not exceed 1% of the shares of
the Company in issue, such further grant shall be subject to
separate approval by the Shareholders in general meeting with
the relevant grantee and his associates abstaining from voting.
Shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the New Share
Option Scheme and any other share option schemes of the
Company at any time shall not exceed 30% of the Shares in
issue from time to time (the “Maximum Limit").

The subscription price in respect of any particular option shall
be such price as the Board may in its absolute discretion
determine at the time of grant of the relevant option but the
subscription price shall not be less than whichever is the higher
of () the closing price of the shares of the Company as stated in
the Stock Exchange’s daily quotations sheet on the date of
grant; and (ii) the average closing prices of the shares of the
Company as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately preceding the
date of grant. The acceptance date of an offer shall be a date
not later than 30 days after the offer date. HK$1.00 is payable
by the grantee to the Company on acceptance of the offer of
the option. The period within which the shares of the Company
must be taken up under an option shall be determined by the
Board in its absolute discretion at the time of grant, but such
period shall not exceed 10 years from the date of grant of the
relevant option.
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On 4 February 2016, the Company granted options to subscribe
for a total of 245,178,252 shares under the Option Scheme to

certain directors and employees of the Company with the

following details:

(1) Directors

245,178,252 (& B (D O REA 4 - 1540 T -

m =

Number of

Share Option  Outstanding

reclassified  at 30 June

Granted  during the 2016

Exercise  during the period ZE-AF

Capacity Date of Grant Price period HAEHSE  ASA=TH

5t REAH fEER BRERE NEBEREZE R ATE

(HKS)
(Bm)

Du Jian Jun Beneficial owner 12/05/2016 0.10 55,096,239 - 55,096,239
HEE EEHEBA “T-"FRAtZH

JiKuang Beneficial owner 12/05/2016 0.10 11,019,247 - 11,019,247
HRE EEEAA “E-RFRAtZH

Leung Wai Kwan Beneficial owner 12/05/2016 0.10 55,096,239 - 55,096,239
RUE EREBA ZE-"ERATZH

Li Po Wai Beneficial owner 12/05/2016 0.10 11,019,247 - 11,019,247
TER EEHEBA “T-"FRAtZH

Meng Xiao Ying Beneficial owner 12/05/2016 0.10 11,019,247 - 11,019,247
AR EEEAA “E-R¥1A+=AH

Fan Weipeng Beneficial owner 12/05/2016 0.10 11,019,247 - 11,019,247
Rk EREBA ZE-"ERATZH

Yin Shibo Beneficial owner 12/05/2016 0.10 5,509,623 - 5,509,623
FHR BEEBA “T-"FRAtZH

Chan Kin Ho Philip Beneficial owner 12/05/2016 0.10 5,509,623 - 5,509,623
REx EEEAA “E-~¥1A+=AH

Tian Jinghua (retired Beneficial owner 12/05/2016 0.10 2,754,811 - 2,754,811

0n 28 June 2016)
A&ERZ—~F EafEsA ZE-"ERATZH
NAZTNBRE)

Li Zhenzhen Beneficial owner 12/05/2016 0.10 2,754,311 - 2,754,311
E337 EEEAA 2 FRAtZH

LiuBo Beneficial owner 12/05/2016 0.10 2,754,811 - 2,754,811
2% EREBA ZE-"ERATZH
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(2) Employees and consultants (2) EERERM
Number of
Share Option  Outstanding
reclassified at
Granted during the 30 June 2016
during the period —E—XREF
Date of Grant Exercise Price period HAEHIE AA=1+H
RHBAH TREER HReRd WEREHE 8 RATE
(HKS)
(& 7T)
12/05/2016 0.10 71,625,107 - 71,625,107
—E-XFRATZH
Notes: MieE
(i) As for the share options granted on 4 February 2016, the closing [0} R -AFEZAEHBEREMERERS - REER
price of the shares on the Stock Exchange of Hong Kong Limited ARGMERAR(EBRBA]) EHHRGOERERE
("HKEX") immediately before the date on which the options were RS A HART 2 T (B A 0.069 AT ©

granted was HK$0.069.

(i) The share options re-classified to employees due to the retirement (i) AREFREENIDZEEH D ©
of a director.

INTERIM REPORT #Hisk# 2016 95



OTHER INFORMATION
Hfb & x|

AUDIT COMMITTEE REVIEW

The audit committee of the Company comprises wholly
independent non-executive Directors, has reviewed the
consistency of the accounting principles and practices adopted
by the Group in enquiring with external auditors and has
reviewed and discussed the internal controls and financial
reporting matters, including the review of the unaudited
consolidated interim financial results of the Group for the six
months ended 30 June 2016 with the management.

The figures in respect of the interim results announcement
have been agreed by Baker Tilly Hong Kong Limited (“Baker
Tilly Hong Kong"), to the amounts as set out in the Group’s
underlying condensed consolidated interim financial statements
for the six months ended 30 June 2016. As the work performed
by Baker Tilly Hong Kong in this respect did not constitute an
assurance engagement in accordance with Hong Kong
Standards of Auditing, Hong Kong Standards on Review
Engagements or Hong Kong Standards on Assurance
Engagements issued by the HKICPA, Baker Tilly Hong Kong did
not express any assurance on the interim report.
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