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NICKEL RESOURCES

Nickel Resources International Hol pany Limited (formerly
known as China Nickel Resources Holdi mpany Limited) is a leading
integrated hi-tech special steel, non-ferrous metal and mineral enterprise
in the People’s Republic of China (the “PRC"). The Company was listed
on the Main Board of The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) in 2005 (stock code: 2889.HK) and is the first non-state-
owned mineral-resources exploration, development, and processing
enterprises, and is the first hi-tech special steel producer in the PRC listed
abroad. Our businesses are now vertically integrated from mining to
ferrous and non-ferrous metal production. We have successfully
transformed from a traditional special steel manufacturer to a leading
integrated mineral-resources exploration and processing enterprise in the
PRC. Our businesses include ore trading, ore processing, ferrous and non-
ferrous metallurgy. Our products have been extended to stainless steel,
tool steel, bearing steel, gearing steel, and high strength alloy steel; and
these products are widely used in metallurgy, automobile, ship-building,
petrochemical, buildings, bridges, animal husbandry uses, railway
transportation and infrastructures. The Group has successfully developed
a number of innovative and patented technologies. For example, we used
our own technology to extract valuable metals from the multi-element
low-grade ore; which is able to produce high strength and high-value-
added NiCr based alloy steel products from inferior ore resources. The
Group capitalises on its own exclusive offtake right on mineral resources
and technological advantages to enter into the mineral resources and ore
processing industries. With the long-term exclusive offtake agreement
entered into with an Indonesia mine, the Group is actively expanding in
the PRC and overseas and is seeking iron and nickel mine investment and
partnership opportunities in Southeast Asia. Currently, the Group has
subsidiaries and offices in the PRC, Hong Kong, Singapore, and Indonesia
with a global workforce of about 1,100 people.
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Corporate Information

AFRH
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Hong Kong:

China CITIC Bank International Limited
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Singapore:
Citibank Singapore Limited
China CITIC Bank International Limited

WEBSITE

ir.nickelholdings.com

STOCK CODE
2889

Annual Report 2016

PEEEEXEME
EA R A

BN TR & 7K B 7KK 24 5%
THEEEEEFEE 75
4% 450012

L]
BORUKBR AN BT

RDEBFERRE

Royal Bank of Canada

Trust Company (Cayman) Limited
4th Floor

Royal Bank House

24 Shedden Road

George Town

Grand Cayman KY1-1110
Cayman Islands

ROBFECEEEBDTE

EBPRELFELTLERAA
BE

(T

SEKER 1835

AR L1TMIE

FEEREIT

B8
FERT (BB AR A H
EBLSELRITERAR

FE

RiBIRITR D BR A A
RERITIRMDBR A A
EERRERRITROERAR
HEBRFENBERITROERAA
STERITIRD AR AT

N
TEMEERITHT AN B IR A 7]
FIEERTT (B BER QA
N

ir.nickelholdings.com

BRAD SR
2889

Nickel Resources International Holdings Company Limited

03



Five-Year Financial Summary

AFEMBEER

SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets, liabilities and
non-controlling interests of Nickel Resources International Holdings
Company Limited (the “Company”) and its subsidiaries (hereinafter
collectively referred as to the “Group”) for the last five financial years
prepared on the basis set out in the note below is as follows:

MBERBE
RERERZERERAR(TARAD REHMER
A (AT #e78 [ AR SR ) 1048 5 T (8 9 B F E AR IR
TXHEMBEEERHRIDAMES  BE - A
[EUSEZEI Ty 3l 3 (I

Results 4
2016 2015 2014 2013 2012
ZE-RF —T—hF _TWMF —T—=F —T—_F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHT FHET FHT FHET
Revenue Uk & 176,760 38,697 336,403 1,635,170 1,810,036
Cost of sales 5 & B (156,389)  (123,840)  (501,897) (1,664,620) (1,656,057)
Gross profit/(loss) ER,(1]) 20,371 (85,143)  (165,494) (29,450) 153,979
Other gains/(loss), net Hbzs, (E18)
FEE 74,281 50,272 18,855 49,477 (100,414)
Selling and distribution SHE R DA
costs (3.897) (2,579) (10,036) (5,196) (19,225)
Administrative expenses TR (232,410) (191,315)  (176,980)  (284,672)  (243,040)
Finance income A& U A 3,240 8,064 145,079 17,735 20,546
Finance costs B E AR (320,186) (451,264) (559,261) (280,927) (356,547)
Other expenses HihF (133,200) (110,891) (36,740) (67,737) (10,981)
Gain on disposal of & — R B A A
a subsidiary 2 BF - - - - 675,291
Impairment losses on e Y ]
property, plant and BERE
equipment (54,434) (440,356) (597,392) (726,185) (151,883)
Provision for impairment of ~ BEXRF—MEE AR
loan to an associate 2R EEE - - (56,975) - -
Share of (loss)/profit of JEAE — R EE & A T
an associate (EB18) %A - - (26,474) (13,508) 851
Loss before MRETSBIATES 18
income tax (646,235) (1,223,212) (1,465,418) (1,340,463) (31,423)
Income tax (expense)/credit  FTEH (), E® (443) (1,141) 11,205 (25,043)  (248,293)
Loss for the year FEBR (646,678) (1,224,353) (1,454,213) (1,365,506)  (279,716)
Attributable to: B
Equity holders of the RRATERFFE A
Company (645,992) (1,222,916) (1,453,133) (1,366,411) (278,301)
Non-controlling interests FEEAR R (686) (1,437) (1,080) 905 (1,415)
(646,678) (1,224,353) (1,454,213) (1,365,506) (279,716)
Dividends B’E - - - - 23,043
04 SBREREBERERADF —E-REFERE



Five-Year Financial Summary

AFEMBEER

Assets, Liabilities and Non-controlling Interests

BE  BERFERES

2016 2015 2014 2013 2012
—RE ZT—hF —FT-NOF —T—=F —F—=
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FET FET FHET FHETT FA&T
Total assets BEE 3,423,972 3,779,417 5,367,597 6,316,918 7,824,022
Total liabilities HEE 3,686,429 3,541,771 3,973,220 3,498,941 3,819,426
Non-controlling interests FEEAR 6,006 6,682 8,465 9,450 18,905
Net (liabilities)/assets F (8l EE (262,457) 237,646 1,394,377 2,817,977 4,004,596
Note: BfsE -
The consolidated results of the Group for the years ended 31 December 2012, 2013, AREEBRBE-_T——F . —T—=F . —_T-—"NEK_-FT
2014 and 2015 were extracted from the Annual Report 2012, 2013, 2014 and 2015 of —RE+ A=+ —RHIEEZEAXE S REEA AT
the Company respectively (as restated from RMB to HK$ wherever applicable) while those T T =F - NERSE-AFFERS
for the year ended 31 December 2016 were prepared based on the consolidated income (WYHAERBEHNASE(WEAR)) MBEE_Z—XRE+_-8
statement and consolidated statement of financial position as set out on page 79 and S+ —HIEEGAEENORERETIOENFESIBEEES?

pages 81 to 82, respectively. This summary does not form part of the audited financial

statements.
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Corporate Responsibility
TRRE

UNLIMITED COMMITMENT WITH LIMITED
RESOURCES

It is the responsibility of an enterprise to utilise limited resources in an
efficient way and protect the environment with dedication and
creativity. Aiming to fulfil unlimited commitment with limited
resources, the Group has devoted efforts in the research and
development of new and green technologies and products in order to
realise the targets of high recovery rate, low emission as well as
resources recycling with effective and comprehensive use of resources.
The management believes that the Group is able to bring satisfactory
economic returns for the investors through proper use of limited
resources.
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Recognition and Awards

KERRIR

AWARD #8158

EUROMUNEY

ASIA BEST
MANAGED
COMPANIES

2013

Congraalates
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SINGAPORE 1000 COMPANY

2012

o Best Managed Company in Asia (Metals & Mining) 2013 from Euromoney
e (Euromoney) —ZE—=F [DMNEEEERA (B REETHE) ]

° Singapore 1000 Company 2012 from DP Information Group
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o The Asset Triple A Awards — The China’s Most Promising Companies in Mining 2011 from the Asset
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o Certification for exporting and selling steel bar products in Indonesia
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Chairman’s Statement
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Chairman’s Statement

FRBEE

Dear Shareholders,

| am pleased to present the Annual Report of the Company for the
year ended 31 December 2016 and extend my gratitude to all the
shareholders on behalf of the Board of Nickel Resources International
Holdings Company Limited.

REVIEW

2016 continues to be a challenging year full of uncertainties for both
the PRC’s steel market and the Group. The over-supply situation had
not fundamentally improved amid the increasingly fierce competition
from similar products in the steel market although the PRC's
government has started to study the appropriate solutions to mitigate
such over-supply situation continuously.

During the year, despite the recent rebound of the PRC steel market,
the steel price was persisting weak. Together with the Export Ban
which was implemented in early 2014 by the relevant governmental
authorities of Indonesia has continuously casted significant doubt on
the Group's financial performance and cash flows position in 2016.

Following the new orders obtained from customers in 2016 and in
the first quarter of 2017, the continuous development of the high
strength stainless structural special steel products by the Group and
the successful of the launching market strategies for household,
electricity, communications, photovoltaic and animal husbandry uses
which will generate higher margin with lesser impact affected by
macro economy, we expect the Group may have new products
bringing to the higher margin market in the future.

The above unfavourable factors continuously brought substantial
negative impacts to the Group’s future operational and financial
performance. During the year ended 31 December 2016, despite the
Group's turnover increased substantially when compared with last
year, the Group still recorded a substantial loss mainly due to the
provision for impairment losses of property, plant and equipment of
HK$54.4 million as well as the significant finance cost of HK$320.2
million.

Annual Report 2016
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Chairman’s Statement

FRBEE

PROSPECTS

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

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

We believe that after the technology industrialisation and
modernization of special steel products, the Group will have a
stronger competitive advantage in the industry.

Also, we are considering and seeking for any possible alternatives and
financing sources to facilitate the development of the Indonesia
project, that is, for building up special steel mills in Indonesia in the
foreseeable future.

I have confident to achieve our restated performance targets through

the cooperation with all staff and the potential investors to bring
fruitful returns to our shareholders.

Dong Shutong
Chairman & CEO

Hong Kong, 30 March 2017
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Management Discussion and Analysis

EERBEFWRSHh

For the year ended 31 December
BE+-A=+t—HLEE

2016 2015
— s
HK$'000 HK$'000
FHERT FHIT
Revenue gy 176,760 38,697
Gross Profit/(Loss) EF,(18) 20,371 (85,143)
Loss before Interest, Tax, Depreciation and A2~ F1E - ITE REHERTZ
Amortisation* Eia (187,356) (244,264)
Loss before Tax FrEi A E R (646,235) (1,223,212)
Loss Attributable to Equity Holders RAGIERFTB ABGERE
of the Company (645,992) (1,222,916)
Gross Profit/(Loss) Margin EF(18) = 11.5% (220.0%)
LBITDA Margin LBITDA & (106.0%) (631.2%)
# Loss before Interest, Tax, Depreciation and Amortisation (“LBITDA”) also excluded # MR B~ B8 - e R AT (TLBITDAL) N8 3E

impairment losses of property, plant and equipment of HK$54.4 million (2015:
HK$440.4 million).

OPERATING ENVIRONMENT ANALYSIS

Impact of Export Ban

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

Pursuant to the relevant regulations promulgated in Indonesia,
unprocessed ore export by mining business licence holders in
Indonesia (“IUP Holders”) has been banned from 12 January 2014
onwards unless the IUP Holders have carried out processing and
refining domestically according to Government Regulation No. 23 of
2010 regarding implementation of activities of business of minerals
and coal mining and have conducted refining and smelting in
accordance with Law No. 4 of 2009 regarding minerals and coal
mining (“Export Ban”). Due to the Export Ban, Yiwan can no longer
export unprocessed ore to the Group.

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

12 #BERERZERAERAR
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Management Discussion and Analysis

EEBEFWRSh

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

Operating environment in 2016

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

Despite the recent rebound of the PRC steel market, we remain
pessimistic about the steel market in the PRC in the short term due to
the continuation of over-supply and the persisting weak steel price
under fierce competition in the steel market. Although the PRC
government started to implement certain solutions to mitigate the
over-supply situation, we expect the prices of iron and steel products
may not have significant rebound in the near future. However, in the
long term, we expect the global economy will gradually recover and
the economy of the PRC will maintain its healthy growth trend. Going
forward, domestic market in the PRC will become quality-oriented,
which will impose higher requirements on products in terms of
environmental-friendliness, safety and durability, sustainability and
recycling. We expect that the quantitative demand for high quality
steel products will increase significantly in the long run, and product
development will incline to the high-end market.

To capture these business opportunities, the Group has shifted to the
production of high quality iron and special steel products through the
application of more environmental-friendly production method.
Moreover, the Group completed the innovation on the new “high-
strength special steel” product in the second half of the year 2014
which can be applied to bridge construction, offshore oil platform
construction, marine construction, ship construction, power
transmission engineering and marine transport facilities. Despite the
new “high-strength special steel” products launching to the market is
still at the beginning stage, the Directors believe that the “high-
strength special steel” product can contribute substantially to the
Group's future operating profits upon the successful exploration and
development of the new "high-strength special steel” products in the
PRC steel market in the near future.

Annual Report 2016

BRTHBRAESEBERERTE  HOZEN
HEMSMEMEEXBERKAATLE - REB
REBHETERRENRORER  AEEA
ZRPETISRERSL - ARNELEREERE -
Rz 8 7 &R MR e EERAK -

R-IZB-AR"ENEEBERER

R-F—RFrtE HERERERAREOER
BIFt - ZREAIREER AR — T — R FERAHEE
TTEHBRFBUARPEBHNERE - BEEEET
XOFt i EEEESETSOE T - BEMNRER
ERER SRR -

(& B ST H SRR - B RME SR
P REE TS L N E - FEARET S
SRR - 30 IR B 0 A R S (B AR A
o REFRBRFENRERET HRAD %S
(LREBTIER - E% (P76 B30 E R M0 A 5 2
NREBAERE - A BREHE - RAES
SRR E S E AR - B SR TR S
WES AKX PEENTEBEZEEE -
MUELBR B2 RMA - THERTEKS
HERES  RAEHEENSEERER NS
KEHEAERE  ERNBREBABHTE -

RIELLEEE  AEECETEBREERER
ISR G  WIRAEIRROEETDE © M5
AEBEER T —WE T FoplR [ =585
Em i - AR EANERER B LA
BRR BFERE MHRE BWEIRNEF
BRiRE - BERMSHELEH SR Em
DARBRNEFSNEER  EFRE FIAKKRF
B E ISR RR MR [ SR ] ZEm
% =R EmSAKRABARE 2 RRE

B -

Nickel Resources International Holdings Company Limited 13



Management Discussion and Analysis

EEBEFWRSh

BUSINESS REVIEW

Project Progress

In the PRC

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

Due to the Export Ban and the continuation of over-supply and the
persisting weak steel price under fierce competition in the steel
market, the production of iron ores related products was affected
substantially. The management has decided to suspend the
production plan to a later period. Because of the Export Ban, the
expected recoverable amount of the plant continually decreased since
2013. As a result, the Directors made a further provision for
impairment of the property, plant and equipment of the plant
amounted to HK$54.4 million in 2016.

In Indonesia

PT. Mandan Steel, our wholly-owned subsidiary incorporated in
Indonesia, is our future processing and manufacturing arm in
overseas. PT. Mandan Steel is also recognised as a key iron and special
steel mill construction project of Indonesia with strong support from
Indonesia central government, and offers manufacturing capability
that is valuable considering the new mining regulations in Indonesia.
The special steel mill project will produce special steel bar for concrete
reinforcement to capture the market opportunities in Indonesia. This
processing facility can save shipping fee, loading and unloading
charges and inland port charges. After the Export Ban which affected
our cash flow position together with the delay in disposal of 30%
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equity interest of SEAM, a wholly-owned subsidiary of the Company,
the Group is seeking other financing sources to facilitate the
development of the project. Management is currently negotiating
with the relevant parties to facilitate the completion of the proposed
disposal despite longer than expected time was spent as a result of
the rapid changes in the environment that SEAM operates in.

Business Development

Ore trading business

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

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

It is possible that the relevant mining regulations in Indonesia may be
amended but there is no guarantee that the Export Ban will be
uplifted in near future.

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

Special steel-making operations

For the special steel-making operations of the Group, both the sales
volume and profit margins of stainless steel products and Ni-Cr alloy
steel ingots rebound during the year attributable to the reversal of the
weak construction and the recovery of the PRC’s property market in
2016. However, due to the over-supply under the intense competition
on steel products market in the PRC, the Export Ban and the
continuous weak demand in the iron and steel market in the PRC, the
production plant of Zhengzhou Yongtong Special Steel Company
Limited (“Yongtong Special Steel”), a subsidiary of the Company,
suspended production from January 2016 to February 2016 and also
suspended production from mid-July 2016 to mid-September 2016
when the Environmental Protection Bureau in Zhengzhou City, Henan
Province taking measures to monitor and control the air pollution
index since early July 2016.
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While we expect the keen competition in the steel market of the PRC
will continue in 2017, the demand for steel products will gradually
pick up. Following the Environmental Protection Bureau taking
measures to monitor and control the air pollution index in 2016, we
expect the environmental protection issues will continue in 2017 and
the supply of the stainless steel products market may be affected.
Therefore, the Group will take this opportunity to produce
substantially the market needed stainless steel products in near future.
The Group is also actively developing new high value-added special
steel products and identifying PRC and overseas markets with growth
potentials to strengthen our product portfolio and reduce market
concentration risk.

Financing Arrangement

As at 31 December 2016, the Group had net current liabilities of
approximately HK$3,253.3 million. The Group has been actively
negotiating with PRC and overseas banks and institutional investors
for new borrowings and renewal of existing borrowings when they
fall due. During the year, the Group had successfully obtained bank
and other borrowings of HK$1,283.9 million to finance its operation
and for repayment of its borrowings when they fall due.

In addition, based on the framework agreement with a potential
investor for the disposal of 30% equity interest of SEAM, a wholly-
owned subsidiary of the Group, the aggregate consideration will be
approximately US$150 million (equivalent to approximately HK$1.2
billion). The transaction is still in progress due to the rapid change in
operating and regulatory environment of SEAM, and the potential
investor needs more time for conducting due diligence work.

Syndicated loans in PRC

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

References are made to the announcements of the Company dated 7
March 2016 and 29 September 2016 in respect of, among other
things, the (i) proposed issue of Subscription Shares under the Specific
Mandate; (ii) application for the Whitewash Waiver; and (iii) Special
Deal (the “Subscription Announcements”). Unless otherwise stated,
capitalised terms used in these announcements shall have the same
meanings as defined in the Subscription Announcements.

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

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

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

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

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

On 29 September 2016, the Company and the Subscriber agreed to
extend the Long Stop Date from 31 December 2016 to 30 September
2017.

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

Bonds

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

Since December 2014, the Group had continuous default in payment
of due interest and principal under the terms and conditions of the
Bonds, the default may trigger a cross-default in accordance with
respective terms and conditions of the Bonds. In such an event, DB
Trustees (Hong Kong) Limited, in its respective capacities as trustee for
the holders of the Bonds is entitled to, amongst other things,
accelerate the Company’s obligations under the Bonds and declare
the outstanding principal amounts of the Bonds to be immediately
due and payable, together with outstanding interest and all other
sums payable. Upon the passing of the Extraordinary Resolutions by
the Company on 21 June 2016 and 6 July 2016, no Senior
Bondholder or Convertible Bondholder shall demand repayment of
any amount due under such Bonds or take any action to enforce the
payment of monies or exercise any other right thereunder or
otherwise take any action against the Company whether or not under
the terms and conditions of such Bonds or request or require the
relevant bonds trustee to take any action against the Company from
the date of the Extraordinary Resolutions to (and including) the date
upon which the Schemes are implemented.
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As disclosed in the announcement of the Company dated 13 June
2016, (i) the principal amount of the 12% Coupon Senior Bonds of
HK$390,990,000 and the accrued interest of HK$90,769,000 are
outstanding; (i) the principal amount of the 8% Coupon Convertible
Bonds of HK$117,525,000 and the accrued interest of
HK$18,725,000 are outstanding; and (iii) the principal amount of the
Modified 10% Coupon Bonds of HK$28,400,000 and the accrued
interest of HK$5,996,000 are outstanding.

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

As at the date of this annual report, there was no new material
development to report since the publication of the periodic
announcement by the Company on 24 March 2017.

Background of the meetings of the Bondholders

As disclosed in the announcement of the Company dated 7 March
2016, completion of the Subscription is conditional upon, among
other things, the necessary order of the High Court of Hong Kong
and consent of the other relevant parties with respect to the execution
of an approved scheme of arrangement between the Company and
the creditors under the Debt Restructuring Proposal having been
obtained.
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As an initial step of the Debt Restructuring Proposal, separate
meetings of the Convertible Bondholders, the Senior Bondholders and
the 10% Bondholders were convened in order to give effect to the
following:

o the Convertible Bondholders to be treated as a separate and
single class under the Schemes, not as part of the class of
secured creditors of the Company, who are creditors under the
Schemes nor as part of the same class as the Senior
Bondholders;

o the Senior Bondholders to be treated as part of the same class
as the existing unsecured creditors of the Company (including
the 10% Bondholders), who are creditors under the Schemes;

o the cancellation of all outstanding principal on the Bonds;

o the cancellation of all outstanding interest, accrued and unpaid,
on the Bonds; and

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

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

Meetings of the Bondholders

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

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

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

Results, adjournment and dissolution of the meetings of

the Bondholders

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

The Company announced that:

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

(b) the Meeting of the Senior Bondholders convened and held at
11:00 a.m. (Hong Kong time) on 21 June 2016 was quorate at
the first calling and the number of votes cast at such Meeting
was as follows:
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As at least three-quarters of the votes cast at the Meeting of the
Senior Bondholders were cast in favour of the Extraordinary
Resolution, the Extraordinary Resolution put forward to the
Senior Bondholders was passed, and will become effective
subject to the Extraordinary Resolution to be considered by the
Convertible Bondholders also being passed at the adjourned
Meeting of the Convertible Bondholders (or any further
adjournment thereof). No holder of the Senior Bonds was
required to abstain from voting on the Extraordinary Resolution
at the Meeting of the Senior Bondholders; and

() as a quorum was not present at the Meeting of the 10%
Bondholders convened and held at 11:30 a.m. (Hong Kong
time) on 21 June 2016 after 15 minutes since the time
appointed for holding such Meeting, as agreed by the Company
and the 10% Bonds Trustee, such Meeting was dissolved in
accordance with the 10% Bonds Trust Deed.

Results of the adjourned meeting of the convertible
bondholders

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

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

HREEEFHAARG LRIED 2=
SHERFRIRZER - Bt - AEEESFR
BEANRENFRIRERCDERE - YHENA
BRESFFEABEENSIRAR RN TS
BTN A RRESFAEARE (SEE—
FRPKRE) —REBBREREN - HEEE
BEHFRBEABREREFFEAKRE L
FABERERE &

© BHRZZE—XR"FANA-t+—BLF+—8
=+o(BEEM) MERAMBITI0EGS
BEARGREBASIEER/TRER5
DEE%  ABRMETABMLE Bt &
AABHEI0EEHFZTABET  BEAKX
IR 10 BEHS70RIE T ARREL -

TERRESFFAAERRAENER

RABIEESIHE AL ReHE  RIEEAT
BREFZTANEBEESELT(EB)BRARF]
AR EH I AREE A SR H46,775,0008 7T °

ARBEM RZT—R"FLARALF+E
=t (BEERB) AREBTNARERESFE
ABRREDEEZEAY  BEREHAG LERRE
FORREIT ¢

FOR AGAINST

B o)

Total number of votes cast EEE 1,446 285

Votes as a percentage of all votes cast (%) BREEIAARESANE DL (%) 83.54% 16.46%
Votes as a percentage of all outstanding BE(R I REEMIRRESD

Convertible Bonds (%) B (%) 77.29% 15.23%

As at least three-quarters of the votes cast at the adjourned Meeting
of the Convertible Bondholders were cast in favour of the
Extraordinary Resolution, the Extraordinary Resolution put to the
Convertible Bondholders was passed and became effective. No holder
of the Convertible Bonds was required to abstain from voting on the
Extraordinary Resolution at the adjourned Meeting of the Convertible
Bondholders.
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The Extraordinary Resolution put to the Meeting of the Senior
Bondholders which was passed on 21 June 2016 has also become
effective from the time the Extraordinary Resolution put to the
Convertible Bondholders at the adjourned Meeting of the Convertible
Bondholders was passed.

Third and Second Delisting Stage and Resumption
Conditions

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

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

1. demonstrate its compliance with Rule 13.24 of the Listing Rules;

2. publish all outstanding financial results and address any audit
qualifications;

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

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

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

Company's position.

The Stock Exchange may impose further resumption conditions if
necessary.

The Second Delisting Stage expired on 3 January 2017.
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On 13 January 2017, the Stock Exchange issued a letter to the
Company stating, among other things, that the Stock Exchange
considered that the Company had not satisfactorily demonstrated
sufficiency of operations or assets as required under Rule 13.24 of the
Listing Rules. Accordingly, the Stock Exchange decided to place the
Company into the third delisting stage under Practice Note 17 to the
Listing Rules (the “Third Delisting Stage”).

The Company is required to submit a viable resumption proposal
addressing the resumption conditions mentioned above at least 10
business days before the expiry of the Third Delisting Stage.

The viable resumption proposal must be clear, plausible and coherent,
and contain sufficient details (including forecasts and clear plan for
future business development) for the Stock Exchange’s assessment.
The Company must demonstrate that it has business of substance and
the business model is viable and sustainable. The resumption proposal
should also comply with the Listing Rules and all applicable laws and
regulations.

The Third Delisting Stage will expire on 24 July 2017. At the end of
the Third Delisting Stage, if no viable resumption proposal is received
by the Stock Exchange, the Company’s listing will be cancelled.

SUBSEQUENT EVENT

During the year ended 31 December 2016, CNR Group Holdings Pte.
Ltd. ("CNRG") received a statutory demand letter dated 25 August
2016 from a legal adviser acting for the Comptroller of Singapore
Income Tax (the “Comptroller”) demanding a sum of approximately
$$5,159,000 (equivalent to approximately HK$28,756,000),
comprising the unpaid income tax and penalties imposed by the
Comptroller to be paid or secured or compounded to the
Comptroller’s satisfaction within three weeks from the date of the
statutory demand, failing which the legal advisor had instructions to
commence winding-up proceedings against CNRG pursuant to section
254(1)(e) read with section 254(2)(a) of the Singapore Companies Act
(Cap.50). These liabilities have been fully provided for by the Group as
at 31 December 2016.

On 1 November 2016, CNRG was notified that an application was
filed on 28 October 2016 to the High Court of the Republic of
Singapore seeking the winding up of CNRG and appointment of
liquidator of CNRG pursuant to Rule 31 of the Companies (Winding
Up) Rules R1 (the “Winding Up Application”).
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Subsequent to the year ended 31 December 2016, the Group received
an Order of Court upon the hearing of the Winding Up Application at
the High Court of the Republic of Singapore held on 6 March 2017.
The High Court of the Republic of Singapore ordered that, amongst
others, CNRG be wounded up and a liquidator be appointed to
commence the winding up proceedings. Up to the date of this annual
report, the winding up proceedings are still in progress. The Directors
consider that the winding up of CNRG would not result in any further
material adverse effect to the Group’s financial position.

FINANCIAL REVIEW

Turnover and sales volume

Major products of the Group were ferro-nickel alloys, Ni-Cr alloy steel
ingot and stainless steel products. The table below sets out the
turnover and sales volume of our products for the years indicated:

Turnover

RBE-_Z-—R"F+_A=+—HILFEZ%"
AEER -_T—LF=ARAEMMEHANES
EXEGBERBBRTRMBRREELIEDS -
R AMBE S E AR BS - HREHE - CNRGH#
TEBRIZE-RBRARBBRIESF -BER
FHREH  BREFDEETFT - EFRBCNRG
B SRS T & B AN B B B AR B A A R —
FHEBATHMTE -

B 1% B B

EEERHE

AREY TEESARAAS BEALEER
THBES - THRUIAEBERRHRFLZ
EEERKE -

B

For the year ended 31 December
BE+-A=1+T—HLEE

2016 2015
—E-RE —E—RF
HK$'000 % HK$’000 %
FET % FHET %
Iron and Special Steel Products: & 4$M&E ¢
Stainless steel products 5 = 20,872 12% 10,543 27%
Ferro-nickel alloy steel ingot 2GS & MiE K HA
and others 82,083 46% 19,097 50%
Ni-Cr alloy steel ingot 286 S MiE 73,805 42% 9,057 23%
Total et 176,760 100% 38,697 100%
Sales volume e
For the year ended 31 December
BE+T-HA=+—HLEE
2016 2015
—E-RE —E—hE
(tonnes) % (tonnes) %
(Amg) % (AWE) %
Iron and Special Steel Products: # R4 W :
Stainless steel products 455 i £ o 3,035 7% 1,662 18%
Ferro-nickel alloy steel ingot RIS S MiE R EAMA
and others 18,233 40% 6,258 66%
Ni-Cr alloy steel ingot 1RI8E S ME 23,677 53% 1,475 16%
Total et 44,945 100% 9,395 100%
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In 2016, the turnover of the Group recorded a significant increase of
HK$138.1 million, or 356.8%, to HK$176.8 million (2015: HK$38.7
million) due to the recent rebound of the PRC steel market.

In 2016, nearly half of the revenue of the Group was contributed by
sales of Ferro-nickel alloy steel ingot and others, which was increased
by HK$63.0 million or 329.8% to HK$82.1 million (2015: HK$19.1
million). The sales volume was increased by 11,975 tonnes or 191.4%
to 18,233 tonnes (2015: 6,258 tonnes). The average selling price per
tonne was increased by HK$1,426, or 46.4% to HK$4,502 (2015:
HK$3,076).

Another significant contributor to the Group revenue was sales of Ni-
Cr alloy steel ingot, which was increased by HK$64.7 million or
714.9% to HK$73.8 million (2015: HK$9.1 million). The sales volume
was increased by 22,202 tonnes, or 1,505.2% to 23,677 tonnes
(2015: 1,475 tonnes). The average selling price per tonne was
decreased by HK$3,023, or 49.2% to HK$3,117 (2015: HK$6,140).

The sales of stainless steel base materials and products also recorded
an increase of HK$10.4 million, or 98.0% to HK$20.9 million (2015:
HK$10.5 million). The sales volume was increased by 1,373 tonnes, or
82.6% to 3,035 tonnes (2015: 1,662 tonnes). The average selling
price per tonne was increased by HK$533, or 8.4% to HK$6,877
(2015: HK$6,344).

Cost of sales

The cost of sales in 2016 was increased by HK$32.6 million, or
26.3%, to approximately HK$156.4 million (2015: HK$123.8 million).
The increase in cost of sales was mainly due to increase in sales.

The unit costs of sales in 2016 for Ferro-nickel alloy steel ingot and
others, Ni-Cr alloy steel ingot and stainless steel products were
HK$6,536 (2015: HK$4,099) and HK$2,666 (2015: HK$6,112) and
HK$9,769 (2015: HK$5,710) per tonne respectively.

Gross profit/(loss)

The Group's recorded a gross profit amounted to HK$20.4 million in
2016 (2015: gross loss of HK$85.1 million). The gross profit margin in
2016 was 11.5% (2015: gross loss margin of 220.0%).

Other gains, net

Other gains, net in 2016 were increased by HK$24.0 million, or
47 .8%, to HK$74.3 million (2015: HK$50.3 million). The increase was
mainly due to foreign exchange gain, claims income received and gain
on disposal of property, plant and equipment in 2016.
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Selling and distribution expenses

Selling and distribution expenses in 2016 were increased by HK$1.3
million, or 51.1%, to HK$3.9 million (2015: HK$2.6 million),
representing 2.2% of turnover (2015: 6.7%). Increase in selling and
distribution expenses was mainly due to the increase in sales.

Administrative expenses

Administrative expenses in 2016 increased by HK$41.1 million, or
21.5%, to HK$232.4 million (2015: HK$191.3 million). The increase
in administrative expense was mainly due to increase in legal and
professional expenses and administrative related employment benefits
expense as a result of increase in operating activities of the Group
during the year.

Finance income
Finance income in 2016 was decreased by HK$4.9 million, or 59.8%,
to HK$3.2 million (2015: HK$8.1 million).

Finance costs

Finance costs in 2016 were decreased by HK$131.1 million, or 29.0%,
to HK$320.2 million (2015: HK$451.3 million). Decrease in finance
cost was mainly due to decrease in notes payables and lower interest
rate applicable to the syndicated loan obtained in 2016.

Other expenses

Other expenses in 2016 were increased by HK$22.3 million, or
20.1%, to HK$133.2 million (2015: HK$110.9 million). The increase
was mainly due to increased provision for impairment of prepayments
and other receivables in 2016, netted off by decrease in the provision
for claims and disputes which was expensed in 2015 only.

Impairment losses on property, plant and equipment

In 2016, the Group recorded impairment losses of HK$54.4 million
(2015: HK$440.4 million) on its property, plant and equipment.
Details of the background of the impairment were discussed above.

Loss before income tax

As a result of the factors discussed above, the loss before income tax
for the year ended 31 December 2016 was HK$646.2 million (2015:
HK$1,223.2 million). The Group's loss before income tax margin was
365.6% (2015: 3,161.0%). The loss before interest, tax, depreciation
and amortization (LBITDA) margin was 106.0% (2015: 631.2%).
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Income tax expense

The applicable Hong Kong profits tax rate of the Company and its
subsidiaries which operate in Hong Kong is 16.5% based on existing
legislation. The entities within the Group which operate in the PRC,
Singapore and Indonesia are subject to corporate income tax at rates
of 17% to 25% for the year ended 31 December 2016.

Loss for the year and loss attributable to shareholders

As a result of the factors discussed above, the Group’s 2016 loss for
the year was HK$646.7 million (2015: HK$1,224.4 million) and the
2016 loss attributable to owners of the Company was HK$646.0
million (2015: HK$1,222.9 million).

FRrEBiRX

RIFRITED - ARABRERBELLEZHBA
AMERZBENERHEER165% BE-F
—ANETZA=Z+—HLEFE AEERHHE -
IR RENER 2 2 BRARNF17% E25% 2
MERBRERMEGH -

FEBERRRELER

ERUEFFRzAR  AEERZZT—RFZ
FEFIEAMTEESET(ZZ—RF 11,2244
BEEL) RARBEBEAELE _Z—NFEHER
6A6.0E BB (T —HE  1,222988%T) °

Key financial ratios TEGHEER
For the year ended
31 December
BE+=-HA=+—8
LHEFEE
Notes 2016 2015
MfaE —E—XF —E—hF
Current ratio B R 1 12% 17%
Inventory turnover days GFaEEE A 2 538 days H 673 days H
Debtor turnover days FEUBR SRR S B 25 3 55 days H 68 days H
Creditor turnover days FERT AR A B 21 4 284 days H 1,039 days H
Interest cover BT S8 5 -1.0 time f& —1.8 times f%
Interest-bearing gearing ratio SEREARAGBHEK 6 -886% 953%
Debt to LBITDA ratio B 55 LBITDA L X 7 -12.7 timesf% 9.0 times &
Net debt/Capital and net debt ratio FAEBARFRELE 8 108% 93%
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Note:
1. Current assets/Current liabilities x 100%
Inventories
2. X 365 days
Cost of sales
Trade and notes receivables
3. x 365 days

Turnover

Trade and notes payables
4. x 365 days
Cost of sales

Loss before interest and tax

5.
Net interest expense
Interest-bearing loans and other borrowings

6. (including convertible bonds)

. : x 100%

Equity attributable to the owners of the parent
Interest-bearing loans and other borrowings (including convertible bonds)
7.
LBITDA

Net debt*

8. - x 100%
Capital and net debt

* Net debt included bank and other borrowings, convertible bonds (the liability

component), trade and notes payables and other payables and accruals less cash
and cash equivalents, pledged time deposits and restricted cash.

Property, plant and equipment

Property, plant and equipment as at 31 December 2016 mainly
comprised plant and machinery. The decrease in balance by HK$169.2
million or 27.3% to HK$450.3 million (2015: HK$619.5 million) was
mainly due to the depreciation charges for the year.

Intangible asset
The intangible asset solely represents the unamortised amount of the
EOA from Yiwan secured by the Group in May 2007.

Inventories

The inventory turnover days decreased from 673 days in 2015 to 538
days in 2016. As at 31 December 2016, inventories balance increased
by HK$2.2 million, or 1.0%, to HK$230.6 million (2015: HK$228.4
million).

Trade and notes receivables

The debtor turnover days decreased from 68 days in 2015 to 55 days
in 2016. As at 31 December 2016, trade and notes receivables
balances were increased by HK$19.2 million, or 266.2%, to HK$26.4
million (2015: HK$7.2 million) mainly due to increase in sales.
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Prepayments, deposits and other receivables

As at 31 December 2016, prepayments, deposits and other receivables
balance decreased by HK$70.6 million, or 32.8%, to HK$144.7
million (2015: HK$215.3 million). The decrease in balance was mainly
due to provision made on the recoverable amount of prepayments to
Yiwan.

Cash and cash equivalents, pledged time deposits and
restricted cash

The aggregate amount of cash and cash equivalents, pledged time
deposits and restricted cash decreased by approximately HK$122.6
million, or 84.9%, to HK$21.8 million as at 31 December 2016 (2015:
HK$144.4 million). The decrease in the balance was mainly due to
cash used in operations.

Trade and notes payables

The creditor turnover days decreased from 1,039 days in 2015 to 284
days in 2016. As at 31 December 2016, trade and notes payables
balance decreased by HK$230.8 million, or 65.5%, to HK$121.8
million (2015: HK$352.6 million). The decrease in trade and notes
payables balance was due to reduction of notes payables during the
year. The trade payables are unsecured, interest-free and are normally
settled on terms of 60 to 180 days while the bank bills are generally
on terms of 90 to 180 days.

Convertible bonds

Decrease in the convertible bonds from HK$117.5 million as at 31
December 2015 to HK$46.8 million as at 31 December 2016 was
solely due to conversion of the convertible bonds during the year.

Bank and other borrowings

As at 31 December 2016, total bank and other borrowings balance
were increased by HK$248.1 million, or 11.9%, to HK$2,331.5
million (2015: HK$2,083.4 million). Increase in the bank and other
borrowings was mainly due to new financing for the Group during
the year.

Liquidity, going concern and capital resources

During the year ended 31 December 2016, the Group incurred a loss
of approximately HK$646.7 million and had a net operating cash
outflow of approximately HK$312.6 million. As at 31 December 2016,
the Group’s had a shareholders’ deficit of HK$262.5 million and
current liabilities exceeded its current assets by HK$3,253.3 million. Its
total bank and other borrowings amounted to HK$2,331.5 million are
overdue or repayable on demand. The cash and cash equivalents of
the Group amounted to HK$20.1 million as at 31 December 2016.
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Management Discussion and Analysis
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Following the Export Ban which has substantially affected the cash
generating ability from operations of the Group, a series of remedial
measures to mitigate the liquidity pressure were taken in 2016 to
improve its financial and liquidity position of the Group, details of
which are set out in the Board’s consideration — Mitigation measures
to going concern issue of this annual report. Please also refer to the
details regarding uncertainties on the going concern of the Group as
stipulated in the section headed “Going concern” in Note 2.1(a) to
the consolidated financial statements.

The Group’s working capital has been principally sourced from cash
generated from operations and from long-term and short-term
borrowings.

As at 31 December 2016, the Group had current liabilities of
HK$3,676.9 million, of which HK$2,331.5 million were bank and
other borrowings overdue or due for immediate repayment and
HK$1,144.0 million were other payables and accruals.

Interest rate risk

The Group's bank borrowings mainly bear floating rates. The Group
has implemented certain interest rate management which includes,
among the others, close monitoring of interest rate movements and
refinancing on existing banking facilities or entering into new banking
facilities when good pricing opportunities arise.

Foreign currency risk

The Group's purchase and sales for the year are mainly denominated
in Renminbi (“RMB”). As at 31 December 2016, the bonds were
denominated in Hong Kong dollar (“HK$") while bank and other
borrowings were mainly denominated in RMB, and other assets and
liabilities of the Group are mainly denominated in RMB.

As at 31 December 2016, the Group did not enter into any hedging
transactions to manage the potential fluctuation in foreign currency
as the Directors considered the Group had no significant foreign
currency risk. However, the Group will closely monitor the foreign
currency risk and consider using necessary financial instruments for
hedging purposes if they foresee the foreign currency risk is
significant.

Material acquisitions and disposals of investments

The Group did not undertake any material acquisitions or disposals of
investments during the year under review.
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ENVIRONMENTAL ISSUES

The Board believes that a sound environmental, social and governance
("ESG") structure is vital for continued sustainable development of
the Group. Meanwhile, the Group wishes to enhance its transparency
to achieve and uplift the sense of environmental protection and social
caring amongst various stakeholders. The Group encourages
employees, customers, business partners and other stakeholders to
boost their ESG concerns in this sustainable development journey.

The Group strives to promote the overall standard of domestic
environmental protection and contribute to its green sustainable
development in order to meet the changing needs of an advancing
society. During the year, designated staff are assigned to enforce and
supervise the implementation of relevant ESG policies.

An ESG report is being prepared in accordance with the Appendix 27
Environmental, Social and Governance Reporting Guide to the Rules
and Guidance Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and will be published on the
Company’s and the Stock Exchange’s websites. This ESG report is
designed to allow the public to have a more comprehensive and
profound understanding of the Group’s performance on
environmental protection and corporate social responsibility.
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DIRECTORS

Executive Directors

Mr. Dong Shutong, aged 65, was appointed as Director of the
Company on 16 March 2004 and is currently an Executive Director,
the Chairman, the Chief Executive Officer, a member of the
Remuneration Committee and the Chairman of the Nomination
Committee of the Company. He is responsible for formulating the
Group's overall business plans and strategies. Mr. Dong is the founder
of the Group. He has been the Director of Yongtong Special Steel, an
indirect wholly-owned subsidiary of the Company, and a number of
subsidiaries of the Company since 1993. He was involved in the
management and day-to-day operations on a full time basis. He
served as the vice manager and senior economics and technology
consultant of Ministry of Metallurgical Industry Metallurgy News
Information Development Company (A& T ¥ E0/8 Mtz 8%
A A])in 1989. Formerly, the said company was the Ministry’s
department responsible for news and major reports about the
metallurgical industry. Mr. Dong was also appointed as the director of
Synthesis Department of the World Metallurgical Products Exhibition
in 1990. The said organization was primarily involved in the activities
relating to exhibitions of metallurgical products. In 1992, he was
appointed as the general manager of Henan Sanen Industry Sci-Tech
Industrial Company (i F = B T EHEEZ A F)). The said company
was primarily involved in research and development of industrial
technologies. Between October 1984 and April 2004, the business of
refractory materials factory, a factory principally involved in production
and management of refractory materials, was contracted out to and
managed by Mr. Dong. He was both the plant manager and the sole
legal representative of the refractory materials factory from 1984 to
2004. He has also served as a part-time associate professor in the field
of economics at Wuhan University of Science and Technology since
2002. He graduated from the Metallurgy Department of Wuhan Iron
and Steel College in 1989. He received his Trade and Economics
Degree from Graduate School of the Chinese Academy of Social
Sciences in 2000 too. During the years from 1985 to 1994, he has
been honoured many times by various PRC government authorities
for his outstanding achievement in advancement of technology. He
has also been awarded the “Award for Achievement in Development
of the World Patented Technologies” for his outstanding contribution
to the area of patented technologies. In addition, he won a gold
medal from Hong Kong Organising Committee of the International
Patent Technology Expo for his project of condenser type
bicomponent nozzle in 2001, and was named “The World's
Outstanding Chinese Entrepreneur” by the World Chinese
Entrepreneur Association in 2004. Moreover, he was appointed as a
member of Zhengzhou Overseas Exchange Association, and was
elected as a joint-committee member as well as the member
representative of Zhengzhou Enterprises Association in 2003. In 2004,
he was appointed as a representative of the Zhengzhou’s Twelfth
National People’s Congress. Mr. Dong was awarded one of the
Hundred Outstanding People of the Year in Industrial Economics by
the People of the Year in China’s Industrial Economics Award’s
Organising Committee in April 2005. Mr. Dong also published two
books, {¥TACE K & & — K4 4% tH/KE ) (What's behind the
New Economy — The Emergence of Spiritual Economy) in 2001 and
e (B{E A B4 EE A ) (Spiritual Value and the Transformation
of the Chinese Economy) in 2002.
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Mr. Dong is the father of Mr. Dong Chengzhe, an Executive Director
of the Company. He is also the sole shareholder and sole director of
Easyman Assets Management Limited (“Easyman”), and the
substantial and controlling shareholder of the Company.

Mr. Wang Ping, aged 61, was appointed as an executive director of
the Company on 10 October 2014. Mr. Wang joined the Company as
deputy chief executive officer of the Company on 1 September 2014.
Mr. Wang graduated from the University of Science and Technology
Beijing with a doctor degree in 1991 and possessed certain
technology patents related to metallurgy of iron and steel. Mr. Wang
possesses over 24 years of experience in metallurgy of iron and steel.

Mr. Wang has held positions in various organisations, including being
associate professor and professor of Ministry of Metallurgical Industry
and commissioner of scientific research of University of Science and
Technology Beijing from 1992 to 2000. From 2000 to 2004, Mr Wang
was the general manager of Zhengzhou Yongtong Special Steel
Company Limited, a wholly-owned subsidiary of the Company. From
2004 to 2006, Mr. Wang was the general manager of Shenyang Toyo
Steel Company Limited and from 2007 to 2014, as the chief engineer
and deputy chief executive officer of the metallurgy division under
Hanking Industrial Group Co., Ltd. From 2013 to 2014, Mr. Wang
acted as the executive director and chief executive officer of PT.
Karyatama Kona Utara, PT. Konutara Prima and PT. Konutara Sejati,
companies incorporated in Indonesia and are the subsidiaries of China
Hanking Holdings Limited (stock code: 03788) whose shares are listed
on the Stock Exchange, and was responsible for their overall
management and daily operation.

From 2009 to 2013, Mr. Wang was also an non-executive director of
Shandong Molong Petroleum Machinery Company Limited (stock
code: 002490), which shares are listed on Shenzhen Stock Exchange.

Mr. Dong Chengzhe, aged 38, was appointed as an Executive
Director of the Company on 12 March 2007 and was also appointed
as Deputy Chief Executive Officer of the Group. He graduated from
Wuhan University of Science and Technology with a Diploma in
International Trade. He also obtained a Bachelor Degree in
Accountancy from Royal Melbourne Institute of Technology and a
Master Degree of International Finance from Deakin University in
Australia. He joined the Group in 2007 and was responsible the
finance and international trading activities of Yongtong Special Steel,
an indirectly wholly-owned subsidiary of the Company. He was the
general manager of Yongtong Special Steel, and also the director and
general manager of CNR Group Holdings Pte. Ltd., an indirectly
wholly-owned subsidiary of the Company. Prior to joining the Group,
he was an owner of an international trading company in Australia. He
is the son of Mr. Dong Shutong, Executive Director, Chairman, Chief
Executive Officer and the substantial and controlling shareholder of
the Company.
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Mr. Song Wenzhou, aged 48, was appointed as an Executive
Director of the Company on 2 May 2005 and is responsible for the
Group's administrative, marketing and staff development matters.
Prior to joining the Group in July 1995, he had been a teacher at the
Zhengzhou Institute of Technology. He graduated from Beijing Open
University in 1987 with a Bachelor Degree in Linguistics and Phonetics.
He also received his Bachelor Degree in Chinese Language and
Literature from Henan Normal University in 1992 and Bachelor Degree
in Legal Studies from Central Broadcast and Television University in
2003. Since joining the Group in 1995 until February 2004, Mr. Song
was also responsible for the administrative matters at the refractory
materials factory.

Mr. Yang Fei, aged 39, was appointed as an Executive Director of
the Company on 30 August 2010 and was also appointed as
Authorised Representative of the Company on 1 August 2011. He has
joined the Company as the assistant to the Chairman of the Company
since 2006 and was also appointed as the Company Secretary and
Authorised Representative of the wholly owned subsidiary, Zhengzhou
Yongtong Special Steel Co., Ltd. Mr. Yang was the manager of the
Information Technology Department (October 2002 to August 2003)
and the general manager of the Market Development Department
(August 2003 to August 2006) of China Life — CMG Life Assurance
Company Limited. Prior to joining China Life — CMG Life Assurance
Company Limited, Mr. Yang was the assistant manager of the
International Business Department of Guangdong Branch, China Life
Insurance Company Limited from August 1998 to June 2001. Mr
Yang graduated with a Bachelor Degree in Economics from Beijing
University in June 1998 and a Master of Science Degree in Economics
from London School of Economics and Political Science in June 2002.
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Non-executive Director

Mr. Yang Tianjun, aged 73, was appointed as a Non-executive
Director of the Company on 2 May 2005. He joined the Group in
2005. Mr. Yang worked in Ministry of Metallurgy Forty Company (/&
£ ZP P Z A A)) and then in Angang Steelwork (£ $f 1% 8 i) for a
total of 14 years as a technician and then an engineer. He was the
Principal of University of Beijing Science and Technology for the period
from 1993 to July 2004, and has been a professor and mentor of
doctorate students of the Metallurgy Department of University of
Beijing Science and Technology until retirement in February 2015.
Since 1989, he was honoured with nine first-grade, second-grade or
third-grade State Scientific and Technological Progress Awards in both
national and provincial levels for his outstanding contributions to the
State by conducting scientific researches in metallurgical projects. He
was the Chairman of Sino-German Co-operative Research Project
studying the multi-purpose uses of niobium. He was invited by the
Research Institute of Industrial Science and Technology of Korea to
lead the research in air-refined coal spray in blast furnace, and
participated in a research with the Metallurgical Research Institute in
coal spray in blast furnace and the mathematical model. He published
over 70 academic papers locally or overseas and 6 books specialised in
metallurgy. He was appointed as the vice chairman of Chinese Society
of Metals in 2001 and a member of the Fifth Graduate Committee of
the State Council (EI#%BT 21 Z& § &) in 2003.

Mr. Yang graduated in 1965 from the Metallurgical Department of
Beijing Iron and Steel College. He completed his postgraduate study
in 1981 and obtained a Master Degree in Metallurgy from the Beijing
Iron and Steel Institute. In 1985, he was granted scholarship from
Humboldt-University zu Berlin and conducted a joint research with the
RWTH-Aachen University in Germany, and was awarded a Doctorate
Degree in 1986.

Mr. Yang was the independent directors of Xinyu Iron & Steel Group
Co., Ltd. (FTeRIAEAZ(H AR A]), Gansu Jiu Steel Group Hongxing
Iron & Steel Co., Ltd. (H &85 i &= B 2 S SM & % (h AR A 7)) and
BGRIMM Magnetic Materials and Technology Co., Ltd. (1t Bz &l
R AR A 7). All of these companies are listed on the Shanghai
Stock Exchange. Mr. Yang resigned from the position of independent
directors of all these companies in December 2015.
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Independent Non-executive Directors

Mr. Bai Baohua, aged 75, was appointed as an Independent Non-
executive Director of the Company on 2 May 2005. He is also a
member of the Audit Committee, Remuneration Committee and
Nomination Committee of the Company. He has almost 46 years’
experience in the metallurgy. He worked as an engineer, a manager
and then the general manager of China Metallurgical Products’ Import
& Export Company (4 Bl )g € # H A 2 &), a company primarily
involved in the trading of metals. He was also appointed as the
general manager of China International Steel Investment Company (&
B B B 8 81 % & 2 A1), a company primarily involved in promotion of
foreign investment in the steel industry in the PRC. In addition, he was
the general manager, the vice chairman and the legal representative
of China Iron and Steel Industry and Trade Group Corporation, a
company primarily involved in production and trade of steel. He
graduated from the Metal Pressure Processing Department at Beijing
Iron and Steel College in 1965.

Mr. Huang Changhuai, aged 81, was appointed as an Independent
Non-executive Director of the Company on 2 May 2005. He is the
Chairman of the Remuneration Committee and a member of the
Audit Committee and Nomination Committee of the Company. He
worked for a printing and dyeing mill as production supervisor, a
political director and then deputy director. He was appointed the
deputy director of the Municipal Economic System Reform Committee
of Zhengzhou Municipal Government, and as the director of the
Municipal Industrial and Communication Development Committee at
the Third Session of the Eighth People’s Congress of Zhengzhou City
in 1985. He was then appointed at the Twelfth Session of the Eighth
People’s Congress of Zhengzhou City as the director of the city’s
Economic Committee in 1986. He was also appointed the deputy
director of the Standing Committee of the People’s Congress of
Zhengzhou City. He graduated in September 1958 from Zhengzhou
Textile School.

Mr. Wong Chi Keung, Fcca, Fcra, ACMA, ACIs, aged 62, was appointed
as an Independent Non-executive Director of the Company on 2 May
2005. He is the Chairman of the Audit Committee and a member of
the Remuneration Committee and Nomination Committee of the
Company. He joined the Company in May 2005. Mr. Wong holds a
Master Degree in Business Administration from University of Adelaide
in Australia. He is a Fellow Member of the Hong Kong Institute of
Certified Public Accountants, the Association of Chartered Certified
Accountants and CPA Australia. He is also an Associate Member of
both the Institute of Chartered Secretaries and Administrators and the
Chartered Institute of Management Accountants. Mr. Wong was an
executive director, the deputy general manager, group financial
controller and company secretary of Guangzhou Investment Company
Limited (now known as Yuexiu Property Company Limited) for over
ten years. Mr. Wong has over 40 years of experience in finance,
accounting and management.
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Mr. Wong is currently an independent non-executive director and a
member of the audit committee of Asia Orient Holdings Limited, Asia
Standard International Group Limited, Century City International
Holdings Limited, China Shanshui Cement Group Limited, China Ting
Group Holdings Limited, ENM Holdings Limited, Fortunet e-Commerce
Group Limited, Golden Eagle Retail Group Limited, Heng Xin China
Holdings Limited, Paliburg Holdings Limited, Regal Hotels International
Holdings Limited, TPV Technology Limited, Yuan Heng Gas Holdings
Limited and Zhuguang Holdings Group Company Limited, all of which
are listed on the Stock Exchange. He was formerly an independent
non-executive director of PacMOS Technologies Holdings Limited (now
known as PacRay International Holdings Limited), the shares of which
are listed on the Stock Exchange (up to 30 June 2014). He was also
formerly an independent non-executive director of First Natural Foods
Holdings Limited* (now known as Imperial Pacific International
Holdings Limited), the shares of which are listed on the Stock
Exchange, from 26 November 2007 to 21 November 2013, and
formerly an independent non-executive director of FU JI Food and
Catering Services Holdings Limited** (now known as Fresh Express
Delivery Holdings Group Co., Limited), the shares of which are listed
on the Stock Exchange, from 22 November 2004 to 24 June 2011.

* Based on the published information, First Natural Foods Holdings Limited (“FNF")
(now known as Imperial Pacific International Holdings Limited), a company of
which Mr. Wong has been an independent non-executive director and a chairman
since 26 November 2007 and up to 21 November 2013 and since 9 October 2009
and up to 4 September 2012 respectively, was incorporated in Bermuda on 27 July
2001 and is an investment holding company. Its subsidiaries are principally
engaged in the processing and trading of food products mainly including frozen
and functional food products.

The shares of FNF are listed on the Stock Exchange (stock code: 1076) and have
been suspended from trading upon the request of FNF since 15 December 2008.
On 6 January 2009, FNF presented a winding-up petition (the “Petition”) to the
High Court of the Hong Kong Special Administrative Region (the “High Court”)
and Messrs. Stephen Liu Yiu Keung and David Yen Ching Wai of Ernst & Young
Transactions Limited were appointed joint and several provisional liquidators of
FNF. The Petition was filed with the High Court on 7 January 2009 to effect the
appointment.

As at the date of the Petition, the total amount of outstanding bank loans was
approximately HK$235 million, excluding a disputed claim arising from a notice of
early termination of a US$ interest swap agreement served by a commercial bank
with a carrying amount exceeding US$15.9 million.

At the court hearing held on 4 September 2012, the High Court granted an order
that the Petition be dismissed and the Provisional Liquidators have been discharged
with effect from 4 September 2012. Following the completion of the group
reorganisation of FNF, with effect from 4 September 2012, Mr. Wong has resigned
as the chairman of the Board but would continue to serve as an independent non-
executive director of FNF. The trading in the shares of FNF on the Stock Exchange
was resumed on 6 September 2012.
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xx FU JI Food and Catering Services Holdings Limited (“FU JI"), a company
incorporated in the Cayman Islands with limited liability and its shares are listed on
the Stock Exchange (stock code: 1175), of which Mr. Wong has been an
independent non-executive director since 22 November 2004 and up to 24 June
2011, presented a petition to the High Court to wind up FU JI, and the petition
was filed with the High Court on 19 October 2009 and provisional liquidators
were appointed on the same date. Based on the information published by FU JI in
its 2008 annual report, it is a holding company and its subsidiaries are principally
engaged in the provision of catering services, operations of Chinese restaurants
and theme restaurants and production and sales of convenience food products
and other related businesses.

The High Court has on 2 July 2013 granted an order to dismiss the winding-up
petition against FU JI and to discharge the Provisional Liquidators from office with
immediate effect.

The trading in the shares of FU JI on the Stock Exchange had been suspended
since 29 July 2009 and was resumed on 8 July 2013.

Mr. Fahmi Idris, aged 73, was appointed as an Independent Non-
executive Director of the Company on 24 August 2010. Mr. Idris
graduated with a Degree in Law from University of Padjadjaran in
2010 and a Degree in Economics from University of Indonesia in
1969. He is currently the Commissioner of Maskapai Asuransi
Parolamas (an insurance company), PT. Parama Bina Tani (an
agrochemical company), PT. Kodel Invesindo Nusa (a trading and
investment company), PT. Krama Yudha (an automotive company)
and the President Commissioner of PT. Permadani Khatulistiwa
Nusantara (a hotel and tourism company), PT. Permadani Propertindo
Development (a property company), PT. Tamarindo Nusa Hotel, PT.
Permadani Khatulistiwa Dewata (a hotel and tourism company) and
PT. Kodel (a trade and investment company). From 1981 to 1987, he
was the President Commissioner of PT. Encontrade Pratama Indonesia
(an engineering and construction of electrical and mechanical
installation company). From 1984 to 1987, he was the Vice President
Commissioner of PT. Wahana Muda Indonesia (a construction and
engineering firm). From 1986 to 1992, he was the Commissioner of
Bank Susila Bhakti. From 1987 to 1990, he was the President of PT.
Permadani Teleconsult Pratama. From 1987 to 2004, he was the
President Director of PT. Niigata Santana (a diesel engine and injection
and moulding machine manufacturing company). From 1991 to 2003,
he was the President Commissioner of PT. Bintara Tani Nusantara (a
company engages in the plantation of palm oil and cocoa). From
1991 to 1994, he was the Commissioner of PT. Java Indonusa Motors
and from 2000 to 2003, he was the President Commissioner of PT.
Kodel Margahayu Telindo.
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Mr. Idris is currently a member of the Board of Fund Supporters of
Andalas University, Padang, West Sumatera. From 1967 to 1968, he
was Member of People’s Consultative Assembly of the Republic of
Indonesia. From 1987 to 2004, he was a member of Parliament of the
Republic of Indonesia. From 1967 to 1968, he was the Treasurer of
the Indonesian Chambers of Commerce and Industry. From 1994 to
1998, he was the Vice Chairman of the Supervisory Council
Indonesian Chamber of Commerce and Industry. Mr. Idris was the
Minister of Manpower of the Republic of Indonesia from 1998 to
1999 and from 2004 to 2005, he was also the Ministry of Industry of
the Republic of Indonesia from 2005 to 2009.

COMPANY SECRETARY

Mr. Choi Kwok Keung Sanvic, was appointed as the financial
controller and the company secretary of the Company with effect
from 3 June 2014. Mr. Choi, aged 49, is a qualified accountant and a
fellow member of Hong Kong Institute of Certified Public
Accountants. He has extensive experience in financial and auditing
field, and has experience in the position of the financial controller and
the company secretary in Hong Kong listed company.

AUDIT COMMITTEE

The Company established an audit committee pursuant to a resolution
of the Directors passed on 2 May 2005 in compliance with Rule 3.21
of the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”). The primary duties of the audit committee are to
review the financial reporting process and internal control procedures
of the Group. The audit committee consists of three Independent
Non-executive Directors, namely Mr. Wong Chi Keung, Mr. Bai
Baohua and Mr. Huang Changhuai. Mr. Wong Chi Keung was elected
chairman of the audit committee.

The audit committee’s specific terms of reference were posted on the
Company’s website.
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Report of the Directors

EFEREE

The Directors present their report and the audited consolidated
financial statements of the Group for the year ended 31 December
2016.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and
trading of ore. The Group is principally engaged in the trading of ore
and the manufacture and sale of special steel products in the PRC.
Details of the principal activities of the subsidiaries are set out in Note
16 to the consolidated financial statements.

BUSINESS REVIEW

A review of the business of the Group during the year and a
discussion of the Group's future business development are set out in
the Chairman’s Statement on pages 9 to 10 of this annual report.
Description of the possible risks and uncertainties facing by the
Group, the Group’s performance during the year and the key financial
ratios are set out in the Management Discussion and Analysis on
pages 12 to 32 of this annual report.

SEGMENT INFORMATION

The Group’s revenue and loss for the year ended 31 December 2016
were primarily derived from manufacture and sale of special steel
products to customers. Accordingly, no segmental analysis by business
is presented for the year ended 31 December 2016. Geographical
information analysis is set out in Note 5 to the consolidated financial
statements.

RESULTS AND DIVIDENDS
The results of the Group for the year ended 31 December 2016 are
set out in the consolidated income statement on page 79.

The Directors do not recommend the payment of a final dividend for
the year ended 31 December 2016 (2015: Nil).
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ANNUAL GENERAL MEETING AND CLOSURE OF
REGISTER OF MEMBERS

The Annual General Meeting (the “AGM") of the Company will be
held on Thursday, 22 June 2017.

The register of members of the Company will be closed from Friday,
16 June 2017 to Thursday, 22 June 2017, both days inclusive, during
which period no transfer of shares of the Company will be registered.
In order to be eligible to attend and vote at the AGM, all transfer
forms accompanied by the relevant share certificates must be lodged
with the Company’s share registrar in Hong Kong, Computershare
Hong Kong Investor Services Limited, at Shops 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong
no later than 4:30 p.m. on Thursday, 15 June 2017.

FINANCIAL SUMMARY

A summary of the published results and of the assets, liabilities and
non-controlling interests of the Group for the last five financial years
is disclosed on pages 4 to 5 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in Note 13 to the consolidated
financial statements.

SHARE CAPITAL, SHARE OPTIONS AND
CONVERTIBLE BONDS

Details of movements in the Company’s share capital, share options
and convertible bonds during the year are set out in Notes 28, 30 and
27 to the consolidated financial statements respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands which would
oblige the Company to offer new shares on a pro rata basis to existing
shareholders.

SUFFICIENCY OF PUBLIC FLOAT
The Company has maintained a sufficient public float throughout the
year ended 31 December 2016 and up to the latest practicable date
prior to the printing of this annual report.
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Report of the Directors

EFEREE

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased,
redeemed or sold any of the Company’s listed securities during the
year.

EQUITY LINKED AGREEMENTS

Save for convertible bonds and share options granted to directors and
employees as disclosed in notes 27 and 30 respectively to the
consolidated financial statements, no equity-linked agreements were
entered into by the Group, or existed during the year ended 31
December 20176.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in Note 36 to the consolidated
financial statements and consolidated statement of changes in equity
set out on pages 83 to 84, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the Company's reserves, including the share
premium account, available for distribution, calculated in accordance
with the provisions of Companies Law (2007 Revision) of the Cayman
Islands, amounted to HK$nil.

Under the laws of the Cayman Islands, the share premium account
and contributed surplus are distributable to the shareholders of the
Company provided that immediately following the date on which the
dividend is proposed to be distributed, the Company will be in a
position to pay off its debts as and when they fall due in the ordinary
course of business. The share premium account may also be
distributed in the form of fully paid bonus shares.

The reserves of the Group available for distribution depend on the
dividend distributable by the Company’s subsidiaries. For dividend
purpose, the amount which the Company’s subsidiaries in the PRC
can legally be distributed by way of a dividend is determined by
reference to their profits as reflected in the PRC statutory financial
statements which are prepared in accordance with accounting
principles generally accepted in the PRC. These profits differ from
those that are reflected in the Group’s consolidated financial
statements prepared in accordance with IFRS.
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers
and to the largest customer accounted for 59% and 21% of the total
sales for the year respectively. Purchases from the Group's five largest
suppliers and from the largest supplier accounted for 30% and 8% of
the total purchases for the year respectively.

Apart from the information as disclosed in the paragraphs headed
“CONNECTED TRANSACTIONS” and “DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR CONTRACTS” in the Report of
the Directors, none of the Directors or any of their associates or any
shareholders of the Company (which, to the best knowledge of the
Directors, owned more than 5% of the Company’s issued share
capital) had any beneficial interest in any of the Group’s five largest
suppliers or customers.

DIRECTORS

The Directors during the year and as at the date of the report were:

Executive Directors

Mr. Dong Shutong (Chairman and Chief Executive Officer)
Mr. Dong Chengzhe (Deputy Chief Executive Officer)

Mr. Wang Ping (Deputy Chief Executive Officer)

Mr. Song Wenzhou

Mr. Yang Fei

Non-executive Director
Mr. Yang Tianjun

Independent Non-executive Directors
Mr. Bai Bachua

Mr. Huang Changhuai

Mr. Wong Chi Keung

Mr. Fahmi Idris

Pursuant to article 87 of the Company’s article of association, Mr.
Dong Chengzhe, Mr. Yang Tianjun, Mr. Huang Changhuai and Mr.
Wong Chi Keung, will retire as Directors by rotation at the
forthcoming annual general meeting of the Company. All retiring
Directors, being eligible for re-election, will offer themselves for re-
election at the forthcoming annual general meeting. The Company
has received annual confirmation of independence from Mr. Bai
Baohua, Mr. Huang Changhuai, Mr. Wong Chi Keung and Mr. Fahmi
Idris and considers them to be independent.

44 RERERIERERAR

FEEFRMERD

REBEFEARN AEBRAREFPERARFEZ
HEED AL AFEBIHERE259% &21% ° A
SEMAAHERREARER 2 HBES BIL
NEZLRIRIERE 2 30% K 8% ©

BRTREZEREET HERS ] REENK
5 THRAN S MBARBEZERN &
ERREFZEMBEAXKARREMRR (RES
FrARM - EBEARBEBEITIRAS% A L) BER
AEBRARERRELPTREAEM B o

=
RAFEREERAREAMZESER

HITES
SEBAE (T ERAH)
BT (B
FFEAE(FIEE)
RIS =

BREE

FHITES
BRB\FEE

BYFHITES
A&RELLE
®=EHERE

B ZRRE
ERTEE

RIBEARBZRMANES7 K EWMEELE - BX
AL  BERLERFZBITEBNARGE
ERRBFAEWRERETEERG - MEAER
ERZRIEEHRENEERRAEF KRG BE
B ARFRERBIARERLE EHERLE
BZREESEREEZ FEERENERELE
S RRBRBRERBILAL -



Report of the Directors

EFEREE

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and Senior Management are set
out on pages 33 to 40 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming
annual general meeting has entered into a service contract with the
Company which is not determinable by the Company within one year
without payment of compensation other than statutory
compensation.

DIRECTORS' REMUNERATION

The remuneration of the Directors is determined by the Remuneration
Committee with reference to the Directors’ duties, responsibilities and
performance and the results of the Group.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

On 5 March 2007, SEAM, an indirect wholly owned subsidiary of the
Company, entered into the EOA with Yiwan, a limited company
incorporated in Indonesia and substantially owned by Mr. Soen Bin
Kuan, who at 31 December 2016 and the date of this report holds
more than 5% of the issued share capital of the Company. Pursuant
to the EOA, Yiwan agreed to exclusively sell and SEAM agreed to buy
the iron ores produced by Yiwan at a fixed price of US$16 per dry
tonne, for a minimum 40 million dry tonnes of iron ores throughout a
period of approximately 14 years expiring on 24 January 2021, which
has subsequently been extended by a supplemental agreement to 24
January 2036. Pursuant to the recommendation letter issued by the
Minister of Mineral and Coal on 25 June 2012 to the Minister of
Commerce which granted the export approval to Yiwan, the export
price of iron ore was changed to US$23.5 commencing from 1 July
2012. By virtue of the convertible bonds issued by Yiwan to S.E.A.
Mining Limited which is indirectly substantially owned by Mr. Dong
Shutong, Executive Director and Chairman of the Board, Mr. Dong
has an indirect interest in the EOA. Further details of the transaction
undertaken in connection therewith are included in Note 15 to the
consolidated financial statements.

Save for contracts amongst group companies and the aforementioned
transaction and in the paragraph headed "CONNECTED
TRANSACTIONS"” as set out on page 51 of this annual report, no
other transactions, arrangements or contracts of significance to which
the Company or any of its subsidiaries was a party in which a director
of the Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES
As at 31 December 2016, the interests and short positions of the
Directors in the shares, underlying shares (in respect of positions held
pursuant to equity derivatives) and debentures of the Company and
its associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which (a) were required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they are taken or deemed to have under such
provisions of the SFO); or (b) were required, pursuant to Section 352
of the SFO, to be entered in the register referred to therein; or (c)
were required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 of the Listing
Rules (the “Model Code”), to be notified to the Company and the
Stock Exchange were as follows:

(i) Long positions in the shares of the Company as at
31 December 2016:

Capacity in which interest

EERRG HEROREEZZER
R#RRE

RZBE—XRE+_A=+—"8 BFRAQAX
HERBEE (EXAEFEHFRBEERM([BFHFLBE
&5 1) XV ER) 2 B&tn « FBER G (BLIREAREST
AETEFBNFEME) REEET BB @R
BEEERIEEMEXVEETRESHEBEMS
AR KRRz #Em AR (BIEREES K
BRIl BB EEREFIRIERER 2 Ex
Koga) s (o) IRIEFE S R HEAEEME 352 15RE
B AZEH T B M 2 S AR (R
BLEMRAME 0 2 LB ITAESHETE
FRGFESTRI([ZETR DB ARE R
BT Em AR AT ¢

(i) RZB—XRE+=-A=+—HBREAT
BHZiFE -

Approximate
percentage to

the issued
voting shares

Name of Directors are held Number of shares  of the Company

HAERBEHITH

ERERRMZ

HEgE BEERZSH RODEE CEEE:

Dong Shutong Held by controlled corporations (note) 1,465,898,410 47.47%
EEE BRI EERA (M)

Dong Chengzhe Beneficial owner 1,500,000 0.05%

L0 BEmEAA

Note: As at 31 December 2016, 1,441,042,410 shares and 24,856,000 shares
were held by Easyman and Sino Regent Worldwide Limited (“Sino
Regent”), respectively. As the entire issued share capital of each of
Easyman and Sino Regent is held by Mr. Dong, Mr. Dong is deemed to be
beneficially interested in such Shares by virtue of the SFO.
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(ii) Long positions in the underlying shares (in respect
of positions held pursuant to equity derivatives) of

(i) R=B—XE+=A=+—-ARALT
ARG GRRIB RS E T AREW

the Company as at 31 December 2016: BEMS)ZHFR :
Approximate
percentage to
Number of the issued
Capacity in which interest share options voting shares
Name of Directors are held (note) of the Company
HARDT D BHITH
BREEE EREERAZ
BEEnA BEREEZ50 (B sE) BHNED T
Dong Shutong Held by spouse 1,700,000 0.06%
EER Gl
Dong Chengzhe Beneficial owner 2,775,000 0.09%
E EmlEAA
Song Wenzhou Beneficial owner 1,500,000 0.05%
R EmEAA
Yang Fei Beneficial owner 2,775,000 0.09%
i EmEAA
Note: The share options are unlisted equity-settled options granted pursuant to MizT : ZEEREABRBEAATIN -_ZEETRERA-H

the Company’s share option scheme adopted on 2 May 2005 and expired
on 2 May 2015. Upon exercise of the share options in accordance with
such share option scheme, shares are issuable to the option holder(s) who
exercise(s) the rights.

RAERR —ZE-—hFhA - AERZBRRETE
Rz I LT IA R 2 B - RIFEZE
REETEIIT R AR - AR B B R BB AR
BB NEITRD -
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES (IN RESPECT OF POSITIONS
HELD PURSUANT TO EQUITY DERIVATIVES) OF THE
COMPANY

As at 31 December 2016, shareholders (other than the interest
disclosed above in respect of the Director who is also a substantial
shareholder of the Company) who had interests and short positions in
the shares and underlying shares (in respect of positions held pursuant
to equity derivatives) of the Company which have been disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or which were recorded in the register required to be kept
by the Company under Section 336 of the SFO were as follows:

FERRRADQARMG REBERSD (FAR
BRETEIASAENESEMES) P2
#HmIRB

RZF—ARFE+ZA=1t—8 BRAIEELX
RERBSA/ARBETERR 2ESMSER)NA
DR D RARRIR D (LR BBEITE T AR AR
REME ) - BAREES LG RPIZEXVER
F2REINHZRECAARAIKE - HEHER
ARERBEZ REROIFE3BIRREAFE
ZELMAZ EmFRBIMT

R-ZB-—AE+ZA=+—-BRELQXTRH
RiEEBRD (RBRERESTEIAFENE
BEMS)ZHE :

Long positions in the shares and underlying shares (in
respect of positions held pursuant to equity derivatives)
of the Company as at 31 December 2016:

Number of shares/
underlying shares
(in respect of
positions held
pursuant to equity
derivatives)

Approximate
percentage to
the issued
voting shares
of the Company

Name of Shareholders Capacity in which interest are held

B, HHEE R 1D
(RIRBRE (HEQATSHITH
PTETAREN ERERRGZ
IR SR & BEERZEH BRmE)#E BABEDL
Easyman Beneficial owner 1,441,042,410 46.66%
EmEA
Soen Bin Kuan Beneficial owner 182,734,104 5.92%
TRE EnEBA
Sun Qiaodian (note 1) Beneficial owner 1,700,000 (note 2) 0.06%
BRIo B (H3E1) EnEBA (MF3E2)
Held by spouse 1,465,898,410 47.47%
BEBEE
Notes: 3T -
1. Ms. Sun Qiaodian is the spouse of Mr. Dong Shutong, whose interest was 1. RO HEEREECRE  ERENRENAT—
disclosed in previous section. Birp 4R EE
2. The share option are unlisted equity-settled options granted pursuant to the 2. ZEBREASBBEARAN_ZTZAFAA_BERAR
Company'’s share option scheme adopted on 2 May 2005 and expired on 2 May R-T—hAFRA-HERZERETERE 2E LD
2015. Upon exercise of the share options in accordance with such share option PARERS ST AN 2 BEARAE o ARIRZEEAAERT ST TR R AR 2
scheme, shares are issuable to the option holder(s) who exercise(s) the rights. AIAYT{E /G AR R RO RE AR A 15 B A BRTTIR D ©
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Save as disclosed above, so far as was known to the Directors, there
was no other person who, as at 31 December 2016, had an interest
or short position in the shares, underlying shares (in respect of
positions held pursuant to equity derivatives) and debentures which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, who was, directly or
indirectly, beneficially interested in 5% or more of the issued voting
shares of the Company; or were, directly or indirectly, interested in
10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of any
member of the Group.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed on 2 May 2005, the
Company adopted a share option scheme (the “Share Option
Scheme”) for the purpose of enabling the Company to recruit and
retain high-calibre employees and attract resources that are valuable
to the Group and to provide the Company with a means of giving
incentive to, rewarding, remunerating, compensating and/or providing
benefits to such persons who contribute or may bring benefit to the
Group. The Share Option Scheme remained in force for a period of 10
years from adoption of such scheme and expired on 2 May 2015.

Annual Report 2016
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Sl PA B
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The options granted under the Share Option Scheme have an exercise
period of 10 years from the date of acceptance of the options, which
is in compliance with the terms of the Share Option Scheme, subject
to a vesting schedule of 5 years whereby only 20% of the options is
exercisable 12 months after the date of acceptance of the options and
an additional 20% of the options shall be exercisable by the grantee
in each subsequent year until the last day of the 5-year period after

the date of acceptance of the options when 100% of the options
become exercisable. Details of movements in the Company’s share

options during the year are as follows:

Rz RE O T 81 2 1K
BRREZITERHZERBRES BEF AT F
WX AFRBEERMAR - BRI - 220% 28BK
R PRI AEE B 12 ARITRE - MARA
ANEREZ —FITERIN20%BRE BEEH
PREERMERRAFR KRR —BAATES
FRREARIE - FARRIBIREZ ZBFFITNT

No. of share options

REBBEESERDZ

BREZA
Price of
Outstanding Outstanding Company's
as at Granted Exercised Lapsed as at Exercise shares at
1 January during the during the during the 31 December price of  exercise date
2016 period period period 2016 share options of options
(note 1) (note 2)
RZB-RE RZ2-RF FARARG
-fA-H +-A=1-A BREZ R E
W AT RERR RERITHE REREH R AT i HEENRE
(1) (M&E2)
HKS HKS
Directors -
Mr. Dong Chengzhe E3 it 1,275,000 - - - 1,275,000 191 NATER
1,500,000 - - - 1,500,000 063 NATER
Mr. Song Wenzhou RN A& 1,500,000 - - - 1,500,000 0.63 NAT R
Mr. Yang Fei BREE 1,275,000 - - - 1,275,000 191 NATER
1,500,000 - - - 1,500,000 063 NATER
Sub-total for number of BRYES kR
share options to Directors HB /Nt 7,050,000 - - - 7,050,000 - -
Other employees HitES 7,195,000 - - (310,000) 6,885,000 245 AT
26,300,000 - - (1,700,000) 24,600,000 063 NATER
Sub-total for number of share BTEMEEZ
options to other employees BIREZE it 33,495,000 - - (2,010,000) 31,485,000
Total b 40,545,000 - - (2,010,000) 38,535,000
Notes: B 5T
1. The exercise price of the share options is subject to adjustment in the case of 1. B 2 ITEEA A SR R EITRARRIRAZ
rights or bonus issues, or other similar changes in the Company’s share capital. HAEE B T % -
2. The price of the shares of the Company as at the date of exercise of the share 2. AATREERETR BB RERERERETER S

options is the Stock Exchange’s closing price on the trading date immediately prior

to the date on which the share options were exercised.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the Share Option Scheme as set out in Note 30 to
the consolidated financial statements, at no time during the year
ended 31 December 2016 was the Company, its holding company, or
any of its subsidiaries and fellow subsidiaries, a party to any
arrangements to enable the Directors to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any
other body corporate.

CONNECTED TRANSACTIONS

Pursuant to the extraordinary general meetings of the Company held
on 28 January 2010 and 22 June 2012, the Company'’s independent
shareholders approved the continuing connected transactions in
relation to the exclusive ores purchase from Yiwan. According to the
EOA and supplemental agreements entered into between Yiwan and
SEAM in connection with the purchasing of ore, Yiwan agreed to
supply ore to the Group until 24 January 2036. According to the EOA
and supplemental agreements, the prices for these continuing
connected transactions would be US$16 per dry tonne and
subsequently adjusted to the new export price (“New Export Price”)
pursuant to the recommendation letter issued by the Minister of
Mineral and Coal on 25 June 2012 to the Minister of Commerce of
Indonesia. Pursuant to the terms of the EOA, SEAM and Yiwan may
agree to alter the purchase price if being directed by the relevant
governmental authorities. Since the New Export Price is a price
directed by the relevant governmental authorities of Indonesia, SEAM
and Yiwan have agreed to adopt the New Export Price as the ore
purchase price commencing from 1 July 2012 under the EOA. These
transactions will be entered into in usual and ordinary course of
business of the Group and the annual cap for these transactions for
the years ended 31 December 2012, 2013 and 2014 will not exceed
HK$998.4 million, HK$1,248 million and HK$1,248 million,
respectively. After the Export Ban, the Group did not purchase any
ore from Yiwan during the year ended 31 December 2016.

Save as disclosed in this annual report, none of the related party

transactions constitutes a continuing connected transactions or
connected transaction as defined under the Listing Rules.
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DIRECTORS’ INTERESTS IN A COMPETING BUSINESS
During the year, none of the Directors had any interest in a business
which competes or is likely to compete, either directly or indirectly,
with the businesses of the Group.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for
Directors’ and officers’ liabilities in respect of legal actions against its
Directors and officers arising from corporate activities. The permitted
indemnity provision is in force for the benefit of the Directors and
officers throughout the year and remained in force up to the date of
this report.

EVENTS AFTER THE REPORTING PERIOD
Details of the significant events after the reporting period of the
Group are set out in Note 37 to the consolidated financial statements.

AUDIT COMMITTEE

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

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

The audit committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed auditing,
internal control and financial reporting matters including the review
of the financial statements for the year ended 31 December 2016.

REMUNERATION COMMITTEE

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

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

The Company established a nomination committee pursuant to a
resolution of the Directors passed on 30 December 2011 in
compliance with the CG Code.

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

EMPLOYEES REMUNERATION POLICY

As at 31 December 2016, the Group had approximately 1,100
employees, of whom 30 were management personnel. The
remuneration policy of the Group to reward its employees and
Executive Directors is based on their performance, qualifications,
competence displayed, market comparable and the performance of
the Group. Remuneration packages typically comprise salary, housing
allowances, discretionary bonus, other fringe benefits and the Group’s
contribution to retirement benefits schemes. The remuneration of
Executive Directors/senior management are determined by the
Remuneration Committee which will review them regularly.

AUDITOR
The financial statements have been audited by PricewaterhouseCoopers
who retires and being eligible, offers themselves for re-appointment.

ON BEHALF OF THE BOARD

Dong Shutong
Chairman and Chief Executive Officer

30 March 2017
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The Company recognises the value and importance of achieving high
corporate governance standards to enhance corporate performance,
transparency and accountability, earning the confidence of
shareholders and the public. The Board strives to adhere to the
principles of corporate governance and adopt sound corporate
governance practices to meet the legal and commercial standards by
focusing on areas such as internal control, fair disclosure and
accountability to all shareholders.

COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Company has applied the principles and complied with the code
provisions of the CG Code throughout the year ended 31 December
2016 except for code provisions A.1.1, A.2.1 and A.4.1, details of
which are disclosed below. Save for deviation from code provisions
A.1.1, A.2.1 and A.4.1, in the opinion of the Board, the Company has
been in compliance with the CG Code in all material respects.

(A) THE BOARD OF DIRECTORS

The overall management of the Company’s operation is vested
in the Board. The Board takes responsibility to oversee all major
matters of the Company, including the formulation and
approval of all policy matters, overall strategies, internal control
and risk management systems, and monitoring of the
performance of the senior management. The Directors make
decisions objectively in the interests of the Company. Currently,
the Board comprises 10 Directors, including 5 Executive
Directors, 1 Non-executive Director and 4 Independent Non-
executive Directors:

Executive Directors

Mr. Dong Shutong (Chairman and Chief Executive Officer)
Mr. Dong Chengzhe (Deputy Chief Executive Officer)

Mr. Wang Ping (Deputy Chief Executive Officer)

Mr. Song Wenzhou

Mr. Yang Fei

Non-executive Director
Mr. Yang Tianjun

Independent Non-executive Directors
Mr. Bai Bachua

Mr. Huang Changhuai

Mr. Wong Chi Keung

Mr. Fahmi Idris

54 SEREFRERERAR

ARBRFREDEKECREAZBERERE
HEPREALERR  BRAEMBERENE
BERREAZNEDL EFERNETEEER
ZRATRAGEZEREAERUFRIEER
BEEE HEINHREBRAMEE - 2FH
BLE=ERRAR -

BT EEERTH
BE-Z-—AF+-A=+BLEEEFE &
RE-HEACEE AT ZRALEFREE

JAST R SFRANMES - MESFRIMERSCE AT - A2
MAATIERIN BT - RIREESTAHEX S
AT A2ARALIEZIN EEERE AR
RESEATE—EETOEE AT -

(A) EEE

EZgr2RAEARAIREXETNERE
B -BEERERRARAMBETIESE
BEMNEMMEMBERREE - BEERK -
NEEZEREREERS  UREESRE
BEMXR - EFRUARAONRIFLFE
HURTE - EFERRHBETRES 14 R
WITEE  —BRIVTEF  NER/BY
FTEE:

HITES

EEBAL (TERMEEH)
B A (F/48E)

T FrE(BIEE)
RN

BRELE

FHTES
BRBFELE

BYFHITES
ARELRLE
mERERE
A
EREE



Annual Report 2016

Corporate Governance Report
ERELHE

Their biographical details and relationships (some of the
Directors are related to each other) are set out in the section
entitled “Directors, Senior Management and Audit Committee”
in the annual report.

The Board delegates the authority and responsibility for
implementing day-to-day operations, business strategies and
management of the Group’s businesses to the Executive
Directors, senior management and certain specific
responsibilities to the Board committees.

Composition and Appointment

As at 31 December 2016, the Board comprises 10 Directors,
including 5 Executive Directors, 1 Non-executive Director and 4
Independent Non-executive Directors.

The Company has complied with Rules 3.10(1) and (2) of the
Listing Rules of having three Independent Non-executive
Directors and one of the Independent Non-executive Directors
possesses the requisite appropriate professional qualifications.
The Board confirmed that the independence and eligibility of
the Independent Non-executive Directors are in compliance with
the relevant requirements of the Listing Rules.

Save that Mr. Dong Shutong and Mr. Dong Chengzhe are
father and son, the Directors confirmed that there was no
connection amongst the Directors that should be disclosed
relating to finance, business, relation or other significant events
or relevant matters.

The Board has effectively overseen and monitored the activities
of the Company and the decisions were made in the best
interests of the Company. During the year, the Board convened
a total of 9 meetings, performing its duties in considering, inter
alia, discloseable transactions and financial and other matters
under the provisions of the articles of association of the
Company. If a Director has a conflict of interest in relation to a
transaction or proposal to be considered by the Board, the
individual is required to declare such interest and to abstain
from voting. The matter is considered at a Board meeting
attended by Directors who have no material interest in the
transaction.
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During the year, 9 Board meetings, 2 of which were regular
meetings, were held and the attendance of each Director is set

out as follows:
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Times of attendance/
No. of meetings held during

FR-EFSARNREE  ERmMARRH
g BEFLFEERZBAHEIIMT :

Name of Directors the tenure of directorship Title
HERE ERESH
BEEpE SRR Bif
Dong Shutong 8/9 Chairman, Executive Director, Chief Executive Officer
BEER TE HITESE B
Dong Chengzhe 2/9 Executive Director, Deputy Chief Executive Officer
7] WITES - B8
Wang Ping 2/9 Executive Director, Deputy Chief Executive Officer
S HITEF - BlEH
Song Wenzhou 2/9 Executive Director
R HITEF
Yang Fei 9/9 Executive Director
B WITEF
Yang Tianjun 0/9 Non-executive Director
BRH HFHITES
Bai Baohua 0/9 Independent Non-executive Director
AE&RE BIUIFITES
Huang Changhuai 2/9 Independent Non-executive Director
BEME BIUIFMITES
Wong Chi Keung 2/9 Independent Non-executive Director
|08 BUIFERITES
Fahmi Idris 0/9 Independent Non-executive Director
ERK BUFHITES
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Only 2 regular Board meetings were held as the Company does
not announce its quarterly results and hence not consider the
holding of quarterly meetings as necessary. This constitutes a
deviation from Code Provision A.1.1.

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

Chairman and Chief Executive

The Executive Director, Mr. Dong Shutong, served as the
chairman and chief executive of the Company. The chairman is
responsible for overseeing the Company’s operations in respect
of compliance with both internal rules and statutory
requirements, and promoting the corporate governance of the
Company. The Company did not appoint another individual to
act as the chief executive for the year ended 31 December 2016
and up to the date of this report. This constitutes a deviation
from code provision A.2.1. The Board believes that it is in the
best interests of the Company and the shareholders as a whole
since Mr. Dong Shutong is knowledgeable in the business of the
Group and possesses the essential leadership skills to guide
discussions of the Board.

Important decision-making and the day-to-day management of
the Company are carried out by all of the Executive Directors.
Although the roles of the chairman and the chief executive of
the Company are not segregated, the functions of the chief
executive were carried out by all of the Executive Directors
collectively.

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

Independent Non-executive Directors play a significant role in
the Board by virtue of their independent judgment and their
views carry significant weight in the Board’s decision. In
particular, they bring an impartial view to bear on issues of the
Company's strategy, performance and control. All Independent
Non-executive Directors possess extensive academic,
professional and industry expertise and management experience
and have provided their professional advices to the Board. The
Board also considers that Independent Non- executive Directors
can provide independent advice on the Company’s business
strategy, results and management so that all interests of
shareholders can be taken into account, and the interests of the
Company and its shareholders can be protected.

The Company has received annual confirmations of
independence from each of the existing Independent Non-
executive Directors in accordance with Rule 3.13 of the Listing
Rules. The Company considers that all the Independent Non-
executive Directors are independent in accordance with the
Listing Rules.

Training and Support for Directors

Directors must keep abreast of their collective responsibilities.
Each newly appointed Director would receive an induction
package covering the Group’s businesses and the statutory and
regulatory obligations of a director of a listed company. The
Group also provides briefings and other training to develop and
refresh the Directors’ knowledge and skills. The Group
continuously updates Directors on the latest developments
regarding the Listing Rules and other applicable regulatory
requirements, to ensure compliance and enhance their
awareness of good corporate governance practices. Circulars or
guidance notes are issued to Directors and senior management
where appropriate, to ensure awareness of best corporate
governance practices.

During the period from 1 January 2016 to 31 December 2016,
the Directors have attended seminars and/or conferences and/or
forums relating to directors’ duties and/or read newspapers,
journals and updates relating to the economy, general business
or directors’ duties etc.

Directors’ and Officers’ Insurance

The Company has arranged appropriate insurance cover in
respect of potential legal actions against its Directors and
officers.
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Model Code

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code")
as set out in Appendix 10 to the Listing Rules as the code for
securities transactions by Directors. Having made specific
enquiries, the Company has confirmed that all Directors have
compiled with the requirements set out in the Model Code.

Board Committees

The Board has established audit committee, remuneration
committee and nomination committee (collectively “Board
Committees”) with defined terms of reference. The terms of
reference of the Board Committees are posted on the websites
of the Company and the Stock Exchange. The Board
Committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances,
at the Company’s expenses.

Audit Committee

The audit committee comprises three Independent Non-
executive Directors, and Mr. Wong Chi Keung serves as the
chairman of the audit committee. During the year, the audit
committee held 2 meetings on 30 March 2016 and 29 August
2016. All committee members attended the meetings.

During the year, the audit committee had performed the
following work:

(1)  reviewed the financial reports for the year ended 31
December 2015 and for the six months ended 30 June
2016;

(2)  reviewed the effectiveness of internal control system;

(3) reviewed the external auditor’s statutory audit plan and
engagement letter;

(4)  reviewed the management letter from the external auditor
in relation to the audit of the Group for the year ended

31 December 2015;

(5) reviewed and recommended for approval by the Board
the 2016 audit scope and fees; and

(6) discussed the reappointment of external auditor.
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Responsibilities of the audit committee include:

(1) reviewing the financial reporting process, internal control
system and the completeness of financial reports of the
Company;

(2)  to be in charge of the appointment of external auditor,
auditing expenses and any matters regarding the
resignation or dismissal of the external auditor;

(3) to review the independence of the external auditor;

(4) to discuss with the external auditor on the nature and
scope of audit prior to the commencement of the auditing
procedures;

(5)  to review the interim and annual financial statements. The
audit committee has reviewed the auditing performance,
the internal controls and the audited financial statements
of the Company; and

(6)  to discuss the reappointment of external auditor.

Remuneration Committee

The remuneration committee of the Company was established
on 10 April 2006 and comprises 1 Executive Director and 3
Independent Non-executive Directors. The members of the
remuneration committee are: Mr. Dong Shutong, Mr. Bai
Baohua, Mr. Huang Changhuai and Mr. Wong Chi Keung. Mr.
Huang Changhuai serves as the chairman of the remuneration
committee. During the year, the remuneration committee held
1 meeting on 30 March 2016. All committee members attended
the meeting to review the performance and incentives of
Executive Directors and terms of employment of the
management staff within the Group in 2016.

Responsibilities of the remuneration committee include:

(1) to make recommendation to the Board on the Company’s
policy and structure for all remuneration of Directors and
senior management and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration;
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(2) to have the delegated responsibility to determine the
specific remuneration packages of all Executive Directors
and senior management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their
office or appointment, and make recommendations to the
Board of the remuneration of Non-executive Directors.
The remuneration committee should consider factors such
as salaries paid by comparable companies, time
commitment and responsibilities of the Directors,
employment conditions elsewhere in the Group and
desirability of performance-based remuneration;

(3) to review and approve performance-based remuneration
by reference to corporate goals and objectives resolved by
the Board from time to time;

(4) to review and approve the compensation payable to
Executive Directors and senior management in connection
with any loss or termination of their office or
appointment;

(5) to review and approve compensation arrangements
relating to dismissal or removal of Directors for
misconduct; and

(6) to ensure that no Director is involved in deciding his own
remuneration.

Nomination Committee

The nomination committee was established on 30 December
2011 and is chaired by Mr. Dong Shutong, an Executive
Director. Other members of the Committee are Mr. Bai Baohua,
Mr. Huang Changhuai and Mr. Wong Chi Keung, who are
Independent Non-executive Directors.

The nomination committee is responsible for formulating policy
and making recommendations to the Board on nominations,
appointment of Directors and Board succession. The committee
develops selection procedures for candidates, and will consider
different criteria including appropriate professional knowledge
and industry experience, as well as consult external recruitment
professionals when required. The committee also reviews the
size, structure and composition of the Board and assesses the
independence of Independent Non-executive Directors.

During the year, the remuneration committee held 1 meeting
on 30 March 2016. All committee members attended the
meeting to review the structure and composition of the Board
and independence of the Independent Non-executive Directors.
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Company Secretary

Mr. Choi Kwok Keung Sanvic, the Company Secretary of the
Company, is a full time employee of the Company and has day-
to-day knowledge of the Company’s affairs. During the financial
year, the Company Secretary has duly complied with the
relevant professional training requirement under Rule 3.29 of
the Listing Rules.

The biographical details of Mr. Choi are set out on in the section
entitles “Directors, Senior Management and Audit Committee”
in this annual report.

FINANCIAL REPORTING

Directors’ and Auditor’s Responsibilities For the
Financial Statements

The Directors acknowledge their responsibility for the
preparation of consolidated financial statements which give a
true and fair view of the state of affairs of the Group. In
preparing the consolidated financial statements which give a
true and fair view, it is fundamental that appropriate accounting
policies are selected and applied consistently. The statement of
the external auditor about the reporting responsibilities on the
consolidated financial statements is set out in the Independent
Auditor’s Report on pages 73 to 78 of this annual report.

(i) Going Concern and Mitigation Measures

During the year ended 31 December 2016, the Group
incurred a net loss of HK$646,678,000 and had a net
operating cash outflow of HK$312,624,000. As at 31
December 2016, the Group had a shareholders’ deficit of
HK$262,457,000 and net current liabilities of
HK$3,253,341,000 and the Group's total borrowings
amounted to HK$2,379,717,000 which comprised bank
and other borrowings, convertible bonds and notes
payables of HK$2,331,498,000, HK$46,775,000 and
HK$1,444,000, respectively as at 31 December 2016.
Cash and cash equivalents of the Group amounted to
HK$20,143,000 as at 31 December 2016. In addition, the
Company and a subsidiary are parties to various legal
claims as detailed in Note 31 to the consolidated financial
statements.
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These conditions together with others described in Note
2.1(a) to the consolidated financial statements, have
indicated the existence of material uncertainties which
might cast significant doubt on the Group’s ability to
continue as a going concern and therefore it might not be
able to realise its assets and discharge its liabilities in the
normal course of business.

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

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

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

o Whitewash Waiver being granted by The
Securities and Futures Commission of Hong
Kong (“SFC") in respect of any obligation of
the Subscriber and parties acting in concert
with it to make a mandatory general offer in
cash for all the issued shares and other
relevant securities of the Company not already
owned (or agreed to be acquired) by the
Subscriber and parties acting in concert with it
which might otherwise arise as a result of the
Subscription;
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the consent from the SFC for repayment to
any creditor who is a shareholder of the
Company using the proceeds from the
Subscription under a proposed debt
restructuring as mentioned below (the
“Special Deal”);

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

completion of a debt restructuring by the
Company by way of the “Schemes” (note) (the
“Debt Restructuring Proposal”). The debt
restructuring refers to a plan for restructuring
of the indebtedness of the Company which
involves, among other things:

(i)  the reduction and cancellation of the
outstanding principal amount of the
Bonds by at least 80%;

(i) the reduction and cancellation of all the
outstanding accrued interests of the
Bonds;

(iiiy  the release and discharge of all security
collateral provided in relation to the
12% Coupon Senior Bonds and the 8%
Coupon Convertible Bonds; and

(iv) the reduction and cancellation of all
other indebtedness and contingent
liabilities of the Company as referred to
in the Debt Restructuring Proposal, by at
least 80%.

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

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

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

Note:

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

In relation to the secured bank loan of
HK$93,907,000 which contains a repayable on
demand clause, the Group is actively negotiating
with the bank for the waiver of the relevant clause.

In relation to the syndicated bank loan and the bank
loan under the Unsecured Loan Facility to the extent
of HK$556,859,000 and HK$396,496,000,
respectively, the Group is actively negotiating with
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On 21 January 2013, the Group entered into a non-
binding framework agreement with Beijing
Wincapital Management Co., Ltd. (“Beijing
Wincapital”) in relation to the disposal of a 30%
equity interest in SEAM, a wholly-owned subsidiary
of the Group. The aggregate disposal consideration
is expected to be approximately US$150 million
(approximately HK$1,170 million). The proposed
transaction is yet to complete and no formal sales
and purchase agreement has been entered into up
to the date of this annual report. Longer than
expected time was spent on negotiation of the
detailed terms and conditions because of the rapid
change in operating and regulatory environment of
SEAM since the framework agreement was signed.

In connection with the proposed disposal, Beijing
Wincapital arranged certain loan finance to the
Group (“Financing Loans”), which can be settled by
offsetting against the disposal consideration should
the proposed disposal be completed.

As at 31 December 2016, the outstanding Financing
Loans amounted to approximately RMB400 million
(equivalent to HK$447,176,000), all of these
Financing Loans were overdue for repayments. Up
to the date of this annual report, the Group has not
received any letter from these lenders demanding
for repayment of these loans. Management is
currently negotiating with the relevant parties to
formally extend the repayments of these loans to
facilitate the completion of the proposed disposal.
Management believes that with bona fide intention
for both parties, the proposed disposal will be
completed and the Group will be able to offset all
these borrowings against the disposal consideration.
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Apart from the borrowings mentioned in (1) to (4)
above, the Group had other borrowings from
certain related parties of the Group, related parties
of the Potential Investor and other third parties of
HK$104,499,000, HK$243,611,000 and
HK$69,560,000, respectively that were either
overdue or due for immediate repayment as at 31
December 2016. The Group has been actively
negotiating with the lenders for the renewal and
extension of the repayment dates of these
borrowings, of which an extension of the
repayments of the borrowings from related parties
of the Potential Investor for a term of 2 years is
currently under discussion.

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

The Group is also maximizing its sales effort,
including speeding up of sales of its existing
inventories and seeking new orders from overseas
markets or new customers on developed new
products, and implementing more stringent cost
control measures with a view to improving operating
cash flows. During the year ended 31 December
2016 and up to the date of this annual report, the
Group received certain new sales orders of its
stainless steel products from several independent
third party customers. Management believes that
the Group will be able to record a significant
increase in sales in the coming twelve months after
the reporting period.

The Group has engaged legal advisors to handle all
claims and disputes as detailed in Note 31 to the
consolidated financial statements. The directors
have also obtained advice from legal advisors on
these matters and, based upon which, are of the
view that the Group will be able to resolve those
outstanding claims and disputes, with no significant
cash outflows in the next twelve months.
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Remuneration of Directors and Senior Management
Particulars of the Directors’ remuneration for the year are set
out in Note 9 to the consolidated financial statements.

Pursuant to code provision B.1.5. of the CG Code, the
remuneration of the members of the senior management (who
are also the Directors) whose particulars are contained in Note 9
to the consolidated financial statements.

Auditor’'s Remuneration

The remuneration paid/payable to the Company’s auditor,
PricewaterhouseCoopers, for its audit and audit-related services
and non-audit services for the year ended 31 December 2016
were HK$3.9 million and HK$1.5 million respectively.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for overseeing the Group'’s
risk management and internal control systems and reviewing their
effectiveness at least annually through the Audit Committee. The
Audit Committee assists the Board in fulfilling its oversight and
corporate roles in the Group's financial, operational, compliance, risk
management and internal controls, while senior management designs,
implements and monitors the risk management and internal control
systems, and provides reports to the Board and the Audit Committee
on the effectiveness of these systems. However, systems and internal
controls can only provide reasonable and not absolute assurance
against material misstatement or loss, as they are designed to
manage, rather than eliminate the risk of failure to achieve the
Group's business objectives.

RISK MANAGEMENT AND INTERNAL CONTROL
FRAMEWORK

Risk Management

The Company has established formal risk assessment criteria for the
Group. Senior management and department heads identify risks that
potentially impact the key processes of their operations on an annual
basis. Risks are scored and ranked by their impact on the business and
the likelihood of their occurrence. Senior management and
department heads assess the effectiveness of the existing controls and
formulate risk mitigating activities. Results of the annual risk
assessment are coordinated by the Financial Controller and Company
Secretary and reported to the Audit Committee, including amongst
other things, significant risks of the Group and the appropriate control
activities to mitigate and/or transfer the identified risks.
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Internal Control

The Company has established defined levels of responsibilities and
reporting procedures. Controls have been designed and established to
ensure that assets are safeguarded against improper use or disposal,
financial and accounting records are maintained in accordance with
relevant accounting standards and regulatory reporting requirements,
and key risks that may impact on the Group's performance are
identified and assessed.

During the year, the Company has engaged an external consultant to
conduct a review of the Group’s risk management and internal
control systems over financial, operational, and compliance controls
with emphasis on corporate level controls and inventory management.
Results of the review was communicated to the Audit Committee.
Issues identified are followed up for proper implementation and the
progress will be reported to the Audit Committee periodically.

The Company currently does not have a formal internal audit
function. The Audit Committee is fully aware of the requirement
under Code Provision C. 2.5 of the CG Code that the Company
should have an internal audit function in place, but a full-scale internal
audit function is not considered necessary as the Audit Committee
relied on the periodic internal control reviews performed by the
external consultant. However, the Audit Committee will continue to
assess and review the need for an internal audit function for the
Group on an annual basis.

Review of Risk Management and Internal Control
Systems

The Audit Committee assists the Board in the review of the
effectiveness of the Group’s risk management and internal control
systems on an ongoing basis. The directors through the Audit
Committees are kept informed of significant risks that may impact on
the Group’s performance. For the year ended 31 December 2016, the
Board considered the risk management and internal control systems
of the Group to be effective and adequate.

The Audit Committee has reviewed and is satisfied with the adequacy
of resources, staff qualifications and experience, training programmes
and budget of the Group’s accounting, and financial reporting
function.

Annual Report 2016
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Inside Information

The Company has developed a monitoring system for inside
information to ensure prompt identification, evaluation and
submission of material information to the Board to determine whether
such information constitutes as inside information and requires
disclosure. The Company strictly complies with the Inside Information
Provisions and disclosure requirements set out in the relevant sections
of the SFO and Listing Rules. Staff who have access to inside
information is required to keep the unpublished inside information
strictly confidential until relevant announcement is made.

SHAREHOLDERS’ RIGHTS AND COMMUNICATIONS
WITH SHAREHOLDERS

The management believes that it is essential to maintain effective
communication with the investment community in a timely manner
through various media and channels. The Company holds regular
briefings, attends investor conferences and participates in one-on-
one meetings and conversations with institutional investors and
analysts in Hong Kong, PRC and overseas countries to keep them
abreast of the Company’s business and development.

Communications with Shareholders

As the key principle of corporate governance, the Company has a set
of values and behaviors to ensure transparency and fair dealing and
to protect and facilitate the exercise of shareholder’s rights.
Shareholders are provided with contact details of the Company, such
as telephone hotline, fax number and postal address, which enable
them to engage actively with the Company and make any query with
respect to the Company.

To promote open, efficient and transparent communications with
shareholders, investors and analysts, the Investor Relations
Department commits to promptly responding to their enquiries and
also providing them with the necessary information in a timely
manner so as to facilitate the investment community to better
understand the Company’s strategy and latest developments.
Shareholders, investors and analysts can also send enquires and
concerns to the Board by addressing them to the Investor Relations
Department of the Company by letter, telephone or fax. In addition, if
shareholders have any enquiries about their shares and dividends,
they can contact Computershare Hong Kong Investor Services Limited,
the Hong Kong branch share registrar of the Company. The contact
details of the Company are stated in the section entitled “Corporate
Information” on pages 2 to 3 in this annual report.
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The Board endeavors to provide timely and accurate information
equally to shareholders and investors. The Company’s website
(http://ir.nickelholdings.com) facilitates effective communications with
shareholders, investors and other stakeholders of the Company by
providing up-to-date information relating to the Company’s latest
development, corporate events, press releases, financial reports and
other information on a timely basis. Annual reports, interim reports
and other relevant information, including announcements in
accordance with the Company’s continuous disclosure obligations are
available and also posted on the respective websites of the Stock
Exchange and the Company for the public’s review.

Shareholders’ Meetings

The Company regards the Annual General Meeting (“AGM") as an
important event as it provides invaluable opportunity for the Directors
to meet and communicate with the shareholders. The Company
ensures that shareholders’ views are extended to the Board. Chairman
of the AGM proposes separate resolutions for each issue to be
considered. Members of the audit, remuneration and nomination
committees and the external auditor also attend the AGM to answer
questions from shareholders.

AGM proceedings are reviewed from time to time to ensure that the
Company follows best corporate governance practices. The notice of
AGM s distributed to all shareholders at least 20 clear business days
prior to the AGM, and the accompanying circular also sets out details
of each proposed resolution and other relevant information as
required under the Listing Rules. Chairman of the AGM exercises his
power under the articles of association of the Company to put each
proposed resolution to the vote by way of a poll. The procedures for
demanding and conducting a poll are explained at the beginning of
the meeting. Voting results are posted on the respective websites of
the Stock Exchange and the Company in a timely manner.

The 2016 AGM was held on 21 June 2016. Except for Mr. Dong
Shutong, Mr. Wang Ping, Mr. Dong Chengzhe, Mr. Song Wenzhou, Mr.
Yang Tianjun, Mr. Bai Baohua, Mr. Huang Changhuai and Mr. Fahmi
Idris, all other members of the Board have attended the 2016 AGM.

Under the code provision A.6.7 of CG Code, Independent Non-
executive Directors and other Non-executive Directors should attend
general meetings and develop a balanced understanding of the views
of shareholders. Mr. Yang Tianjun, a Non-executive Director and Mr.
Bai Baohua, Mr. Huang Changhuai and Mr. Fahmi Idris, the
Independent Non-executive Directors of the Company were unable to
attend the 2016 AGM due to other business commitment.
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Under code provision E.1.2 of CG Code, the Chairman of the Board
should invite the Chairman of the audit committee, the remuneration
committee and the nomination committee to attend and answer
questions at the AGM. Mr. Huang Changhuai, the Chairman of the
remuneration committee, was unable to attend the 2016 AGM due
to the other business commitment. Mr. Dong Shutong, the Chairman
of the nomination committee, was unable to attend the 2016 AGM
due to other Company’s business commitment.

On 18 January 2016, a special resolution was passed by the
Company’s shareholders at the Extraordinary General Meeting that
the Company’s name changed from China Nickel Resources Holdings
Company Limited to Nickel Resources International Holdings Company
Limited.

Shareholders’ Rights

Shareholder(s) holding not less than one-tenth of the paid-up capital
of the Company can make a written requisition to the Board or the
Company Secretary to convene an extraordinary general meeting
pursuant to article 58 of the Company’s articles of association. The
written requisition must state the objects of the meeting, and must be
signed by the relevant shareholder(s) and deposited at the head office
of the Company, which is presently situated at Room 1705, West
Tower, Shun Tak Centre, 168-200 Connaught Road Central, Hong
Kong.

There are no provisions under the Company's articles of association or
the Companies Law, Cap 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands regarding procedures for shareholders
to put forward proposals at general meetings other than a proposal
of a person for election as director. Shareholders may follow the
procedures set out above to convene an extraordinary general
meeting for any business specified in such written requisition.

During the financial year, effective on 18 January 2016, the
Company'’s English name was changed from China Nickel Resources
Holdings Company Limited to Nickel Resources International Holdings
Company Limited. Except the Company’s name changed, there were
no other changes in any of the Company’s constitutional documents.
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To the Shareholders of Nickel Resources International Holdings
Company Limited

(formerly known as China Nickel Resources Holdings Company
Limited)

(incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION
We were engaged to audit the consolidated financial statements of
Nickel Resources International Holdings Company Limited (the
“Company”) and its subsidiaries (together, the “Group”) set out on
pages 79 to 204, which comprise:

o the consolidated statement of financial position as at 31
December 2016;

o the consolidated income statement for the year then ended,;

o the consolidated statement of comprehensive income for the
year then ended;

o the consolidated statement of changes in equity for the year
then ended;

o the consolidated statement of cash flows for the year then
ended; and

o the notes to the consolidated financial statements, which
include a summary of significant accounting policies.

We do not express an opinion on the consolidated financial
statements of the Group because we have not been able to obtain
sufficient appropriate audit evidence and due to the potential
interaction of the multiple uncertainties and their possible cumulative
effect on the consolidated financial statements as described in the
Basis for Disclaimer of Opinion section of our report. In all other
respects, in our opinion the consolidated financial statements have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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BASIS FOR DISCLAIMER OF OPINION

Impairment of intangible asset

As at 31 December 2016, the carrying amount of the Group’s
intangible asset amounted to HK$2,384,543,000. As detailed in Note
15 to the consolidated financial statements, such intangible asset
represents an exclusive offtake right secured from PT. Yiwan Mining
("Yiwan"), a limited company incorporated in Indonesia, whereby
Yiwan agreed to exclusively sell the limonitic ores produced by Yiwan
to the Group at pre-determined prices within a specific period of time.

During the year 2012, certain Indonesian governmental authorities
promulgated several new rules and regulations regarding ores export
approval and export tax. During the year 2013, the relevant
Indonesian governmental authorities further promulgated that
unprocessed ore export by mining business licence holders in
Indonesia (“'IUP Holders”) will be banned from 12 January 2014
onwards unless the IUP Holders have carried out processing and
refining domestically according to the relevant regulations regarding
implementation of activities of business of minerals and coal mining
and have conducted refining and smelting in accordance with those
relevant laws. Consequently, the export of unprocessed iron ores from
Yiwan to the Group ceased with effect from 12 January 2014.

As further explained in Note 15 to the consolidated financial
statements, in determining the recoverable amount of the intangible
asset as at 31 December 2016, the directors of the Company,
amongst other considerations, made reference to the disposal
consideration as stipulated in a non-binding framework agreement
entered into between the Group and Beijing Wincapital Management
Co., Ltd. (“Beijing Wincapital”), an independent third party, on 21
January 2013, pursuant to which the Group proposed to dispose of a
30% equity interest in S.E.A. Mineral Limited, a wholly-owned
subsidiary of the Group, together with its subsidiaries (collectively,
“SEAM Group”), which are engaged in the trading of ores and
holding of the intangible asset of the Group, to Beijing Wincapital. As
the proposed disposal consideration substantially exceeds the
attributable carrying amount of the aforesaid intangible asset, the
directors are of the opinion that there was no impairment of the
intangible asset as at 31 December 2016.
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However, as there are no formal sales and purchase agreement
entered into for the proposed disposal up to the date of this audit
report and the proposed disposal is yet to complete, we were unable
to obtain sufficient appropriate audit evidence we consider necessary
to assess the recoverable amount of the intangible asset. There were
no alternative audit procedures that we could perform to satisfy
ourselves as to the recoverable amount of the intangible asset and
whether any impairment charge should be made. Any adjustment to
the carrying amount of the intangible asset found to be necessary
would affect the Group’s net liabilities as at 31 December 2016, the
Group's loss for the year then ended and the related note disclosures
to the consolidated financial statements.

Impairment of property, plant and equipment and
prepaid land lease payments

As detailed in Note 13 to the consolidated financial statements, an
impairment assessment was carried out by the directors of the
Company on the Group's property, plant and equipment and prepaid
land lease payments in respect of the cash generating unit for the
manufacturing and sales of iron and steel products in Zhengzhou (the
“Zhengzhou Plants”). As a result of the assessment, the directors
considered that no further provision for impairment of the property,
plant and equipment and prepaid land lease payments of Zhengzhou
plants is required for the year ended 31 December 2016. The
recoverable amount of the cash generating unit has been determined
by the directors based on value-in-use calculations. These calculations
included applying certain assumptions in preparing cash flows
projections for the cash generating unit. In preparing these
projections, the directors assumed that, amongst other factors,
business performance of the Zhengzhou Plants can be gradually
improved noticeably during the projection period as a result of
improving operating environment and by launching new products and
seeking new orders from new customers with improved gross
margins.

However, we were unable to obtain sufficient appropriate audit
evidence we consider necessary as to the basis upon which the
directors have formed in determining the recoverable amounts of
these property, plant and equipment and prepaid land lease payments
and thus to assess the valuation of these assets. There were no
alternative audit procedures that we could perform to satisfy
ourselves as to the recoverable amounts of these assets totalling
HK$388,124,000 as at 31 December 2016 and whether any
impairment charge should be made for the year ended 31 December
2016. Any adjustment to the carrying amounts of property, plant and
equipment and prepaid land lease payments of the Zhengzhou Plants
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found to be necessary would affect the Group’s net liabilities as at 31 F& 7 Ei8 - LA RARE B ISR 2 BRI EE -
December 2016, the Group's loss for the year then ended and the

related notes disclosures to the consolidated financial statements.
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Impairment of the Company’s interests in subsidiaries

In addition, as the intangible asset, property, plant and equipment
and prepaid land lease payments as stated above were held by various
subsidiaries of the Company, any adjustment on the carrying amounts
of these assets found to be necessary would also affect the carrying
amount of the Company’s interests in subsidiaries and its accumulated
losses which amounted to HK$498,464,000 and HK$4,148,706,000
respectively as at 31 December 2016 and the related notes disclosures
in the Note 36 to the consolidated financial statements.

Multiple uncertainties relating to going concern

As described in Note 2.1(a) to the consolidated financial statements,
the Group incurred a net loss of HK$646,678,000 and had a net
operating cash outflow of HK$312,624,000 during the year ended 31
December 2016. As at 31 December 2016, the Group had a
shareholders’ deficit of HK$262,457,000; its current liabilities
exceeded its current assets by HK$3,253,341,000; and its total
borrowings amounted to HK$2,379,717,000 while its cash and cash
equivalents amounted to HK$20,143,000 only. In addition, as at 31
December 2016, the Group’s borrowings to the extent of
HK$2,378,273,000 were either overdue or due for immediate
repayment. The Company and a subsidiary of the Group are also
parties to various legal claims as detailed in Note 31 to the
consolidated financial statements. These conditions, along with other
matters as described in Note 2.1(a) to the consolidated financial
statements, indicate the existence of material uncertainties that may
cast significant doubt on the Group’s ability to continue as a going
concern.
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The directors of the Company have been undertaking a number of
measures to improve the Group’s liquidity and financial position,
which are set out in Note 2.1(a) to the consolidated financial
statements, and to resolve the outstanding claims and disputes
detailed in Note 31 to the consolidated financial statements. The
consolidated financial statements have been prepared on a going
concern basis, the validity of which depends on the outcome of these
measures and litigation matters, which are subject to multiple
uncertainties, including (i) whether the Group is able to successfully
complete the issuance of certain new ordinary shares after fulfilling all
conditions precedent as detailed in Note 2.1(a) to the consolidated
financial statements, and in particular by the successful completion of
a debt restructuring proposal; (ii) whether the Group is able to
successfully negotiate with banks for the waiver of the repayable on
demand clause and breach of the undertaking and restrictive
covenant requirements of certain bank loans; (iii) whether the Group
is able to successfully negotiate for an extension of the repayment
dates of certain loans until completion of the proposed disposal of the
30% interest in SEAM Group at the prescribed consideration and be
able to collect the disposal consideration in full immediately upon
completion of the transaction after properly offsetting the relevant
borrowings; (iv) whether the Group is able to successfully negotiate
with certain related parties of the Group and other lenders as detailed
in Notes 26(h) to (j) to the consolidated financial statements for
extension of their relevant borrowings, by maintaining relationship
with them such that no action will be taken by these lenders to
demand immediate repayment of the overdue borrowings under
negotiation; (v) whether the Group is able to obtain additional new
financing and other sources of funding as and when required; (vi)
whether the Group is able to implement its operation plans to control
costs and to generate adequate cash flows from operations; and (vii)
whether the Group is able to resolve the outstanding claims and
disputes, without significant cash outflows in the next twelve months.

Should the Group fail to achieve the above-mentioned plans and
measures, it might not be able to continue to operate as a going
concern, and adjustments would have to be made to write down the
carrying values of the Group's assets to their recoverable amounts, to
provide for any further liabilities which might arise and to reclassify
non-current assets and non-current liabilities as current assets and
current liabilities. The effects of these adjustments have not been
reflected in the consolidated financial statements.
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RESPONSIBILITIES OF DIRECTORS AND AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The audit committee is responsible for overseeing the Group’s
financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our responsibility is to conduct an audit of the Group’s consolidated
financial statements in accordance with International Standards on
Auditing and to issue an auditor’s report. We report solely to you, as
a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. However, because we have not been able to obtain sufficient
appropriate audit evidence and due to the potential interaction of the
multiple uncertainties and their possible cumulative effect on the
consolidated financial statements as described in the Basis for
Disclaimer of Opinion section of our report, it is not possible for us to
form an opinion on these consolidated financial statements.

We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants (“IESBA Code”), and we have fulfilled

our other ethical responsibilities in accordance with the IESBA Code.

The engagement partner on the audit resulting in this independent
auditor’s report is Mak Tze Leung, William.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 30 March 2017
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Consolidated Income Statement

el R

For the year ended 31 December 2016 HZ —ZF—~"F+_-_A=+—HIFE

2016 2015
—E—-REF —E—hEF
Notes HK$'000 HK$'000
B 5E T FET

Revenue a5 6 176,760 38,697
Cost of sales SHERA 7 (156,389) (123,840)
Gross profit/(loss) EF,(38) 20,371 (85,143)
Other gains, net HEmZAF - F5E 6 74,281 50,272
Selling and distribution expenses HE R D HEMAX 7 (3,897) (2,579)
Administrative expenses 1THRFAY 7 (232,410) (191,315)
Finance income A WA 8 3,240 8,064
Finance costs B E AR 8 (320,186) (451,264)
Other expenses B 7 (133,200) (110,891)
Impairment of property, Y - B RS ERE

plant and equipment 7 (54,434) (440,356)
Loss before income tax BrPTS R R E B 7 (646,235) (1,223,212)
Income tax expense FriSfim X 10 (443) (1,141)
Loss for the year FEAEE (646,678) (1,224,353)
Attributable to: B :

Owners of the Company NATHEE AN (645,992) (1,222,916)

Non-controlling interests FEPERR (686) (1,437)

(646,678) (1,224,353)

Loss per share attributable to owners — ZRA BB A (L FAE1E

of the Company
— Basic (HK dollar) — EAR(ET) 12 (0.22) (0.44)
— Diluted (HK dollar) — #58 (Bm) 12 (0.22) (0.44)
The notes on pages 87 to 204 are an integral part of these F8TE 2048 v M A& IS Mz —=o °

consolidated financial statements.

Annual Report 2016 Nickel Resources International Holdings Company Limited 79



Consolidated Statement of Comprehensive Income

FeEZEBRR

For the year ended 31 December 2016 HZ —ZF—A~"F+_-_A=+—HIFE

2016 2015
—E-REF —ET-hF
HK$'000 HK$’000
FET T
Loss for the year FEEE (646,678) (1,224,353)
Other comprehensive income Hih 2w
Items that may be subsequently reclassified AJBERAE B D E 2B 2 HE
to profit or loss
Exchange differences on translation of foreign IEIMEERERITEIE H =58
operations 62,396 25,059
Other comprehensive income for the year, F£EBRFI%E M2 HEKE
netoftax 62,396 25,059
Total comprehensive loss for the year FEEZEEBRE (584,282) (1,199,294)
Attributable to: B
Owners of the Company ViN/NEIET FEN (583,606) (1,197,511)
Non-controlling interests JEFERR = (676) (1,783)
(584,282) (1,199,294)

The notes on pages 87 to 204 are an integral part of these

consolidated financial statements.
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Consolidated Statement of Financial Position

ReMBIRAR

As at 31 December 2016 R=—E—RE+-A=+—8H

As at 31 December

R+=—A=+—H
2016 2015
—E—RE —E—hE
Notes HK$'000 HK$'000
B 5T TExT T
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment ME - BRE NERE 13 450,329 619,540
Prepaid land lease payments TR T A EFIE 14 164,162 178,753
Intangible asset B E 15 2,384,543 2,384,543
Interest in an associate R—EBE R 2R 17 - -
Other non-current assets Hi3EmEEE 1,428 1,324
3,000,462 3,184,160
Current assets REBEE
Inventories ER | 19 230,600 228,370
Trade and notes receivables FE U BRI K2 e M Z= 4% 20 26,412 7,213
Prepayments, deposits and other FERNRIE - ke &k
receivables H fth e Uk R IB 21 144,668 215,305
Restricted cash SR HIER S 22 - 12,294
Pledged time deposits B EBFER 22 1,687 117,738
Cash and cash equivalents HeRESZEEY 22 20,143 14,337
_______________________________________________________________________________________________ 423,510 595257
Total assets BMEE 3,423,972 3,779,417
EQUITY AND LIABILITIES ERRAE
Equity attributable to owners AABEE AELER
of the Company
Share capital R 7 28 308,813 276,654
Reserves H1E 29 (577,276) (45,690)
(268,463) 230,964
Non-controlling interests R 6,006 6,682
Total (shareholders’ deficit)/equity (JRREAL) FEXLAE (262,457) 237,646
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ReMBIRAR

As at 31 December 2016 R=—E—RE+-A=+—8H

As at 31 December

R+=—A=+—H
2016 2015
—E—RE —E—hE
Notes HK$'000 HK$'000
B 5T TExT T
LIABILITIES =F
Non-current liabilities kRBERS
Other long term payables H b = BAFE T 5018 23 8,374 9,073
Deferred tax liabilities EEHIEAE 18 1,204 1,285
9,578 10,358
Current liabilities REBEE
Trade payables FERTERTR 24 120,358 118,009
Notes payables R ZEE 24 1,444 234,624
Other payables and accruals H At e IE R BT E A 25 1,143,954 902,154
Bank and other borrowings RITER R EAMEER 26 2,331,498 2,083,431
Convertible bonds IR E S 27 46,775 117,525
Derivative financial instruments PTEEBMTA 27 - 41,769
Tax payable P B 32,822 33,901
,,,,,,, 3,676,851 3,531,413
Total liabilities wes/ 3,686,429 3,541,771
Total equity and liabilities Bz EERAH 3,423,972 3,779,417

The financial statements on pages 79 to 204 were approved by the
Board of Directors on 30 March 2017 and were signed on its behalf.

Dong Shutong
=5EBE
Director

EF

The notes on pages 87 to 204 are an integral part of these
consolidated financial statements.
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2016 HZ —ZF—~"F+_-_A=+—HIFE

Attributable to owners of the Company

ARTRENEL
Share Non-
Share Share  Contributed Capital ~ Statutory option  Exchange  Accumulated controlling
capital ~ premium surplus reserve reserves reserve reserve losses  Sub-total interests Total
ke RGEE  REBR  KARRE  iERR  BRERR  ENRR  RHER Nt FERES #it
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(i3 TER TER TiEn Tin Fin Fin Fin Fin FAR TER TER
(Note 28) (Note 29) (Note 29) (Note 29) (Note 29)
(Mas)  (Wa29)  (Wa2e)  (WE29)  (W&29)
For the year ended 31 December 2015 HZ=Z-%%+-f=t+-R
LFE
At 1January 2015 R-E-15-F-H 267,85 3,152,210 47514 115,807 89,774 36471 43660 (2767378 1,385,912 8,465 1394377
Loss for the year FEER - - - - - - - (1,22916)  (1222916) (1437 (1,204353)
Other comprehensive income/(oss) FEEh2ELE/(B8):
for the year:
Exchange differences on translation BMIERFNEE2E
of foreign operations - - - - - - 25,405 - 25,405 (346) 25,059
Total comprehensive incomel(loss) ~ £E2EW# /(K848
for the year - - - - - - 25405 (1222916)  (1,197,511) (1.783)  (1,199,294)
Equity-ettled share based WRIEEE ZRIBRRX
compensation expense 30 - - - - - 687 - - 687 - 687
Conversion of convertiole bonds SRUARES 7,28 8800 33076 = = = = = = 41,876 = 41876
Total transaction with owners RERAZRAER 8800 33076 - - - 687 - - 42,563 - 42,563
At 31 December 2015 R=8-EF1ZA=1-8 276654 3,185,286 47514 115,807 89,774 37,158 469,065 (3,990,294) 230964 6,682 237,646
Annual Report 2016 Nickel Resources International Holdings Company Limited 83



Consolidated Statement of Changes in Equity

For the year ended 31 December 2016 HZ —ZF—A~"F+_-_A=+—HIFE

Attributable to owners of the Company

ARTRENEL
Share Non-
Share Share  Contributed Capital ~ Statutory option  Exchange  Accumulated controlling
capital ~ premium surplus reserve reserves reserve reserve losses ~ Sub-total interests Total
Ra  RGEE  EARR  EARRE  LERE BRERE  EARE  ZiEE Nt FERES #it
Notes HK$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Lif:: TR TR TR TR TEn TEn TEn T#En T#n TR TR
(Note28) ~ (Note29)  (Note29)  (Note29)  (Note29)
(Witos)  (Wat2e) (W29 (W29 (W&29)
For the year ended 31 December 2016 BZ=§-~#t=f=1-A
LEE
At 1 January 2016 R=B-xE-A-R 276,654 3,185,286 41514 115,807 89,774 37158 469,065 (3,990,294) 230,964 6,682 231,646
Loss for the year FEER - - - - - - - (645992)  (645,992) (685)  (646,678)
Other comprehensive income for the year:  FEE 2N :
Exchange differences on translation IBERRARESZE
of foreign operations - - - - - - 62,386 - 62,386 10 62,39
Total comprehensive income/(loss) £ 2 AW/ (HE) 48
for the year - - - - - - 62,386 (645,992)  (583,606) (676) (584,282
Fquity-settled share based IREEE 2 RO RERX
compensation expense 30 - - - - - 29 - - 29 - 29
Conversion of convertible bonds BRTARES 27,8 32,159 51791 - - - - - - 83,950 - 83,950
Total transaction with owners HREAZRALE 0,159 51,791 - - - 09 - - 84,179 - 84,179
At 31 December 2016 R=B-AE+ZB=1-R 308813 323,01 41514 115,807 89,774 31387 531451 (4,636,286) (268,463) 6,006 (262,457)

The notes on pages 87 to 204 are an integral part of these

consolidated financial statements.
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Consolidated Statement of Cash Flows

FRReERER

For the year ended 31 December 2016 HZ —ZF—~"F+_-_A=+—HIFE

2016 2015
—E—XxF —ET—RF
Notes HK$’'000 HK$’000
B aE FH&xT T
Cash flows from operating activities B&EZH>HRERE
Loss before income tax K FT1S R Bl Es 18 (646,235) (1,223,212)
Adjustments for: RNBI| BRI P -
Finance costs ELEZN 8 320,186 451,264
Finance income BhE A 8 (3,240) (8,064)
Gain on disposal of property, HEME - WE R&E
plant and equipment, net 2z FEE 6 (13,350) (10,872)
Changes in fair value of derivative MESBIARARBEEE
financial instruments 6 (28,569) (27,128)
Depreciation e 7,13 82,355 90,378
Amortisation of prepaid land lease FEfS L0 E RO
payments 7,14 5,144 5,014
Provision for impairment of trade JE U BR SR B R R 58
receivables, net 7,20 4,635 -
Provision for impairment of T SR8 N B A Wk B
prepayments and other receivables, B F R
net 7 128,545 25,570
Impairment of property, plant and Y% - BB REERE
equipment 7,13 54,434 440,356
Provision for impairment of inventories 15 & & (B & & 7,19 9,918 79,683
Provision for claims and disputes RRRFHEE 7 - 85,321
Equity-settled share-based ARG R4S 2 IRAD Fi (B R 2
compensation expense 9 229 687
Operating loss before working LEE SR KL EE
capital changes: (85,948) (91,003)
Changes in working capital: EEELEE
(Increase)/decrease in inventories FEUEMm) SR (40,246) 13,245
(Increase)/decrease in trade and notes  FEULEE 2 % FE LN 22 4%
receivables (3gm),E (24,236) 3,721
Increase in prepayments, deposits and ~ FEIIE « B R
other receivables o Ath e UL R IR AN (61,314) (2,641)
Decrease in trade and notes payables  FEASBR 3k M FEAS = 45080 (210,853) (557,846)
Increase/(decrease) in other payables HibpEAZERETER
and accruals 0GR ) 110,416 (14,226)
Decrease in other long term payables — H {th = HA f& {5 3% 18 ik > - (236)
Cash used in operations KETEFTAZ RS (312,181) (648,986)
Income tax paid BEFSH (443) (1,234)
Net cash flows used in operating RETHFMAZREREFE
activities (312,624) (650,220)
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Consolidated Statement of Cash Flows

FeblenER

For the year ended 31 December 2016 # = ==

—~NETZA=+—BILFE

2016 2015
—E-REF —hF
Notes HK$'000 HK$’000
iz FET T
Net cash flows used in operating RETHFMAZREREFHE
activities (312,624) (650,220)
Cash flows from investing activities REFE2HERE
Interest received BRI B 3,102 14,847
Proceeds from disposal of property, HEYE - BE MEETENIE
plant and equipment - 34,369
Payments for property, BEWE  BEEEE
plant and equipment (14,730) (5,925)
Decrease in pledged time deposits BEEFEEBFEIORD 108,589 887,397
Decrease/(increase) in restricted cash ZREI\ LD (L) 11,515 (12,294)
Net cash flows generated from investing & &/EENEL 7B &R & F 5
activities 108,476 918,394
Cash flows from financing activities BEFEI 2R ERE
Addition of bank and other borrowings #T&4R1T M H 5 & 1,283,864 412,198
Repayment of bank and other ERBITREMEE
borrowings (922,337) (556,208)
Interest paid ERFIE (150,444) (120,744)
Net cash flows generated from/(used in) Bi&/EENELE ()2
financing activities W MEFHE 211,083 (264,754)
Net increase in cash and cash HeRASEEYEMZFHE
equivalents 6,935 3,420
Cash and cash equivalents at FYRE RREEEY
beginning of year 14,337 11,520
Effect of foreign exchange rate changes, [& 5 & &h 5/ & %58
net (1,129) (603)
Cash and cash equivalents atend of £ X ZHEERIRESZEEY
year 20,143 14,337
Analysis of balances of cash and REeRBESEENERDIT
cash equivalents
Cash and bank balances & RIRTTARR 22 20,143 14,337

The notes on pages 87 to 204 are
consolidated financial statements.
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GENERAL INFORMATION

Nickel Resources International Holdings Company Limited
(formerly known as China Nickel Resources Holdings Company
Limited) (the “Company”) was incorporated as an exempted
company with limited liability in the Cayman Islands on 11
March 2004 under the Companies Law, Chapter 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands. The
registered office of the Company is located at Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The principal place of business of the Company
and its subsidiaries (collectively referred to as the “Group”) is
located at No. 7, Block F, Runhua Business Garden, No. 24,
Jinshui Road, Jinshui District, Zhengzhou City, Henan Province,
the People’s Republic of China (the “PRC"), 450012. The
principal place of business of the Company is located at Room
1705, West Tower, Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong.

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

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

In the opinion of the directors of the Company, Easyman Assets
Management Limited (“Easyman”), a company incorporated in
the British Virgin Islands (“BVI”) and wholly owned by Mr. Dong
Shutong (“Mr. Dong”), is the ultimate holding company of the
Company. Mr. Dong is regarded as ultimate controlling party.

These consolidated financial statements are presented in Hong
Kong dollar (“HK$"), unless otherwise stated, and have been
approved for issue by the board of Directors on 30 March 2017.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation of
these consolidated financial statements are set out below. These
policies have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Company
have been prepared in accordance with all applicable
International Financial Reporting Standards (“IFRS”) and
the disclosure requirements of the Hong Kong Companies
Ordinance Cap.622. The consolidated financial statements
have been prepared under the historical cost convention
except that certain financial assets and liabilities (including
derivative financial instruments) are measured at fair
value, as appropriate.

The preparation of financial statements in conformity with
IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s
accounting policies. The areas involving a higher degree
of judgment or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements, are disclosed in Note 4.

(@) Going concern
During the year ended 31 December 2016, the Group
incurred a net loss of HK$646,678,000 and had a net
operating cash outflow of HK$312,624,000. As at 31
December 2016, the Group had a shareholders’ deficit
of HK$262,457,000 and net current liabilities of
HK$3,253,341,000, and the Group's total borrowings
amounted to HK$2,379,717,000 which comprised
bank and other borrowings, convertible bonds and
notes payables of HK$2,331,498,000,
HK$46,775,000 and HK$ 1,444,000, respectively as at
31 December 2016. Cash and cash equivalents of the
Group amounted to HK$20,143,000 as at 31
December 2016.
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SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHERME(E)
POLICIES (Continued)
2.1 Basis of preparation (Continued) 2.1 mEEE(F)
(a) Going concern (Continued) (a) FHEL=(HE)
As at 31 December 2016, the Group's borrowings R-ZE—XRFE+-_A=+—8
to the extent of HK$2,378,273,000 were either KNE B 7 85 2,378,273,000%
overdue or due for immediate repayment despite TOBEASBENREE - BlEE
the original contractual repayment dates of some of FEETEREZRAHNEEBRR
these borrowings are beyond twelve months after BR_E—XRF+_HA=+—H
31 December 2016. This is mainly because: ZRBBTEA  c TEHR
(i)  on 19 December 2014, the Group failed to i) MNZE—MWE+=ZB+h
make interest payment totaling HK$ 16,108,000 B ANEEREREBEELL
under the relevant terms and conditions of its BETM10% ZEHEEFH
Modified 10% Coupon Bonds, 12% Coupon 12% ZEEBEESFR8%
Senior Bonds and 8% Coupon Convertible EmENBRKES(HTE
Bonds (together the “Bonds”), details of [ZZEE5H]) 2 HBEE R
which are disclosed in Notes 26 and 27. This B xR X F B & H®
constituted an event of default under the 16,108,000/ 7T * A @ &
respective terms of the Bonds. Up to 31 B ERMTFE26 %27 1R
December 2016, the Group failed to pay BazEEEZBBIER
interest payment of the Bonds in aggregate of EREKNENSEGH - BEZ
HK$129,669,000. As a result, the outstanding E=KeEqr = H =94=
principal amounts of the Bonds totaling B AEBREXNZEF
HK$466,165,000 (2015: HK$536,915,000) & &5 B M B & H
became immediately due and payable (subject 129,669,000 7% 7T ° A it -
to the terms and conditions as stipulated in ZEBESAREBREZASE
the Note 26(k) below), out of which the 12% & F£466,165,0007 7T ( =
Coupon Senior Bonds and 8% Coupon T —F % : 536,915,000 %8
Convertible Bonds of HK$390,990,000 (2015: 7T ) BV B /3 B B B A5 (AR
HK$390,990,000) and HK$46,775,000 (2015: 1% T SCHT 2 26(k) BT 2T 98 80
HK$117,525,000), respectively with original B RIEE)  HBRREL
contractual repayment date in 2018 have BXAMA-_ZT— N\F -
been classified as current liabilities as at 31 M4 %85 7l A 390,990,000
December 2016; B Z T — f F-
390,990,000 7 ) K
46,775,000/ T (= —H
% : 117,525,000 7T ) Z
12% ZEEELREHFN8%
FEHETBRBREFN-Z
—~"F+ZA=+—HE
SERRBALRE
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.1 Basis of preparation (Continued)

(@) Going concern (Continued)
(i) as at 31 December 2016, a non-current

secured bank loan of HK$93,907,000 with
contractual repayment date in 2019 contains a
repayable on demand clause. As a result, the
outstanding amount has been classified as
current liabilities as at 31 December 2016;

(i) as at 31 December 2016, other loans to the
extent of HK$447,176,000 had become overdue;

(iv)  other borrowings to the extent of HK$306,598,000
were overdue and HK$111,072,000 were on
repayable on demand terms;

RERER AR AR
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SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHBERSE(E)
POLICIES (Continued)
2.1 Basis of preparation (Continued) 2.1 mEEE(F)
(a) Going concern (Continued) (a) FHEL=(HE)
(v)  the Group has obtained a 3-year syndicated vy RZE—XR&E—H K&
loan of approximately RMB498 million EE g —RENSG—
(equivalent to HK$556,859,000) in January HAEBR=ZFNREEERLY
2016 from a syndicate of banks in the PRC (i) ARKA8EHETL(HEER
to replace certain outstanding bank loans and 556,859,000/ 7T ) ' ()
notes payable of the Group as at 31 December i DA S5 58 /Y R B & AR
2015 to the extent of RMB268,620,000 and AREEBR-_ZT—HFE+ =
RMB79,737,000, respectively with the A=+—HAHKREENE
syndicated loan of the same amount; and (ii) FROTERERENZE -
to provide additional loan facilities to the TE O AARETE
Group as working capital for an amount of 268,620,0007T & A R &
RMB 150,000,000 (the “New Facilities”) for a 79,737,000 ¢ K (i) A& A&
3-year term. The New Facilities have been fully SERHBINERREE
drawn down during the year ended 31 AEEBEES 2BEAAR
December 2016. The syndicated loan is #% 150,000,000 7T ([ #73E @t
secured by certain property, plant and ) BH=F -BE_
equipment and prepaid land lease payments TE—-—XRF+-_A=+—H
of certain subsidiaries of the Group. However, IEFE FEREDES
the Group failed to fulfil certain undertakings A - REEREAEE
and restrictive covenant requirements under ETHBARBNSE TY
these syndicated loan facilities upon signing ¥ BERXBREMTL
the syndicated loan agreement. As a result, WHERBER - A
the outstanding amount of the 3-year AEBNEEREE R
syndicated loan of HK$556,859,000 was wmiE - REBITHZSHRE
immediately due and payable as at 31 ERBEIR TR S TAE
December 2016; and K PR ) 1% 2 5 8 E o
U = FHREE KA R
8% © % 556,859,000 % 7T
R_ZE-XRE+ZA
=+ —HEERXK R E
it &
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.1 Basis of preparation (Continued)

(a)

Going concern (Continued)

(vi)  the Group has obtained an unsecured 3-year
loan facility from a PRC bank for an amount
of RMB360 million (equivalent to
HK$402,459,000) (the “Unsecured Loan
Facility”) in June 2016. As at 31 December
2016, approximately RMB355 million
(equivalent to HK$396,496,000) of the
Unsecured Loan Facility has been drawn down
mainly to replace part of the loans in relation
to the proposed disposal of a 30% equity
interest in S.E.A. Mineral Limited (“SEAM"), a
wholly-owned subsidiary of the Group, as
detailed in Note 26(g). However, the Group
failed to fulfil certain undertakings and
restrictive covenant requirements under this
Unsecured Loan Facility upon signing the loan
agreement. As a result, the outstanding
amount of this loan of HK$396,496,000 was
immediately due and payable as at 31
December 2016.

Together with the accrued interest for borrowings
to the extent of HK$544,846,000 as at 31
December 2016 included in other payables and
accruals, the aggregate borrowings and interest that
were either overdue or due for immediate
repayment amounted to HK$2,923,119,000 as at
31 December 2016.

In addition, the Company and a subsidiary are
parties to various legal claims as detailed in Note 31
to the consolidated financial statements.

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

POLICIES (Continued)

2.1 Basis of preparation (Continued)

(@) Going concern (Continued)

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

W)

Annual Report 2016

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

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

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

2
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1 Basis of preparation (Continued)

Going concern (Continued)

(a)

(M

(Continued)

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

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

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

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

BRERERERBR QA

2

FEETBORBE ()
21 WEEE(H)
(a) BESE (H)
(n (&)

B bt & 5
E8 15 A N (B 75 B AT

EEEREMNA T
EREBEHETR
EEHNMERIA
FYERZAR R BIRL R A
EfEREAFLER
(MR %))

B 22 AT L R A B A%
MIREEE R RERK
R

NARIE (51811 (B
)2 A AR ER
SERTEBEHREZE
&) EBEHAER
NAWEHEEMAG
g 2R P R(EAF
BAE) ¢ ()R R EE
HRZEEFNRESR
AKEEZE180% : (i)
IR RFHEZEES
Fr B R (B E 8 E & A
B (iii) BRBR R R PR3t
12% ZmEBLES
8% R M B A # %
B IR A FT A IR
m o K (vl R & EE
SHEMGEHEEZEAM
AR A FTE HAibE
HESZARBEED
80% °

RKRRE R

FEANEZERBZTER

B EAES -



Notes to the Consolidated Financial Statements

e MBRRME

2

SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHERME(E)
POLICIES (Continued)
2.1 Basis of preparation (Continued) 2.1 mEEE(F)
(a) Going concern (Continued) (a) FHEL=(HE)
(1) (Continued) (m (&)
At the meetings of the holders of the 12% DRI T —RFNAH
Coupon Senior Bonds and the 8% Coupon —+t—BEZE—RFt
Convertible Bonds held on 21 June 2016 and ARNHEITH12%E@EE
6 July 2016, respectively, separate BRESEK 8% ZEm B A
extraordinary resolutions (“Extraordinary REAFFEEASZE L A
Resolutions”) were passed and resolved, BB RIRFE R[5
among others, to approve the Debt RBERDAZ(EHEE)
Restructuring Proposal, not to enforce any HEGEHEAREZ T
security of the Bonds until approval of the SEH E R T EE
Schemes and release the security as required H AT TR IR IR IR
under the Schemes following the Schemes 21 89 38 7E 72 5T 8 A& Bk AR
becoming effective, vote the entire principal BigdR - Nt ke ELA
amount in favour of the Schemes at the EEHAN SR EE KNG
meetings of the Schemes, waive any event of Z - AR A R A5k
default or potential event of default which ERANEHSHRER
might or has occurred and not to demand BRAEHURTERER
repayment of any amount due under the HB RN ZEEHFNIE
Bonds.
Following the passing and effectiveness of the BERRZRR_Z— N
Extraordinary Resolutions by 6 July 2016, the FERAANHAEBANME
Company is preparing the necessary W& RAREEEHES
documents to submit to the courts for the ERER 2 X4 UEF
relevant creditors’ approval and court sanction BEXEHAEZETHESE
for the Cayman Scheme and the Hong Kong EstEIREBEZ2HE
Scheme under the Debt Restructuring EREABLE MR ES o
Proposal.
The Company is also actively negotiating with RRRIFEREEAR R F]
other creditors of the Company for the HMEMEEAEBRE
execution of the Debt Restructuring Proposal. FEEAES -
Note: B
The proposed scheme of arrangement pursuant to Section ARREEEL YR ((AEHS
86 of the Companies Law (2007 Revision) of the Cayman STEDETHEEABBERSHS
Islands between the Company and the creditors under such REVE(ZEZTEFIERTIR) 586
scheme (the “Cayman Scheme”) and the proposed scheme 1RRT S AT 8 R AR Rl EHEZE T HE
of arrangement of pursuant to Sections 670, 673 and 674 B ([HBT 8 ) B THEEAR
of the Companies Ordinance (Chapter 622 of the Laws of B(EBENFE622F) REHEHIE
Hong Kong) between the Company and the creditors under 670 673 &2 674 {5 51 32 #) 7 & 4t
such scheme (the “Hong Kong Scheme”), collectively are A T8l -
referred to as the “Schemes”.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
2.1 Basis of preparation (Continued)
(@) Going concern (Continued)

)

In relation to the secured bank loan of
HK$93,907,000 which contains a repayable
on demand clause, the Group is actively
negotiating with the bank for the waiver of
the relevant clause.

In relation to the syndicated bank loan and
the bank loan under the Unsecured Loan
Facility to the extent of HK$556,859,000 and
HK$396,496,000, respectively, the Group is
actively negotiating with the respective banks
for the waiver of the breach of the
undertaking and restrictive covenant
requirements.

On 21 January 2013, the Group entered into
a non-binding framework agreement with
Beijing Wincapital Management Co., Ltd.
("Beijing Wincapital”) in relation to the
disposal of a 30% equity interest in SEAM, a
wholly-owned subsidiary of the Group. The
aggregate disposal consideration is expected
to be approximately US$150 million
(approximately HK$1,170 million). The
proposed transaction is yet to complete and
no formal sales and purchase agreement has
been entered into up to the date of approval
of these consolidated financial statements.
Longer than expected time was spent on
negotiation of the detailed terms and
conditions because of the rapid change in
operating and regulatory environment of
SEAM since the framework agreement was
signed.

In connection with the proposed disposal,
Beijing Wincapital arranged certain loan
finance to the Group (“Financing Loans”),
which can be settled by offsetting against the
disposal consideration should the proposed
disposal be completed, details of which are
disclosed in Note 26(g).
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SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHBERSE(E)
POLICIES (Continued)
2.1 Basis of preparation (Continued) 2.1 mEEE(F)
(a) Going concern (Continued) (a) FHEL=(HE)
(4)  (Continued) 4 (&)
As at 31 December 2016, the outstanding R—ZZETE—XNF+ = A
Financing Loans amounted to approximately —+t—H XEEMEE
RMB400 million (equivalent to HKEHARBI0E &L
HK$447,176,000), all of these Financing Loans ( 18 = 1 447,176,000
were overdue for repayments. Up to the date L) FIBZERMEENRE
of approval of the consolidated financial BEERE EEMAERE
statements, the Group has not received any kR BH - ANEE W
letter from these lenders demanding for AEEAMNZEREAZ
repayment of these loans. Management is KEEZEERZ -
currently negotiating with the relevant parties EEERFHEMABITINS
to formally extend the repayments of these ETER MERTERZ
loans to facilitate the completion of the EERZERH  URE
proposed disposal. Management believes that TREZFLEEHE B
with bona fide intention for both parties, the EREEFINE LT EGEH
proposed disposal will be completed and the BN EREEEEEE
Group will be able to offset all these SERK ¢ T AN 5 B A5 AT A
borrowings against the disposal consideration. ERBIREAEZEEE
(5)  Apart from the borrowings mentioned in (1) (5) B E#MEBEO)ZE @) Fratz &
to (4) above, the Group had other borrowings BN REBKRBARE
from certain related parties of the Group, ET@EER BEKESE
related parties of the Potential Investor and HBEER REME=T 8
other third parties of HK$104,499,000, H #u F & 5 B A
HK$243,611,000 and HK$69,560,000, 104,499,000% 7T °
respectively that were either overdue or due 243,611,000 7T K
for immediate repayment as at 31 December 69,560,000 0 N ==&
2016. The Group has been actively negotiating —R"NE+-_A=+—8E
with the lenders for the renewal and extension BESEAREEER - A&
of the repayment dates of these borrowings, —EHRERERE AER
of which an extension of the repayments of ERNERZEBENE
the borrowings from related parties of the B ER - B ATIEE R iR A
Potential Investor for a term of 2 years is BEFKEEBEFNEER
currently under discussion. ERHHER2F -
(6) The Group is also negotiating with various (6) ZN£= (B3R IF B % ) B 75 4
financial institutions and identifying various BETER SKAEE
options for financing the Group’s working RARERAELEEEST R
capital and commitments in the foreseeable AEMENTRAR 8
future, including identification of potential HEYEBEREENLRE
investors to invest in various projects EHETZ2ZEERELKR
undertaken by the Group. & o
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.1 Basis of preparation (Continued)

(a)

Going concern (Continued)

(7) The Group is also maximizing its sales effort,
including speeding up of sales of its existing
inventories and seeking new orders from
overseas markets or new customers on
developed new products, and implementing
more stringent cost control measures with a
view to improving operating cash flows.
During the year ended 31 December 2016
and up to the date of approval of these
consolidated financial statements, the Group
received certain new sales orders of its stainless
steel products from several independent third
party customers. Management believes that the
Group will be able to record a significant
increase in sales in the coming twelve months
after the reporting period.

(8) The Group has engaged legal advisors to
handle all claims and disputes as detailed in
Note 31 to the consolidated financial
statements. In preparing these consolidated
financial statements, the directors have also
obtained advice from legal advisors on these
matters and, based upon which, are of the
view that the Group will be able to resolve
those outstanding claims and disputes, with
no significant cash outflows in the next twelve
months.

The directors have reviewed the Group’s cash flow
projections prepared by management that covered a
period of not less than twelve months from the end
of the reporting period and considered that, taking
into account the above-mentioned plans and
measures, the Group will have sufficient working
capital to finance its operations and to meet its
financial obligations as and when they fall due
within the next twelve months from the end of the
reporting period, and therefore it is appropriate to
prepare the consolidated financial information on a
going concern basis.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHBERSE(E)
POLICIES (Continued)
2.1 Basis of preparation (Continued) 2.1 mEEE(F)

(a) Going concern (Continued) (a) FHEL=(HE)

Notwithstanding the above, significant multiple BEWY ARREREETE

uncertainties exist as to whether management of Bk _Eattat 2l Mg liiE R Z1EE

the Company will be able to achieve its plans and ATHABAAE - AEEREHE
measures as described above. Whether the Group LS T AR EE RE LT B IR
will be able to continue as a going concern would HEEEBBATNHEEETE
depend upon the Group’s ability to manage its RS MELEESRE
indebtedness, and generate adequate financing and

operating cash flows through:

(1) successful completion of the issuance of the (1) fEER it (B RBRRE) AT
Subscription Shares after fulfilling all BEFREHE LEREB
conditions precedent as detailed, but not I EKEREHRREZ
limited to, above and in particular by the & BRI TR EITREBR
successful completion of the Debt D s
Restructuring Proposal;

(2)  successful negotiation with the banks for the 2) BKIWBERZBEITEERCIZR
waiver of the repayable on demand clause EREEGHREREAH
and breach of the undertaking and restrictive KR HIE SRR E
covenant requirements;

(3)  successful negotiation with the financiers to (R KIHhEREFEEERIF
extend the repayment dates of their loans to FTRAEBERZERH
the Group until completion of the proposed B BEENHSERE50
disposal of the 30% interest in SEAM, at a BEETTKEZLER
disposal consideration of US$150 million, and FIREEZ30% R A LE
be able to collect the remaining disposal A A L1 B R E R
consideration of approximately US$92 million HEHRHARKI0E B
(equivalent to approximately HK$713 million) TTHEREBEREER  NB
in full immediately upon completion of the Ba 22 5 52 AK B BE 50 2 S
transaction after properly offsetting the MEEREHRENRZES
disposal consideration against the above- ETL(EERKN7TI3EER
mentioned borrowings of approximately IT)

RMB400 million;

(4)  successful negotiation with the related parties (4) RIWEAEBMBEES -
of the Group, related parties of the Potential BEREENBEES RHE
Investor and other third party lenders for HmE=ZFHREAERLER
extension of their relevant borrowings, by HEEBEESEAER - WE
maintaining relationship with them such that HEHEFEAER  BFEZE
no action will be taken by these lenders to MEATSHIBITEAE
demand immediate repayment of the overdue SKENBS (BB i R 2 L A
borrowings under negotiation; B
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.1 Basis of preparation (Continued)
(@) Going concern (Continued)
(5) successful negotiation with the lenders for
obtaining additional new financing and other
sources of funding as and when required;

(6) successful implementation of its operation
plans described above to control costs and
generate adequate operating cash flows; and

(7)  successful resolution of the outstanding
claims, and disputes, and without significant
cash outflows in the next twelve months.

Should the Group fail to achieve the above
mentioned plans and measures, it might not be able
to continue to operate as a going concern, and
adjustments would have to be made to write down
the carrying values of the Group’s assets to their
recoverable amounts, to provide for any further
liabilities which might arise and to reclassify non-
current assets and non-current liabilities as current
assets and current liabilities, respectively. The effects
of these adjustments have not been reflected in
these consolidated financial statements.
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e MBERRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.1 Basis of preparation (Continued)
(b) New and amended standards adopted by the

Group

The Group has adopted the following new and
amended standards that have been issued and
effective for the Group’s financial year beginning on

1 January 2016:
Annual Improvements
Project

IAS 1 (Amendment)

IAS 16 and IAS 38
(Amendment)

IAS 16 and IAS 41
(Amendment)

IAS 27 (Amendment)

IAS 28, IFRS 10 and

IFRS 12 (Amendment)

IFRS 11 (Amendment)

IFRS 14

Annual Improvement 2012-2014
Cycle
Disclosure Initiative

Clarification of Acceptable Methods
of Depreciation and Amortisation

Agriculture: Bearer Plants

Equity Method in Separate Financial
Statements

Investment Entities: Applying the
Consolidation Exception

Accounting for Acquisition of
Interests in Joint Operations
Regulatory Deferral Accounts

The adoption of the above new and amended
standards has no significant impact on Group's
results and financial position.

Annual Report 2016

2

IESHERLAE (R)
21 WEEE(H)
(b) ZAEEERMAZHTREETE

Ll
AEBDEATIICHEMER =
E-RF-A-BRRZAER
IR AR 2 T R] R B RT 4
Al

FEYEER “§-_FEE-F
R FEE
BReENE 1§ R

(B1%)
ARGENZ %R HURRORENEHNE
ARGHERERE  HER
(B1%)
AREHENZ 165N
AREHEREM R

REEEIEY

(B1%)

AREHENR R EEMRRR R
(B1%)

ARG ENZNE .  REEE:BRRARAZ

ARMHASENZ0ER TUMER
ARAHaRENE 08

(BTA)
ARFREEIR SR URRAELRIERL
(BTA) &ithih
ARUBRSENEUE  ERRTEP

By AL RAE AT RIS A
S5 0 348 R B SRR SR W
BARE -

Nickel Resources International Holdings Company Limited 101



Notes to the Consolidated Financial Statements

e MBRRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.1 Basis of preparation (Continued)

(b)

102

New and amended standards adopted by the
Group (Continued)

New standards and amendments to existing
standards that have been issued but are not
effective:

Disclosure Initiative'

Recognition of Deferred Tax
Assets for Unrealised
Losses™

Classification and
Measurement of Share-
based Payment
Transactions®

Applying IFRS 9 Financial
Instruments with IFRS 4
Insurance Contracts®

IAS 7 (Amendment)
IAS 12 (Amendment)

IFRS 2 (Amendment)

IFRS 4 (Amendment)

IFRS 9 Financial Instruments®
IFRS 10 and IAS 28  Sale or Contribution of
(Amendments) Assets between an
Investor and its Associate
or Joint Venture®
IFRS 15 Revenue from Contracts
with Customers®?
IFRS 15 Clarifications to IFRS15®
(Amendment)
IFRS 16 Leases®
m Effective for the accounting period beginning on 1 January
2017
@ Effective for the accounting period beginning on 1 January
2018
@ Effective for the accounting period beginning on 1 January
2019
@ Effective date to be determined

The Group has commenced an assessment on the
impact of these new and amended standards, but is
not yet in a position to state whether they would
have a significant impact on its results of operations
and financial position.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.2 Subsidiaries

2.2.1 Consolidation

A subsidiary is an entity (including a structured
entity) over which the Group has control. The Group
controls an entity when the Group is exposed to, or
has rights to, variable returns from is involvement
with the entity and has the ability to affect those
returns through its power over the entity.
Subsidiaries are consolidated from the date on
which control is transferred to the Group. They are
deconsolidated from the date that control ceases.

(@)

Annual Report 2016

Business combinations

The Group applies the acquisition method to
account for business combinations. The
consideration transferred for the acquisition of
a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the
former owners of the acquiree and the equity
interests issued by the Group. The
consideration transferred includes the fair
value of any asset or liability resulting from a
contingent consideration arrangement.
Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
value at the acquisition date.

The Group recognises any non-controlling
interest in the acquiree on an acquisition-by-
acquisition basis. Non-controlling interests in
the acquiree that are present ownership
interests and entitle their holders to a
proportionate share of the entity’s net assets
in the event of liquidation are measured at
either fair value or the present ownership
interests’ proportionate share in the
recognised amounts of the acquiree’s
identifiable net assets. All other components
of non-controlling interests are measured at
their acquisition date fair value, unless another
measurement basis is required by IFRS.

Acquisition-related costs are expensed as
incurred.

2

TEETBERME (&)

22 HERAF
221 HREAR

(1= PNCIVERNSEIE IS/ ¥ ope |
BOER(BRABILER) -3
AEE2E—FREBM AR
Ol R R A 1S 2 A &
H RBENEBEHERNE
NEEZEORE - AAKESH
SERBEEEGE - WEBART
BEHNEEEEAKEE A LS
BAR YEZEHIRELER
ETBEE AR -

@) FHEOf
AR ERABEERER
BH AR KBHEA A
MEBERERCEERE
B WRBHRER AR
EERBERAEEEITH
AR )N SAEE P
HEREEERAANRE
RHMELENERNEESR
BENANEER  RED
BHRYEN A ERIEE
EAENABRIAGRE
NERENKEBERN AR
EBEE-

7 5 B 9% {8 Bl o s B e B
AR IE T7 B0 A (] SR AR
mo BERNHAEER
BRBRERTIHE AR
MBI EBEEF
B Z R IRUEE 77 1O SRR X
B AT EEIR
WU RE D7 Al 38 Bl B B F B
ZeHRLBIEEHEA
ML PIETE - FIEK
RS PTE BB 01942
WERSZ AR EES
B RIFERMERELE
AR ERB S —HFEE
ZRIER

WHEHBRARELERX
B

Nickel Resources International Holdings Company Limited 103



Notes to the Consolidated Financial Statements

e MBRRME

2

104

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(@)

Business combinations (Continued)

If the business combination is achieved in
stages, the acquisition date carrying value of
the acquirer’s previously held equity interest in
the acquiree is re-measured to fair value at the
acquisition date; any gains or losses arising
from such re-measurement are recognised in
profit or loss.

Any contingent consideration to be transferred
by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the
fair value of the contingent consideration that
is deemed to be an asset or liability is
recognised in accordance with IAS 39 in profit
or loss. Contingent consideration that is
classified as equity is not remeasured, and its
subsequent settlement is accounted for within
equity.

The excess of the consideration transferred,
the amount of any non-controlling interest in
the acquiree and the acquisition-date fair
value of any previous equity interest in the
acquiree over the fair value of the identifiable
net assets acquired is recorded as goodwill. If
the total of consideration transferred, non-
controlling interest recognised and previously
held interest measured is less than the fair
value of the net assets of the subsidiary
acquired in the case of a bargain purchase,
the difference is recognised directly in the
consolidated income statement.

Intra-group transactions, balances and
unrealised gains on transactions between
group companies are eliminated. Unrealised
losses are also eliminated. When necessary,
amounts reported by subsidiaries have been
adjusted to conform with the Group’s
accounting policies.
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e MBRRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)

(b)

©

Annual Report 2016

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests
that do not result in a loss of control are
accounted for as equity transactions — that is,
as transactions with the owners of the
subsidiary in their capacity as owners. The
difference between fair value of any
consideration paid and the relevant share
acquired of the carrying amount of net assets
of the subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling
interests are also recorded in equity.

Disposal of subsidiaries

When the Group ceases to have control, any
retained interest in the entity is re-measured
to its fair value at the date when control is
lost, with the change in carrying amount
recognised in profit or loss. The fair value is
the initial carrying amount for the purposes of
subsequently accounting for the retained
interest as an associate, joint venture or
financial asset. In addition, any amounts
previously recognised in other comprehensive
income in respect of that entity are accounted
for as if the Group had directly disposed of
the related assets or liabilities. This may mean
that amounts previously recognised in other
comprehensive income are reclassified to
profit or loss or transferred to another
category of equity as specified/permitted by
applicable IFRSs.

Nickel Resources International Holdings Company Limited
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.2 Subsidiaries (Continued)

2.2.2 Separate financial statements
Investments in subsidiaries are accounted for at cost
less impairment. Cost includes direct attributable
costs of investment. The results of subsidiaries are
accounted for by the Company on the basis of
dividend received and receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying
amount of the investment in the separate financial
statements exceeds the carrying amount in the
consolidated financial statements of the investee’s
net assets including goodwill.

2.3 Associate

An associate is an entity over which the Group has
significant influence but not control, generally
accompanying a shareholding of between 20% and 50%
of the voting rights. Investment in an associate is
accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased
or decreased to recognise the investor’s share of the profit
or loss of the investee after the date of acquisition. The
Group’s investment in an associate includes goodwill
identified on acquisition. Upon the acquisition of the
ownership interest in an associate, any difference between
the cost of the associate and the Group's share of the net
fair value of the associate’s identifiable assets and liabilities
is accounted for as goodwill.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income is reclassified to profit loss where
appropriate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

2.4

Associate (Continued)

The Group's share of post-acquisition profit or loss is
recognised in the consolidated income statement, and its
share of post-acquisition movements in other
comprehensive income is recognised in other
comprehensive income with a corresponding adjustment
to the carrying amount of the investment. When the
Group's share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses,
unless it has incurred legal or constructive obligations or
made payments on behalf of the associate.

The Group determines at each reporting date whether
there is any objective evidence that the investment in the
associate is impaired. If this is the case, the Group
calculates the amount of impairment as the difference
between the recoverable amount of the associate and its
carrying value and recognises the amount adjacent to
‘share of loss of an associate’ in the consolidated income
statement.

Profits and losses resulting from upstream and
downstream transactions between the Group and its
associate are recognised in the Group’s financial
statements only to the extent of unrelated investor’s
interests in the associates. Unrealised losses are eliminated
unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of the
associate have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Gain or losses on dilution of equity interest in an associate
are recognised in the consolidated income statement.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief
operations decision-maker. The chief operating decision-
maker, who is responsible for allocating resources and
assessing performance of the operating segments, has
been identified as the executive directors of the Company
who make strategic decisions.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.5 Foreign currency translation

(a)

(b)

Functional and presentation currency

[tems included in the financial statements of each of
the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in HK$, which is the Company’s
functional and the Group's presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates
prevailing at the dates of the transactions or
valuation where items are re-measured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the income statement,
except when deferred in equity as qualifying net
investment hedges.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in the consolidated income statement
within “finance income” or “finance costs”. All
other foreign exchange gains and losses are
presented in the consolidated income statement
within “other gains, net”.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.5 Foreign currency translation (Continued)

(9]
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Group companies

The results and financial position of all the group
entities (none of which has the currency of a hyper-
inflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

(i) assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the end of the reporting
period;

(i) income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of the
rates prevailing on the transaction dates, in
which case income and expenses are
translated at the rate on the dates of the
transactions); and

(i) all resulting currency translation differences
are recognised in other comprehensive
income.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate. Currency translation differences
arising are recognised in other comprehensive
income.

2

TEETBERME (&)

25 HEEBmE (E)

() HKEAQH
AEEETAEERINSHH
HEB T —B 2 EE(H
WEA A EEFABIREE 2K
BRRAZEW)  HEER ﬂ%
MABIRA T EREREWE
W

{HHD

() BEFBRAKRAZIZ
BENRBEHRRBREH
RZEHBERKE

(i) BEWEKRZBARXH
HRRFHEXBE IR
IE UL PG E X I?Ex“
HEXRZZBRFEZAE
ATUE - YA ST Al
RHHERBE K&

(i) FAEELEZEXREZFEAR
Hip 2w iR

R EEINERMELHNEER
RABEHE  GERSBE@EIN
ERNEEHRRBE  WKER
EXRBE - IEEZELEZER
Hip 2 EU s P RER ©

Nickel Resources International Holdings Company Limited 109



Notes to the Consolidated Financial Statements

e MBRRME

2

110

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.5 Foreign currency translation (Continued)

(d) Disposal of foreign operation and partial

disposal

On the disposal of a foreign operation (that is, a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control over
a subsidiary that includes a foreign operation, or a
disposal involving loss of significant influence over
an associate that includes a foreign operation), all of
the currency translation differences accumulated in
equity in respect of that operation attributable to
the equity holders of the Company are reclassified
to profit or loss.

In the case of a partial disposal that does not result
in the Group losing control over a subsidiary that
includes a foreign operation, the proportionate
share of accumulated currency translation
differences are re-attributed to non-controlling
interests and are not recognised in the income
statement. For all other partial disposals (that is,
reductions in the Group’s ownership interest in an
associate that do not result in the Group losing
significant influence) the proportionate share of the
accumulated exchange difference is reclassified to
the consolidated income statement.

2.6 Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are charged to the consolidated
income statement during the financial period in which
they are incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.6 Property, plant and equipment (Continued)

Depreciation is calculated using the straight-line method
to allocate their cost to their residual values over their
estimate useful lives, as follows:

— Buildings 15-25 years
— Plant and machinery 8-15 years
— Office equipment 3-5 years
— Motor vehicles and other 5-25 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and are
recognised within ‘Other gains, net’ in the consolidated
income statement.

Construction-in-progress represents buildings, plant and
machinery under construction and pending installation
and is stated at cost less accumulated impairment losses.
Cost includes the costs of construction of buildings, the
costs of plant and machinery and, for qualifying assets,
borrowing costs capitalised in accordance with the
Group’s accounting policies. No provision for depreciation
is made on construction-in-progress until such time as the
relevant assets are completed and ready for intended use.
When the assets concerned are brought to use, the costs
are transferred to property, plant and equipment and
depreciated in accordance with the policy as stated above.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7

2.8

Prepaid land lease payments

Prepaid land lease payments are stated at cost less
accumulated amortisation and accumulated impairment
losses. Cost represents consideration paid for the rights to
use the land on which various plants and buildings are
situated for a period of 20 to 50 years. Amortisation of
prepaid land lease payments is calculated on a straight-
line basis over the period of leases.

Intangible assets

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the
date of acquisition. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful
economic life and assessed for impairment whenever
there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are
reviewed at least at each financial reporting date.

Exclusive offtake right

The exclusive offtake right represents the exclusive right
to purchase iron ore by the Group from an iron ore
supplier for a period of 28 years ending 24 January 2036.
The exclusive offtake right is stated at cost less
accumulated amortisation and any impairment losses. The
exclusive offtake right is amortised based on the unit of
purchase method.
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POLICIES (Continued)
2.9 Impairment of non-financial assets 29 FERMEERE

Annual Report 2016

Assets that have an indefinite useful life or not ready to
use are not subject to amortisation and are tested
annually for impairment. Assets that are subject to
amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash
flows (cash-generating units). Non-financial assets other
than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at each reporting
date.

2.10 Financial assets

2.10.1 Classification

The Group classifies its financial assets in the
following categories: at fair value through profit or
loss, loans and receivables, and available-for-sale.
The classification depends on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets at
initial recognition.

(@)  Financial assets at fair value through profit or

loss

Financial assets at fair value through profit or
loss are financial assets held for trading. A
financial asset is classified in this category if
acquired principally for the purpose of selling
in the short term. Derivate are also categorised
as held for trading unless they are designated
as hedges. Assets in this category are classified
as current assets if expected to be settled
within 12 months; otherwise, they are
classified as non-current.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.10 Financial assets (Continued)

2.10.1 Classification (Continued)

(b)

©

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for the amounts that are settled or
expected to be settled more than 12 months
after the end of the reporting period. These
are classified as non-current assets. The
Group's loans and receivables comprise trade
and notes receivables, deposits and other
receivables, pledged time deposits and cash
and cash equivalents.

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current
assets unless the investment matures or
management intends to dispose of it within
12 months of the end of the reporting period.

As at 31 December 2015 and 2016, the Group did
not have any financial assets at fair value through
profit or loss and available-for-sale financial assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.10 Financial assets (Continued)

2.10.2 Recognition and measurement

Regular way purchases and sales of financial assets
are recognised on the trade-date — the date on
which the Group commits to purchase or sell the
asset. Investments are initially recognised at fair
value plus transaction costs for all financial assets
not carried at fair value through profit or loss.
Financial assets carried at fair value through profit or
loss are initially recognised at fair value, and
transaction costs are expensed in the consolidated
income statement. Financial assets are derecognised
when the rights to receive cash flows from the
investments have expired or have been transferred
and the Group has transferred substantially all risks
and rewards of ownership. Available-for-sale
financial assets and financial assets at fair value
through profit or loss are subsequently carried at
fair value. Loans and receivables are subsequently
carried at amortised cost using the effective interest
method.

Gains or losses arising from changes in the fair value
of the financial assets at fair value through profit or
loss category are presented in the consolidated
income statement within ‘other gains, net’ in the
period in which they arise. Dividend income from
financial assets at fair value through profit or loss is
recognised in the consolidated income statement as
part of other income when the Group’s right to
receive payments is established.

Changes in the fair value of monetary and non-
monetary securities classified as available-for-sale
are recognised in consolidated other comprehensive
income.

When securities classified as available for sale are
sold or impaired, the accumulated fair value
adjustments recognised in equity are included in the
consolidated income statement as gains and losses
from investment securities.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
2.10 Financial assets (Continued)

2.10.2 Recognition and measurement (Continued)

Interest on available-for-sale securities calculated
using the effective interest method is recognised in
the income statement as part of other income.
Dividends on available-for-sale equity instruments
are recognised in the consolidated income statement
as part of other income when the Group’s right to
receive payments is established.

2.10.3 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the statement of financial
position when there is a legally enforceable right to
offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset
and settle the liability simultaneously. The legally
enforceable right must not be contingent on future
events and must be enforceable in the normal
course of business and in the event of default,
insolvency or bankruptcy of the company or the
counterparty.

2.10.4 Impairment of financial assets

(@)  Assets carried at amortised cost

The Group assesses at the end of each
reporting period whether there is objective
evidence that a financial asset or a group of
financial assets is impaired. A financial asset or
a group of financial assets is impaired and
impairment losses are incurred only if there is
objective evidence of impairment as a result of
one or more events that occurred after the
initial recognition of the asset (a ‘loss event’)
and that loss event (or events) has an impact
on the estimated future cash flows of the
financial asset or group of financial assets that
can be reliably estimated.

Evidence of impairment may include
indications that the debtors or a group of
debtors is experiencing significant financial
difficulty, default or delinquency in interest or
principal payments, the probability that they
will enter bankruptcy or other financial
reorganisation, and where observable data
indicate that there is a measurable decrease in
the estimated future cash flows, such as
changes in arrears or economic conditions
that correlate with defaults.
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POLICIES (Continued)
2.10 Financial assets (Continued)
2.10.4 Impairment of financial assets (Continued)

(@)
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Assets carried at amortised cost (Continued)

For loans and receivables category, the
amount of the loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows (excluding future credit
losses that have not been incurred) discounted
at the financial asset’s original effective
interest rate. The carrying amount of the asset
is reduced and the amount of the loss is
recognised in the income statement. If a loan
or held-to-maturity investment has a variable
interest rate, the discount rate for measuring
any impairment loss is the current effective
interest rate determined under the contract.
As a practical expedient, the Group may
measure impairment on the basis of an
instrument’s fair value using an observable
market price.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event
occurring after the impairment was recognised
(such as an improvement in the debtor’s credit
rating), the reversal of the previously
recognised impairment loss is recognised in
the consolidated income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.10 Financial assets (Continued)

2.10.4 Impairment of financial assets (Continued)

(b)

Assets classified as available-for-sale

The Group assesses at the end of each
reporting period whether there is objective
evidence that a financial asset or a group of
financial assets is impaired. For debt securities,
the Group uses the criteria referred to in (a)
above. In the case of equity investments
classified as available-for-sale, a significant or
prolonged decline in the fair value of the
security below its cost is also evidence that the
assets are impaired. If any such evidence exists
for available-for-sale financial assets, the
cumulative loss — measured as the difference
between the acquisition cost and the current
fair value, less any impairment loss on that
financial asset previously recognised in the
consolidated income statement — is removed
from equity and recognised in the
consolidated income statement. Impairment
losses recognised in the consolidated income
statement on equity instruments are not
reversed through the consolidated income
statement. If, in a subsequent period, the fair
value of a debt instrument classified as
available-for-sale increases and the increase
can be objectively related to an event
occurring after the impairment loss was
recognised in the consolidated income
statement, the impairment loss is reversed
through the consolidated income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.11 Financial liabilities

2.11.1 Recognition and measurement

Financial liabilities within the scope of IAS 39 are
classified as financial liabilities at fair value through
profit or loss, financial liabilities carried at amortised
cost, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.
The Group determines the classification of its
financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair
value and, in the case of financial liabilities carried at
amortised cost, net of directly attributable
transaction costs.

The Group’s financial liabilities include trade, notes
and other payables, derivative financial instruments,
interest-bearing bank and other borrowings, and
convertible bonds.

The subsequent measurement of financial liabilities
depends on their classification as follows:

(@)  Financial liabilities at fair value through profit
or loss
Financial liabilities at fair value through profit
or loss include financial liabilities held for
trading and financial liabilities designated
upon initial recognition as at fair value
through profit or loss.

Financial liabilities are classified as held for
trading if they are acquired for the purpose of
selling in the near term. This category includes
derivative financial instruments entered into
by the Group that are not designated as
hedging instruments in hedge relationships as
defined by IAS 39. Separated embedded
derivatives are also classified as held for
trading unless they are designated as effective
hedging instruments. Gains or losses on
liabilities held for trading are recognised in the
consolidated income statement. The net fair
value gain or loss recognised in the income
statement does not include any interest
charged on these financial liabilities.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.11 Financial liabilities (Continued)

2.11.1 Recognition and measurement (Continued)

(@)

(®)

Financial liabilities at fair value through profit
or loss (Continued)

Financial liabilities designated upon initial
recognition at fair value through profit or loss
are designated at the date of initial recognition
and only if the criteria in IAS 39 are satisfied.

Financial liabilities carried at amortised cost

After initial recognition, interest-bearing
financial liabilities are subsequently measured
at amortised cost, using the effective interest
rate method unless the effect of discounting
would be immaterial, in which case they are
stated at cost. Gains and losses are recognised
in the income statement when the liabilities
are derecognised as well as through the
effective interest rate amortisation process.

Fees paid on the establishment of loan
facilities are recognised as transaction costs of
the loan to the extent that it is probable that
some or all of the facility will be drawn down.
In this case, the fee is deferred until the draw-
down occurs. To the extent there is no
evidence that it is probable that some or all of
the facility will be drawn down, the fee is
capitalised as a prepayment for liquidity
services and amortised over the period of the
facility to which it relates.
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2.11.1 Recognition and measurement (Continued)

(c)  Financial guarantee contracts

Financial guarantee contracts issued by the
Group are those contracts that require a
payment to be made to reimburse the holder
for a loss it incurs because the specified debtor
fails to make a payment when due in
accordance with the terms of a debt
instrument. A financial guarantee contract is
recognised initially as a liability at its fair value,
adjusted for transaction costs that are directly
attributable to the issuance of the guarantee.
Subsequent to initial recognition, the Group
measures the financial guarantee contract at
the higher of: (i) the amount of the best
estimate of the expenditure required to settle
the present obligation at the end of the
reporting period; and (ii) the amount initially
recognised less, when appropriate, cumulative
amortisation.

2.11.2 Derecognition of financial liabilities

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled, or expires.

When an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and a recognition of a new liability,
and the difference between the respective carrying
amounts is recognised in the consolidated income
statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.11 Financial liabilities (Continued)

2.11.3 Convertible bonds

If the conversion option of convertible bonds is an
equity instrument, the host of convertible bonds is
recognised as a financial liability in the consolidated
statement of financial position, net of transaction
costs. On issuance of convertible bonds, the fair
value of the host liability component is determined
using a market rate for an equivalent non-
convertible bond; and this amount is carried as a
financial liability on the amortised cost basis until
extinguished on conversion or redemption. The
remainder of the proceeds is allocated to the
conversion option that is recognised and included in
shareholders’ equity, net of transaction costs. The
carrying amount of the conversion option is not
remeasured in subsequent years. Transaction costs
are apportioned between the liability and equity
components of the convertible bonds based on the
allocation of proceeds to the liability and equity
components when the instruments are initially
recognised.

BRERERERBR QA

2

TEETBERME (&)

211 eREeE(E)
2113 AR ES

il AT #R i (B 75 2 B R AR B A AR
TA: AARRESZEEID
SN RE IRINE IS TR N BN
NEERBTHMAE - BT HR
BEZE TREHRHIZANE
BENRBFIEABBES 2 HE
MEE - Mz RILEHKAT
RRTRBE BEEERyED
BRI - TSAREE D
ILECHER < BB - WK
BRR B RAR T ABCR 2 - 88
BmARE s REEERERFRED
SEMHE - RERARZFL
ABRMERE - RIFFAFRED
REREREDREY ZLLHIDE
ERBMRES CAERERE

7 e



Notes to the Consolidated Financial Statements

e MBRRME

2

Annual Report 2016

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.11 Financial liabilities (Continued)

2.11.3 Convertible bonds (Continued)

If the conversion option of convertible bonds is not
an equity component, it is bifurcated from the host
liability component and separately accounted for as
a derivative. Redemption rights are also embedded
derivatives and accounted for together with
conversion option as a single derivative. On initial
recognition, the derivative component of the
convertible bonds is measured at fair value and
presented as part of derivative financial instruments.
Any excess of proceeds over the amount initially
recognised as the derivative component is
recognised as the host liability component.
Transaction costs are apportioned between the host
liability and derivative components of the convertible
bonds based on the allocation of proceeds to the
host liability and derivative components when the
instruments are initially recognised. The portion of
the transaction costs relating to the host liability
component is recognised initially as part of the
liability. The portion relating to the derivative
component is recognised immediately in the
consolidated income statement.

When the convertible bonds with an equity
component are extinguished before maturity
through an early redemption or repurchase by the
issuer in which the original conversion privileges are
unchanged, the consideration and transaction costs
paid for the redemption or repurchase is allocated
to the liability and equity components of the
instrument at the date of the transaction. The
method used in allocating the consideration paid
and transaction costs to the separate components is
consistent with that used in the original allocation
to the separate components of the proceeds
received when the convertible instrument was
issued. The difference between the carrying amount
of the liability component and the liability
component from the allocation of consideration and
transaction costs paid for the redemption or
repurchase is recognised in the consolidated income
statement, whereas the difference between the
carrying amount of the equity component and the
equity component from the allocation of
consideration and transaction costs paid for the
redemption or repurchase is recognised in equity.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.12 Derivative financial instruments
Derivatives are initially recognised at fair value on the date
a derivative contract is entered into and are subsequently
re-measured at their fair value.

(a)

(b)

Initial recognition and subsequent
measurement

The derivative financial instruments of the Group
represent the conversion option and redemption
option bifurcated from the host contract of
convertible bonds. These derivative financial
instruments are initially recognised at fair value on
the date on which a derivative contract is entered
into and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value
is positive and as liabilities when the fair value is
negative.

Any gains or losses arising from changes in fair value
of derivatives are taken directly to the profit or loss.

Classification

Derivative financial instruments that are not
designated as effective hedging instruments are
classified as current or non-current or separated into
current and non-current portions based on an
assessment of the facts and circumstances (i.e., the
underlying contracted cash flows).

Embedded derivatives that are not closely related to
the host contract are classified consistently with the
cash flows of the host contract.

2.13 Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work in
progress comprises direct materials, direct labour, other
direct costs and related production overheads (based on
normal operating capacity). It excludes borrowing costs.
Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling
expenses.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.14 Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade and other
receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less allowance for
impairment.

2.15 Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand,
demand deposits and short-term highly liquid investments
that are readily convertible into known amounts of cash,
are subject to an insignificant risk of changes in value, and
have a short maturity of generally within three months
when acquired, and are not restricted as to use.

2.16 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net
of tax, from the proceeds.

2.17 Trade payables

Trade payables are obligations to pay for goods or services
that have been acquired in the ordinary course of business
from suppliers. Accounts payable are classified as current
liabilities if payment is due within one year or less (or in
the normal operating cycle of the business if longer). If
not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.18 Current and deferred income tax
The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated income
statement, except to the extent that it relates to items
recognised in consolidated other comprehensive income
or directly in equity. In this case the tax is also recognised
in consolidated other comprehensive income or directly in
equity, respectively.

(a)

(b)

Current income tax

The current income tax charge is calculated on the
basis of the lax laws enacted or substantively
enacted at the end of the reporting period in the
places where the Company’s subsidiaries and
associate operate and generate taxable income.
Management periodically evaluates positions taken
in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation.
It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax
authorities.

Deferred income tax

Deferred income tax is recognised, using the liability
method, on temporary differences arising between
the tax bases of assets and liabilities and their
carrying amounts in the consolidated financial
statements. However, deferred tax liabilities are not
recognised if they arise from the initial recognition
of goodwill, the deferred income tax is not
accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a
business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or
substantively enacted by the balance sheet date and
are expected to apply when the related deferred
income tax asset is realised or the deferred income
tax liability is settled.

Deferred income tax assets are recognised only to
the extent that it is probable that future taxable
profit will be available against which the temporary
differences can be utilised.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.18 Current and deferred income tax (Continued)

(b)

(9]

Deferred income tax (Continued)

Deferred income tax liabilities are provided on
taxable temporary differences arising from
investments in subsidiaries and an associate except
for deferred income tax liability where the timing of
the reversal of the temporary difference is controlled
by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.
Generally the Group is unable to control the reversal
of the temporary difference for associates. Only
where there is an agreement in place that gives the
Group the ability to control the reversal of the
temporary difference in the foreseeable future,
deferred tax liability in relation to taxable temporary
differences arising from the associate’s undistributed
profits is not recognised.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries and an associate only to
the extent that it is probable the temporary
difference will reverse in the future and there is
sufficient taxable profit available against which the
temporary difference can be utilised.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation
authority on either the taxable entity or different
taxable entities where there is an intention to settle
the balances on a net basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.19 Employee benefits

2.19.1 Retirement benefit schemes

Obligatory retirement benefits in the form of
contributions under defined contribution retirement
schemes administered by local government agencies
are charged to the consolidated income statement
as incurred.

The PRC subsidiaries of the Company participate in
defined contribution retirement plans. All employees
of these companies are entitled to an annual
pension equal to a fixed proportion of the average
basic salary amount within the geographical area.
The subsidiaries are required to make contributions
to the local social security bureau at rates ranging
from 20% to 21% of the previous year’s average
basic salaries within the geographical area where
the employees are under employment. The Group
has no obligations for the payment of pension
benefits beyond the annual contributions as set out
above. The contributions are charged to the income
statement as they become payable.

The Group also operates a defined contribution
Mandatory Provident Fund retirement benefit
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance for all
employees of the companies in Hong Kong who are
eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of
the employees’ basic salaries and are charged to the
income statement as they become payable in
accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from
those of the Group in an independently
administered fund. The Group's employer
contributions vest fully with the employees when
contributed to the MPF Scheme.
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POLICIES (Continued)
2.19 Employee benefits (Continued)
2.19.1 Retirement benefit schemes (Continued)

2.19 BEEEF (&)
2.19.1 BB R & (F)

Annual Report 2016

As stipulated by the Indonesia State regulations, the
Indonesian subsidiaries of the Company participate
in a defined contribution retirement plan namely the
Day Old Assurance Program (the “DOA Program”)
for all employees in Indonesia who are eligible to
participate in the DOA Program. Contributions are
made based on a percentage of the employees’
basic salaries and are charged to the income
statement as they become payable in accordance
with the rules of the DOA Program.

As stipulated by the Singapore State regulations, the
Singaporean subsidiaries of the Company participate
in a defined contribution retirement plan namely the
Central Provident Fund (the “CPF Scheme”) for all
employees in Singapore who are eligible to
participate in the CPF Scheme. Contributions are
made based on a percentage of the employees’
basic salaries and are charged to the income
statement as they become payable in accordance
with the rules of the CPF Scheme.

2.19.2 Termination benefits

Termination benefits are payable when employment
is terminated by the Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these
benefits. The Group recognises termination benefits
at the earlier of the following dates: (a) when the
Group can no longer withdraw the offer of those
benefits; and (b) when the entity recognises costs
for a restructuring that is within the scope of IAS 37
and involves the payment of termination benefits. In
the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured
based on the number of employees expected to
accept the offer. Benefits falling due more than 12
months after the end of the reporting period are
discounted to their present value.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.19 Employee benefits (Continued)

2.19.3 Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the end of reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

2.19.4 Share-based payments

(@)

Equity-settled share-based payment
transactions

The Company operates an equity-settled,
share-based compensation plan, under which
the entity receives services from employees as
consideration for equity instruments (options)
of the Company. The fair value of the
employee services received in exchange for
the grant of the options is recognised as an
expense. The total amount to be expensed is
determined by reference to the fair value of
the options granted:

o including any market performance
conditions (for example, an entity’s
share price);

o excluding the impact of any service and
non-market performance vesting
conditions (for example, profitability,
sales growth targets and remaining an
employee of the entity over a specified
time period); and

o including the impact of any non-vesting
conditions (for example, the requirement
for employees to save).

Non-market performance and service
conditions are included in assumptions about
the number of options that are expected to
vest. The total expense is recognised over the
vesting period, which is the period over which
all of the specified vesting conditions are to be
satisfied.
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2.19 Employee benefits (Continued)
2.19.4 Share-based payments (Continued)

(@)

(b)

Annual Report 2016

Equity-settled share-based payment
transactions (Continued)

In addition, in some circumstances employees
may provide services in advance of the grant
date and therefore the grant date fair value is
estimated for the purposes of recognising the
expense during the period between service
commencement period and grant date.

At the end of each reporting period, the
Group revises its estimates of the number of
options that are expected to vest based on the
non-marketing performance and service
conditions. It recognises the impact of the
revision to original estimates, if any, in the
income statement, with a corresponding
adjustment to equity.

When the options are exercised, the Company
issues new shares. The proceeds received net
of any directly attributable transaction costs
are credited to share capital (nominal value)
and share premium.

Share-based payment transactions among
group entities

The grant by the Company of options over its
equity instruments to the employees of
subsidiary undertakings in the Group is treated
as a capital contribution. The fair value of
employee services received, measured by
reference to the grant date fair value, is
recognised over the vesting period as an
increase to investments in subsidiaries
undertakings, with a corresponding credit to
equity in the Company’s financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.20 Borrowing costs

2.21

General and specific borrowing costs directly attributable
to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial
period of time to get ready for their intended use or sale,
are added to the cost of those assets, until such time as
the assets are substantially ready for their intended use or
sale.

All other borrowing costs are recognised in the profit or
loss in the period in which they are incurred.

Leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor), are charged to the consolidated income statement
on a straight-line basis over the period of the lease.

2.22 Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant will be
received and all attaching conditions will be complied
with. When the grant relates to an expense item, it is
recognised as income on a systematic basis over the
periods that the costs, which it is intended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is
credited to “Other long-term payables” and is released to
the income statement over the expected useful life of the
relevant asset by equal annual instalments or deducted
from the carrying amount of the asset and released to the
income statement by way of a reduced depreciation
charge.

BRERERERBR QA

2

TEETBERME (&)

2.20 B A

2.21

EZRBERSEREFENERN
HEED I EEEREEAIEARIEE
RENEERBEEN —RMFERE
KA SHAREFEENRA  BEEE
EEFEEAMERREERR AL

BEEMEERAREELBRENE
TR AR

iRy

NEERBE BRI AR K EH
DELHEARMAZBELY - BIERK
EHEA o REBELERNEL 25K
FrEEARS T2 EAESR) EEHA
MEREBRE Was R P HIRR

2.22 BT

BT A & T2 R AR 7 5= [ 5 A ) %
KAFEMANSERERIZEQRER

R MAXHBABZBRRKE R
o3t 70 558 1 4 B 2 B AN 8 3 e g R
YA

ZERRWERERRM  AIRNEE
DA TEMERENFKIE] BRE
MEE<RAANERFHIMEFD
Bt AWER  HEBEZREEN
B - SWADRITE B AT A Al
% o



Notes to the Consolidated Financial Statements

e MBRRME

2

Annual Report 2016

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.23 Provisions

Provision for environmental restoration, restructuring costs
and legal claims are recognised when: the Group has a
present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be
required to settle the obligation; and the amount has
been reliably estimated. Restructuring provisions comprise
lease termination penalties and employee termination
payments. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision
due to passage of time is recognised as interest expense.

2.24 Contingent liabilities

Contingent liabilities are possible obligations that arise
from past events and whose existence will only be
confirmed by the occurrence of one or more future events
not wholly within the control of the Group. Where it is
not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability.

2.25 Revenue and income recognition

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable
for goods supplied, stated net of discounts, returns and
value added taxes. The Group recognises revenue when
the amount of revenue can be reliably measured; when it
is probable that future economic benefits will flow to the
entity; and when specific criteria have been met for each
of the Group's activities, as described below. The Group
bases its estimates of return on historical results, taking
into consideration the type of customer, the type of
transaction and the specifics of each arrangement.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.25 Revenue and income recognition (Continued)

(a) Sales of goods

Revenue from sale of goods is recognised when the
risk and reward of the goods has been transferred
to the customer, which is usually at the date when a
group entity has delivered products to the customer,
the customer has accepted the products, and there
is no unfulfilled obligations that could affect the
customer’s acceptance of the products.

(b) Interestincome
Interest income is recognised on a time proportion
basis, using the effective interest method.

2.26 Dividend distribution
Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and the Company’s
financial statements in the period in which the dividends
are approved by the Company’s shareholders or board of
directors, as appropriate.

2.27 Exceptional items
Exceptional items are disclosed and described separately
in the financial statements where it is necessary to do so
to provide further understanding of the financial
performance of the Group. They are material items of
income or expense that have been shown separately due
to the significance of their nature or amount.
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3  FINANCIAL RISK MANAGEMENT
3.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks including foreign exchange risk, price risk, cash flow
and fair value interest-rate risk, credit risk and liquidity
risk. The Group’s overall risk management policy focuses
on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s financial
performance. The directors review and agree policies for
managing each of these risks and they are summarised
below.

(@) Foreign exchange risk
The Group mainly engaged in the international
trade of ores, sale of iron and special steel products
with its operating entities mainly located in Hong
Kong, PRC and Singapore with most of the
transactions settled in HK$, Renminbi (“RMB"”), and
US dollars (“US$").

Foreign exchange risk arises when future commercial
transactions or recognised financial assets or
liabilities are denominated in a currency that is not
the entity’s functional currency. The Group is
exposed foreign exchange risk from various
currencies, primarily with respect to RMB.

At 31 December 2016 and 2015, if Hong Kong
dollar/US$ had weakened/strengthened by 2%
against RMB, with all other variables held constant,
there would be no significant impact on the results
of the Group.

Given the exchange rate peg between HK$ and
US$, it is not foreseen that the Group will be
exposed to significant exchange rate risk for the
transactions conducted in US$.

(b) Price risk
The Group is exposed to commodity price risk in
relation to its products which is largely dependent
on market price of the relevant commodity. The
Group closely monitors the price of its products in
order to determine its pricing strategies.

The management does not expect any significant
price risk in relation to the fair value of conversion
rights of its 8% Coupon Convertible Bonds.
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FINANCIAL RISK MANAGEMENT (Continued)
3.1 Financial risk factors (Continued)

(9]

(d)

Cash flow and fair value interest rate risk

The Group's income and operating cash flows are
substantially independent of changes in market
interest rates. The Group’s interest rate risk arises
from borrowings. Borrowings obtained at floating
rates expose the Group to cash flow interest rate
risk while borrowings obtained at fixed rates expose
the Group to fair value interest rate risk.

At 31 December 2016, if interest rates had been
100 basis points higher/lower with all other variables
held constant, post-tax loss for the year would have
been approximately HK$5,569,000 (2015:
HK$330,000) higher/lower, mainly as a result of
higher/lower interest expense on floating rate
borrowings. The Group has not used any interest
rate swaps for speculative purpose.

Credit risk

The carrying amounts of trade and other receivables,
deposits, pledged time deposits, and bank balances
represent the Group’s maximum exposure to credit
risk in relation to its financial assets.

For trade and other receivables, the Group has put
in place policies to ensure that sales of products are
made to customers with an appropriate credit
history. The Group performs periodic credit
evaluations of its customers and takes appropriate
follow-up actions to recover overdue debts.

The Group's historical experience in collection of
trade and other receivables falls within the recorded
allowances and the directors are of the opinion that
adequate provision for uncollectible trade and other
receivables has been made in the consolidated
financial statements.

As at 31 December 2016 and 2015, substantially all
bank deposits and balances are placed with major
financial institutions located in Hong Kong and PRC
which management believes are of high credit
quality. Management does not expect any losses
arising from non-performance by these
counterparties.
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FINANCIAL RISK MANAGEMENT (Continued)
3.1 Financial risk factors (Continued)

(e)

& Bl B

EE (&)

3.1 LRiEREZE(E)

Liquidity risk (e) REBEZRMR
The Group's primary cash requirements have been AREBNFERSE KA
for the payments for purchases and operating KENEERY - ANEBEXEFE
expenses. The Group finances its working capital BREEENE S RINPIRTTR
requirements mainly through funds generated from HMEEYHEHEEES T K-
operations, and external bank and other R-_E—XRF+-_A=+—8 "
borrowings. As at 31 December 2016, the Group AEENRHEEFEE
had net current liabilities of HK$3,253,341,000. The 3,253,341,00078 JC° &0 Hf #F
directors of the Company have taken certain 21@FTFR - AR AIEEZEH
measures to mitigate the liquidity pressure as A THEERERESESRES -
detailed in Note 2.1(a). Management will also EEE NS ERIB R - BE
closely monitor the situation to ensure that HEEE B RITE o
appropriate alternative actions are taken.
The table below analyses the Group’s non-derivative TROMAEBIZY R E R
financial liabilities into relevant maturity groupings EEHNRNEBEMNFEIRFE D A
based on the remaining period at the end of the AR HAA R IETE S RBE -
financial reporting period to the contractual maturity RUREHRENENSELEE
date. The amounts disclosed below are the AR o
contractual undiscounted cash flows.
Less than
On demand 1 year Total
EEREE PR—F st
HK$’'000 HK$’'000 HK$'000
AT FHT T
As at 31 December 2016 RZZT—RF
+=A=+—~H
Convertible bonds AR ESH 46,775 - 46,775
Bank and other borrowings RITREMEE 3,007,265 - 3,007,265
Trade payables FESRRER 120,358 - 120,358
Notes payables B EE - 1,444 1,444
Financial liabilities included in 5t ALl fE A~ 5008 K&
other payables and accruals EEtERNERAs 269,265 69,498 338,763
3,443,663 70,942 3,514,605
As at 31 December 2015 RZZE—HF
+=A=+—8H
Convertible bonds AR (E A 117,525 - 117,525
Bank and other borrowings RITREMEE 2,376,722 118,530 2,495,252
Trade payables FEFERFX 118,009 = 118,009
Notes payables ERATERE 192,807 41,817 234,624
Financial liabilities included in 5+ A E fth f& 1~ 2UIE &
other payables and accruals EstERRNESmARE 193,128 79,017 272,145
2,998,191 239,364 3,237,555
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FINANCIAL RISK MANAGEMENT (Continued)
3.2 Capital management

The Group's objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and
benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors
capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is
calculated as total borrowings (including current and non-
current “bank and other borrowings”, “note payables”
and “convertible bonds” as shown in the consolidated
statement of financial position) less cash and cash
equivalents and pledged time deposits. Total capital is
calculated as “equity” as shown in the consolidated
statement of financial position plus net debt.
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2016 2015
AL —ZT-hfF
HK$'000 HK$'000
FET T
Bank and other borrowings RITREAMEE 2,331,498 2,083,431
Notes payables FET IR 1,444 234,624
Convertible bonds, the liability AIBREEN A EHY
component 46,775 117,525
Less: Cash and cash equivalents and B RERREFEMAKL
pledged time deposits BRI E SR (21,830) (132,075)
Net debt BIEF%E 2,357,887 2,303,505
Total (shareholders’ deficit)/equity (R EAL) HEes4a%a (262,457) 237,646
Total capital RN 2,095,430 2,541,151
Gearing ratio BARBELE 113% 91%

The increase in gearing ratio for the year ended 31
December 2016 is mainly a result of the decrease in total
equity for the year.
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FINANCIAL RISK MANAGEMENT (Continued)
3.3 Fair value estimation

The table below analyses the Group’s financial instruments
carried at fair value as at 31 December 2016 by level of
the inputs to valuation techniques used to measure fair
value. Such inputs are categorised into three levels within
a fair value hierarchy as follows:

. Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is,
derived from prices) (level 2).

o Inputs for the asset or liability that are not based on
observable market data (that is, unobservable
inputs) (level 3).

As at 31 December 2016 and 2015, the Group and the
Company did not have any financial instruments that are
carried at fair value except for the derivative financial
instruments.

At 31 December 2016 and 2015, the conversion rights of
the Company’s and the Group’s 8% Coupon Convertible
Bonds, together with redemption rights (considered as a
single derivative), classified as derivative financial
instruments of HK$Nil (2015: HK$41,769,000) was
measured under level 3 of fair value hierarchy. The fair
value was valued by estimating the value of the whole
bond with and without the embedded derivatives.
Changes in level 3 financial instruments for the years
ended 31 December 2016 and 2015 are detailed in Notes
27.

The most significant inputs in determination of the fair
value of conversion rights of the 8% Coupon Convertible
Bonds are the scenario analysis performed by
management which assess the probability of the 8%
Coupon Convertible Bonds being converted as ordinary
shares. (2015: market price of the Company’s ordinary
shares, discount rate, and volatility rate of market price of
the Company’s ordinary share.)
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

Estimates and judgments used in preparing the financial
statements are continually evaluated and are based on historical
experience and other factors, including expectations of future
events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below.

(a)

(b)

Going concern consideration

In the process of applying the Group’s accounting policies,
apart from those involving estimations, management has
prepared the consolidated financial statements on the
assumption that the Group will be able to operate as a
going concern in the coming year, which is a critical
judgement that has the most significant effect on the
amounts recognised in the financial statements. The
assessment of the going concern assumption involves
making a judgement by the Directors, at a particular point
of time, about the future outcome of events or conditions
which are inherently uncertain. The Directors consider that
the Group has the capability to continue as a going
concern and the major events or conditions, which may
give rise to business risks, that individually or collectively
may cast significant doubt upon the going concern
assumption are set out in Note 2.1(a) to the consolidated
financial statements.

Impairment of an exclusive offtake right

The Group assesses whether there are any indicators of
impairment for its exclusive offtake right at the end of
each reporting period. When an impairment test is
undertaken, management judgement and estimates are
required in determining suitable valuation factors in the
impairment test. The recoverable amount could change
significantly as a result of changes in the key assumptions
adopted in assessing the recoverable amount including
discount rate, estimation of market prices of nickel and
iron, expected export volume from the supplier and
domestic sales volume, and other risk factors related to
the exclusive offtake right.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(b)

(0

Impairment of an exclusive offtake right
(Continued)

In determining the recoverable amount of the exclusive
offtake right, the directors also made reference to
proposed transaction price of the relevant asset. Outcome
of any proposed transaction and the final consideration
may differ from the amount originally estimated.
Completion or non-completion of proposed transaction
may also result in significant change in recoverable
amount of the exclusive offtake right and therefore
impairment charge for the period when such judgment
and estimate have been changed.

Impairment of non-financial assets (other than
goodwill and an exclusive offtake right)

Assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
amount may not be recoverable. The recoverable amounts
have been determined based on value-in-use calculations
or fair value less costs to sell. These calculations require
the use of judgements and estimates.

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an event
has occurred that may indicate that the related asset
values may not be recoverable; (ii) whether the carrying
value of an asset can be supported by the recoverable
amount, being the higher of fair value less costs to sell
and net present value of future cash flows which are
estimated based upon the continued use of the asset in
the business; and (iii) the appropriate key assumptions to
be applied in preparing cash flow projections including
whether these cash flow projections are discounted using
an appropriate rate. Changing the assumptions selected
by management in assessing impairment, including the
discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present
value used in the impairment test and as a result affect
the Group'’s financial condition and results of operations.
If there is a significant adverse change in the projected
performance and resulting future cash flow projections, it
may be necessary to take further impairment charge to
the income statement.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)
(d) Contingent liabilities

(e)

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

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

Amortisation of an exclusive offtake right
Amortisation of the exclusive offtake right is made based
on the actual limonitic ore purchased during the period
over the total planned purchase volume during the
contractual period. The estimation of the total planned
purchase volume requires management judgement and
estimates. It could change significantly as a result of
market demand for nickel-based products, technical
innovations, reserve of the mine, the ability of the miner
in meeting the demand and other relevant factors.
Management reviews the total planned purchase volume
at least annually, and adjusts the amortisation calculation
accordingly.

BRERERERBR QA
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

()

(9)

(h)

Useful lives of property, plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based on
the historical experience of the actual useful lives of
property, plant and equipment of similar nature and
functions. It could change significantly as a result of
technical innovations and competitor actions in response
to severe industry cycles. Management will increase the
depreciation charge where useful lives are less than
previously estimated lives, or it will write off or write down
technically obsolete or non-strategic assets that have been
abandoned or sold. Actual economic lives may differ from
estimated useful lives and actual residual values may differ
from estimated residual values. Periodic review could
result in a change in depreciable lives and residual values
and therefore depreciation expense in the future periods.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs to be incurred to completion and disposal. These
estimates are based on the current market condition and
the historical experience of selling products of similar
nature. It could change significantly as a result of changes
in customer requirements or competitor actions in
response to severe industry cycles. Management
reassesses these estimates at the end of each reporting
period.

Impairment of prepayments, deposits and
receivables

Impairment of prepayments, deposits and receivables is
made based on assessment of the recoverability. The
identification of impairment of prepayments, deposits and
receivables requires management judgement and
estimates. Provision is made when there is objective
evidence that the Group will not be able to collect the
debts or cannot utilise the prepayments either because of
the Group’s change of plan or the counterparties were
not able to fulfill their obligations. Where the actual
outcome or expectation in future is different from the
original estimate, the differences will impact the carrying
values of these assets and impairment is recognised in the
period in which such estimate has been changed.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(i)

()

Fair value of derivative financial instruments

As described in Note 27, the convertible bonds contain a
number of derivative financial instruments that are
measured at fair value through profit or loss. The
Company engaged an independent appraiser to assist it in
determining the fair values of these derivative financial
instruments. The determination was based on generally
accepted valuation procedures and practices that the most
significant inputs are the scenario analysis performed by
management which assess the probability of the 8%
Coupon Convertible Bonds being converted as ordinary
shares which cannot be easily quantified or ascertained.
Changes in subjective input assumptions can materially
affect the fair value estimate.

Current and deferred income tax

The Group is subject to income taxes in various
jurisdictions. Judgment is required in determining the
provision for income taxes in each of these jurisdictions.
There are transactions and calculations during the ordinary
course of business for which the ultimate tax
determination is uncertain. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the income
tax and deferred income tax provisions in the period in
which such determination is made.

Deferred income tax assets relating to certain temporary
differences and tax losses are recognised when
management considers it is probable that future taxable
profits will be available against which the temporary
differences or tax losses can be utilised. When the
expectation is different from the original estimate, such
differences will impact the recognition of deferred income
tax assets and taxation charges in the period in which
such estimate is changed.
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5 SEGMENT INFORMATION
For management purposes, the Group has one reportable
operating segment: the trading of ore and the manufacturing

5 2ER
REBAMN  AEEEE—ET2RELD
2 AL S AR A R A

and sale of iron and special steel products. Management me BREHNERLEE MEREF AR

monitors the operating results of its business units as a whole
for the purpose of making decisions about resources allocation
and performance assessment.

(a)

B BESEBETZEERRER—E
BRIGETER -

Geographical information b i3 35 R

Revenue from external customers (a) REMBEEzUWZ
2016 2015
—E—XEF —ZE—RF
HK$'000 HK$'000
FET TFETT
Mainland China AR B K B 175,934 26,174
Singapore Fans - 7,507
Taiwan = 826 5,016
176,760 38,697

(b)

The revenue information above is based on the locations

AEZBAERTERE P 2 32

of the customers. B

Non-current assets (b) *RBEE
2016 2015
—B-AF —TRF
HK$’'000 HK$'000
THExT T
Mainland China RlETpN 173 614,317 797,533
Indonesia HFE 2,384,762 2,384,896
Others Hib 1,383 1,731
3,000,462 3,184,160

The non-current assets information above is based on the
locations of the assets and excludes deferred tax assets.
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SEGMENT INFORMATION (Continued) 5
Information about major customers

For the year ended 31 December 2016, revenue of
approximately HK$80,570,000 (2015: HK$9,390,000) were
derived from three (2015: two) customers, amounted to
approximately HK$37,386,000, HK$24,551,000 and
HK$18,633,000 respectively which individually accounted for
over 10% of the Group’s total revenue.

146

REVENUE AND OTHER GAINS, NET

DEER (E)
FEEFER

HE_Z—X"F+-_A=+—HILEE K
25#980,570,000 7% 7T.( —ZZ— A 4F : 9,390,000
BIL)DRA=R(CE—HF : MB)EF

7 B #9 437,386,000 7T * 24,551,000 78 7T
118,633,000 7T + EBIME A& B A8 W 278
10% °

6 WHEKEMEAT - FHE

2016 2015
AL —ZT-h#F
HK$'000 HK$'000
FE T T
Revenue Wz
Sale of goods: HE :
Stainless steel products N = 20,872 10,543
Ni-Cr alloy steel ingot 12385 2 i fE 73,805 9,057
Ferro-nickel alloys and others EEAE REHM 82,083 19,097
176,760 38,697
Other gains, net Hib2 A - F5E
Changes in fair value of derivative MESBIAERNAEEES
financial instruments 28,569 27,128
Gain on disposal of property, HEME - BEREREL
plant and equipment, net Wi e F 58 13,350 10,872
Foreign exchange gains, net JE N AR FEE 22,078 11,751
Claims income received REGENLPN 9,485 =
Others Hi 799 521
74,281 50,272

RERER AR AR
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7 LOSS BEFORE INCOME TAX 7 BRFASHAIEE
The Group's loss before income tax is stated at after charging NEBBRTERAERED NG T &E :

the following:

2016 2015
ZE-RF —ET—AhF
Notes HK$’'000 HK$'000
B aE FHExT T4
Costs of inventories sold BEEFEEKA 146,471 44,157
Employee benefits expense EEEAAX 9 72,786 64,378
Research expenses e 1,113 800
Auditors’ remuneration ZE AN B &
— Audit services — BRR 3,950 3,963
— Non-audit services — JEB R 1,463 =
Depreciation e 13 82,355 90,378
Amortisation of prepaid land lease &1 + 3 0 & FIBHE £
payments 14 5,144 5,014
Minimum lease payments under BHREFRREILERE
operating leases in respect of 2 AR ERRK
buildings and equipment 7,902 8,314
Provision for impairment of FEREEEEE
inventories 19 9,918 79,683
Impairment of property, plant and Y~ BE R EERE
equipment 13 54,434 440,356
Provision for impairment of trade JE W BR FOR B 5 *
receivables* 20 4,635 -
Provision for impairment of FEAST IR AN E A R Y5k IE
prepayments and other receivables* 3 & & * 21 128,545 25,570
Provision for claims and disputes* FER N S B (M RE)
(note) - 85,321
= Included in other expenses & STAEMEX
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LOSS BEFORE INCOME TAX (Continued) 7 BRETSHAIEE(E)
Note: Provision for claims and disputes MieE © BRRFHREH
As detailed in Note 31(b) to the consolidated financial statements, the NEFA B IERERMFE3 (D) Pt - AEBE -
Group has been involved in arbitration proceedings with a marine vessel —NFER—ESARERAETEEANE—ZM
owner since 2014 in relation to certain contracts of affreightment. The THHEEARRERF - Bt AEBE—H T FEZ
Group has been actively negotiating with the vessel owner since then and MERY EREHBEN EERAANEEGE
base on the latest circumstances, the directors consider that most likely the TREBRENKERBAHASEEEZT(HE R
Group will be able to settle the claims at a consideration of approximately 38,782,000 L) R R R  WHAMRBE =T
US$5 million (equivalent to HK$38,782,000), and therefore a provision for —HE+ - A=+t—BIEFEFIRERERESEE
claims of the same amount was made for the year ended 31 December B o
2015.
In addition, during the year ended 31 December 2015, the Group also N REBEZE=F—RAF+=-A=+—HLEHF
commenced negotiation with another vessel owner on compensation for B AEBNGRE TEEAYNETHNRBLOE T
unfulfilled obligations under certain contracts of affreightment. Based on BERS —-ZMEIRARAH  c EREM NS
the communication with the vessel owner, the directors considered that B EERAAREEBRA AR HIRRED
most likely the Group will be able to settle the obligations at a 68 &% (85 7 46,539,000 7T ) /B EE L
consideration of approximately US$6 million (equivalent to YTAKREE - TE—AF+_A=1+—HLEE
HK$46,539,000), and therefore a provision of the same amount was made SHENHBBRRSBENBEE R-_Z—tF—8
for the year ended 31 December 2015. In January 2017, the Group ANEFBEMEFFT —BEERE U6ABET
entered into a settlement agreement with the vessel owner to settle the HRERBEESRE-
obligations in full for an amount of US$6 million.
There are no other updates for the abovementioned cases up to the date HEZEREUBHREABEY  HMEGE LSt
of these consolidated financial statements. HEMEFHER -
FINANCE COSTS, NET 8 MEMEFEHE
2016 2015
—E-REF —ET—h5F
Notes HK$'000 HK$'000
ik T8 FBTT
Finance income RE WA
Interest income on time deposits T BTF SR AL 2 WA 3,240 8,064
Finance costs 252 %N
Interest on bank and other RITERREMEERE
borrowings (312,245) (440,722)
Interest on convertible bonds Al AR E ST B 27 (7,941) (10,542)
(320,186) (451,264)
Finance costs, net RIE K AN F 5 (316,946) (443,200)

BRERERERBR QA
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9 EMPLOYEE BENEFITS EXPENSE (INCLUDING 9 EERAMFEX(BREESHM)
DIRECTORS’ EMOLUMENTS)

2016 2015
—E—XRE —E—hHF
HK$’'000 HK$'000
FH&T F&T
Salaries e 62,290 53,007
Retirement benefit scheme contributions RRE AT R E b
and other costs 10,267 10,684
Equity-settled share-based compensation ~ LAPR#E4EE 7 IR DFER
expense (Note 30) (BF5E30) 229 687
72,786 64,378
(a) Five highest paid employees () EEESFES
The five highest paid employees during the year included AEERLEGERHEERE=RE%
three directors (2015: three directors), details of whose ZE—hF =REF) RFESF
remuneration are set out in note (b) below. Details of the ZEH M2 B E IR T X EE(D) °
remuneration paid and payable to the remaining two ENRENBRTRE(ZE—hE M
(2015: two) highest paid employees who are neither a Z) BN N B ZEFINIEARR T EEH
director nor chief executive of the Company are as TENSERTEEFHOFBNT
follows:
2016 2015
—E-XRE —E—hEF
HK$'000 HK$'000
FE&T T
Fees BE - =
Salaries, allowances and benefits in kind #% - ZBL R EWEF] 2,694 2,694
Equity-settled share option expense VARG #E Sz 1+ 2 B AR A A 2 12 33
Retirement benefit scheme contributions R {RIE FI5T 2 2k 18 18
2,724 2,745
The emoluments of the aforementioned individuals fell it A TEYETNE T3 EE
within the following band:
2016 2015
ZE-ARF —E—hF
HK$1,000,001 to HK$ 1,500,000 1,000,001 772 2 1,500,000 7 72 2 2
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EMPLOYEE BENEFITS EXPENSE (INCLUDING 9 EEEIRZ(BREESHM) (E)

DIRECTORS’ EMOLUMENTS) (Continued)

(a) Five highest paid employees (Continued) (a) ERESHFEE(H)

No emoluments have been paid to the five highest paid BEEVE A BB I A S A I AKNE B =k
individuals (including Directors and other employees) as ERABBAEEMINEAZES A
an inducement to join or upon joining the Group or as T(EEEEREMES) 2l (=
compensation for loss of office (2015: Nil). —RF &)

(b) Benefits and interests of directors (disclosures (b) EEEFRFZE(EFE D AMEML(F
required by section 383 of the Hong Kong 622F ) %3831k - AEI(HEES
Companies Ordinance (Cap. 622), Companies FMmER) RO (FK622GE) RE
(Disclosure of Information about Benefits of B EEEEMEZIRE)
Directors) Regulation (Cap. 622G) and HK
Listing Rules)

() Directors’ and chief executives’ emoluments () EZEREREIHTEZFHH
The remuneration of each of the directors of the HE2—_ZT—F+=-A=1+—H
Company for the year ended 31 December 2016 is IEFE - ARRSESZHH M
set out below: FEATR
Retirement
Equity-settled benefit
Salaries and Housing  share option scheme
Fees bonus allowance expense  contributions Total
DRESf 2 BHREA
e FeRse EEEE  BRERX HE (25 @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER THR TER TER
Executive Directors: HTES:
Mr. Dong Shutong BEERLLE
(Chief executive) (EEHGE) - 2,786 609 - 18 3413
Mr. Dong Chengzhe BYEEE - 887 123 12 16 1,038
Mr. Song Wenzhou RUMEE - 415 - 12 - 427
Mr. Yang Fei BREE - 650 228 12 18 908
Mr. Wang Ping FEEE - 1377 200 - - 1,577
Non-executive Director: FHTES:
Mr. Yang Tianjun BASEE 200 - - - - 200
Independent Non-executive B IFH{TES :
Directors:
Mr. Bai Baohua AEFELE 200 - - - - 200
Mr. Huang Changhuai HEELE 200 - - - - 200
Mr. Wong Chi Keung B RESE 200 - - - - 200
Mr. Fahmi Idris EREE 200 - - - - 200
1,000 6,115 1,160 36 52 8,363
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9 EMPLOYEE BENEFITS EXPENSE (INCLUDING 9 EERIFEXZ(BREEZHM) (&)

DIRECTORS' EMOLUMENTS) (Continued)

(b) Benefits and interests of directors (disclosures (b) EEBEMNRF=(FEBQ TG (8
required by section 383 of the Hong Kong 622F)$383 1% ATEI(BEES
Companies Ordinance (Cap. 622), Companies Fzm&ER) RE(E6226E) R E
(Disclosure of Information about Benefits of B LEHmENEEMEZINE) (&)
Directors) Regulation (Cap. 622G) and HK
Listing Rules) (Continued)

() Directors’ and chief executives’ emoluments () EEZREEIHITEZTHN(E)
(Continued)
The remuneration of each of the directors of the B Z—hR&+_-_HA=+—H
Company for the year ended 31 December 2015 is IFEE » RATIZREENHE
set out below: HEnT
Equity-settled Retirement
Salaries and Housing  share option ~ benefit scheme
Fees bonus allowance expense  contributions Total
MRS 12 RIRER
e HerRe RN ERERS TEIfR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T FHIL T T T
Executive Directors: WTES:
Mr. Dong Shutong EERLE
(Chief executive) (EEHTE) - 2,849 612 = 18 3479
Mr. Dong Chengzhe BYELE = 929 137 34 16 1,116
Mr. Song Wenzhou RUMEE - 416 - 33 = 449
Mr. Yang Fei BREE - 650 214 33 18 915
Mr. Wang Ping FREE - 1,386 200 - = 1,586
Mr. Yin Sheping (note) FA 54 () - = = - - _
Non-executive Director: FRTES
Mr. Yang Tianjun BREEE 200 - - - - 200
Independent Non-executive B IFHTEE
Directors:
Mr. Bai Baohua BRELE 200 = - - - 200
Mr. Huang Changhuai HEELE 200 = = = = 200
Mr. Wong Chi Keung B RESE 200 - _ _ _ 200
Mr. Fahmi Idris EREE 200 - - - - 200
1,000 6,230 1,163 100 52 8,545

Note: Mr. Yin Sheping resigned from 15 September 2015

MizE: FHFREB T —RFNATH
BBEHT
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EMPLOYEE BENEFITS EXPENSE (INCLUDING

DIRECTORS' EMOLUMENTS) (Continued)

(b) Benefits and interests of directors (disclosures
required by section 383 of the Hong Kong
Companies Ordinance (Cap. 622), Companies
(Disclosure of Information about Benefits of
Directors) Regulation (Cap. 622G) and HK
Listing Rules) (Continued)

0}

(m

(1

(v)

V)

(V)

Directors’ and chief executives’ emoluments
(Continued)

During the year ended 31 December 2016, no
Director or chief executive waived or agreed to
waive any emolument; and no emoluments were
paid by the Group to the Directors or chief executive
as an inducement to join or upon joining the Group
or as compensation for loss of office (2015: Nil).

Directors’ retirement benefits
None of the directors received or will receive any
retirement benefits during the year (2015: Nil).

Directors’ termination benefits
None of the directors received or will receive any
termination benefits during the year (2015: Nil).

Consideration provided to third parties for
making available directors’ services

During the year ended 31 December 2016, the
Company did not pay consideration to any third
parties for making available directors’ services (2015:
Nil).

Information about loans, quasi-loans and other
dealings in favour of directors, controlled
bodies corporate by and connected entities
with such directors

During the year ended 31 December 2016, there is
no loans, quasi-loans and other dealing
arrangements in favour of the directors, or
controlled bodies corporate by and connected
entities with such directors (2015: Nil).

Directors’ material interests in transactions,
arrangements or contracts

Save as disclosed in these consolidated financial
statements, no other significant transactions,
arrangements and contracts in relation to the
Group's business to which the Company was a party
and in which a director of the Company had a
material interest, whether directly or indirectly,
subsisted at the end of the year or at any time
during the year.

BRERERERBR QA
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10 INCOME TAX
The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which the Group’s
entities are domiciled and operate.

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

The applicable Hong Kong profits tax rate of the Company, and
its subsidiaries, which operate in Hong Kong, is 16.5% (2015:
16.5%).

The applicable income tax rate of the Group’s Singaporean
subsidiary, CNR Group Holding Pte Ltd (“CNRG"), is 17% (2015:
17%).

The subsidiaries of the Company incorporated in Indonesia are
subject to a single income tax rate of 25% (2015: 25%,).

According to the PRC Corporate Income Tax Law, the applicable
income tax rate of the Group’s PRC subsidiaries is 25% for the

10 FRiSH
AEERREREERELNRRAEEE
BEEEA AT PTTE RLEHER ROR I BT 18
Bi o

RERSHENEBRELES ([REELE
E1)ERRRN - AEERFEHE LB
REEESHABMIMMEH -

KRB RERBEBLEZHBRARERES
S BB E B165%( =T — 71 4
16.5%) ©

7N £2 [ 3 hn 3% BT B /2 F] CNR Group Holding
Pte Ltd (TCNRG ) A FAB R KR 17%
—T—RHF 17%) °

AABRENE B s A 2 B A R A
B25% (—ZF— A% :25%) 28— Fr5 %
TR BUANFTISH -

RIBFBEEEMAETE - NEE R BB
RAAER ZERMBRHER25% (=F

year (2015: 25%). —HF :25%) °
2016 2015
—B-AF e
Notes HK$'000 HK$'000
B 5T THxT FHIT
Current income tax: BIEAFTS A :
— Mainland China — i B K P - 26
— Singapore — F N
— Under-provision in prior year — BAEFERBETR 443 -
Deferred income tax RIEFTIS TR 18 - 1,115
Income tax expense FISfiAX 443 1,141
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INCOME TAX (Continued)

10

The tax charge on the Group’s loss before income tax differs
from the theoretical amount that would arise using the
weighted average tax rate applicable to results of the group

companies as follows:

Fri&%t (&)

&R B R P 1S T AT B R RO RIS 5 S B B IR
ERARNKERRFENIEFHREAER
HEEmERE - #Il T

2016 2015
—NE —RF
HK$'000 HK$'000
FE T T
Loss before income tax FREFST RIS (646,235) (1,223,212)
Tax calculated at the applicable statutory BERNEERAERE
tax rates of respective companies SFE A (144,139) (292,024)
Tax effect of: THEBE 2 MBEHE
Income not subject to tax BARBIA (13,136) (14,695)
Expenses not deductible for tax AR A 87,783 167,573
Tax losses not recognised RERMIBEE 69,492 140,287
Under-provision in prior year BEFERETR 443 -
Income tax expense FriSfif s 443 1,141

The applicable income tax rate of the Group was 22.3% for the
year ended 31 December 2016 (2015: 23.9%). The change is
caused by a change in the relative results of the Group’s

subsidiaries in the respective countries.

DIVIDENDS

1

The Directors do not recommend the payment of a final
dividend for the year ended 31 December 2016 (2015: Nil).

RERER AR AR

NEFT-A=+—BLEFE K
TR

@I—?
SEMBERMEMRER223% (=

23.9%) ° ;AQEUBEEF\Z’KE.EAX1%
MM B A B AR R A PR
IS

—RF+_-H
—hF:

EETEBRERBE_F
St BUEFEZRHBRE(ZF
&) -
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12 LOSS PER SHARE 12 BRERE
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Basic

The calculation of the basic loss per share is based on the loss
for the year attributable to equity holders of the Company, and
the weighted average number of ordinary shares of
2,937,454,876 (2015: 2,751,501,842) in issue during the year.

Diluted

The calculation of the diluted loss per share for the year ended
31 December 2016 is based on the loss for the year attributable
to equity holders of the Company, adjusted to reflect the
interest on and change in fair value of the derivative component
of the convertible bonds and share options. The weighted
average number of ordinary shares used in the calculation is the
weighted average number of the ordinary shares in issue during
the year, as used in the basic loss per share calculation, and the
weighted average number of ordinary shares assumed to have
been issued at no consideration on the deemed exercise or
conversion of all dilutive potential ordinary shares into ordinary
shares.

Diluted loss per share is the same as basic loss per share for the
years ended 31 December 2016 and 2015 because the impact
of dilution of the convertible bonds and share options is anti-
dilutive.

AR
BREABENREARAEZEA
AELEEBERERFEADBITE BB 2 nE
YRR BREN 2,937,454,876 R (—ZF — R 4 :
2,751,501,842 f%) st &

e

BE_ T R"ET-_A=1T—"BLFEZE
R#EERIRBEARFRERA ARIGSF
EEEE - WIFHFHEARR A RBRES
TETIARAOFERBREAABES
B - STEMAZ EBRINEFOREAFER
ERTEBRRZINEFORB(RAEER
EXBEMERE)  ARBRRABE
BELRRESTERER ST RRSIRE
877 BT 2 BB AR -

HE_Z—NFN_ZT—RAE+-_A=1—
HIEFE - AR A RRES RERE 2 88
VEBRES HNEREEERSENTRE
AEE o
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13 PROPERTY, PLANT AND EQUIPMENT 13 ¥ BEREE
Motor
Plant and Office vehicles and Construction
Buildings ~ machinery  equipment others  in progress Total
BF RBEREE BAERE HRERHEM HEIR #ct

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAT TAT TAT

Cost; BAE:

At 1 January 2015 R-ZT—FF—HF—H 471,136 1,632,150 21,549 58,997 1,529,666 3,713,498

Additions NG = 274 6 959 19,071 20,310

Transfers R 5,052 2,898 = = (7,950) =
Disposals RE = - - (2,268) (8,940) (11,208)
Exchange realignment ERE®E (26,753) (95,396) (1,040) (3,148) (89,375) (215,712)
At 1 January 2016 R=Z—7~F—HR—H 449,435 1,539,926 20,515 54,540 1,442,472 3,506,888

Additions NE - 2,307 1,048 565 17,540 21,460

Disposals BE - - (1,147) (3,738) (50,500) (55,385)
Exchange realignment ERER (28,477) (97,707) (1,136) (3,098) (103,650) (234,068)
At 31 December 2016 RZF—A~F+=A=1+—A 420,958 1,444,526 19,280 48,269 1,305,862 3,238,895

Accumulated depreciation: ZiHTE

At 1 January 2015 R-ZE—1F—A—H 135,232 861,580 17,925 38,805 - 1,053,542

Depreciation e 3,185 81,218 1,609 4,366 - 90,378

Disposals RE = - - (1,804) - (1,804)
Exchange realignment EREE (7,276) (53,419) (925) (2,278) - (63,898)
At 1 January 2016 R-Z2—A~F—A—H 131,14 889,379 18,609 39,089 - 1078218

Depreciation nE 2,786 75,273 1,116 3,180 - 82,355

Disposals BE - - (1,147) (1,775) - (2,922)
Exchange realignment EHZERE (8.421) (59,563) (1,026) (2,415) - (71,425)
At 31 December 2016 RZE—R"E+-A=1—H 125,506 905,089 17,552 38,079 - 1,086,226

Accumulated impairment losses: Z:HEEEE :

At 1 January 2015 R-Z-n%—A—-H 276,278 73,508 210 395 1,131,562 1,481,953

Charge for the year AEELH 45,258 13,291 = = 381,807 440,356

Disposal RE = - - - (8,940) (8,940)
Exchange realignment R EE (16,210) (5,985) (14) (65) (81,965) (104,239)
At 1 January 2016 RZE—~"F—A—H 305,326 80,814 196 330 1,422,464 1,809,130

Charge for the year AEELH 6,152 46,748 - - 1,534 54,434

Disposal RE - - - - (35,277) (35,277)
Exchange realignment ERER (19,358) (5,122) (11 (20) (101,436) (125,947)
At 31 December 2016 RZT-A"F+ZA=1+—A 292,120 122,440 185 310 1,287,285 1,702,340

Net carrying amount: BREHE

At 31 December 2016 RZZE—"F+ZA=1—A 3,332 416,997 1,543 9,880 18,577 450,329

At 31 December 2015 RZZ-—RF+-A=1+—H 12,968 569,733 1,710 15,121 20,008 619,540
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13 PROPERTY, PLANT AND EQUIPMENT 13 V¥ BENSZE(E)

(Continued)

At 31 December 2016 and 2015, certain of the Group’s
buildings and plant and machinery were pledged to secure a
bank loan granted to the Group (Note 26).

As at 31 December 2016, the carrying amounts of the Group’s
property, plant and equipment and prepaid land lease payments
by major cash generating units, are analysed as follows:

RZE—REF_TE—RHF+_A=1+—
B AEEETEFEEREMEREEFE
AREFEREITER (IFE26) WERY) -

R-Z-—RET-_A=+—8 x&EY
¥ BERREARAN I WEERRZE
ERCELBMID ZREESFTAOT

Zhengzhou Lianyungang

Plants Plant Others Total
HNBE EEERE Hth et
HK$’'000 HK$'000 HK$’'000 HK$’000
FH&TT FH&TT FHETT FH&T

Property, plant and I ERN LY
equipment 385,581 63,145 1,603 450,329
Prepaid land lease payments FE {5+ b 8 & FXIH 2,543 166,047 - 168,590
Total et 388,124 229,192 1,603 618,919

Impairment assessment — Zhengzhou Plants

As a result of the continuous unfavourable operating
environment experienced in the steel industry, the Group’s
manufacturing and sales of iron and special steel products
operations in Zhengzhou (the “Zhengzhou Plants”) were
temporarily suspended since March 2013 and had only been
operating intermittently throughout the year 2016. The directors
of the Company considered it as an impairment indicator and
carried out an impairment review on property, plant and
equipment and the related prepaid land lease payments of
Zhengzhou Plants (Note 14).

Based on the results of the assessment, the recoverable amounts
of property, plant and equipment and the related prepaid land
lease payments of Zhengzhou Plants approximate their
respective carrying amounts, and therefore no further
impairment loss has been made for the year ended 31
December 2016.

WER M — WMNEE

BRI EANEERRFERE  A5E
R-_T—=F=-AESEEPILHMNOER
i mEERHERS ((HMHEE]) - 1°
“ERFERREE - ARREFETRAH
BRENSR - SHEMNBE 2% - BE R
BB ARARBEE S T S RIB (M E14)
EITREZEE -

ENFEER - BMBE2ME - BE &R
BARBEAN LA EFIR 2 AT E S5
HEZEMNEREERS  HUBERBE—F
—ANFtZA=THLEFERE-—FH
EEEE -
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PROPERTY, PLANT AND EQUIPMENT
(Continued)

Impairment assessment — Zhengzhou Plants
(Continued)

The recoverable amounts of the property, plant and equipment
and the related prepaid land lease payments have been
determined based on value-in-use calculations. These
calculations included applying certain assumptions in preparing
cash flows projections for the cash generating unit. In preparing
these projections, the directors assumed that, amongst other
factors, business performance of the Zhengzhou Plants can be
gradually improved during the projection period as a result of
improving operating environment and by launching new
products and seeking new orders from new customers with
improved gross margins. The discount rate used in measuring
value-in-use was 17% (2015: 17%), which is pre-tax and
reflects the specific risks relating to the business.

As at 31 December 2016, if the gross margin had been 1%
lower, an impairment charge of approximately HK$49 million
would be resulted; there would be no impairment charge if the
discount rate used had been 1% higher.

Impairment assessment — Lianyungang Plant

During the year ended 31 December 2016, due to the
continuous unfavourable market condition of nickel related
products, which is the main business engaged by the Group’s
manufacturing plant in Lianyungang (the “Lianyungang Plant”),
management upheld its decision to postpone the
commencement of Lianyungang Plant’s operation until year
2019. The directors of the Company considered it as an
impairment indicator and carried out an impairment review on
the property, plant and equipment and the related prepaid land
lease payments of Lianyungang Plant (Note 14).

Based on the results of the assessment, the recoverable amounts
of property, plant and equipment and the related prepaid land
lease payments of Lianyungang Plant were determined to be
HK$63,145,000 and HK$166,047,000 respectively, and
therefore an impairment loss on property, plant and equipment
payments of Lianyungang Plant of HK$54,434,000 has been
recognised in the consolidated income statement for the year
ended 31 December 2016.

BRERERERBR QA

13

M - BEKRRE (&)
AR — NS ()

M BE MEREREEBEMN LA ER
Bz AW ESRERFEREEREENE - %5
TEOEEREBSEAEMZES RIEA
REAS TRE REZZEIN B3R
TEZHERZE AP BESMNEEZEHERR
AL ERIENE RS BELTERKATE
FRBEREE S /] EmniE R HRE
TiE - FTEFERABEMAZIREE17%
ZE—RHF 17%)  WABATFIE A Rk
ER R TEAR R 2 TE R o

RZB-—RFTZA=+—0  MEMNXT
1% AIBELREHN49BEET
AT E FFH 1% RIS T EELE
IR ES -

HERL — EEEKE
BE_T—R"F+-_A=+—HILFE ' H#
RBEHBEER(WHAEEREEEZLE
BEXTESROEB(EZERE]D) N
ARE - EEEBEFERTE  TEEZEM
FREBERZE_ZT—NF ARAEZERR
HEREDR  SHEZERE2WE - B
P M i DA R AR R TR AN - b FH B 5008 (Mt R
14) ETTRIEER

AR HER  EEBREZME  BEK
S DA R ARRETE N T A E k1A 2 ATk &
B o Fl B F £63,145000%8 T K&
166,047,0008 7T * It EEBRE W
85 E M a& M 1 5K 2 BB JE5 18 54,434,000 8 7T
EREE—_ZT—AF+_A=+—HILFE
ZERE WK NER o
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13 PROPERTY, PLANT AND EQUIPMENT 13 Y% BERREE (E)
(Continued)
Impairment assessment — Lianyungang Plant WEG —EEEBRE (&)
(Continued)
The recoverable amounts have been determined based on the A ElSREIRTHAEBEREESE - tEFH
value-in-use calculations. The discount rate used in measuring BEFAZHEREERAE202% (T —HF :
value-in-use was 20.2% (2015: 20.1%), which is pre-tax and 20.1%) + b AT AT F = B < i B 2 75 48 78
reflects the specific risks relating to the business. 2 E R
As at 31 December 2016, if the projected sales volume applied RZEBE—ARF+-_A=+—8 " WR&riz
to the cash flow projection had been 5% higher/lower, the TERIFT AR TERISEE EF T F%5%  FTFR
discount rate used had been 1% lower/higher, or the E’]%’EET'TB%/J:HW% S EEERE R
commencement of Lianyungang Plant’s operation had been HEREEE T _TFHARE - AIFAR
further postponed to year 2020, impairment charge for the year B HD R 420F/ &8 T,/ 18 N4 31
would have been approximately HK$29 million lower/HK$31 BEET BLRNEEBT EN28EE
million higher, HK$32 million lower/HK$28 million higher, and BT MIEIN28 BEE&EETT °
HK$28 million higher, respectively.
14 PREPAID LAND LEASE PAYMENTS 14 FEfFLBEERE
2016 2015
AL —hEF
Notes HK$°000 HK$'000
B aE FHET FATT
Carrying amount at 1 January R—HA—BZKREEAE 182,915 200,868
Amortisation for the year F N 7 (5,144) (5,014)
Exchange realignment PE & =% (9,181) (12,939)
Carrying amount at 31 December R+ A=+—HBZEKAE 168,590 182,915
Less: Current portion included in B FFATRRRIE - RER
prepayments, deposits and H At FE U R IE 2 BN ER
other receivables =i 21 (4,428) (4,162)
Non-current portion JEBNHEAER 164,162 178,753
At 31 December 2016, the Group’s leasehold land situated in RZEBE—RF+_A=1+—"8 " K&EBEuR

Annual Report 2016

Mainland China on lease of between 10 and 50 years with a net
carrying amount of HK$168,590,000 (2015: HK$182,915,000)
were pledged for bank loans granted to the Group (Note 26).

Impairment assessment

As at 31 December 2016, management carried out a review of
the recoverable amounts of its property, plant and equipment,
and prepaid land lease payments. Details of the impairment
assessment on the Group’s property, plant and equipment, and
prepaid land lease payments as at 31 December 2016 are
disclosed in Note 13.

Nickel Resources International Holdings Company Limited

R KRE - FHEAN F 10 R 504F MR RE
/168,590,000 7w( =— & — A F:
1&%5%@5@Mﬁ§imaﬁ%m%5

ERIRTTE R (HE26) EHRY) -
AR
RZZBE—AF+_A=+—H BEEEEH

HYE - BB R ﬁLMSﬁEHiiMH%?k

Z—I”&@ %E E/\ /\fﬁ"f';ﬂ:—f—_
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INTANGIBLE ASSET BLEE
2016 2015
—E-AF kSl
HK$°000 HK$'000
FET FHET

Exclusive offtake right BREEE

Carrying amount at 1 January R—R—BZEREE 2,384,543 2,384,543
Amortisation i3] - -
Carrying amount at 31 December KR+ -A=+—BZKHAE 2,384,543 2,384,543

Amortisation of intangible asset has been included in cost of
sales.

In May 2007, the Group secured an exclusive offtake right from
PT. Yiwan Mining (“Yiwan"”), a limited company incorporated in
Indonesia, whereby Yiwan agreed to exclusively sell the limonitic
ores produced by Yiwan to the Group at a fixed price of US$16
per dry tonne for a period of approximately 14 years. In
September 2008, the term of the exclusive offtake right was
extended to 29 years expiring on 24 January 2036.

During the year ended 31 December 2012, a number of
Indonesian governmental authorities promulgated several new
rules and regulations regarding ores export approval and export
tax. Yiwan obtained the ore exporter status (“the Status
Approval”) and the ore export approval (the “Export Approval”)
on 13 June 2012 and 27 June 2012, respectively. The Status
Approval is valid for two years while the Export Approval is valid
for a period of three months from the date of their respective
issuance, and Yiwan can re-apply for the Status Approval and
the Export Approval before their respective expiry dates.

Pursuant to the new export tax regulation promulgated by the
Ministry of Finance of Indonesia (the “MOF") on 16 May 2012,
a 20% export tax (the “Export Tax”) would be imposed on the
limonitic ores exported from Yiwan to the Company. The Export
Tax is calculated based on the base price published by the MOF
periodically. The Export Tax will be borne by the Group.

According to the recommendation letter issued by the Minister
of Mineral and Coal on 25 June 2012 to the Minister of
Commerce which granted the Export Approval to Yiwan, the
export price of limonitic ores to be sold by Yiwan to the
Company shall be US$23.5 per dry tonne (excluding the Export
Tax) (the “New Export Price”) instead of US$16 per dry tonne.

BRERERERBR QA

BV EE#RHED T AHERRE -

RZZEZTLFRA AEEES—HREE
7 it B 32 2 B R 2 AIPT.Yiwan Mining
(IYiwanl) 2 B K EKFE#E - Yiwan [ & A E
EEBSEAMI6ETAAEERRLE
HAEBEEA  FHORTHEF -R=F
ZNFALA BREBERZFHAERZE
ZthE RZZB=RE-AZTMBER °

HE_ZT——F+_A=t+—HULFE %
EENEBS AR ME TEBEA L O
K O A 38 B ROER © Yiwan 2 Bl =
E——EXA+=BRE-_ZE——FH
“tHEREEAHAEER([EHKAH])
FEAHOFFA([HAFA]) - B8R K&
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ST E K =18 A B - Yiwan Al R B &R R
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BENETKRE((HEF IR _E——FH
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INTANGIBLE ASSET (Continued)

On 10 January 2013, Yiwan issued a letter of undertaking to
the Group. Without any prejudice to the terms of the exclusive
offtake right, Yiwan irrevocably and unconditionally undertakes
that, if at any time during the term of the exclusive offtake
agreement, the Group requests the iron ores to be delivered to
the Group's subsidiaries located in South Kalimantan, Indonesia
for production, Yiwan will adjust the purchase price of such iron
ores under the exclusive offtake right to US$10 per tonne.

During the year ended 31 December 2013, the relevant
Indonesian governmental authorities further promulgated that
unprocessed ore export by mining business licence holders in
Indonesia (“IUP Holders”) would be banned from 12 January
2014 onwards unless the IUP Holders have carried out
processing and refining domestically according to the relevant
regulations regarding implementation of activities of business of
minerals and coal mining and have conducted refining and
smelting in accordance with those relevant laws. Consequently,
the export of unprocessed iron ores from Yiwan to the Group
ceased with effect from 12 January 2014.

All of the rights, interest, title and benefits of the exclusive
offtake agreement is pledged in favour of DB Trustees (Hong
Kong) Limited as security trustee for and on behalf of the
bondholders of the Senior Bonds and the Convertible Bonds
(Notes 26 and 27).

In determining the recoverable amount of the intangible asset
as at 31 December 2016, the directors, amongst other
considerations, made reference to the disposal consideration as
stipulated in a non-binding framework agreement entered into
between the Group and Beijing Wincapital, an independent
third party, on 21 January 2013, pursuant to which the Group
proposed to dispose of 30% equity interest in SEAM to Beijing
Wincapital at a consideration of approximately US$150 million
as detailed in Note 2.1(a). SEAM, together with its subsidiaries,
are mainly engaged in the trading of ores and held the
aforementioned intangible asset of the Group. Although no
formal sales and purchases agreement has been entered into up
to date, as the disposal consideration in discussion substantially
exceeds the attributable carrying amount of the intangible asset,
the Directors are of the opinion that there is no impairment of
the intangible asset as at 31 December 2016.

15
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16 PARTICULARS OF SUBSIDIARIES
All of the subsidiaries of the Company were incorporated/
established as limited liability companies. Particulars of the
Company’s principal subsidiaries are as follows:

162

16 MBLQEZFE

EARFBEMBRRZMRL RLAER
RA]c ARBEEMBARZFBNT

Nominal value of Percentage of equity
Place of incorporation issued shares/ interest attributable to
Name of companies and place of operations paid-up capital the Company Principal activities
BERTREA,/ ARAEERAER
ARER AL REE BERAZEE Batt TEER
Direct Indirect
HE %
Infonics International Limited (" Infonics") British Virgin Islands/ US$10,001 100 - Investment holding
(TInfonics ) Hong Kong 10,001%7¢ REER
RBRUAE /B
China Special Steel Holdings Company Limited Cayman Islands/Hong Kong Us$1 - 100 Dormant
B AR A ] HEwD/ BE 1T EEZ
SEAM British Virgin Islands/ Us$100 - 100 Trading of ore
MR Hong Kong 100X BLES
EBRAHE/BR
Fully Lead Global Investments Limited British Virgin slands/ Us$1 - 100 Investment holding
BRERREBRAA Hong Kong E5 RERR
KBRAHS /AR
CNRG Singapore US$400,000 = 100 Trading of mineral ores and
FimIES 400,000%7T steel products and
investment holding
BR HEREFRRERR
Bilchart Maritime Pte. Ltd. Singapore US$2,000,000 - 51 Provision of shipping
H services
2,000,000% 7T REMERS
PT. Mandan Steel Indonesia IDR131,264,000,000 - 100 Investment holding
Hfe 131,264,000,000 RERR
HeE
PT. Batulicin Steel Indonesia US$50,000,000/Nil - 61  Investment holding
Hle 50,000,0005 70/ % REARR
Zhengzhou Yongtong Special Steel Co., Ltd. PRC RMB674,680,000 - 100 Manufacture and sale of
("Yongtong Special Steel”) H AR 674,680,000 70 special steel products
B ABEEERAR (TAEEHE]) HERHERNER

BRERERERBR QA
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16 PARTICULARS OF SUBSIDIARIES (Continued) 16 FMIEA R ZF1E (&)

Nominal value of Percentage of equity
Place of incorporation issued shares/ interest attributable to
Name of companies and place of operations paid-up capital the Company Principal activities
BERTREG,/ ARAEGEREER
NAEH SRR & #bE BRRAZEE BAL TEXH
Direct Indirect
B itk
Zhengzhou Yongtong Alloy Metals Co., Ltd. PRC RMB3,000,000 - 95  Trading of scrap steel
("Yongtong Alloy Metals") HE AR 3,000,000 BHES
B ABEeMHBERAR ((XEEE])
Zhengzhou Xiangtong Electricity Co., Ltd. PRC RMB10,000,000 - 100 Generation and sale of
("Xiangtong Electricity”) i AR ¥10,000,000 7 electricity
BHEREEARARN(HEEE]) RERHEEN
Zhengzhou Yongtong Fully Lead Trading Co., PRC RMB66,600,000 - 100 Trading of mineral, steel and
Ltd. (“Yongtong Fully Lead") e AEH 66,600,000 70 electronic products
B EEREHBRAR ([XKEER]) B AREFERES
Henan Yongtong Stainless Steel Products Co., PRC RMB266,000,000 = 100 Manufacturing and trading of
Ltd. (formerly known as: Henan Yongtong H AR 266,000,000 70 special steel products
Nickel Co., Ltd.) (“Yongtong Stainless Steel") BUEREERFHER
AR AR A RAR (BIR  WEAE
BEBRAR)(GETHHA])
Lianyungang East Harvest Minerals Company PRC US$127,000,000 - 100 Trading of mineral ores and
Limited (“East Harvest Minerals"”) F 127,000,000 7T steel products and
EEBRKBERERAR ((RXBER]) investment holding
BARAERE SRR EER
Lianyungang City East Harvest Mining Company ~ PRC RMB390,000,000 = 100 Trading of iron and steel
Limited ("East Harvest Mining”) HE AK390,000,0007T products
EEEMRXBEXARAR ((RXEE]) MEAENES
Lianyungang Hongnie International Trading PRC US$12,860,000/ - 100 Trading of iron and steel
Company Limited (“Hongnie Trading”) H US$4,019,422.5 products
BEBLRERESERAA(ZRES]) 12,860,000 7T,/ MAERE S
4,019,4225%T
Henan Jiakun New Materials Technology Co., PRC RMB50,100,000 - 100 Sale of metallic new
Ltd. (“Henan Jiakun") HE AR 50,100,000 70 materials
BRI RRRERAR (DT ExE]) HES B
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17 INTEREST IN AN ASSOCIATE 17 R—EBEEQ T z2ER
2016 2015
—E—-XE —ET-hHF
HK$'000 HK$'000
THxT THEIT
Share of net assets (R EEFE - -
Loan to an associate BERT— S NG 56,975 56,975
Less: provision for impairment of loan to W BERT Mg AR ZRE
an associate B (56,975) (56,975)
Loan to an associate is unsecured, interest free and is not BERT & QR AEIKE - 28 KA
expected to be settled within one year. TEE—FRNEE -

b

XM ERRZFHBT

k=11l

Particulars of the associate are as follows:

Percentage of
ownership
interest
Particulars of issued Place of attributable
Name shares held incorporation to the Group  Principal activity
KBRS
i FEAERITROFE LR AR 3L 3t B FEREZESL TEXH
Full Harvest Development 15,500 Ordinary shares of Republic of Seychelles 47.42%  Investment holding
Limited US$ 1 each
CRERBERAF 15500 R BREE1ETZ EETRANE REER
TEk
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18 DEFERRED TAX
The movements in the deferred tax assets and liabilities during
the year are as follows:

Deferred tax assets

18 EEHIE

FREEHBEERAFEESNOT

EEMRIBEE
2016 2015
—E—RE —ET—hHEF
HK$'000 HK$'000
FHT FH&TT

Unrealised profit on inventories FE 2 RER &R
At 1 January R—H—H

- 1,115

Deferred tax charged to the consolidated RERFTALGLRE Wz R 2 IEE

income statement during the year (Note 10) %18 (F#3% 10)

- (1,115)

At 31 December At+=-—A=+—H

Deferred tax assets are recognised for tax losses carry forward
to the extent that the realisation of the related tax benefit
through future taxable profits is probable. As at 31 December
2016, the Group had unrecognised tax losses to be carried
forward against future taxable income amounted to
approximately HK$2,197,437,000 (2015: HK$1,913,202,000).
These tax losses have no expiry date except that approximately
HK$2,064,206,000 (2015: HK$1,799,218,000) will expire in the
next one to five years.

AN B BREMERNELHRIAEEE
PRAAE B8 2 BT F 2 1] 86335 1A R SR I AR
BHMEBEOT R_E—AE+_A
=+—HB  ANEBEBRERUEEUEKER
2R FE B A5 I B B 7S 5 18 49 2,197,437,000
B (ZZE—FRF :1,913,202,000/8 7T ) °
B AS E1E 49 2,064,206,0008 7T (— 2 —F
& :1,799,218,000/8 L) @R KRR —ZERF
WEHASN - ZEB BB EDEA -
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18 DEFERRED TAX (Continued)

18 ELERHIE ()

Deferred tax liabilities EEHEEE
2016 2015
—E-RF —ET—hF
HK$’'000 HK$'000
FH&T F&T
Accelerated depreciation IR E
At 1 January n—A—H 1,285 1,365
Deferred tax credited to the consolidated FRNFFALRE WK 2 IRETIE
income statement during the year (Note 10)  (Fff4%10) - =
Exchange realignment M 5 = 5R (81) (80)
At 31 December R+=-—A=+—H 1,204 1,285

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established in
the PRC. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower
withholding tax rate may be applied if there is a tax treaty
between the PRC and the jurisdiction of the foreign investors.
For the Group, the applicable rate is 10%. The Group is
therefore liable to withholding taxes on dividends distributed by
those subsidiaries established in the PRC in respect of earnings
generated after 31 December 2007.

As at 31 December 2016 and 2015, no deferred tax liabilities
have been provided for in these consolidated financial
statements as there was no temporary difference associated
with investments in subsidiaries in Mainland China.

166 SRERERZRARAR

BRBEOXMEHTE - RPBEBAKIZESN
AR ERERAIBEREETIRREBZ10%
f%iliﬁ;ﬁ?lﬁﬁl lﬂ:%ﬁ)EEE47 ENF—-A—H
AR BE+FT_HA=T—H
?éﬁ’ﬂ%ﬂ ° 1|‘Ju1’EP !E?I\!&ﬁ%ﬁ’] RLAHER
FIABBIHE - AR ERBENENHE -
AREBERANBRER10% - At - NEEA
BEERRPEXZINZEMNBRARN T
THEFT A=+ BRELENBNADIKE
B BB TEHL o

775

N_E—RER_FT—RAF+_A=+—
H - #5 EPIKK*W% AR E I R =
2 QW ENGE I BR& P EHRELETIE
B ERS
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19 INVENTORIES 19 =&
2016 2015
—E—-XE —ET-hHF
HK$'000 HK$'000
FH T FATT
Raw materials = 100,606 130,457
Work in progress ERS 5,049 1,984
Finished goods 2URK T 222,467 257,207
Spare parts and consumables % 5 #Fm 12,964 14,815
341,086 404,463
Less: provision for impairment losses B OREEEEE (110,486) (176,093)
230,600 228,370
The movement of provision for impairment losses is as follows: BEEERENEENT
2016 2015
—E—-XxF —T—h5F
HK$'000 HK$'000
FE T FATT
At 1 January R—H—H 176,093 109,241
Utilisation JHFE (66,884) (3,418)
Impairment losses recognised for the year ~ ERE EZFHMEEE (FIX7)
(Note 7) 9,918 79,683
Exchange realignment HEHZ5 (8,641) (9,413)
At 31 December Nt+t=—_B=1+—H 110,486 176,093
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20 TRADE AND NOTES RECEIVABLES 20 BEWERRKEKREE
2016 2015
—E—-XE —ET-hHF
Notes HK$'000 HK$'000
B 5T FHT T
Trade receivables JE L BR TR (a) 56,157 33,833
Notes receivables JE i (b) 112 334
56,269 34,167
Less: provision for impairment losses & : J{E B 185 & (29,857) (26,954)
26,412 7,213

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

Note:

(a) Trade receivables
An ageing analysis of trade receivables at the end of the reporting period,

AEFREFPZRGTEUMEETAEE
HE—RERHEF RBEBETFEMNRA -
EER-—RR—EZWMEA - FA - AEEZ
WaREREMHESERHE A S R
Emc Bt AEEEGRRETEZEES
R o AN I % T A R TR A (R
Ao M EERE - BRERRERER
PEFE o YRR K B W R B A B T (B £
HAREERS -

fas -

(@) FEWRRX
RB|EHR - REF AP E 2 BURRZRIR

based on the invoice date, is as follows: AT :
2016 2015
—E-RE —_ZT—HF
HK$'000 HK$'000
FTHERT FAT
Within 90 days 90 HMA 25,108 1,966
91 to 180 days 91%180H 456 -
181 to 365 days 1812365 H 736 4,913
Over 1 year TR —F 29,857 26,954
56,157 33,833
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20 TRADE AND NOTES RECEIVABLES (Continued)

(a)

Annual Report 2016

Trade receivables (Continued)
The movements in the provision for impairment losses of trade receivables
are as follows:

20

FEWRR R EWEE (&)

(@)  PEWRSR (BR)
FEMBRFORER BB R E BT

2016 2015

ZE-RE —T—hF

HK$'000 HK$'000

FHET FAT

At 1 January n—A—A~ 26,954 39,694
Impairment losses recognised for the year (Note 7) & A E fERBEEE (H5E7) 4,635 -
Utilisation JHFE (280) (11,083)
Exchange realignment FEN =% (1,452) (1,657)
At 31 December R+=-—HA=+—H 29,857 26,954

As at 31 December 2016, trade receivables of HK$29,857,000 (2015:
HK$26,954,000) were impaired in full. The amount of the individually
impaired trade receivables mainly relate to customers that were in financial
difficulties or aged over 1 year. All these receivables have been past due
for over 1 year.

The ageing analysis of trade receivables that are either not yet past due or

RZFB-—AR"ET-A=+t—H8 BHKER
29,857,0007 7T (=& — R : 26,954,00078 7T.)
ABORE - BRI ERKERSEER SRR
MBERE s BE SRR E—F UL - ABLERE
WHRIE D B ERRR 1 4F ©

3 380 H o R AR VB T R (B 2 MR BR 5K Z BR ik 2

not considered to be impaired is as follows: T :
2016 2015
—ZE-REF —ZT—nF
HK$'000 HK$'000
FET FHET
Not yet past due 1 7 280 B 25,108 1,966
Past due but not impaired BEAfEERE
Within 90 days 90 H A 456 -
91 to 180 days 91£2180H - -
Over 180 days BB 180 H 736 4,913
26,300 6,879
Receivables that were neither past due nor impaired relate to a number of 12 7 480 R I A0 B 2 B WSRO Il R s R a2

diversified customers for whom there was no recent history of default.

Receivables that were past due but not impaired relate to a number of
independent customers. The Directors are of the opinion that no provision
for impairment is necessary in respect of these balances as there has not
been a significant change in credit quality and the balances are still
considered fully recoverable.

BZZEBNBEP °

EaMEREREZ BERIES RBLER %%
BEPFRAKEBERERIF -EERAANEE
BERWEEANE  GREAEKNDE/STTHREK
Bl - BBAE AR RERE -
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21

20 TRADE AND NOTES RECEIVABLES (Continued) 20 EWERRKEWEE (&)
(b)  Notes receivables (b) REERE
As at the end of the reporting period, the maturity period of the Group’s RE|EHR - NEBRKERZ ERNT :
notes receivables is as follows:
2016 2015
—EB-REF —ZT—HF
HK$'000 HK$'000
FH F5T
Within 90 days 90H A 56 215
91 to 180 days 91HE 1808 56 119
12 334
PREPAYMENTS, DEPOSITS AND OTHER 21 EANRKE - RERHEMERFIR
RECEIVABLES
2016 2015
—E—RE —ET—hF
HK$°000 HK$’000
FET FH&TT
Prepayments to Yiwan (note) T84 Yiwan 2 38 (FaE) 11,761 137,251
Prepayments to other suppliers TE A H b A FE P 2 BB 24,925 5,983
Other prepayments HMIE A 35,782 2,393
Deposits and other receivables e RE M EWFRIA 13,682 7,960
Value-added tax recoverable AJ Ui [B] 3% (8 7 54,090 57,556
Current portion of prepaid land lease TEA - AR E kIR 2 BNERES 5
payments (Note 14) (FFzE14) 4,428 4,162
144,668 215,305

170

The carrying amounts of receivables and deposits approximate
their fair values.

Note:

As at 31 December 2016, the directors have reviewed the recoverable
amount of prepayments to Yiwan. These prepayments were made for
purchase of iron ores and have not been utilised by the Group recently
because unprocessed iron ores are currently banned from export. Because
of the winding up of CNRG as described in Note 37, the directors are of
the opinion that the prepayments to Yiwan made by CNRG amounting to
approximately HK$126,879,000 as at 31 December 2016 may not be
executed further and therefore a full provision has been made thereon. For
the remaining HK$11,761,000, the directors of the Company consider that
Yiwan has the ability to meet its obligations for supplying iron ores by
other means at the discretions of the Group and therefore are not impaired
as at 31 December 2016.

BRERERERBR QA

FEW R Mg S REERKE 2 A EER

++

E e

Wi

R-ZBE—RE+-_A=1+—B E=CYUE[
Yiwan Z FB ) AT UK B € BB TT IR A - s S a T
HIEABEEEEAMEL - BAREETEWARE)
MZ#E - RERBARIEEARMNI#HEAR ©
A IAF 3E 37 Fr il 2 CNRGIB 28 * EER A - R
—T—F+=HA=1+—BCNRGTHEf Yiwan#y
126,879,000 JT 2 SR IE A g T & BN 1T -
- ERLELEZ2ERE SRETH
11,761,000 7T + AR A E F 7R /4 Yiwan A 8¢
BBAEERENE MR BITHEESEL R
EE - Bt ZHER T —ARE+=A=1+—
B3 R E o
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22 CASH AND CASH EQUIVALENTS, PLEDGED TIME 22
DEPOSITS AND RESTRICTED CASH

ReRATEZEY CERAEHE
RRZREEE

2016 2015
—E—XRE —E—hF
HK$'000 HK$'000
FHERT FAT
Cash and bank balances Re MBI 20,143 14,337
Pledged time deposits EHEAEHFR 1,687 117,738
Restricted cash (note) SR HIR S (HiaE) - 12,294
21,830 144,369
Less: Pledged time deposits for bank loans & @ BRITER 2 EEIFTEHER
(Note 26(e)) (fftzE 26(e)) - (39,270)
Pledged time deposits for issuing RRGRITELEE .
bank acceptance notes (Note 24(b)) EHEAEHFR
(B3 24(0)) (1.674) (78,455)
Pledged time deposits for senior BELESEITBEESZ
bonds and convertible bonds EHEATHER
(Note 26(k) and 27) (BizE26(k) &% 27) (13) (13)
Restricted cash (note) ZRFIR S () - (12,294)
Cash and cash equivalents HReRIReEED 20,143 14,337

Note: As at 31 December 2015, bank balances of HK$12,294,000 had been
placed in a bank in lieu of certain leasehold land of the Group being seized
by certain creditors in relation to claims for outstanding payables of the
Group to the extent of HK$12,125,000, which will be utilised as settlement
proceeds if required.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. As at 31 December 2016, the weighted
average effective interest rate of the Group’s time deposits was
0.50% (2015: 0.73%) per annum.

As at 31 December 2016, cash and bank balances and pledged
time deposits of the Group are mainly denominated in RMB.
The carrying amounts of these balances approximate their fair
values.

fist: R —AHAE+=-_RA=+—H RT&EH
12,294,000 7% 7T B 7 R —EER1T - LERRR AR &
BRETEEARAEEREEEGTRBELE L
12,125,000tz BRMIEA 2 E THRE T -
WA VBB RS IE ©

FERIRIT 2B &R T ABITERARTEF
B R-EBE—RE+-_A=+—0 ~&£H
EHFERNEFHIERFFEAE050% (=
ZT—FHF :0.73%) °

RZE—NRF+ZA=1+—8 K&£EERS
FRTEREEEAEHEREEUNARE
HE - ZEEHRNEmEEE AR EERES -
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22 CASH AND CASH EQUIVALENTS, PLEDGED TIME
DEPOSITS AND RESTRICTED CASH (Continued)
RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB
for other currencies through banks authorised to conduct
foreign exchange business.

22

RERBSEZEY  CEAEHRE
REZRHERE (K)
ARMREMEWTE GRS ATIRE
REARINESTRES - ARGE  SER
(PEERMAE  AEEEEBERENE
SNERIBEBRRITIFA RS L IAKH th &
WK o

23 OTHER LONG TERM PAYABLES 23 HttRHIEARIE
2016 2015
—E-XRE —ZT-h#F
HK$'000 HK$'000
FERT FAT
Other long term payables H R EAFER 5IE
Carrying amount at 1 January R—A—RAZE@EE 9,073 9,886
Transfer to other short term payables BB S H (b 55 HAFE (S IR (198) (321)
Exchange realignment EHZER (501) (492)
Carrying amount at 31 December RTZA=+—HBZEHEE 8,374 9,073
24 TRADE AND NOTES PAYABLES 24 BENERERRENREE
2016 2015
—E—REF —ZE—RF
Notes HK$'000 HK$'000
Bt 5 FERT FAT
Trade payables FERT R X (a) 120,358 118,009
Notes payables EANES (b) 1,444 234,624
121,802 352,633
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24 TRADE AND NOTES PAYABLES (Continued) 24 ENERARRESEE (&)
(a) Trade payables (a) ENERX
An ageing analysis of the trade payables at the end of the RBERR  REZBRFEZEN
reporting period, based on the invoice date, is as follows: BRRZER®ROMTIT ¢
2016 2015
—B-XRF —ZT-h#F
HK$'000 HK$'000
FERT FAT
Within 90 days 90 HA 22,843 8,646
91 to 180 days 912180H 2,718 1,836
181 to 365 days 1812365 H 4,987 6,134
1 to 2 years 1&224F 4,940 24,654
2 to 3 years 2E34F 18,183 45,441
Over 3 years BB 34 66,687 31,298
120,358 118,009
Trade payables are normally settled on terms of 60 to 180 ERBRR—MZ M EIR60ZE 1808 °
days. The carrying amounts of trade payables approximate RBEHR - BRNERCEEERER
their fair values at the end of the reporting period. NAEERS -
(b) Notes payables (b) ERNEREE
An ageing analysis of the notes payables of the Group at RZZE-—RFE+ZA=1+—H K&
31 December 2016 is as follows: EEMNER ZRERITAT
2016 2015
—E-RE —ZT—hF
HK$'000 HK$'000
FERT FAT
Within 90 days 0HA 1,444 1,432
91 to 180 days 912180 H - 40,385
181 to 365 days 181 £ 365 H - 47,385
1 to 2 years 12245 - 145,422
1,444 234,624
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24 TRADE AND NOTES PAYABLES (Continued) 24 ENBRARENEE(E)
(b) Notes payables (Continued) (b) FEFERE(E)
At 31 December 2016, notes payables of HK$1,444,000 RZZE—R"F+_A=+—H " Ef
(2015: HK$234,624,000) were denominated in RMB and 2 $51,444,0008 (= F — A F
secured by time deposits of HK$1,674,000 (2015: 234,624,000 7)) U A RBHE - I
HK$78,455,000) (Note 22). The carrying amounts of notes B EBEFER1,674,0008 T (=—E—H
payables approximate their fair values at the end of the T : 78,455,000 78 7T ) 1E & 1 3 (Ff 5
reporting period. 22) - RIERR - BN EEZREE
HEANAEBRS -
25 OTHER PAYABLES AND ACCRUALS 25 HnENRERETER
2016 2015
—E—REF —E-hF
HK$'000 HK$'000
FERT F&TT
Advances from customers HPBRK 120,048 127,281
Payables related to purchases of property, HEEEWE « KE &
plant and equipment Rl 2 T ERIR 69,498 79,017
Accrued interest expense FEETAI B R 544,846 406,438
Payroll payable ERTE & 52,517 40,396
Amounts due to directors (Note 34) EREEFIE(H5E34) 12,834 1,975
Provision for claims and disputes BRNFEREE 121,832 114,833
Others HAh 222,379 132,214
1,143,954 902,154
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As at 31 December 2016, the carrying amounts of other
payables and accruals approximate their fair values.

RERER AR AR
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26 BANK AND OTHER BORROWINGS 26 SBITRHEMEE
2016 2015
ZB-RE —2-n%
Contractual Contractual
interest Original interest Original
Note rate (%)  maturity  HK$'000 rate (%) maturity HK$'000
M ARFE(%) RIHA ThAL AENE%)  RIHE TAL
Current B
Non-current bank loan — secured FEBFITER — BEM @ 6.6 2019 93,907 = = =
ZE-NF
Non-current syndicated bank loan — secured  FEEDERE B &5 — A (b) 5.2-6.2 2019 556,859 - - -
“E-NF
Non-current bank loans — unsecured FEBFITER — B (© 5.2-53 2019 396,49 - - -
ZE-NF
Current bank loans — unsecured MEARTER — EEH (d - - - 6.6 2016 23,872
"B
Non-current bank loan- unsecured FABRTER — EEA () - - - 7.2 2016 59,680
—E-RE
Other bank loan- unsecured Et RN — EEA (d) - - - 50 On demand 52,675
BERERER
Current bank loans — secured HEBRTER — HHEA
—UsD — %7 (e) - - - 2.5 2016 39,530
—T5F
—RMB — AR (f) - - - 64-80 2015-2016 302,721
“E-n%-
N3
Other loans LT @  100-114 20142015 447,176 100-114 20142015 835520
ZE-RE- —E2-MmE-
“E2-1f% “T-1F
Other borrowings — unsecured EtiigE — EER
— related parties —BEs (h) Nil-43.2  On demand 104,499 Ni-43.2  On demand 90,262
2132 BREXMEE 232 BRENER
— related parties of the Potential Investor ~ — EAREEHEES (i 10.0-58.4 2015—2016 243611  10.0-584 2015 189,676
“g-nf- —T-1f
ZB-RE
— other third parties —HE=5 ) Nil-21.6 2014 —2016 69,560  8.0-108.0 2014-2015 70,105
£-216 Z3-ME- “T-EF-
ZB-RE 1%
The 12% Coupon Senior Bonds 2% ZEEELER (k) 120 2018 390,990 12.0 2018 390,990
—2-)\% “EN\F
The Modified 10% Coupon Bonds BT 10% ZAS A () 10,0 015 28400 100 2015 28400
“E-1F ZZ-0f
2,331,498 2,083,431
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26 BANK AND OTHER BORROWINGS (Continued)

176

(a)

(b)

Non-current secured bank loan

In May 2016, the Group replaced certain overdue RMB
secured bank loans and notes payables to the extent of
RMB55,000,000 (equivalent to HK$61,487,000) (2015:
HK$65,648,000) as mentioned in note (f) below and
RMB29,000,000 (equivalent to HK$32,420,000) (2015:
HK$34,614,000), respectively by this 3-year secured bank
loan.

As at 31 December 2016, this bank loan is secured by a
number of leasehold land in Mainland China with net
carrying amount of HK$37,927,000 (2015:
HK$40,599,000). However, as there is a repayment on
demand clause in the bank loan agreement, the
outstanding amount of the 3-year secured bank loan of
HK$93,907,000 has been classified as current liabilities as
at 31 December 2016.

Non-current secured syndicated bank loan

In January 2016, the Group obtained a 3-year syndicated
loan of approximately RMB498 million (equivalent to
HK$556,859,000) from a syndicate of banks in the PRC (i)
to replace certain outstanding bank loans (as mentioned
in notes (d) and (f) below) and notes payable of the Group
as at 31 December 2015 to the extent of
RMB268,620,000 (equivalent to HK$300,302,000) and
RMB79,737,000 (equivalent to HK$89,141,000),
respectively with the syndicated loan of the same amount;
and (i) to provide additional loan facilities to the Group as
working capital for an amount of RMB150,000,000 (the
“New Facilities”) for a 3-year term. During the year ended
31 December 2016, the New Facilities have been fully
drawn down.

The syndicated loan is secured by certain property, plant
and equipment and prepaid land lease payments of
certain subsidiaries of the Group. However, the Group
failed to fulfil certain undertakings and restrictive covenant
requirements under these syndicated loan facilities upon
signing the syndicated loan agreement. As a result, the
outstanding amount of the 3-year syndicated loan of
HK$556,859,000 was immediately due and payable as at
31 December 2016.

BRERERERBR QA

26

RITRHEMESR ()

(a)

(b)

FENE AR IFRITER
RZZE—R"FRA AEEN—E=
FHEEMETERRKE TRHA
REGEBETERLEMNZE &
£ Bl A AR 55,000,000 7T (B E R
61,487,000/ 7w )( = T — A F:
65,648,000 7 7T) (20 7F TP & (f) Frat)
¥ A R #29,000,000t( #H & B
32,420,000 v ) ( = & — £ F -
34,614,000 7T) °

RZZE—R"F+ZRA=1+—0H " %%
RITERASIRBM AR B ARE - BRMA
F{E 537,927,000 8L (= —HF ¢
40,599,000/ 7T ) M & L i {E A IK
oA ARBTERBEIE IR
EREEKER BR=Z2ZE—"F+=
A=+—H AAREEZ=FHEIEK
HER 17T B 593,907,000 ;& H 4H 5
MENEE -

FE BN HA S 3K 1 4R B B =X
REZE—ARF—A AEEEEHFTH
—RERE—E-_FHNREERY
A R #4087 B x( #H & B
556,859,000 7T ) + () M JA F 58 #Y
FEEFRARAEER=-_Z—R1F
+TZA=t—BHKREENS TR
B (0N ST (d) B (F) Bt ) Kz fEAF
EiE - @Rl A AR 268,620,000
7T (18 & 72300,302,0008 7T) B A R
#:79,737,000 7T ( 45 & 789,141,000
BIr) o Kl BAEBIREREINE KR
BEREEES 2B ABARE
150,000,000 7T ([ ¥13&mE ) - AE=
FoRBE_TE—R"F+_A=1+—
BILFE @ FiEmE e 28U -

FEEFEAEEE THEARMNE
T - BEAXELEMLHAE
RIBHER - AT - NREERFETRE
EXpRrAREBTZSREERR
BIE TR A TAEE KRR IR ZERE
Eit - REEN=FHREERSHE
556,859,000 B TR =ZE—NF+=H
= +—HEIRK AR HAES -



Notes to the Consolidated Financial Statements

e MBRRME

26 BANK AND OTHER BORROWINGS (Continued)

(9

(d)

Annual Report 2016

Non-current unsecured bank loans

In June 2016, the Group obtained an unsecured 3-year
loan facility for an amount of RMB360 million (equivalent
to HK$402,459,000) from a PRC bank (the “Unsecured
Loan Facility”). As at 31 December 2016, approximately
RMB355 million (equivalent to HK$396,496,000) has been
drawn down from the Unsecured Loan Facility mainly to
replace part of the loans in relation to the proposed
disposal of a 30% equity interest in SEAM to the extent of
RMB300,000,000 (equivalent to HK$335,383,000) as
detailed in note (g) below.

However, the Group failed to fulfil certain undertakings
and restrictive covenant requirements under this
Unsecured Loan Facility upon signing the loan agreement.
As a result, the outstanding amount of this loan of
HK$396,496,000 was immediately due and payable as at
31 December 2016.

Unsecured bank loans

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

During the year ended 31 December 2015, notes payables
of the Group amounting to RMB44,131,000 (equivalent
to HK$52,675,000) became overdue and the relevant
bank has re-designated them as an unsecured bank loan
as at 31 December 2015. This unsecured bank loan was
subsequently settled by the Group in February 2016,
which was mainly financed by borrowings from a related
party of the Potential Investor of RMB50 million as
mentioned in note (i) below obtained in January 2016.
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As at 31 December 2015, the USD secured bank loans
from a bank of US$5,100,000 (equivalent to
HK$39,530,000) were secured by bank deposits of
HK$39,270,000.

During the year ended 31 December 2015, the Group
failed to make interest payment on certain of these
secured bank loans which resulted in an event of default
and these loans became immediately due for repayment.

During the year ended 31 December 2016, these USD
secured bank loans of HK$39,530,000 had been settled
mainly by utilising the Group’s pledged time deposits of
HK$39,270,000.

RMB secured bank loans

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

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

During the year ended 31 December 2016, RMB secured
bank loans amounting to RMB55,000,000 (equivalent to
HK$61,487,000) (2015: HK$65,648,000) had been
replaced by the secured bank loan as mentioned in note
(a) above. The remaining RMB secured bank loans to the
extent of RMB198,620,000 (equivalent to
HK$232,386,000) (2015: HK$237,073,000) had been
refinanced by the syndicated loan with a term of 3 years
as mentioned in note (b) above.
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On 21 January 2013, the Group entered into a non-
binding framework agreement with Beijing Wincapital in
relation to the disposal of a 30% equity interest in SEAM,
a wholly-owned subsidiary of the Group. The aggregate
disposal consideration is expected to be approximately
US$150 million (equivalent to approximately HK$1,170
million). The proposed transaction is yet to complete and
no formal sales and purchase agreement has been entered
into up to the date of approval of the consolidated
financial statements.

In connection with the proposed disposal, Beijing
Wincapital arranged certain loan finance (“Financing
Loans”) to the Group in the aggregate amounts of
RMB700,000,000 (equivalent to HK$835,520,000) up to
31 December 2015. Such borrowings can be settled by
offsetting against the disposal consideration should the
proposed disposal be completed.

As at 31 December 2015, the Financing Loans comprised
of:

(i) A loan of RMB200,000,000 (equivalent to
HK$238,720,000) under a secured financing
arranged by Beijing Wincapital for a term of two
years.

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

(i)  Loans provided by Gongyi Jiahui Technology
Promotion Service Centre LLP (“Gongyi Jiahui”) in
the aggregate of RMB500,000,000 (equivalent to
HK$596,800,000) for a term of three to six months
from the respective drawdown dates.

Nickel Resources International Holdings Company Limited
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(h)

Other loans (Continued)

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

As at 31 December 2015, all of the Financing Loans were
overdue.

During the year ended 31 December 2016, as mentioned
in note (c) above, the Financing Loans provided by Gongyi
Jiahui to the extent of RMB300,000,000 (equivalent to
HK$335,383,000) were refinanced by a bank loan under
the Unsecured Loan Facility as mentioned in note (c)
above.

As at 31 December 2016, all of the outstanding Financing
Loans totalling RMB400,000,000 (equivalent to
HK$447,176,000) remained overdue. The Group is in the
process of negotiating with the counterparties to extend
the terms of these outstanding balances.

Unsecured borrowings from related parties

As at 31 December 2016 and 2015, unsecured
borrowings from related parties comprised of: (i) loans
from a Mr. Dong's relative of RMB25,700,000 (equivalent
to HK$28,731,000) (2015: HK$30,676,000), which bear
interest at rates of 36% to 43% per annum; and (i) loans
from the ultimate holding company of the Company
consisting of amounts of $$5,642,000, US$1,715,000 and
HK$8,429,000 (in aggregate equivalent to
HK$50,592,000) (2015: HK$59,586,000), which bear
interest at a rate of 8% per annum except for an amount
of US$1,715,000, which is interest free.

In addition, in November and December 2016, the Group
also obtained interest-free loans of RMB23,520,000 from
certain relatives of Mr. Dong, of which RMB22,520,000
(equivalent to HK$25,176,000) remained outstanding as
at 31 December 2016. These loans have been fully repaid
subsequent to the year ended in January 2017.
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Unsecured borrowings from related parties of
the Potential Investor

As at 31 December 2016, the total borrowing obtained
from certain related parties of the Potential Investor
amounted to RMB217,910,000 (equivalent to
HK$243,611,000) (2015: HK$189,676,000). All these
borrowings were overdue as at 31 December 2016.

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

Unsecured borrowings from other third parties
As at 31 December 2016, unsecured borrowings from
other third parties comprised of: (i) a loan from an
independent third party of RMB1,000,000 (equivalent to
HK$1,118,000) (2015: HK$1,193,000), which bear
interest at 12% per annum; (ii) a loan from an
independent third party of US$2,500,000 (equivalent to
HK$19,387,000) (2015: HK$19,377,000), which bear
interest at 8% per annum; (iii) an interest-free loan of
RMB4,879,000 (equivalent to HK$5,455,000) provided by
a customer of the Group which is repayable on demand;
(iv) loans from certain independent third parties of
RMB21,000,000 (equivalent to HK$23,477,000) (2015:
HK$25,066,000), RMB17,000,000 (equivalent to
HK$19,005,000) (2015: HK$20,291,000), and
RMB 1,000,000 (equivalent to HK$1,118,000) (2015: Nil)
which bear interest at rates of 21.6% per annum, 19.2%
per annum and 6.4% per annum, respectively.

As at 31 December 2016, unsecured borrowings to the
extent of HK$62,987,000 (2015: HK$70,105,000) and
HK$6,573,000 (2015: Nil) were overdue and repayable on
demand, respectively.

The 12% Coupon Senior Bonds

On 13 June 2014, the Company completed a restructuring
of its then existing 10% Coupon Senior Bonds and 6%
Coupon Convertible Bonds with nominal amount of
HK$390,990,000 and HK$181,575,000, respectively
(“Bonds Restructuring”).
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(k) The 12% Coupon Senior Bonds (Continued)

Key terms of the then existing 10% Coupon Senior Bonds
have been amended as follows:

(i)  Interest rate: 12% per annum, which is repayable
quarterly in arrears;

(i)  Final maturity date: 12 December 2018;

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

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

Details of the amendments to the terms of the then
existing 6% Coupon Convertible Bonds have been
disclosed in Note 27. The amendments are considered to
be substantial modification of terms of these bonds and
therefore have been accounted for as extinguishment of
financial liabilities; and the amended Senior Bonds (“12%
Coupon Senior Bonds”) and amended convertible bonds
("8% Coupon Convertible Bonds”) have been recognised
upon the completion of the Bonds Restructuring.

The 12% Coupon Senior Bonds with the embedded
redemption options were initially recognised as a debt
host contract, which was measured using an equivalent
market interest rate for a similar bond without a
redemption option, and are subsequently carried at
amortised cost. The embedded redemption options were
initially recognised as an embedded derivative, which was
measured using valuation technique. At its initial
recognition and at each subsequent reporting period end
date, the fair value of the embedded redemption options
was insignificant. The fair value of the 12% Coupon
Senior Bonds was valued by Greater China Appraisal
Limited.
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During the year ended 31 December 2014, the Company
failed to make interest payment under the relevant terms
and conditions of the Modified 10% Coupon Bonds (see
note (I) below) , 12% Coupon Senior Bonds and 8%
Coupon Convertible Bonds (Note 27) of HK$1,420,000,
HK$11,698,000 and HK$2,990,000, respectively. This
constituted an event of default under the respective terms
of the Bonds. As a result, the outstanding carrying
amounts of the Modified 10% Coupon Bonds, 12%
Coupon Senior Bonds and 8% Coupon Convertible Bonds
became immediately due and payable. In addition, all
unwinding of interest was accelerated; and all the
liabilities of the Bonds have been classified as current
liabilities thereafter.

During the year ended 31 December 2016, the Company
also failed to make further interest payments of the Bonds
of HK$53,798,000 (2015: HK$64,344,000).

Despite the above, DB Trustees (Hong Kong) Limited, the
trustee for the holders of the Bonds, has not demanded
immediate repayment of the Bonds and their related
interest up to the date of approval of the consolidated
financial statements. The Group has been actively
negotiating with the holders of the Bonds for the
execution of the Debt Restructuring Proposal to facilitate
the Group meeting its obligations. At the meetings of the
holders of the 12% Coupon Senior Bonds and 8%
Coupon Convertible Bonds held on 21 June 2016 and 6
July 2016, respectively, extraordinary resolutions were
passed and resolved that no holder of the 12% Coupon
Senior Bonds and 8% Coupon Convertible Bonds shall
demand repayment of any amount due under the 12%
Coupon Senior Bonds and 8% Coupon Convertible Bonds
or take any action to enforce the payment of monies or
exercise any other right thereunder or otherwise take any
action against the Company whether or not under the
terms and conditions of the 12% Senior Bonds and 8%
Coupon Convertible Bonds or request the trustee to take
any of the foregoing actions.

Following the passing and effectiveness of these
resolutions, the Company is preparing the necessary
documents to submit to the courts for the relevant
creditors’ approval and court sanction for the Cayman
Scheme and the Hong Kong Scheme under the Debt
Restructuring Proposal.

Nickel Resources International Holdings Company Limited
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The Company is also actively negotiating with other
creditors of the Company for the execution of the Debt
Restructuring Proposal.

The Modified 10% Coupon Bonds

The Group’'s Modified 10% Coupon Bonds were
recognised on the remaining 284 then 10% Coupon
Convertible Bonds of the Group with an aggregate
nominal amount of HK$28,400,000 (the “Modified 10%
Coupon Bonds”) as a result of the amendments to the
terms and conditions governing the then 10% Coupon
Convertible Bonds pursuant to an extraordinary resolution
dated 31 May 2012.

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

The Modified 10% Coupon Bonds were matured on 12
March 2015. As at 31 December 2015 and 2016, an
event of default occurred under the terms of the Modified
10% Coupon Bonds, details of which have been disclosed
in note (k) above.

27 CONVERTIBLE BONDS

On 13 June 2014, the Company completed the Bonds
Restructuring as stated in Note 26(k), whereupon the terms and
conditions governing the 6% Convertible Bonds of the Group
with aggregate nominal amount of HK$181,575,000 have been
amended as follows:

184

(iif)

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

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

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

BRERERERBR QA

26 |ITRHEMEER (E)
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(ivy  Amended to the Conversion Price re-set mechanics to
provide a reduced Floor Price of HK$0.18;

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

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

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

Note:
A “Relevant Event” occurs:

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

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

The amendments are considered to be substantial modification
of terms of the 6% Convertible Bonds. Consequently, the 6%
Convertible Bonds have been accounted for as extinguishment
of financial liabilities and the 8% Coupon Convertible Bonds
have been recognised upon the completion of the Bonds
Restructuring.

(iv) BFTRBEBERES - FT8H0.188TT
Z NRRIEERS
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NATZBRBERIEE120EF
B
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(vii)  ARABRSIMERSC » 16 3CHRTE R A0 3 EH 3
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CONVERTIBLE BONDS (Continued)

The movements of the liability and derivative components of the

27 "R Es (&)
MR EHR 2 BERITE T ARS 2 280

Convertible Bonds are as follows: T :
Liability
component Derivatives
of convertible financial
bonds instruments Total
AR ES
2EE#My (TEERTIA At
HK$'000 HK$'000 HK$'000
FHTT FHTT FHTT
At 1 January 2015 RZE—hF—H—H 143,925 84,373 228,298
Conversion into ordinary shares &3 /&3 B% (Fff = 28)

(Note 28) (26,400) (15,476) (41,876)
Changes in fair value NRBEZES - (27,128) (27,128)
At 31 December 2015 R-ZE—RHF

+—-—HA=+—8H 117,525 41,769 159,294
Conversion into ordinary shares & /5 3@ i% (Fff 3+ 28)

(Note 28) (70,750) (13,200) (83,950)
Changes in fair value NAEEZE - (28,569) (28,569)
At 31 December 2016 R-ZE—RF

+-—A=+—H 46,775 - 46,775

The Group determined the fair value of the liability component
of the 8% Coupon Convertible Bonds based on the valuation
performed by Greater China Appraisal Limited using an
equivalent market interest rate for a similar bond without a
conversion option.

RERER AR AR
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The Group also recognised a number of derivatives, based on
the valuation performed by Greater China Appraisal Limited, the
values of which comprise:

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

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

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

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

The fair values of the derivatives were valued by Greater China
Appraisal Limited using the scenario analysis model. As at 31
December 2016, the fair value of the derivative financial
instruments of the 8% Coupon Convertible Bonds was HK$Nil.

The 8% Coupon Convertible Bonds and the 12% Coupon
Senior Bonds (as detailed in Note 26(k) above) are secured by (i)
the pledge of the Group’s time deposits amounting to
HK$13,000; (ii) all of the rights, interest, title and benefits of the
Exclusive Offtake Agreement; and (iii) all of the shares held by
First Elite Development Limited in S.E.A. Mining Limited, a
private company incorporated in Hong Kong with limited
liability, which is the sole legal and beneficial holder of the
convertible bonds issued by Yiwan with principals amounting to
HK$46,500,000 and US$3,000,000, respectively which are
convertible into ordinary shares of Yiwan.

As at 31 December 2016 and 2015, an event of default
occurred under the terms of the 8% Coupon Convertible
Bonds, details of which have been disclosed in Note 26(k).

ARRIMRIBEEFNEERABMEL 2 GE
REANTAETE - EEEEFNTEA

(ii)

(iii)

Nickel Resources International Holdings Company Limited
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28 SHARE CAPITAL 28 WA
2016 2015
ZB-AE —F-af
Number of Number of
ordinary shares HK$'000  ordinary shares HK$'000
EERY TR Epile THET
Authorised (HK$0.1 each): EE (B 0178 -
At 1 January and 31 December R—FR—BRk
+-—A=+—H 5,000,000,000 500,000 5,000,000,000 500,000
Issued and fully paid (HK$0.1 each): 21T R&E
(BR0.1ET) :
At 1 January ®—A—H 2,766,540,198 276,654 2,678,540,198 267,854
Conversion of convertible bonds BRI ES 321,590,907 32,159 88,000,000 8,800
At 31 December R+=—A=+—8 3,088,131,105 308,813 2,766,540,198 276,654
During the year ended 31 December 2016, convertible bonds BE_Z-—RFTA=+—HIEFE &

29

188

with principal amount of HK$70,750,000 (2015:
HK$26,400,000) were converted into 321,590,907 (2015:
88,000,000) new ordinary shares of the Company at HK$0.22
(2015: HK$0.30) per share in accordance with the terms of the
convertible bonds.

RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity of the consolidated
financial statements.

Share premium

Under the Companies Law (2009 Revision) of the Cayman
Islands, the share premium and contributed surplus are
distributable to the shareholders of the Company, provided that
immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a position to
pay off its debts as and when they fall due in the ordinary
course of business.

RERER AR AR

29

% 4 % /470,750,000 (=T — A & :
26,400,000 7T ) 2 AJ # % B E R IE Al 12
ER Z IEFIRER0.2BTT(—T—RF :
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Contributed surplus

The contributed surplus of the Group represents the difference
between the aggregate of the nominal value of the paid-up
capital of Infonics acquired pursuant to the Group
reorganisation on 29 April 2006 and the nominal value of the
Company’s shares issued in exchange therefor.

Capital reserve

At 31 December 2016, the balance of capital reserve is non-
distributable and represents the additional contribution by a
shareholder in 2003 amounting to HK$36,047,000 (equivalent
to approximately RMB37,147,000), and the capitalisation of
payable to a shareholder amounting to HK$79,760,000
(equivalent to approximately RMB85,000,000) in respect of
which Mr. Dong waived his rights and benefits to the debts
owed to him by Yongtong Special Steel in 2004.

Statutory reserves

In accordance with the Company Law of the PRC and the
respective Articles of Association of Yongtong Special Steel,
Yongtong Alloy Metals, Xiangtong Electricity, Yongtong Nickel,
East Harvest Minerals, East Harvest Mining, Hongnie Trading,
Yongtong Fully Lead and Henan Jiakun, these companies are
each required to allocate 10% of their profit after tax, as
determined in accordance with PRC Generally Accepted
Accounting Principles (“PRC GAAP"), to the statutory surplus
reserves (the “SSR”) until these reserves reach 50% of the
registered capital.

Subsequent to the re-registration of Yongtong Special Steel as a
wholly-foreign-owned company on 10 November 2003,
allocation to the SSR was no longer required. According to the
relevant PRC regulations applicable to wholly-foreign-owned
companies, Yongtong Special Steel is required to allocate a
certain portion (not less than 10%) of its profit after tax in
accordance with PRC GAAP to the statutory reserve fund (the
“SRF") until this reserve reaches 50% of its registered capital.

The SSR and SRF are non-distributable other than in the event
of liquidation and, subject to certain restrictions set out in the
relevant PRC regulations, can be used to offset accumulated
losses or be capitalised as paid-up capital.

EHRHR
AEBEBERBHRIERER T FNMA
—t+hHZEBEHAFTUEE Infonics 2 #1E
IR REEEA D R R A AR AN a1 T
2Dz EEZEE -

ERf#EE

MN-Z—RE+-A=1+—8  BAXNHERE
BT DIRZFEE 25— BRERZZE
T = F18E 7 36,047,000 7T (XIHEZER A
R#¥37,147,0000) AR TN FELE
B EBEBERREE R 2 & 2B &
s BEMNBREZFEREZERAFR  RE
N BRI ABE 2 79,760,000 7 7T (4B
W AR 85,000,0007T) °

EERRE

R B R RNENA RO BN - kiBed -
FEREE - kBTG BREER - Bk
B RIRES KBERKIEREZE
AR ZEQRSEBEARBEYEARE
SR ([ EAREFTER D FE 2 BRE%
wmAZ10% T IRAEAEE([EEQTE
&) EEZSHREIFEISAEFAMER
Z250% A1k e

JGRFHN TR =F+— A+ HEHEM
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HoE TR TANEHERFERIEARC
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RESERVES (Continued)

Distributable reserves

For dividend purposes, the amount which the PRC subsidiaries
can legally distribute by way of a dividend is determined by
reference to the distributable profits as reflected in their PRC
statutory financial statements which are prepared in accordance
with PRC GAAP. These profits differ from those that are
reflected in this report which is prepared in accordance with
IFRSs.

In accordance with the Company Law of the PRC, profits after
tax of the PRC subsidiaries can be distributed as dividends after
the appropriations to the SSR and SRF set out above.

SHARE OPTION SCHEME

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

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

The offer of a grant of share options may be accepted within 28
days from the date of offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
Directors, and commences after a certain vesting period and
ends on a date which is not later than 10 years from the date of
offer of the share options. The options will have a vesting
schedule of five years whereby only 20% of the options shall be
exercisable 12 months after the grant date and an additional
20% may be exercised by the grantee in each subsequent year
until five years later when 100% of the options may be
exercised.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

The following share options were outstanding under the Share
Option Scheme during the year:

B REsT 8 ()

BTYARRES BERATEREERR
KBS 2 BRAZBRARAELEE L
FMITEE R - I WETARAEE
BRLBIIFNTES - REARSZHR
A2 B R T (4 12 1 3 B0 P 0 £ a0 B
BB A R TR BATAD 0.1% AR fE (RIEA
REREI B2 RIHER) BB E &S
T AREBIRRAREAG LI -

RERBZBEREATNEZ BHE 28R
RER - MARABRNERIVBTZRE
ARE - IRHZBREZITENHEES
BE £BR-RBEBREAIFGITE ME
m BN FRR R 2B A A B+ -
BREZEBHSILF B £220%%
PRERNE L AR I12EARTE > MERK
BFEARAKAIITEREIIN20%ERE B
ERFHRBRER2BITE -

BEEL IR TRHRAAZAREIRBRA
G LR ZERN -

AT B BRUHE 1 6 9 1) R AR B3 BB R T 81 7T
1

2016 2015
—E-XRE —ET—hHF

Weighted Weighted
average  Number of average Number of
exercise price options exercise price options

In#EF g N5
TEE BREHE TEE BRERE
HK$ ‘000 HK$ ‘000

per share per share
BRET T4 BRETT T
At 1 January m—H—H 1.03 40,545 1.05 58,815
Forfeited during the year PR IR 0.91 (2,010) 1.10 (18,270)
At 31 December R+=—A=+—H 1.04 38,535 1.03 40,545
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SHARE OPTION SCHEME (Continued)
The exercise prices and exercise periods of the share options
outstanding as at the end of the reporting period are as follows:

R RERTEI(4E)
RS BRI AT Z B 2 1T RT
EERAT

2016 2015
—E-XRE —E—RF
Exercise price’ Number of options
HKS$ per share Exercise period BREHE
TEE" '000 '000
BRET TR T4 T
1.91 6 March 2008 to 5 March 2017 2,550 2,550
—EENF=ZANBE_ZE—tF=AHH
2.45 20 March 2009 to 19 March 2018 6,885 7,195
—ERNF=A+HEZZE-NF=A+NH
0.63 20 Jan 2013 to 19 Jan 2022 29,100 30,800
T =F—A-t+RAE=—ZE—_—F—A+AhA
38,535 40,545

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

The Group charged share option expense of approximately
HK$229,000 during the year ended 31 December 2016 (2015:
share option expense of approximately HK$687,000).

At the end of the reporting period, the Company had
38,535,000 (2015: 40,545,000) share options outstanding
under the Share Option Scheme, which represented
approximately 1.25% (2015: 1.46%) of the Company’s shares
in issue as at 31 December 2016. The exercise in full of the
outstanding share options would, under the present capital
structure of the Company, result in the issue of 38,535,000
(2015: 40,545,000) additional ordinary shares of the Company
and an additional share capital of HK$3,853,500 (2015:
HK$4,054,500) and share premium of HK$36,218,250 (2015:
HK$37,847,750) (before issue expenses).

RERER AR AR

1 RERRARETIRAAA TR GEURARD)
2R - BIRHAT I T B -

AEBERBE-_T—R"E+-_A=1+—HBLt
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CONTINGENT LIABILITIES

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

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

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

(a) Litigation with Rock Resource Limited (“RR")

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

31
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CONTINGENT LIABILITIES (Continued)
(a) Litigation with Rock Resource Limited (“RR")

and United Mineral Limited (“UM") (collectively
referred to as the “Buyers”) (Continued)

The Letters concern disputes between the Group and the
Buyers relating to certain primary contracts for the sale
and purchase of Indonesian iron ores, and contain claims
for (i) an amount of US$10,347,698 (equivalent to
approximately HK$80,242,000) which comprises the
demand for return of an advance payment made by RR to
the Group of US$3,000,000 (equivalent to approximately
HK$23,264,000) and interest thereon to the extent of
US$7,347,698 (equivalent to approximately
HK$56,978,000) payable up to 20 March 2014; and (ii) an
amount of RMB70,355,783 (equivalent to approximately
HK$89,488,000) which comprises the demand for return
of an advance payment made by UM to the Group of
RMB20,000,000 (equivalent to approximately
HK$25,438,000) and interest thereon to the extent of
RMB50,355,783 (equivalent to approximately
HK$64,050,000) payable up to 20 March 2014. The
Company as guarantor to the abovementioned primary
contracts is therefore also a party to these litigations.

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

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

BRERERERBR QA
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CONTINGENT LIABILITIES (Continued)
(a) Litigation with Rock Resource Limited (“RR")

and United Mineral Limited (“UM") (collectively
referred to as the “Buyers”) (Continued)

On 11 April 2014, the Company received another
statutory demand from the legal representative of UM to
claim for certain interest charge (“Interest Charge”) on
certain loans provided by UM to the Group (the principal
of which had been fully repaid before 31 December 2013)
calculated up to 11 April 2014 (as supplemented by
another legal letter dated 15 April 2014), together with
the related penalty, to the extent of US$3,839,000
(equivalent to approximately HK$29,770,000). The Group
has subsequently replied, through its legal representative,
that most of the claimed Interest Charge are
unenforceable at law but agreed to pay the relevant
interest charge (after tax) calculated under normal contract
terms in the amount of US$345,000 (equivalent to
approximately HK$2,675,000) which had been provided
for during the year ended 31 December 2013.

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

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

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

and United Mineral Limited (“UM") (collectively
referred to as the “Buyers”) (Continued)

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

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

In order to resolve certain of the above claims and
disputes, Yongtong Special Steel and CNRG, subsidiaries
of the Group, also entered into an agreement with RR on
6 June 2016, pursuant to which, and on a “no admission
of liability” basis that, Yongtong Special Steel shall deliver
certain equipment to RR as a consideration for offsetting
any payables due by the Group to RR to the extent of
RMB30,000,000. Upon delivery of all relevant equipment
and acknowledgement receipt by RR, any liabilities that
the Group may owe to RR shall be reduced by
RMB30,000,000. These equipment have been delivered to
and acknowledged receipt by RR before 31 December
2016.
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CONTINGENT LIABILITIES (Continued)
(b) Dispute on Contracts of Affreightment (“COAs")

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

During the year ended 31 December 2014, the Group
received various legal letters from TORM A/S (“TORM"), a
marine vessel owner, to (i) claim for an outstanding freight
charges payable by the Group to TORM of approximately
US$1,834,000 (equivalent to approximately
HK$14,268,000) (“Outstanding Freight Charges”); and (ii)
notify the commencement of arbitration proceedings
pursuant to the terms of the relevant COAs to claim for
loss and damage suffered by TORM (“Other Losses”) with
respect to approximately 51 unfulfilled cargoes under the
terms of the relevant COAs which is estimated by TORM
to be approximately US$11,828,000 (equivalent to
approximately HK$91,721,000) up to 27 March 2014 (the
amount stated in the latest claim submissions from
TORM).

The dispute with TORM in respect of the Outstanding
Freight Charges had been settled at an amount of
US$419,000 (equivalent to HK$3,253,000) during the
year ended 31 December 2014 and the claim had been
fully discharged in June 2014.

In connection with the claims on Other Losses, the Group
has engaged legal advisors to commence arbitration
procedures with TORM in February 2014.

31

FAREE (&)

(b)

REMEESH(HMEESH D
HEZ
AEERZEMEFTIETHEMEE
AR AHEBEERERETHREH
BEEMKNELN#EEL - ERT
AR EIRIR - B L EERF B M
NRAERPIE—FE——FEETD
WES  AEENEALAXEAF
& AMEEzdETHEMEES
KIFLTE BB M A (KB B AGE o

HE_Z-—MNM&E+-_A=1+—HIF
B KN £ B % JE iy ETORM ASS
([TORM) AR - AR B RR
AN E e TORME) K X2 -1 B B 4
1,834,000 2% 7T (48 55 1 49 14,268,000
BIL) ([ RZMEE]) - R (i)BARE
FRAMEESVINIKERERMEE
Fr BRTORMBEEBEAMEES
GRS ABITHEMS R
REARRIBE([EMmiBL]) - TORMAH
AEHE-Z-NME=F_-_t++tBHZ2%
B8 4 511,828,000 jT( #H & 1 4
91,721,000/ 7T ) + £ 5 H X TORM i
ROTHREEFEN ©

HTORMF ZHEN A FEBER
HE—_Z-—mME+-_A=1+—HBIt=F
[E)518419,0003 T (FHE 4 3,253,000
BIL) MEBHERER T —HEX
A2mE#R o

EREMIBANER  XEBR_-Z
—WFE = AZEEEEMETORME
FHRER -

Nickel Resources International Holdings Company Limited 197



Notes to the Consolidated Financial Statements

e MBRRME

31

32

198

CONTINGENT LIABILITIES (Continued) 31 FREEE)
(b) Dispute on Contracts of Affreightment (“COAs") (b) PMEAMEESHN(HAMEESH]D
(Continued) OEEAC )
During the year ended 31 December 2016, the Group has BHE-_ZT—XNE+-_A=+—H8I#F
been actively negotiating with TORM on settlement of the B RE&EE—ETE K ETORMEE & 5t
above claims on Other Losses. In preparing these Fat B R E B k) B R ER AR o
consolidated financial statements, the directors have EETRIESETBHRERSE - 26tk
obtain legal advice in this respect and, based on the BHOZEER - WERNEEEF B
current status of the proceedings, evidence exchanged HOHER « PT IRV FE 18 &2 B2 TORM #Y
and the latest communication with TORM, consider that BB RAENEEIGRG AL EE
most likely the Group will be able to settle the claims on AUAREBLHSEEEZT(HER
Other Losses at a consideration of approximately US$5 38,782,000 ) St EL IR MR R E
million (equivalent to HK$38,782,000). A provision for KR REBREBEE-_SE—HE
claims of the same amount has been made by the Group + - B=1+—HBIEFECTREMERSE
for the year ended 31 December 2015. R R R o
As at 31 December 2016 and up to the date of approval R-BE—RF+_A=+—HEKEZ
of the consolidated financial statements, based on the REMBHRAMERS  BEZRL
best knowledge and information of the directors, there NER  BREGEUMIEmERIEEEIN
are no other major claims in relation to any COAs that the AREBHE S KNEEIS(ERABAEM
Group has entered into saved as disclosed in these EEAHCEMERER -
consolidated financial statements.
Should the resolution of these legal claims and disputes W EERRRERFENRKRERD
turn out to be unfavourable to the Group, the Group may FRAREE - KNEE A §EE £ K L3R
need to record additional losses in respect of these claims SHERZERRERFEHREEING
and disputes in future reporting periods. Bk o
OPERATING LEASE ARRANGEMENT — AS 32 REHERY —EREHEA
LESSEE AEERBESCEHERHEARETHAED
The Group leases certain of its office properties under operating ¥ o KETZMEREFHENTRE=F -
lease arrangements. Leases for properties are negotiated for RZZF—AF+_A=1+—H AEERT
terms ranging from two to three years. At 31 December 2016, 5| 2 ER BARS B HRAR IR S rl B R & R E 2 ok
the Group had total future minimum lease payments under RREBSMEzEmT :
non-cancellable operating leases falling due as follows:
2016 2015
—E—REF —T—TF
HK$'000 HK$'000
T FATT
Within one year —FR 3,981 6,832
In the second to fifth years, inclusive F_EERF (BEEEME) 2,254 3,040
6,235 9,872
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33 COMMITMENTS
In addition to the operating lease commitments detailed in Note
32 above, the Group had the following capital commitments at
the end of the reporting period:

33

i

B E X329 &7 2 BB E AR

AREERFERRZERAEMT

2016 2015
—E-RF —ET—TF
HK$'000 HK$'000
FHET FHET
Contracted, but not provided for: DETAY B R B
Property, plant and equipment W - BB RFE 47,352 54,544

34 RELATED PARTY TRANSACTIONS
In addition to the transactions detailed elsewhere in the
consolidated financial statements, the Group had the following
material transactions and outstanding balances with related
parties during the year and as at the end of the reporting

34

RELRS

BRER A MR At n il 2 X B9
AEBERFRARBEREBETET T
BEAR SRS 2 REHRER

period:
Transactions with related parties BHREE SR 5
2016 2015

—B-AF —T-0F
Names of related parties Nature of transactions HK$°000 HK$'000
BES AR REME TFH T FABT
Easyman (note a) Interest expense (note b) 2,933 4,890
Easyman (Bff5Ea) FE&ER(M3ED)
Ms. Sun Qiadian (“Ms. Sun”) (note d) Interest expense (note d) 12,801 13,613

BRIoE 2+ ([ L)) (KMEd)

A BB (MFEd)

Annual Report 2016

Nickel Resources International Holdings Company Limited 199



Notes to the Consolidated Financial Statements

e MBERRME

34 RELATED PARTY TRANSACTIONS (Continued) 34

RELRZ (&)

Outstanding balances with related parties ERRAE S MR EEREE
2016 2015
AL Ik Sl S
HK$'000 HK$'000
FTHERT FHET
Prepayments to Yiwan TE{T Yiwan Z ZIB
(Note 21, notes a and c) (M¥&E21 « Miska o) 11,761 137,251

Loan to Full Harvest Development Limited ~ B FL&3EAR AT (FFE17)

(Note 17) 56,975 56,975
Amounts due to Easyman (note b) 4% /R Easyman 8 (Mi7EDb) 50,592 59,586
Amount due to Ms. Sun (note d) ERF A () 28,731 30,676
Amounts due to Directors (note e) 4R EZFIA (Mste) 12,834 1,975
Notes: B -

(a) Easyman is a company wholly owned by Mr. Dong. The Directors consider (@) Easyman ) —BHREL A ER B 2Rl - BF
that Mr. Dong through Easyman, as a lender of Yiwan, has an indirect R A 4t 4 i A Easyman 1E & Yiwan Z IR A T
economic interest in Yiwan. R Yiwan ¥ A B 4B F 25 o

(b)  Details of the terms of amounts due to Easyman are disclosed in Note 26. (b)  A&5/R Easyman FIE{RRZ sHIE W EE AP E 26 ©

(©) Prepayments are made to Yiwan for purchases of iron ores. The amount is (© TaffYiwan 2 RIBE B EHR A MEL - Z&£5
unsecured and interest free and will be settled by offsetting the relevant REFKRRES WS LAEEEEEEmMEHE -
purchases. Also see Note 21. FERME21 -

(d)  Ms. Sun Qiaodian is the spouse of Mr. Dong. Amount due to Ms. Sun is (d) FRIOMLTREFLEZER AREXLTHIER
unsecured and is repayable by 31 December 2016. Interest is calculated at ERRARAR_TE—"F+_A=+—HEE-
mutually agreed terms. FERIZBEREIGHKETE -

(e)  Amounts due to Directors are unsecured, interest free and repayable on (e) HEREZFHREER RERRERFEE -
demand.

® Details of compensation of key management personnel of the Group are ®) AEEEEEEAB ZRNFBERGE H R

included in Note 9 to the consolidated financial statements.
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At 31 December 2016, the Group endorsed certain bills
receivable accepted by banks in the PRC (the “Endorsed Bills”),
to certain of its suppliers in order to settle trade payables due to
such suppliers with a carrying amount in aggregate of
HK$111,095,379 (31 December 2015: HK$22,349,000). In
addition, the Group discounted certain bills receivable accepted
by banks in the PRC (the “Discounted Bills”), to certain banks to
finance its operating cash flow with a carrying amount in
aggregate of HK$Nil (31 December 2015: HK$47,563,000). The
Endorsed Bills and the Discounted Bills have a maturity from one
to six months at the end of the reporting period. In accordance
with the Law of Negotiable Instruments in the PRC and relevant
discounting arrangement with certain banks, the holders of the
Endorsed Bills and the Discounted Bills have a right of recourse
against the Group if the accepting banks default (the
“Continuing Involvement”).

In the opinion of the directors, the Group has transferred
substantially all risks and rewards relating to the Endorsed Bills
and the Discounted Bills. Accordingly, it has derecognised the
full carrying amounts of the Endorsed Bills and the Discounted
Bills. The maximum exposure to loss from the Group’s
Continuing Involvement in the Endorsed Bills and the
Discounted Bills and the undiscounted cash flows to repurchase
these Endorsed Bills and Discounted Bills are equal to their
carrying amounts. In the opinion of the directors of the
Company, the fair values of the Group’s Continuing
Involvement in the Endorsed Bills and the Discounted Bills are
not significant.

During the year, the Group has not recognised any gain or loss
on the date of transfer of the Endorsed Bills and the Discounted
Bills. No gains or losses were recognised from the continuing
involvement, both during the year or cumulatively.
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35 TRANSFERS OF FINANCIAL ASSETS

HESHEE
RZB—RFE+-_A=+—8 A&EEAT
BlETRITENZBREEREE THER
5E([EBEER])  WEEBHERZEHE
EHEMERR  BREREA111,095,37978
T(ZE—RFE+=-A=+—H : 22,349,000
BIT) o AN - AEERH TIRITHTIR R
AETRITEAZEVER(TERREER]) -
DENHEEEReRE  FEREASHET
—E—RFE+=-HA=+—H : 47,563,000
BIL) c EREEBRMENBEERNHRES
RE—ZNEAAREE - BIFHEZEEER
BE T IRITRMRREIT R LB - W NIRTTHE
REF - EBEZBEREFREBENFEA
HAEBEHERE(FELRH]) -

EERR ARBCEZAMOAHRESE
SERENAZENRR RER - Fit - X
SECR2BRIIBRCEEZBEMNEHNRR
BEOEREE - AKRERESEREREHR
SENFES AN REELINRARBIENNRE
EZECEERZBMEFRFREORTER
TRERENERAE ARREERS
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36 STATEMENT OF FINANCIAL POSITION AND 36 ARFZUBMRRAKRFEES
RESERVE MOVEMENT OF THE COMPANY
Statement of financial position of the Company NN BB REAR R R
As at 31 December
Rt+=—BA=+—H
2016 2015
—E-XRE —E—RF
Notes HK$’'000 HK$'000
B 5T TET TFETT
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment ¥ - BB M RE 67 20
Interests in subsidiaries P B AR Z R 498,464 1,047,905
498,531 1,047,925
Current assets REBEE
Prepayments, deposits and other TEIE - mRe Kk
receivables H b e IR 2,568 4,043
Pledged time deposits BT TR 13 13
Cash and cash equivalents He MIREFEY 55 1,639
,,,,,,,,,,, 2,636 5,695
Total assets HWEE 501,167 1,053,620
EQUITY R
Share capital H& 308,813 276,654
Reserves HiE (a) (577,276) (45,690)
Total equity ERAE (268,463) 230,964
LIABILITIES =R
Current liabilities REEE
Trade payables FERTER X - 3,848
Other payables and accruals Hub a8 R EEH B 303,465 200,594
Bank and other borrowings RITREMEE 419,390 458,920
Convertible bonds AR ES 46,775 117,525
Derivative financial instruments PTEEBMTA - 41,769
_________________________________________________________________________________________ 769,630 822,656
Total liabilites ~~~~~~~~~ #®#8&€ 769,630 822,656
Total equity and liabilities ERRABREE 501,167 1,053,620
The statement of financial position of the Company was AARZHERAREETEN _T—LF
approved by the Board of Directors on 30 March 2017 and was ZA=THEYERBERKRES -
signed on its behalf.
Dong Shutong Yang Fei
EEB BR
Director Director
EZE E2
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36 STATEMENT OF FINANCIAL POSITION AND 36 ARAIZUBRARRFEEE D
RESERVE MOVEMENT OF THE COMPANY (&)
(Continued)
Statement of financial position of the Company KA TR R ()
(Continued)
Note (a) Reserve movement of the Company Bt 3% (a) AN B 2 &)

Share  Contributed Share option Accumulated

premium surplus reserve losses Total
RGEE BEHBLR R R RE A RITEE @Et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET THET FET FHET AT
(Note)
(B3
At 1 January 2015 R-_Z—RF—HF—H 3,152,210 296,966 36,471 (2,367,589) 1,118,058
Total comprehensive loss for the year 45 € 2 [ 51844 %8 - - - (1,197,511) (1,197,511)
Conversion of convertible bonds BRI ES 33,076 - - - 33,076
Equity-settled share based VARG A5 2 AR AR R (B F =2
compensation expense (Note 30) (M3 30) - - 687 - 687
At 31 December 2015 R_ZT—REF
+=—A=+—H 3,185,286 296,966 37,158 (3,565,100) (45,690)
At 1 January 2016 R=ZFT—R~"F—HA—H 3,185,286 296,966 37,158 (3,565,100) (45,690)
Total comprehensive loss for the year 4 /€ 2 [ 5B 4258 - - - (583,606) (583,606)
Conversion of convertible bonds B T RS (5 51,791 - - - 51,791
Equity-settled share based LARRIEREE 2 BRI i E R X
compensation expense (Note 30) (Fft3£30) - - 229 - 229
At 31 December 2016 RZE—RF
+—A=+—H 3,237,077 296,966 37,387 (4,148,706) (577,276)
Note: Contributed surplus of the Company represents the difference between izt : ARRNEHARREARARBEAEEN_ZT
the value of the net assets of the underlying subsidiaries acquired by the NETA =N BT E AR i U 89 A8 I
Company pursuant to the Group reorganisation on 29 April 2006 and the RAIZFEEBEERRARARMZSEEME
nominal value of the Company’s shares issued in exchange therefor. TR EE Z AR ZFE -
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204

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed elsewhere in these consolidated financial
statements, the Group has the following major events occurred
after the reporting period:

During the year ended 31 December 2016, CNRG received a
statutory demand letter dated 25 August 2016 from a legal
adviser acting for the Comptroller of Singapore Income Tax (the
“Comptroller”) demanding a sum of approximately
S$5,159,000 (equivalent to approximately HK$28,756,000),
comprising the unpaid income tax and penalties imposed by the
Comptroller to be paid or secured or compounded to the
Comptroller’s satisfaction within three weeks from the date of
the statutory demand, failing which the legal advisor had
instructions to commence winding-up proceedings against
CNRG pursuant to section 254(1)(e) read with section 254(2)(a)
of the Singapore Companies Act (Cap.50). These liabilities have
been fully provided for by the Group as at 31 December 2016.

On 1 November 2016, CNRG was notified that an application
was filed on 28 October 2016 to the High Court of the Republic
of Singapore seeking the winding up of CNRG and appointment
of liquidator of CNRG pursuant to Rule 31 of the Companies
(Winding Up) Rules R1 (the “Winding Up Application”).

Subsequent to the year ended 31 December 2016, the Group
received an Order of Court upon the hearing of the Winding Up
Application at the High Court of the Republic of Singapore held
on 6 March 2017. The High Court of the Republic of Singapore
ordered that, amongst others, CNRG be wounded up and a
liqguidator be appointed to commence the winding up
proceedings. Up to the date of approval of these consolidated
financial statements, the winding up proceedings are still in
progress. The directors consider that the winding up of CNRG
would not result in any further material adverse effect to the
Group's financial position.
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