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MANAGEMENT DISCUSSION AND ANALYSIS

BN A

BUSINESS REVIEW

During the first half of 2017, due to a competition from PRC
companies in commodity market and the combination of
internal factors such as limited financial resources affecting the
Group to perform effectively. For the six months ended 30 June
2017, the Group's reportable business segments are namely (i)
the mining of dolomite and manufacture of magnesium ingots;
(i) extraction and bottling of mineral water; and (iii) exploration
for iron ore, coal and manganese.

Mining of Dolomite and Manufacture of
Magnesium Ingots

In the face of the challenges of the keen competition from other
manufacturers and the cost-effectiveness of the operation, the
smelter plant of the Group which situates in the State of Perak,
Malaysia (the “Smelter”) maintained its processing operation
of refining magnesium crown for sale, instead of a full
production line to manufacture magnesium ingots.

There is no revenue generated by the sales of magnesium
ingots and related materials for the six months ended 30 June
2017, compared to those in six months ended 30 June 2016
recorded approximately HK$6,900,000.

Extraction of dolomite from the dolomite quarry has been
halted since 2012. There was no dolomite extracted from the
dolomite quarry for the first six months in 2017 (six months
ended 30 June 2016: nil).

In light of the continuous gross losses recorded by the Smelter,
the suspension of its mining activities and the partial operation
of its production line since 2012, the Directors have plan to
review on the recoverable amount of this cash-generating unit
at the end of financial year 2017 by referencing to the full-year
market situation of magnesium so as to revise the cash flow
projection for next year and calculate the value in use of
dolomite and manufacture of magnesium ingots.
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MANAGEMENT DISCUSSION AND ANALYSIS

Pursuant to an agreement (the “Mining Agreement”) entered
into between CVYMSB and Majuperak Energy Resources Sdn.
Bhd. (“"MERSB") (formerly known as Harta Perak Corporation
Sdn. Bhd.), a subsidiary of the Perak State Development
Corporation (“PSDC"), a shareholder of the Company, on 15
June 2006, CVMSB has been granted, at no initial cost, an
exclusive right to mine and extract magnesium dolomite from
the Dolomite Land for a period of 20 years, with an option to
renew for a further period of 10 years. The Mining Agreement
can be terminated early by CVMSB by giving one month's
written notice to MERSB. CVMSB is required to pay royalties to
MERSB based on the volume of dolomite extracted, subject to a
monthly minimum payment (see Note 20(b)). Due to suspension
of its production plant since 2012, CYMSB did not extract any
dolomite from the Dolomite Land during the six months ended
30 June 2017 and 2016.

Mining activities for this dolomite project had started in 2010
and the amortisation charge relating to the project for the
period is included in "administrative expenses” (six months
ended 30 June 2016: “administrative expenses”) in the
condensed consolidated statement of profit or loss.

Extraction and Bottling of Mineral Water

During the first half of 2017, the investment plan of Victory
Dragon Holdings Limited and its subsidiary, )| FEEE R B R
A A (Long Chuan Shen Long Mineral Water Co. Ltd.) (“Long
Chuan”) in a new production line for sparkling water is still in
abeyance due to the limited cash resources available for the
Group. In view thereof, the postponement of production line
automation and new product line operation had hindered the
sales generated by this business segment. The Company is
negotiating with certain distributors in PRC and in Hong Kong
for the sales of our bottled mineral water. Long Chuan recorded
a turnover of approximately HK$291,000 (six months ended 30
June 2016: approximately HK$288,000) and gross profit of
approximately HK$47,000 (six months ended 30 June 2016:
gross loss of approximately HK$354,000).

BERE W& D

R & CVYMSB B 2 ) % 57 2% 78 A 7 2% R 148 (Perak
State Development Corporation) ([PSDC |) B ¥ B A &)
Majuperak Energy Resources Sdn. Bhd. ([MERSB ) (7ff
7 Harta Perak Corporation Sdn. Bhd.) 572 £y #5:5 ([ $%
BHE]) R XFATHHB ' CYMSBEHZA
A HAR A R 1B 0 T R A 20 H 3R S R JE B
HEEAOZAMNEEE  AH20F - AREEHI10F -
CVMSB ] [A) MERSB & H — 1 5 & 8 A112 7 42 L iR &
3% - CVMSBZEIRIEFTIRM B EAMEERE ARK
R MMERSBZ M HFIEE (RMFE200) - HE=F
—+tFERZE-REXNAZFTBHLERNEAR AR
CVWSBHAEEREE T ——_FREFEEE  HHT
ENAEZAMRAREMAZA -

AAELHEENARAHECR T —ZFHH - MA
AHIRIAEMEHERIAGRGEBEERN 1T
X (BE-ZZ—R"ERNA=THIERER : [T
FZA -

AR SR TE R K

RIZZ—tFE¥F ARASEENESERE4
MEERYEEEBRA R REWE AR FABER
RBRAR ([ AR —GEER RN EE
BEETEIDARE - Bt FESREBERITEER
BIEMEETZENEB S BELNHERE - AQFIE
BB REBE T HEE SRR R KT TR -
BE) ISR 152 5 49291,0008 L (BE T —<F/~A
=+HILEREA : £288,0007% 7T) K& EFI# 47,0004
T(BE-ZE—REXNA=THIAMBEA: £EH
354,000/ 7C) °

RAEXERERAT 05
fERER & 2017



MANAGEMENT DISCUSSION AND ANALYSIS

BN A

At 30 June 2017, the management performed a regular review
and noted that the financial performance of Long Chuan during
the six months ended 30 June 2017 was similar to that during
the same period of last financial year. The Directors have
already examined the discounted cash flow from Long Chuan
and found no significant deterioration as compared to that of
last year. The Company will review the fair value of the assets
of Long Chuan at the end of this year.

There was no impairment loss recognised in the unaudited
condensed consolidated statement of profit or loss for the six
months ended 30 June 2017 (six months ended 30 June 2016:
nil).

Exploration for Iron Ore, Coal and Manganese

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

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

As a result of the postponement of the third hearing and
additional time is required to identify suitable candidates to fill
the vacancies, the potential revenue generating from PTLM was
further delayed whereas the estimated future cash inflow
derived from the exploration activities of PTLM was deferred.
The Directors have already examined the discounted cash flow
from the exploration activities of PTLM and found there was no
significant deterioration comparing to that of last year. As at 30
June 2017, the book value of the exploration and evaluation
assets under this business segment is approximately
HK$24,800. Therefore, the Directors considered that the book
value is close to the fair value of the assets and will review the
fair value of the assets again at the end of this year.

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

The Group decides to dispose PTLM as the Directors believe
that PTLM is not an profitable investment according to the
current market condition. Therefore the disposal should be the
best interest of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

BN A

Exploration, Development and Mining Production
Activities

Geological exploration

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

During the six months ended 30 June 2017, the Group’s
geological exploration expenditure amounted to nil (six months
ended 30 June 2016: nil).

Mining of dolomite
As at 30 June 2017, the Group did not extract any dolomite from
the dolomite land. Hence, the accumulated dolomite reserves
identified up to 30 June 2017 remained at 19,970 MT (up to 30
June 2016: 19,970 MT).

The expenditure incurred on dolomite mining production
activities, which was mainly minimum royalty payment, for the
six months ended 30 June 2017 was Nil (six months ended 30
June 2016: HK$NIl).

There were no new contracts and commitments entered into
during the six months ended 30 June 2017 other than those that
were disclosed in the Annual Report 2016.

Iron ore, coal and manganese

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

There were also no development or mining production activities
in respect of manganese minerals in the six months ended 30
June 2017 due to the absence of the legal representative in the
operation office in Indonesia. The expenditure incurred in these
activities was therefore nil (six months ended 30 June 2016: nil).

There were no new contracts and commitments entered into
during the six months ended 30 June 2017 (six months ended
30 June 2016: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
BERE W& D

Estimated Proved Reserves s RARE
The updated mineral reserves of the Group as at 30 June 2017 A&£EBR -_Z—t&FXAZ+BE-_ZT—X E+_-4
and 31 December 2016 were as follows: =t+—HIZEEREEROT :
Reserves Reserves
identified identified
by JORC standard by JORC standard
(metric tonnes) (metric tonnes)
as at as at
30 June 2017 31 December
Minerals Location Total area proved 2016 proved
R-B—+t5F R-B—XE
ANA=1+H +-A=+—H
JORC # A JORC # &l
BBl 2 #E BElzHEE
(A W) £ 87 (AW R EA
Dolomite Lots: HS (D) 13756, PT 13404 and 13 hectares 19,970 19,9700
HS (D) 13757, PT 13405
HEA HhER - HS (D) 13756, PT 13404 1328
X HS (D) 13757, PT 13405
Mukim: Sungai Siput
&3 :
District: Kuala Kangsar
& :
State: Perak
A BN
Country: Malaysia
Bx : BRAED
Manganese®  Village: Jatimulyo 195 hectares Under exploration Under exploration
% i 195 AHE BRH MR

Subdistrict:  Girimulyo

D

Regency: Kulon Progo

& :

Province: Daerah Istimewa Yogyakarta

P
Country: Indonesia
Bx : Hie
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MANAGEMENT DISCUSSION AND ANALYSIS

BN A

Notes:

Q) The average % of Magnesium Oxide (“MgO0”) and Magnesium (“Mg") are
as follows:
South Hill Above Ground
[t it
Average % of MgO 19.17%
MgO A ¥ a2t
Average % of Mg 11.50%
MgFTE A Dt
North Hill Above Ground
b1 ih
Average % of MgO 20.06%
MgO AT E H L
Average % of Mg 12.04%

MgFTEFIaE St

2) During the six month ended 30 June 2017 and up to the date of this report,
the operations in Yogyakarta, Indonesia, had been hampered due to the
failure to contact the legal representative of PT Laksbang Mediatama.

Outlook

The Directors has been realized that the auditor of the
Company, Baker Tilly Hong Kong (the “Auditor”), issued a
disclaimer of opinions to the consolidated statement of financial
statements as at 31 December 2016 due to some significance
of the matters as the Auditor cannot obtain sufficient and
appropriate audit evidences to provide a basis for audit opinion
on the Company's financial statements.

The Directors understand that it is the Company’s responsibility
to prepare an annual report to enable shareholders to better
understand the modifications and their actual or potential
impact on the Company's financial position.

Currently the Group has a plan to solve and remove most of the
disclaimer of opinions in this financial year. The Directors has
already discussed with the Auditors for those opinions as both
parties believes that some opinions can be removed such as
the fair value of the liability component and the convertible
bond equity reserve of the convertible bond; impairments of
prepayments, deposits and other receivables and fair value of
the interest-bearing borrowings due to the repayment of debt.
Moreover, the Group decides to dispose the PTLM and
discontinue the operation in Indonesia, it will help to remove
the opinion related to exploration and evaluations assets.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Directors believe that removal of disclaimer of opinions can
help shareholders to understand more about the financial
position of the Group.

Since the beginning of last year and till the date of this Report,
the Group had strived its best efforts to make strengthen its
financial positions and we have seen dramatic improvements in
the six months ended 30 June 2017; the subsequent completion
of the final repayment of the bank loans in August has finally
made the success of the bank loan restructuring program which
started from the end of 2014.

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

FINANCIAL REVIEW

Turnover and Other Revenue

The Group's turnover for the six months ended 30 June 2017
was approximately HK$291,000 (six months ended 30 June
2016: approximately HK$7,230,000). The Group received interest
income of HK$58 from money deposited with approved financial
institutions and no rental income from leasing of drilling
machines for the six months ended 30 June 2017 (six months
ended 30 June 2016: HK$281). The Group has not recorded any
gain on loans reduction for the six months ended 30 June 2017
(six months ended 30 June 2016: HK$192,990,000) and sundry
income HK$567 (six months ended 30 June 2016: HK$7,134).

Cost of Sales

Cost of sales of the Group for the six months ended 30 June
2017 amounted to approximately HK$243,000 (six months
ended 30 June 2016: approximately HK$7,040,000) which mainly
included staff costs, depreciation and amortisation. The
decrease in the cost of sales was primarily attributable to the
decrease in all components of the cost of sales for a lower
operating volume at the Smelter.
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MANAGEMENT DISCUSSION AND ANALYSIS

BN A

Administrative Expenses

The administrative expenses decreased by 47.9% to
approximately HK$15,407,000 in the first half of 2017 from
approximately HK$29,570,000 for the same period of last year.

Net Foreign Exchange Losses

During the period under review, the net gain of approximately
HK$4,000 (six months ended 30 June 2016: approximately
HK$140,000 on foreign exchange mainly represented the net
realised gain/losses on sales receipts net off against payments
to suppliers and creditors in Malaysia and Indonesia.

Looking forward, the Group will be exposed to foreign currency
risk primarily through exposures in sales and purchases that are
denominated in foreign currencies other than the Group's
functional currency (e.g. US Dollars, Ringgit Malaysia, Chinese
Renminbi and Indonesian Rupiah). The Group did not use any
financial instruments for any hedging purposes during the six
months ended 30 June 2017.

Finance Costs

The Group's finance costs principally consisted of interest of
approximately HK$500,000 (six months ended 30 June 2016:
approximately HK$1,480,000) for convertible bonds issued by
the Company, interest expenses of approximately HK$5,124,000
on loans from third parties (six months ended 30 June 2016:
approximately HK$150,000) and interest on the Group’s bank
loans of approximately HK$NIl (six months ended 30 June 2016:
approximately HK$1,640,000).

Profit/(Loss) Before Taxation

The Group incurred a loss before taxation of approximately
HK$21,140,000 for the six months ended 30 June 2017 (six
months ended 30 June 2016: profit before taxation of
approximately HK$157,810,000) primarily as a result of loss from
operations of approximately HK$15,510,000 (six months ended
30 June 2016: a result of gain from operations approximately
HK$161,120,000), finance costs of approximately HK$5,630,000
(six months ended 30 June 2016: approximately HK$3,310,000).

The decrease in profit is mainly due to the gain resulted from
final reduced bank loans settlement of approximately HK$193.0
million recognised in the six months ended 30 June 2016. Such
gain is one-off and non-recurring in nature and the Group is
expected to have operational loss regarding that period.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group incurred a loss for the period attributable to owners
of the Company of HK$20,540,000 (unaudited) compared to a
loss for the same period last year of HK$31,998,188, which
excluding the gain on loans reduction of HK$192,992,398
(unaudited), and, as at 30 June 2017, the Group's current
liabilities exceeded its current assets by HK$170,964,352
(unaudited) (31 December 2016 (audited): HK$201,008,467).

Earnings/(Loss) per Share

Loss per share for the six months ended 30 June 2017 was
HKO0.36 cents (six months ended 30 June 2016: earnings per
share of HK2.92 cents).

FINANCIAL POSITION

Convertible Bonds

As at 30 June 2017, the principal amount of the convertible
bonds of the Company (the “Matured Bonds”) in default was
HK$10,000,000 (31 December 2016: HK$10,000,000) which were
immediate due for repayment. The default interest thereon was
HK$4,115,164 (31 December 2016: interest (including default
interest) of HK$3,234,970). As at the approval date of the
condensed consolidated interim financial statements, the
Company has not yet concluded any alterations in the terms of
the Matured Bonds with the Matured Bonds holder.

Liquidity and Financial Resources

Net current liabilities of the Group stood at HK$170,964,352 as
at 30 June 2017 (31 December 2016: HK$201,008,467). Included
in current liabilities were interest-bearing borrowings from
independent third parties and finance lease creditors of
HK$99,959,971 (31 December 2016: HK$137,658,154). The Group
had a gearing ratio of approximately negative 7.75 times (which
is calculated on the basis of total finance leases, interest
bearing borrowings and convertible bonds over total equity
attributable to owners of the Company) as at 30 June 2017 (31
December 2016: negative 3.29 times).

At 30 June 2017, the Group has cash and cash equivalents of
HK$114,477 (unaudited) (31 December 2016 (audited):
HK$493,462) which is insufficient to settle all the current
liabilities, they mainly included accrued salaries of HK$6,860,925
(unaudited) (31 December 2016 (audited): HK$3,984,316)
payables due in the immediate month, accrued interest on
convertible bonds of HK$4,115,164 (unaudited) (31 December
2016 (audited): HK$3,321,440); and committed to contract for of
HK$14,352,735 (unaudited) (31 December 2016 (audited):
HK$13,660,426) in the Group's capital commitments.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEWLD

i

Total deficit attributable to owners of the Company was
approximately HK$14,180,000 as at 30 June 2017 which was
decreased from deficit of approximately HK$44,855,000 as at 31
December 2016 mainly due to the effect of shares issued
pursuant to the loan capitalisation and share placing amounting
to HK$38,200,000 and HK$5,628,750 respectively during the
period.

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

(iif)

14

The Directors review the Group's cash position regularly;

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

All the Matured Bonds of the Group were remained in
default and immediately due for repayments as at 30 June
2017. The Group is using their best efforts to (i) arrange to
continue to pay the overdue interests to the bondholders
in due course and (ii) further re- negotiate with
bondholders for the extension of maturity dates and
Proposed Alteration of terms of these convertible bonds;,

On 26 July 2017, the Company borrowed unsecured loans
of HK$10,000,000 from independent third parties at
interest rate 20% per annum and are repayable within six
months after the drawdown date; and

The Group has extended its global searching for investors
or strategic partners for the Group’s projects in Hong
Kong, the PRC and other part of the world.
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital Expenditure

The carrying amount of the Group’s property, plant and
equipment as at 30 June 2017 decreased by 0.3% to
approximately HK$142,040,000 (31 December 2016:
approximately HK$142,530,000) mainly as a result of the
depreciation and amortisation charges and a foreign exchange
gain incurred during the six months ended 30 June 2017.

Charge on Assets

On 30 July 2016, the Group obtained an interest-bearing loan
amounting to HK$50,000,000 from an independent third party
which was secured by way of a pledge over the entire issued
capital of CVMSB.

Human Resources

As at 30 June 2017 the Group had a total of approximately 80
employees (31 December 2016: 80 employees). Total staff costs
(including Directors’ remuneration) for the six months ended 30
June 2017 were approximately HK$4,814,000 (six months ended
30 June 2016: approximately HK$13,320,000) representing
approximately 30.97% (six months ended 30 June 2016: 36.38%)
of the Group'’s total cost of sales and administrative expenses.
Employees are remunerated based on their performance,
experience and industry practice. Bonuses are rewarded based
on individual staff performance and in accordance with the
Group's overall remuneration policies. The Group's
management reviewed the remuneration policies and packages
on a regular basis and had streamlined the workforce during
the first half of this year.
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

e o AtS ¢

FEﬁ BH :%E? a2 m

For the six months ended 30 June 2017 #Z—F—+F A=+ HiL~EA
(Expressed in Hong Kong dollars) (LA T311&)

Six months ended 30 June
BEZASBA=1THIEA@EA

2017 2016
—E— —E—RF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REBEZR) (REEEZ)
Turnover e 4 291,081 7,230,934
Cost of sales HHEMAR (243,408) (7,043,276)
Gross profit/(I0ss) EH,7(18) 47,673 187,658
Other revenue LN 5 625 192,999,813
Other net losses HhEEFE 6 (4,326) (144,646)
Selling and distribution expenses & Mo ER (148,197) (2,352,119)
Administrative expenses THRAX (15,407,123) (29,573,165)
Profit/(loss) from operations meERR (FR) (15,511,348) 161,117,541
Finance costs BYE R AN 7(a) (5,625,535) (3,308,754)
(Loss)/Profit before taxation BEBLAT (EEE),HF 7 (21,136,883) 157,808,787
Income tax FREH: 8 - _
(Loss)/Profit for the period E(ER),RF (21,136,883) 157,808,787
Attributable to: LT ALRES:
Owners of the Company PAN/NCIE ZS DN (20,539,980) 160,994,210
Non-controlling interests FEERR (596,903) (3,185,423)
(Loss)/Profit for the period H (EE),BR (21,136,883) 157,808,787
(Loss)/Earnings per share SR (BR) BR
Basic and diluted AR E#HE 9 (0.36) cents 1l 2.92 cents Il
16 DING HE MINING HOLDINGS LIMITED
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
G AIER R S 2 Eks

For the six months ended 30 June 2017 #Z—ZF—+F N NA=1HI-EA
(Expressed in Hong Kong dollars) (LA T2)1&)

Six months ended 30 June
BZASA=1THIEA@EA

2017 2016
—B—+tF —ERF
HK$ HK$
BT BIT
(Unaudited) (Unaudited)
(REER) (REEZ)
(Loss)/Profit for the period H (E518), R F (21,136,883) 157,808,787
other comprehensive (loss)/income  ZHiE 2 (E58) W
for the period
ltems that have been reclassified or EASH{E g EF 748
may be reclassified subsequently EEmAIAE -
to profit or loss:
— Exchange differences on translation — BREFINGB R R B
of financial statements of overseas R ZR - HBREHIE
subsidiaries, net of nil tax 7,278,887 (4,986,100)
Total comprehensive (loss)/ AHEE(BR) WEEE
income for the period (13,857,996) 152,822,687
Attributable to: LT AL :
Owners of the Company PAN/NIEZS DN (13,749,867) 157,072,494
Non-controlling interests FEERR (108,129) (4,249,807)
Total comprehensive (loss)/income AHEME (FE),WEEEH
for the period (13,857,996) 152,822,687
BRNBEEERERAR 17
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B & B s R 3R

At 30 June 2017 R=-ZF—+FNA=1
(Expressed in Hong Kong dollars) (14 /%Eil =)

At At

30 June 31 December
2017 2016
R-E—tF RZT—RF

AB=+H +ZA=+—H

HK$ HK$
BT BTt
Notes (Unaudited) (Audited)
(i3 (REBERZ) (BE%)
Non-current assets FRBEE
Property, plant and equipment mE - B R 12
— Property, plant and equipment —WE  WENEE 142,041,171 142,529,890
— Interests in leasehold land held for —RELLHERERR
own use under operating leases MHETER 2,961,893 2,554,427
Goodwill EES 13 - -
Exploration and evaluation assets WRRHEE 14 - -
Mining deposit RRke 163,601 155,709
145,166,665 145,240,026
Current assets REBEE
Trade receivables JELISZEE%”\ 15 538,867 148,646
Prepayments, deposits and other receivables  JEFTFIE - 124 R EA
JE%Z,TAIE: 16 1,886,787 3,212,239
Cash and cash equivalents HeRHRE2ZEY 114,477 493,462
2,540,131 3,854,347
Current liabilities REBEE
Other payables and accruals Hib e ZIER ESE R 17 59,837,930 54,760,741
Obligations under finance leases REETHEAE 18 8,771 48,954
Amount due to a director JERN—ZEERIE 19 1,120,686 -
Amounts due to related parties TR 508 19 2,585,896 2,443,919
Convertible bonds AJHRHES 20 10,000,000 10,000,000
Interest-bearing borrowings SEER 21 99,951,200 137,609,200
173,504,483 204,862,814
Net current liabilities RBEEFE (170,964,352) (201,008,467)
Total assets less current liabilities HWEERRBEE (25,797,687) (55,768,441)
18 DING HE MINING HOLDINGS LIMITED
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R4 S B IR &

At30June 2017 R=-—ZF—+F~NA=1H
(Expressed in Hong Kong dollars) (LA T3IE)

At At

30 June 31 December
2017 2016
R-ZE—tF RZZE—REF

AA=ZtR +ZA=+—H

HK$ HK$
BT 87T
Notes (Unaudited) (Audited)
fi&E (REER) (122%)
Net liabilities BEFHE (25,797,687) (55,768,441)
Capital and reserves BXKEE
Share capital N 23 1,411,704,051 1,367,875,301
Reserves {1 (1,425,883,782)  (1,412,730,818)
Total deficit attributable to owners AAREEAELEEARE
of the Company (14,179,731) (44,855,517)
Non-controlling interests JEIE (11,617,956) (10,912,924)
Total deficit EiEA%H (25,797,687) (55,768,441)
RAEXERERAT 19
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

B RfmSEm #E R

For the six months ended 30 June 2017 #Z—F—+F A=+ HiL~EA
(Expressed in Hong Kong dollars) (L& TZiE)

Attributable to owners of the Company

O N1
Convertible Share Non- Total
Exchange Capital  bond equity option Other  Accumulated controlling equity/
reserve reserve reserve reserve reserve losses interests (deficit)
TRRES Ex
Eidh EAGE BERE  BRERRE 0 Zithg FoREE  (FR)4E
HKS HKS HKS HKS HKS HKS HKS
AT T BT BT #T AL AL
At1January 2016 (audited) RIZ-RE-A-R(EER) 1367875301 66,352,572 1338136 7,558,200 - 0856527 (1567824565 (93843829) 674,79 (94518621)
Changes in equity for the period: THEREE:
Profitfor the period KHEE - - - - - - 10994210 160,994,210 (3185423 157808787
Other comprefiensive income AfpzEhE - e - - - - - BT (0638 (£986,100)
Total comprehensive income FERENEEE
for the period - (3921.716) - - - - 160994210 157072494 (4249807 152802687
Share options granted BRtERE - - - - 8,385,648 - - 8,385,618 - 8,385,648
Redemptions of convertiole bonds BETARES - - - (492260) - - 192260 - - -
At30 June 2016 (unaucited) RZF-7"E7A=1A
(REZER) 1367875301 624308% 133813% 7,065,940 8,385,648 0856527 (140633809 71614313 (4,924,599 66,689,714
At 1 January 2017 (audited) RIE-t5-A-R(EZHR) 13785501 47572904 1,338,136 1783275 8,385,648 0856527 (1502667308)  (44855517)  (10912928)  (5768441)
Changes in equity for the period: THERED:
Proft for the year R - - - - - - (0SH) (090 (9 211%889)
Otfer comprehensive loss Hp2ARE - TR0 - - - - - IR0 (108129) 7278887
Total comprehensive ossincome KHRE(6E)hEeE
for the period - 7387016 - - - - (0539980 (1315294 [70503)  (13,85799¢)
Issue of sheres pursuant to share EERHEERTRA
placement 5628750 - - - - - - 5628750 - 5628750
Is5ue of shares pursuant to share REETERLARANE
subscription agreement for loan haRRA
Capitalisation 38200000 - - - - - - 3200000 - 3200000
At30 June 2017 (unaucited) RZ3-t5~A=1A
(RiEEH) 141,704,051 54,959,920 1338136 1783275 8,385,648 0856527 (15230788 (WA79731)  (1M817.956)  (25797,687)
20 DING HE MINING HOLDINGS LIMITED
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
L] Eﬂgﬂ'/\Iﬁﬁqu%‘%

For the six months ended 30 June 2017 #Z=—F—+FH=1HIE A
(Expressed in Hong Kong dollars) (L& T2l{E)

Six months ended 30 June
BZEAA=1tHIEAAEAH

2017 2016
—E—+tF —E—REF
HK$ HK$
BT BIT
(Unaudited) (Unaudited)
(REER) (REEZ)
Operating activities REER
Net cash used in operating activities Q& %KFFAR ST (5,127,177) (12,196,554)
Investing activities REEK
Interest received BRI B 58 281
Net cash generated from REXBEMBRSFHE
investing activities 58 281
Financing activities S-S
Redemptions of convertible bonds FBE AR ES = (3,000,000
Repayments of interest-bearing BB BIEK
borrowings (4,611,200) -
Capital element of finance lease ENRMEHEREME LRI H
rentals paid (40,183) (117,573)
Proceeds from interest-bearing borrowings &t 2 & 5 H FriS 7018 5,153,200 10,000,000
Proceeds from a share placing, net of OB EMSHIE(FBRELERS)
expenses incurred 5,628,750 -
Increase in amounts due to JE 1~ A& 77 SRIE I AN
related parties 141,977 -
Interest on finance lease rentals paid ENREHERSHNFE (860) (4,748)
Interest paid SEREAIESS (1,524,675) (2,013,231)
Net cash generated from financing REXBERERSTFE
activities 4,747,009 4,864,448
Net decrease in cash and cash REeERBESEEYRIDFE
equivalents (380,110) (7,331,825)
Cash and cash equivalents at HUREREASEEY
beginning of the period 493,462 11,964,081
Effect of foreign exchange rate EREgg 2
changes 1,125 9,491
Cash and cash equivalents at end HERAESRAEEEY
of the period 114,477 4,641,747
BRNBEEERERAR 21
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R BAAR S A B A5 R R Y

22

COMPANY INFORMATION

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

The condensed consolidated interim financial statements
of the Company as at and for the six months ended 30
June 2017 comprises the Company and its subsidiaries
(together referred to as the “Group”). The Group is
primarily engaged in the mining of dolomite and
manufacturing and sale of magnesium ingots in the state
of Perak, Malaysia, exploration of mining resources in
Yogyakarta Province in the Republic of Indonesia
(“Indonesia”) and bottling and sale of mineral water in
Guangdong Province in the People’s Republic of China
(the “PRC").

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

The condensed consolidated interim financial statements
were approved for issue on 30 August 2017.

The condensed consolidated interim financial statements
have not been audited.

BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

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

The financial information relating to the financial year
ended 31 December 2016 that is included in the interim
financial information as comparative information does not
constitute the Group’s annual financial statements
prepared under HKFRSs for that financial year but is
derived from those financial statements. Further
information relating to these annual financial statements
disclosed in accordance with section 436 of the Hong
Kong Companies Ordinance (the “HKCO") is as follows:

The Company has delivered the financial statements for
the year ended 31 December 2016 to the Registrar of
Companies in accordance with section 662(3) of, and Part
3 of Schedule 6 to, the HKCO.

Selected explanatory notes are included to explain events
and transactions that are significant to an understanding
of the changes in financial position and performance of
the Group since the last annual consolidated financial
statements as at and for the year ended 31 December
2016. These condensed consolidated interim financial
statements do not include all the information and
disclosures required for the full annual financial
statements prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs") issued by the
HKICPA, and should be read in conjunction with the
Group's annual consolidated financial statements for the
year ended 31 December 2016.

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

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

In preparing the condensed consolidated interim financial
statements, the significant judgements made by
management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the
same as those that applied to the Group’s annual
consolidated financial statements for the year ended 31
December 2016.
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BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

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

() the Group incurred a loss for the period attributable
to owners of the Company of HK$20,539,980
(unaudited) (excluding the gain on loans reduction
recognised of HK$192,992,398 (unaudited), six
months ended 30 June 2016 (unaudited):
HK$31,998,188), and, as at 30 June 2017, the
Group's current liabilities exceeded its current
assets by HK$170,964,352 (unaudited) (31 December
2016 (audited): HK$201,008,467);

(i) at 30 June 2017, the Group has cash and cash
equivalents of HK$114,477 (unaudited) (31
December 2016 (audited): HK$493,462) which is
insufficient to settle all the current liabilities, they
mainly included accrued salaries of HK$6,860,925
(unaudited) (31 December 2016 (audited):
HK$3,984,316) payables due in the immediate
month, accrued interest on convertible bonds of
HK$4,115,164 (unaudited) (31 December 2016
(audited): HK$3,321,440); and committed to contract
for of HK$14,352,735 (unaudited) (31 December
2016 (audited): HK$13,660,426) in the Group’s capital
commitments,

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

(iv) as detailed in Notes 14(b) and 14(c) to the
condensed consolidated interim financial
statements, there were no exploration activities
conducted in the six months ended 30 June 2017 for
coal and manganese. This was because the Group
is trying to reallocate its limited cash resources to
other prospective business segments;
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

BASIS OF PREPARATION OF THE

CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

)

(Vi)

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

as detailed in Note 20(a) to the condensed
consolidated interim financial statements, the
remaining outstanding aggregate principal amount
of convertible bonds of HK$10,000,000 (the
“Matured Bonds”) following the non-fully
redemptions of Fourth Tranche Bonds on 4 March
2015, all the Matured Bonds were remained in
default and immediately due for repayments as at
30 June 2017. The directors of the Company
represented that (i) the Company is currently in the
course of arm’s length negotiations with the holders
of the Matured Bonds in relation to, among others,
the possible extension of the Matured Bonds and/or
other possible alteration of terms of the Matured
Bonds (“Proposed Alteration”); (i) as negotiated
with the holders of the Matured Bonds, among them
except for two holders are under settlement
arrangements, they have verbally agreed not to
redeem the Matured Bonds until the Proposed
Alteration is confirmed; and (iii) the interest on the
Matured Bonds will continue to be payable by the
Company until the date of full redemption pursuant
to the terms of the Matured Bonds. The interest
thereon is HK$500,000 charged to the six months
ended 30 June 2017. As at the approval date of the
condensed consolidated interim financial
statements, the Proposed Alteration have not been
fixed and confirmed yet;

R B AR & R 2 B 35 R R B
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BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

(viij as detailed in Note 21(b) to the condensed
consolidated interim financial statements, the
Company defaulted on the repayments of the
outstanding aggregated loans of HK$69,951,200 and
interest accrued, handling fees and further charges
during the period in relation to the outstanding
loans amounting to a total sum of HK$1,523,811.
The directors of the Company represented that (i)
the Company commenced a negotiation of the
terms of the loans with the third party; (ii) the
interest and further charges on the matured loans
will continue to be payable by the Company until
the matured loans and related interest and charges
are repaid in full. As at the approval date of the
consolidated financial statements, the revised terms
have not been concluded yet;

(vii) as detailed in Note 25(b) to the condensed
consolidated interim financial statements, the
bondholders of the Matured Bonds may without
further notice institute such proceedings as it may
think fit to enforce repayment of the Matured
Bonds.

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

() subsequent to the end to the reporting period, on
26 July 2017, the Company borrowed unsecured
loans of HK$10,000,000 from independent third
parties at interest rate 20% per year and are
repayable within six months after the drawdown
date;

(I the Group has extended its global searching for
investors or strategic partners for the Group’s
projects in Hong Kong, the PRC and the rest of the
world.
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BASIS OF PREPARATION OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS (continued)

The Directors consider that taking into account of the
above, the cash requirements of the Group for the next
twelve months from the end of the reporting period and
the Group'’s ability to attain future profitable operations in
CVMSB and its indirectly owned subsidiary, &)!| 735 &
B PFR/AF] (Long Chuan Shen Long Mineral Water Co., Ltd.)
(“Long Chuan”) and all existing loans facilities will be
continuously available for the Group's use, the Group will
have sufficient working capital to meet in full their
financial obligations as they fall due for the foreseeable
future. Accordingly, the condensed consolidated interim
financial statements have been prepared on a going
concern basis.

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

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied by the Group in the
condensed consolidated interim financial statements are
consistent with those of the consolidated financial
statements as at and for the year ended 31 December
2016.

The HKICPA has issued a number of new and revised
HKFRSs. For those which are effective for accounting
periods beginning on 1 January 2017, the adoption has no
significant impact on the Group's condensed consolidated
interim financial statements; and for those which are not
yet effective, the Group is in the process of assessing
their impact on the Group’s consolidated financial
Statements.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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5

28

TURNOVER 4
Turnover represents the sales value of magnesium ingots

and related materials, and bottled mineral water supplied

to customers. The amount of each significant category of
revenue recognised in turnover during the period is as
follows:

Sales of bottled mineral water SHE REETE R oK
Sales of magnesium ingots and related HE ST R MERE YR
materials
OTHER REVENUE 5 HtkA

Interest income M BHA
Gain on loans reduction BB WEs
Sundry income IR

DING HE MINING HOLDINGS LIMITED
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BRI A TP HEEE AR AR E
BERKNHEEE - RHARRALEERZEE
RRALERISEEMT

Six months ended 30 June
BZEAA=1+HIEAEA

2017 2016
—E—tF —E-REF
HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REEEZ) (REEEZ)
291,081 288,060

- 6,942,874

291,081 7,230,934

Six months ended 30 June
BEAA=1THIEAEA

2017 2016
—E—+F AN S
HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REER) (REEZ)
58 281

- 192,992,398

567 7,134

625 192,999,813




NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R B AR & R 2 B 35 R R B

6 OTHER NET LOSSES 6 HitEEFHE

Six months ended 30 June
BZEAA=1+HIEAEA

7

2017 2016

—E—+HF —T—REF

HK$ HK$

BT BIT

(Unaudited) (Unaudited)

(REEEZR) (RE&EZ)

Net foreign exchange losses SN 518 F 5 (4,326) (144,646)
PROFIT/(LOSS) BEFORE TAXATION 7  BREADER(EE)

Profit/(loss) before taxation is arrived at after charging: B ADEA(BE) 2 G

(@  Finance costs: (a)

Interest on bank loans wholly
repayable within 5 years

Interest on convertible bonds

Interest on unsecured loans
from third parties wholly repayable
within 5 years

Overdraft interest

Finance charges on obligations
under finance leases

Other borrowings costs

Six months ended 30 June
BZEAA=1+HIEAEA

2017 2016
—E—t5F —E-REF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REBEZR) (REEZ)
ARAFANTBEHEEDN
IRITEKFIE - 1,642,180
AR ESF B 500,000 1,478,826
EARAEFANBREEN
E B = ERA
BERrFE 5,123,811 153,000
BT E 864 -
RVEERENT K ER
860 4,748
HMEERA - 30,000
5,625,535 3,308,754
BAEEERERAR 29
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
RS P HI B B R P 5T

7 PROFIT/(LOSS) BEFORE TAXATION (continued) 7  BRBIATRR(E8) (&)

Six months ended 30 June
BEANA=1+THLAEAR

2017 2016

—E—+F —E—RF

HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REER) (REEZ)

(b)  Staff costs (including directors’ (b)) BIRK(BIEE==H) -
remuneration):
Salaries, wages, bonuses and Fe - IE -fesal
other benefits HAER 4,734,914 4,781,047
Share-based payments LARR 1 B ERER S 3R = 8,385,648
Contributions to defined contribution )R E HRGRIRET B3R
retirement plan 79,535 150,471

4,814,449 13,317,166

Six months ended 30 June
BZEANA=1+THILAEAR

2017 2016

—E—tF —ZE-REF

HK$ HK$

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

(c)  Other items: (0 HMIER :

Amortisation of interests in leasehold REEEHERIEERD

land held for own use THE T H RIS

under operating leases 51,459 55,026
Cost of inventories sold EEFERA 243,408 7,043,276
Depreciation e 7,349,438 8,470,097
Operating lease charges BT EIBREE

in respect of: HESH

— office equipment — WAERME 6,175 -

— office premises — MREME 639,950 522,817
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INCOME TAX

The Group is subject to income tax on an entity basis on
profits arising in or derived from the jurisdictions in which
members of the Group are domiciled and operated. On
the basis stated below, no income tax has been provided
by the Group for the six months ended 30 June 2017 and
2016 (unaudited).

Hong Kong Profits Tax is calculated at 16.5% (six months
ended 30 June 2016: 16.5%) of the estimated assessable
profits for the six months ended 30 June 2017. No
provision for Hong Kong Profits Tax had been made as the
Group did not have assessable profit which is subject to
Hong Kong Profits Tax for the six months ended 30 June
2017 and 2016 (unaudited).

Malaysian Income Tax is calculated at 25% (six months
ended 30 June 2016: 25%) of assessable profits for the six
months ended 30 June 2017. No provision for Malaysian
Income Tax had been made as the Group did not have
assessable profit which is subject to Malaysian Income
Tax for the six months ended 30 June 2017 and 2016
(unaudited).

In accordance with the tax laws of Indonesia, companies
engaged in metal, mineral and coal mining are governed
by a particular contract of work and this is used for
computation of the domestic income tax relating to that
contract of work. Since the natural resources located in
Indonesia are still in a preliminary exploration phase, the
management of the Company was unable to ascertain
from the local tax authorities the tax rate that should be
applied to its mining operations for the six months ended
30 June 2017 and 2016. No provision for Indonesian
Income Tax has been made as the Group did not have
assessable profit which is subject to Indonesian Income
Tax for the six months ended 30 June 2017 and 2016
(unaudited).

Under the Law of the PRC on Enterprise Income Tax (the
"EIT Law") and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiary is 25% (six months
ended 30 June 2016: 25%) for the six months ended 30
June 2017. No provision for PRC Enterprise Income Tax
has been made as the Group did not have assessable
profit which is subject to the PRC Income Tax for the six
months ended 30 June 2017 and 2016 (unaudited).
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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INCOME TAX (continued)

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

At 30 June 2017 and 2016 (unaudited), the Group has not
recognised deferred tax assets in respect of accumulated
tax losses as it is not probable that future taxable profits
against which the losses can be utilised will be available
in the relevant tax jurisdictions. The tax losses do not
expire under current tax legislation except for those
losses made by the PRC subsidiary which will expire
within five years from the year of incurrence. Other
temporary differences are not material.

EARNINGS/(LOSS) PER SHARE

(a) Basic earnings/(loss) per share
The calculation of basic earnings/(loss) per share is
based on the loss attributable to owners of the
Company of HK$20,539,980 (unaudited) (six months
ended 30 June 2016 (unaudited): profit attributable
to owners of the Company of HK$160,994,210) and
the weighted average number of 5,731,447,125
(unaudited) (30 June 2016 (unaudited):
5,509,623,921) ordinary shares in issue during the
six months ended 30 June 2017, calculated as
follows:

Issued ordinary shares at 1 January

Effect of issue of new shares pursuant
to a share placing

Effect of shares issued pursuant to the
loan capitalisation

Weighted average number of shares
at 30 June

DING HE MINING HOLDINGS LIMITED
INTERIM REPORT 2017

R—A—BNEHTERER
RERNEERTHROOTE

RANA=1BHBRH
I 2

FriS®i (@)
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A BERAREERERSETHAEE - R
BERITREED > HBER TSR - HEH B
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HIRIRRSN - M E R ZRATBEIR ©

BRER(EE)

(a) EREAER(FHE)
BREREF(BE) HVERBE=Z
—tFEXNAZTHIEANBARRRESA
e E538 20,539,980 8 7T (R EK) (B E
TE-RFRNAZFTHEARNERCGREE
%) 1 ANA R A AR F1160,994,210
W) B BT EBRMETHEH
5,731,447 125 (R FEZ) (ZE—RF
NA=THCGREERZ) « 5,509,623,921[%)
FTEmT

BREEFENMCABTRONTE

2017 2016
“B—tF “BAF
(Unaudited) (Unaudited)
(RBEZ) (REEZ)
5,509,623,921 5,509,623,921
30,662,983 -
191,160,221 -
5,731,447,125 5,509,623,921
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EARNINGS/(LOSS) PER SHARE (continued)

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

INTERIM DIVIDENDS

The Directors of the Company did not declare the
payment of dividend for the six months ended 30 June
2017 and 2016.

SEGMENT REPORTING

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

Mining of dolomite
and manufacture
of magnesium
ingots

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

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

activities carried out in Indonesia
are through indirectly owned
subsidiaries.

Extraction and
bottling of
mineral water

This segment is engaged in the
extraction and bottling of mineral
water in the PRC. The activities
carried out in the PRC are
through an indirectly owned
subsidiary.

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

9

10

11
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11 SEGMENT REPORTING (continued)

34

(@) Segment results, assets and liabilities

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

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

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

Segment loss represents loss resulted by each
segment without allocation of central administration
costs including interest on bank loans, convertible
bonds and unsecured loans from third parties, and
directors’ emoluments, etc. This is the measure
reported to the Group’s CODM for the purpose of
resource allocation and assessment of segment
performance.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R B AR & R 2 B 35 R R B

11 SEGMENT REPORTING (continued) 11 2EHwE @)
(a) Segment results, assets and liabilities (@) DHEE BEEREGE#HE)
(continued)

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

ingots manganese water
BHEAER BREER RERER
REESR BRGE BRK
HK$ HK$ HK$

B B B

Six months ended 30 June 2017 HE-Z-t&

(unaudited) AAZTHIEAEA

(REER)
Reportable segment revenue (Note) 2RI PUA () = = 291,081 291,081
Segmentloss PEER (1,316,595) (10,551) (1,205,478) (2,532,624)
Interest income FEWA - - 29 29
Depreciation and amortisation TERHH (7,348,818) (620) - (7,349,438)
Finance costs BEKA (860) - - (860)

As at 30 June 2017 (unaudited) R-E-tExA=1H

(RBEZ)
Segment assets NHEE 145,051,185 24,864 1,236,927 146,312,976
Segment liabilities AHEE (3,643,164) (1,532,534) (4,627,153) (9,802,851)
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(continued)

11 SEGMENT REPORTING (continued)
(@) Segment results, assets and liabilities

11 2FHRE©)
(a) DHEE

Mining of
dolomite and
manufacture

of magnesium

Exploration
foriron ore,
coaland

ingots
FRAEA

HKS

T

CEBEREE#E)

Extraction
and bottling
of mineral
water

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
RS P HI B B R P 5T

Six months ended 30 June 2016 HE-B-RE
(unaudited) AAZTHIEAEA
(REERK)
Reportable segment revenue (Note) AERIPUA (FIZE) 6,942,874 - 288,060 7,230,934
Segment loss NEER (8,536,416) 96,306 (6,204,956) (14,645,066)
Interest income FIEUA - - 192 192
Depreciation and amortisation TERZH (7.914,428) (60,344) (324,451) (8,299,723)
Finance costs BERA (1,646,295) - - (1,646,295)
As at 31 December 2016 R-F-RE
(audited) +ZA=1+-H
(BER)
Segment assets PEEE 145,039,355 23,544 2,244,724 147,307,623
Segment liabilities AHEE (2,687,243) (1,365,054) (5,678,306) 9,730,603)
Note: 3T -
Segment revenue reported above represents revenue generated EXFERDFHBRAEREIMNBEEHRA - HE-F
from external customers. There were no inter-segment sales in the —tER T RFANA=TRIENER T ES E B
six months ended 30 June 2017 and 2016. =
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R B AR & R 2 B 35 R R B

11 SEGMENT REPORTING (continued) 11 RS E)
(b) Reconciliations of reportable segment (b)y TEHMABYA - B EERERE
revenue, profit or loss, assets and ¥ R
liabilities

Six months ended 30 June
BZA A=1THIEAEAB

2017 2016
—EB-tF —E-RE
HK$ HKS
BT BT
(Unaudited) (Unaudited)
(RBER) (REEEZ)
Revenue WA
Reportable segment revenue A 2H 5 BUA 291,081 7,230,934
Profit/(loss) wH (EE)
Reportable segment loss n] 25H 5 BEE (2,532,624) (14,645,066)
Interest income B A 29 192
Depreciation and amortisation TE R (7,349,438) (8,299,723)
Finance costs BENKAK (860) (1,646,295)
Other unallocated amounts Hip R DAL S5
— Interest income — FlBdA 29 89
— Depreciation and amortisation — I E NEE - (225,400)
— Finance costs — RVE AN (5,624,675) (1,662,459)
— Others — H# (5,629,344) 184,287,449

Consolidated (loss)/profit before taxation i AT4ES (EIE), A (21,136,883) 157,808,787
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11 SEGMENT REPORTING (continued) 11 Z8HE )

TEHBIHWA - Bxm - EERER

(b) Reconciliations of reportable segment (b)

38

revenue, profit or loss, assets and
liabilities (continued)

HYSIRR (48)

At At
30 June 31 December
2017 2016
R-B—+& AZF—RF
AB=+H +ZA=+—H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REBER) (KE%)
Assets BE
Reportable segment assets A2y BEE 146,312,976 147,307,623
Unallocated corporate assets: RN ARIEE
— Cash and cash equivalents — R RBESEEY 114,477 493,462
— Others — Efth 1,279,343 1,293,288
Consolidated total assets IREBEE 147,706,796 149,094,373
Liabilities =K
Reportable segment liabilities AEmyHaE (9,802,851) (9,730,603)
Unallocated corporate liabilities: RABARAE
— Convertible bonds — AR RES (10,000,000) (10,000,000)
— Interest-bearing borrowings —iFEER (99,951,200) (137,609,200)
— Others — Hih (53,750,432) (47,523,011)
Consolidated total liabilities RAEBAE (173,504,483) (204,862,814)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R B AR & R 2 B 35 R R B

11 SEGMENT REPORTING (continued) 11 2BBEE)
(c) Geographical information (c) EER

The following tables set out information about the
geographical location of (i) the Group's revenue
from external customers and (ii) the Group’s
property, plant and equipment, goodwill, deposits
paid for acquisition of property, plant, and
equipment, exploration and evaluation assets and
mining deposit (“Specified non-current assets”).
The geographical location of customers is based on
the location at which the goods are delivered. The
geographical location of the specific non-current
assets is based on: (1) the physical location of the
asset in case of property, plant and equipment; and
(2) the location of the operations to which they are
allocated, in case of intangible assets and goodwill.

TRIINEROAKERBINBEF PR
ARMAEEYE  BEIRE B2
WM BERRBCDNEZES  BRE
FEEENRRERS(BEXRRDE
EDHNHBLEEN FFPHNMIELET
RIBINEMAAEMTE - BEIFRBDE
ERMEMETA  NEE(HEY R
R ES K22 ) FRFESD + K (2) o FL B E (fin
BEVEENGE) RBAEMDLE -

South America The PRC Europe

Y] y HE BM

Six months ended 30 June
BERA=THLAEA
2017 6

“E-tE
HKS

En
(Unaudited)
(REEH)

Turmover 5% -

Six months ended 30 June
HEAA=THLAEA
2017 216
“E-tE
HKS
BT A
(Unaudited)
(REBEH)

5226874

Six months

BEAA=THILAER ,

2017
ZE-tE

291,081

ended 30 June

2017
“E-tE
HKS

#n
(Unaudited)
(RE8%)

288,060 =

Six months ended 30 June
BERB=TALAER

Six months ended 30 June
BERB=TRLAER
2016 2017 016
3 “E-tE
HKS
A
(Unaudited)
(RE8H)

1,716,000 291,081

Malaysia Indonesia
EREE ik o
At At At At
30 June 30June 31 December 30June 30June 30June
2017 2016 2017 2017 2017
N ‘ i ;
RZB-tF R=8-t% R=8-t% RZ8-t%
AB=TH ~BZTH ~BZTH ~BZTH
HKS$ HK$ HK$ HK$
B BT j AT - A ; A BT
(Unaudited) (Audited) ~ (Unaudited) dited) ~ (Unaudited) (Unaudited) (Unaudited) (Audited)
(#EER) ) (REEFR) ) (REE#) (RE8%) (REEH) (
Specified non-current assets  EEFRHEE 805,247 805,247 © 144,336,554 144,411,235 - - 24,864 23,544 145,166,665 145,240,026
SNEEZERBRAR 39
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RS P HI B B R P 5T

11 SEGMENT REPORTING (continued) 11 RS E)
(d) Information about major customers (d) EBREXEEFNEHR
Revenue from major customers, each of whom REFEFEPHBA(BEEFIEALE
amounted to 10% or more of the Group's total AU 10% 3k A ) HFa0T

revenue, is set out as below:

Six months ended 30 June
BZEASA=1THILAEA

2017 2016
—E—tF —T-RF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(RBERK) (REE&E%)
Customer A 2EA - 3,689,400
Customer B! ZFB - 3,253,474
Customer C2 BEC? 291,081 N/AS TNE A 8
L All revenue disclosed above is related to the mining of 1 EXHENOAERALRRAZEA R EEE
dolomite and manufacture of magnesium ingots segment. DEEE o
2 All revenue disclosed above is related to the Extraction and 2 EXCRBER AT W B R R SRR SR K 9
bottling of mineral water segment A -
3 The corresponding revenue did not contribute 10% or more 3 TR B A MG ZR SR B 4B AR IE 10% A £ ©

of the Group'’s total revenue.

12 PROPERTY, PLANT AND EQUIPMENT 12 ¥ - BERRE
During the six months ended 30 June 2017 and 2016 BE_Z—tFE-ZT—R"FEFXA=THLER
(unaudited), no property, plant and equipment was EA CREER) - AEBWEEEDE  BER
acquired by the Group. B
No assets were written off during the six months ended HE-Z—tFR_T-—R"FNA=THLER
30 June 2017 and 2016 (unaudited). BACREER)  WEEEDMIE -
During the six months ended 30 June 2017 and 2016 BHEZZ—tFRZZT—R"FAA=+HLER
(unaudited), no assets were disposed. BACRESERZ)  WREERLE -
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13 GOODWILL 13 B8
HK$
BT
Cost: B
At 1 January 2016 (audited), 31 December 2016 R=—Z—RE—A— A (K&EZ) —T—<F
(audited), 1 January 2017 (audited) and TZA=+—RH&ER)  ZZE—tF
30 June 2017 (unaudited) —A-RAEERDER_T—+tFA=+H
(REER) 252,803,090
Accumulated impairment losses: ZFHREERE
At 1 January 2016 (audited), 31 December 2016 R=—Z—RF—A— B (KFEZ) - —T—F
(audited), 1 January 2017 (audited) and TZA=F—RAEER)  —T—+tF
30 June 2017 (unaudited) —A—AEERR=ZT—tFA=1+H
(REg&EZ) 252,803,090
Carrying amount: BRIEIE :
At 30 June 2017 (unaudited) R-Z—+EXA=1HCREER) -
At 31 December 2016 (audited) RZZB—REFETZA=1T—H(KER) -
BRNBEEERERAR 41
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14 EXPLORATION AND EVALUATION ASSETS 14 BHERFEEE

Mining of

dolomite and Exploration Extraction

manufacture for iron ore, and bottling

of magnesium coal and of mineral

ingots manganese water

HEAR #@8h - RER

EEER BR&E EMBERK

HK$ HK$ HK$

BT BT B

Cost: BA

At 1 January 2016 RZE-RF—-A—H 4,125,190 280,307,368 153,023,605 437,456,163
Exchange adjustments B H R - (202,286) (7,326,549) (7,528,335)
At 31 December 2016 RZE—RE+-A=+-H 4,125,190 280,105,082 145,697,056 429,927,328
At 1 January 2017 RZE—+F—-H—H 4,125,190 280,105,082 145,697,056 429,927,328
Exchange adjustments ERaEES - - - _
At 30 June 2017 RZE—+F A=TH 4,125,190 280,105,082 145,697,056 429,927,328

Accumulated amortisation =~ EitEHREE
and impairment:

At 1January 2016 RZE-R"E—F—H 4,125,190 261,517,110 134,414,578 400,056,378
Impairment loss HESE - 18,648,122 17,718,053 36,366,175
Exchange adjustments BH AR - (60,150) (6,435,575) (6,495,725)
At 31 December 2016 RZE—R~E+ZA=1—H 4,125,190 280,105,082 145,697,056 429,927,328
At 1January 2017 RZE—+E—-F—H 4,125,190 280,105,082 145,697,056 429,927,308
Impairment loss WEBE - - - -
Exchange adjustments [ - - _ _
At 30 June 2017 R-E—tF A=1H 4,125,190 280,105,082 145,697,056 429,927,328
Carrying amount: FREE:

At 30 June 2017 R-E—tF A=1H - - - -
At 31 December 2016 R-E-RF+-A=+—H - - - -
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14 EXPLORATION AND EVALUATION ASSETS
(continued)

@)

CVMSB has undertaken various feasibility studies in
relation to the mining and extraction of dolomite in
Peninsula Malaysia since 2004. On 15 June 2006,
CVMSB entered into an agreement (the “Mining
Agreement”) with Majuperak Energy Resources
Sdn. Bhd. (“MERSB") (formerly known as Harta
Perak Corporation Sdn. Bhd.), a subsidiary of the
Perak State Development Corporation (“PSDC"), a
shareholder of the Company. Pursuant to the Mining
Agreement, CVMSB has been granted, at no initial
cost, an exclusive right to mine and extract
magnesium dolomite from the Dolomite Land for a
period of 20 years, with an option to renew for a
further period of 10 years. The Mining Agreement
can be terminated early by the Group by giving one
month’s written notice to MERSB. CVMSB is required
to pay royalties to MERSB based on the volume of
dolomite extracted, subject to a monthly minimum
payment (see Note 25(0)). Due to suspension of its
production plant since 2012, CVMSB did not extract
any dolomite from the Dolomite Land during the six
months ended 30 June 2017 and 2016.

Mining activities for this dolomite project had started
in 2010 and the amortisation charge relating to the
project for the period is included in “administrative
expenses” (six months ended 30 June 2016:
"administrative expenses”) in the condensed
consolidated statement of profit or 10ss.

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

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

R B AR & R 2 B 35 R R B

14 BERFEEE )

(@) CVYMSBE-ZZEMFREFESRELRF
ERRMRREEAETZHEAITHMN
e RZEERFANA+AHE - CYMSBE
AN E) B R AR B N AR 7 B TR 1S (Perak
State Development Corporation ([PSDC )
#) Bt B /A &) Majuperak Energy Resources
Sdn. Bhd. (TMERSBJ) ( i ##Harta Perak
Corporation Sdn. Bhd.) &3z % ([ SR i& 13
&) - REBRERZ - CYMSBEHAEM
AR AN KB 0 TR 7 B 2 A Hh R F R
MIERSEERAEANEEE - BEI20F -
A& 12 45 HR104F o 7N % [ 7] [A) MERSB %%
H—EAEEBAIEAKRLERERE -
CVMSBEREFTIENAZEAMEEIXE A
K AT FXAMERSB 37 1+ Z Fil 4 & (2B 5%
25(0) c BEZE—LEFERZF-RERX
A=+HIEAEA - R CYMSB &I & E
FEEZZ——FREFgE WETEK
HEAMREIRERNAZEA ©

AREELEBNARESHAE T —FTFE
ERte - MABAMEEE WHHEERT
ABRGEERRN [TTHAX] (BEZ
ZRERNRA=THIEREAR : [17B 5
<A

() A& » &M E W B2 FPT. Commerce
Venture Iron Ore ([PTCV Iron]) £2PT.
Commerce Venture Coal ([PTCV Coal])
HEENERRERIEIUER  EiRA RiE
2 & 1% B R 5 7] 7% ° PTCV Iron &2 PTCV
CalER—_ZE—NFUMA=HHET—
EEIE=H(THED -

PTCV Coal #%5 & &) &) & B £R 7 A 7% AJ () 7
Ef JE Nanggroe Aceh Darussalam ‘& Nagan
Rayal@ ®JBeutong & Tadu Raya? [&
10,000 A HEBERFEKENR - BERAE
ZE—=FTAEBET18RFTRD - &)
7 El JENanggroe Aceh Darussalam&
South Aceh [& &) Bakongan 7' [& 3,710 A L8

RN FEGR - ERHE T —UF—
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14 EXPLORATION AND EVALUATION ASSETS
(continued)

44

(b)

(continued)

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

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

There were not any impact of the above subsidiaries
thereafter since they were all disposed since 3 April
2014.

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

©

(continued)

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

R B AR & R 2 B 35 R R B

14 BERRFEEE (&)

© (&)

RZZE——F  ARAEEEPTLMEE
BREBREBEAR - LM LT R IR
EB)  SPTIMAM B E 218 RIRBEE G
ANEHAREE - WA RERZEPTIMEITE &
HART I #F &AM EAEGEETOK
RHERPANEFE - B2 —HNF+=A
=+—HILFE  BEREBHNEHEBEES
EEFRBZEZERR -PIIMA BN ZE
—mENAZ+—BRZZE—WF+A
+ = B#¥ Trade and Energy Industries of
Resource of Minerals Office Government of
Kulon Progo [& #& H #) % & (& - 32 /R PTLM
TEEBERILE RFE L A AR —E A M
BHOEEREIMEEZERKRELNHT
T8 3= & M BEPTLM B9 A S0 1 R E =R - BI B
BITEEARKIUZREANET - &
NEIBEBESR_ZE—MNFNLAZ+=
Ak-—ZT—WHF+—ANBER BEHE
TEEEESM  BUEMEAEYHRE TR
It BEEEEEESHETH AL 1
AN B EH— B TR - PTILM RIS
RERHEMREEE - AR ERIRER
PIMEEEZAMEERERNKERA
BFRIARE  BMPTIIME R EZETZSEEN
RAEE REEAFEMR KM A Yogyakarta
BIELEREERER - AT - EREKESE
TREFEeRE—SERE_T-—EFNA
=tH RZZE—WmFE+—A+NA8 &
B # R ET A PTLM B4 iR A R AT 2R 1T AR
AIRERERIAE ([RRFHARE ] UEH
REERRE - RNERGEEPHRMBERE
HOEBH - RIBEBAEAERBTRITH
BREFHNARE RENREGEEREKNER
IEHEITH -

RAEXERERAT 45
fERER & 2017
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14 EXPLORATION AND EVALUATION ASSETS
(continued)

46

©

(continued)

No exploration and evaluation costs were
capitalised and no income was derived from the
mining of manganese during the six months ended
30 June 2017 and 2016.

Long Chuan holds a mineral water permit (& & 7K
BUKEFAI 8 ) to extract maximum volume of water
up to 33,000 meter cube per annum in relation to
the Longchuan Spring (the “Water Permit”) from 1
March 2007 to 26 February 2015. The application for
renewal of the Water Permit was submitted in
December 2014 and has been renewed on 1 March
2015. Long Chuan had also been granted in prior
years a mineral water extraction permit (% = 7K £
% 37 7] % ) with a right to extract mineral water in
the stipulated mining area for a period from 23
December 2011 to 23 December 2021. Nonetheless,
the statutory required mineral water registration
certificate ( %% & 7K 3 fit & & #F ) (the "Water
Registration Certificate”) had expired on 31
December 2012 already and not yet been renewed
up to the approval date of the condensed
consolidated interim financial statements. The main
reason was due to the change in approva
procedures of the State Land Resources Bureau in
Guangzhou since August 2012 whereas the approval
power has been delegated to County Land
Resources Bureau in Guangzhou who has no
relevant experience of how to approve such
licenses or registration certificates. This had caused
a substantial delay in the renewal of the Water
Registration Certificate. Long Chuan had submitted
a renewal application of the Water Registration
Certificate in December 2014 and had passed
through to the intermediate stage of the renewal
process because Long Chuan had received from
County Land Resources Bureau in Guangzhou an
acknowledgement of receipt in writing on 17
December 2014 and a progress confirmation on 15
March 2016 of its renewal application being in
process

DING HE MINING HOLDINGS LIMITED
INTERIM REPORT 2017

©

14 BERRFEEE (&)

(%)
HE-_Z—+FF-_T—XR"EA=Z+H
WEREA - SRR & B IR AT SR AR
WE AR R E AT AN o

B )11 #5818 SR K BUK R AT &8 ([ Bk 3 7T
®)) —TTELFZF—HE_T—AF
ZAZTARABRIERERNRBIUKE BEF
?%%Wﬁiﬁ+ EERUKT AR R
EF_7 METZARRK - e =
—RFE=ZA— Hﬁi%oﬁHFﬂﬁﬁ
ﬁﬁ%&%ﬁi*%%ﬁT“M#@
——F+ A+ =ARRE_ZT=— E
T AZ+=A 1AM R E R S 15
EUE R K o AT - %\mﬁm%%m&ﬁ
ZRE((KEMEEREER_T——F
+—A=+—RHER" HW%%“A¢%
B mRERALERARHNARESZ - TEREATD
HRE-E——FNABREMNTELER
BrEMEFEESHME - Bt - FHED
THREENGRLERR  EWESRE
Bl B B R B IARE A B - e
BEBKAMEBRLREHREALR - 52
ER-ZT—F+ = BIRKEMERLE
MEERE  WERBEEBRRZMNP AR
B W hERENIER T —ME+ A
TEBEBEERMNGBE LT ERBE L WER

EREmMER TR - XNE=ZA+H
AUREEEHR  HREEEREIEE
1T °



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

14 EXPLORATION AND EVALUATION ASSETS
(continued)

©)

(continued)

The Longchuan Spring is situated at Damiao Village
Longmu Town Longchuan County Heyuan City ( Jaf
JR T e Il § 82 & 88 K BB A ), the PRC, with an
aggregate mining area of approximately 0.3956 km?.
It is well connected with the source of the East River
(Dongjiang) which supplies fresh water to Hong
Kong and parts of Guangdong Province. The
Longchuan Spring is protected by a protection zone
of 30 km in radius with no significant industrial
pollution source within a radius of up to 50 km.
Longchuan Spring contains six of the eight
prescribed minerals in sufficient quantity to quality,
including free carbon dioxide.

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

Taking into consideration the performance of the
mine which recorded sustained operating losses
and unable to generate positive cash flow from the
date of acquisition in April 2012 to 30 June 2017, the
business operated by Long Chuan is not
commercially viable, as a result, the mineral water
extraction permit had not been reclassified to an
intangible asset.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
RS P HI B B R P 5T

15 TRADE RECEIVABLES 15 FEWIERX
At At
30 June 31 December
2017 2016
R-ZEB—tF RZZT—RF
ARA=tTH tZA=+—AH
HK$ HK$
BT BT
(Unaudited) (Audited)
(REER) (fe&:%)
Trade receivables FEUAR X 538,867 211,924
Less: provision for impairment B ORE R = (63,278)
538,867 148,646
All of the trade receivables are expected to be recovered Fr B FEWBR SRFE ARG R —F Ak -
within one year.
(@) Ageing analysis (@) HRERDH
An ageing analysis of trade receivables, based on BIREZ BN ERERRE ST
the invoice date, is as follows:
At At
30 June 31 December
2017 2016
R-ZB—tF RZZT—RF
ANA=+H +t=—A=+—8H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REER) (F&E%)
Current, neither past due nor impaired ENHA - 3 f& 8 BA s A& 345,654 -
Less than 1 month past due BELR—1EA = 492
1 month to 2 months past due BEA—E A ZME A - 386
More than 2 months but less than B HARR A E A 1B 4
12 months past due R+—{@A - 47,930
Over 12 months past due wmEBEBA T @A 193,213 99,838
Amounts past due BHIS R 193,213 148,646
Total wmEt 538,867 148,646
48 DING HE MINING HOLDINGS LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

15 TRADE RECEIVABLES (continued)

(@)

(b)

Ageing analysis (continued)

Trade receivables derived from sales of magnesium
ingots are due within 14 days (unaudited) (31
December 2016 (audited): 14 days) from the date of
the bill of lading for exports sales or date of invoice
for local sales. Other than that the Group has a
policy of allowing customers for domestic trading
and distribution in the PRC with credit terms or
normally cash on delivery.

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

At 30 June 2017, none of trade receivables
(unaudited) (31 December 2016 (audited): HK$Nil)
were pledged as security for banking facilities
granted to the Group.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
RS P HI B B R P 5T

16 PREPAYMENTS, DEPOSITS AND OTHER

50

RECEIVABLES

Ho{th & YRR
A — B A BB R (HEE @)

Other receivables

Advance payment to a contractor
(Note (a))

Prepayments for raw materials and
machinery (Note (b))

Deposits and prepayments

JRE R s e TR 5RR (BY A (0)

mE RIEMFIAR

Less: Impairment losses B REEE

— other receivables —H At fE W ERIB

— advance payment to a contractor — [A—BABREER
(Note (a)) (M%E (a)

— prepayments for raw materials — R R IR TR FIB
and machinery (Note (b)) (FF5E (b))

— deposits and prepayments — e RIENHIE

Apart from certain of the Group’s deposits and
prepayments of HK$701,410 as at 30 June 2017
(unaudited) (31 December 2016 (audited): HK$732,536),
the remaining prepayments, deposits and other
receivables of the Group are expected to be recovered or
recognised as expenses within one year.
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16 FEMNRIE  RERHMERKIE

At At
30 June 31 December
2017 2016
R-ZE—tF RZZT—F
NA=+H +t-—A=+—H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REBERZ) (e EZ)
1,997,366 3,415,350
12,210,939 11,621,941
554,755 527,997
1,312,421 1,174,889
16,075,481 16,740,177
(1,300,000) (1,300,000)
(12,210,939) (11,621,941)
(554,755) (527,997)
(123,000) (78,000)
1,886,787 3,212,239

BRAEER _Z—LFXA=THNETED
R IAN HIET01,4108 T (REEZ) (ZF—R
FHZ—A=+t—H&ER) : 732,536E7T) 51
TEHIA SR B Y E AR TR 3R
BN —FANRE SRR/ -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

16 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

@)

In prior years, the Group advanced a total of
HK$12,210,939 (unaudited) (31 December 2016
(audited): HK$11,621,941) to a contractor for
ratification works in the production plant of
magnesium ingots in Malaysia. This contractor was
put under creditor’s winding up in 2012. The Group’s
management assessed the recoverability of these
advances was remote and had made a full provision
against them as at 30 June 2017 and 31 December
2016.

In prior years, the Group had made prepayments of
HK$554,755 (unaudited) (31 December 2016
(audited): HK$527,997) to an entity for purchase of
raw materials and machinery. No goods and/or
machinery have been received by the Group from
that entity in settlement of the prepayments made.
The Group’s management assessed the
recoverability of these prepayments was remote
after suspension of the production plant in Malaysia,
and thus a full provision against them had been
made as at 30 June 2017 and 31 December 2016.

17 OTHER PAYABLES AND ACCRUALS

Accrued interest on convertible bonds
Accrued interest on other borrowings
Accrued salaries

Other payables and accrued expenses

All of the above payables are expected to be settled or
recognised as income within one year, or are repayable
on demand.

A RE S IERT B
HAtE TR R

fERT#r &
Ho Aty FE A 30R e e ET 2
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16 FEMARIE  RERHMEWREE)

@@ RBAFE ANEBRSRKATMERE
EMENRA IR —2EBEANAL
12,210,939 B T (REERZ) (ZE—RF
TZA=+—BEERZ) 11,621,941 %
TL) e REBEBEANR_E—_FHEEA
B AEBEEE BT WE SRR
BEeEM  WERZZE—+EXA=+H
M—EB—XE+-A=1+—RAEH2HE
1o

b) RBEFE AEERBERHREER
—BIE 88 (IR 5RIA 554,755 78 7T (R A
B2 (CE—RE+-A=+—HB(E=&
%) 1 527,997 7T) - ARBEW EEEZLE
BAENA XN ENFBENERNE R
R/ Sied - REBEERBTENERA
SHEERFEEEERKRDILSANK
EMREEN MER_T—LFXH
=tRAR-ZZE-RET-A=+—HEHE
EHEE -

17 HtERFERESER

At At

30 June 31 December
2017 2016
R-B—tF RZZT—RF
ANA=+H +t-—A=+—H
HK$ HK$

BT BIT
(Unaudited) (Audited)
(REER) (FeE%z)
4,115,164 3,321,440
17,402,293 13,702,293
6,860,924 3,984,316
31,459,549 33,752,692
59,837,930 54,760,741

TEHA Lt B B FE N SR B IR — F AR SRR
RPN AR BEREEE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
RS P HI B B R P 5T

18 OBLIGATIONS UNDER FINANCE LEASES

52

At 30 June 2017, the Group had obligations under finance
leases repayable as follows:

18

MEREAE
R-Z—tFX A=A ARENEEERE
REAEDT :

At 30 June 2017 At 31 December 2016

RZE—tEARA=1H
Present value Total minimum Present va\ue Total minimum

of the minimum lease  of the minimum lease
lease payments payments  lease payments payments
REHEE REHEE =EHE =ERE
NRBE HREE A 7
HK$ HK$ HKS
BT BT BT BT
(Unaudited) (Unaudited) (Audited) (Audited)
(RE&ER) (REER) (&= %) (&%)
Within 1 year —FR 8,771 8,813 48,954 49793
Less: total future interest R BT e
expenses (42) (839)
Present value of lease MEAELRE
obligations 8,771 48,954

The policies of the Group are to lease certain of its motor
vehicles under finance leases expiring in 1 year
(unaudited) (31 December 2016 (audited): 1 year). As at 30
June 2017, the effective borrowing rates of the Group was
6.75% p.a. (unaudited) (31 December 2016 (audited):6.75%
p.a.). Interest rates are fixed at the contract dates and
thus expose the Group to fair value interest rate risk. All
leases are on a fixed repayment basis and no
arrangements have been entered into for contingent
rental payments. At the end of each lease term, the Group
has an option to purchase the motor vehicles at nominal
prices.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R B AR & R 2 B 35 R R B

19 AMOUNTS DUE TO A DIRECTOR AND 19 BN—RESRBAELFIEA
RELATED PARTIES

At At

30 June 31 December
2017 2016
R=B—tF RZT—RF

XA=+A +=A=+-8

HK$ HK$

BT BT

(Unaudited) (Audited)

(REER) (FEE%)

Trading account BHEP (2,585,896) (2,443,919)
Current account ARERF (1,120,686) -

(3,706,582) (2,443,919)

Classified as: SKEBE
Amount due to a director (Note 27b)) JEAT — R E = 7IE (MisE27(b) (1,120,686) -
Amounts due to related parties JE - B8 sE 5 7k0E (Bt EE 27(c))

(Note 27(c)) (2,585,896) (2,443,919)
Total “BEt (3,706,582) (2,443,919)
The amounts due are unsecured, interest-free and have ZEFBEAEERN REREETFERY -

no fixed terms of repayment.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R BAAR S A B A5 R R Y

20 CONVERTIBLE BONDS

54

@

On 1 September 2011, the Company entered into a
placing agreement with a placing agent, Cheong Lee
Securities Limited for the issue of convertible bonds
with maturity period of eight months to three years
from the date of issue for an aggregate principal
amount of HK$80,000,000. The convertible bonds
bear interest at 10% p.a. payable annually and are
unsecured. As at the end of the reporting period,
the remaining outstanding aggregate principal
amount of convertible bonds being available was
HK$10,000,000 (unaudited) (31 December 2016
(audited): HK$10,000,000).

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

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

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

20 CONVERTIBLE BONDS (continued)

@

(continued)

The original maturity date of the five principal
amounts (out of which 2 principal amounts were
redeemed in prior years) of remaining outstanding
convertible bonds of HK$Nil ("First Tranche
Bonds”), HK$Nil (“Second Tranche Bonds"),
HKS$NIl (“Third Tranche Bonds"), HK$10,000,000
("Fourth Tranche Bonds”) and HK$Nil (“Fifth
Tranche Bonds”) is 1 December 2014, 29
December 2014, 9 January 2015, 4 March 2015 and
22 March 2015 respectively. The above remaining
outstanding aggregate principal amount of
HK$10,000,000 is collectively referred to as the
“Matured Bonds”. As at 30 June 2017, all the
Matured Bonds were remained in default and
immediately due for repayments. The directors of
the Company represented that (i) the Company is
currently in the course of arm’s length negotiations
with the holders of the Matured bonds in relation to
the Proposed Alteration; (ii) as negotiated with the
holders of the Matured Bonds, they have verbally
agreed not to redeem the Matured Bonds until the
Proposed Alteration is confirmed; and (iii) the
interest on the Matured Bonds will continue to be
payable by the Company until the date of full
redemption pursuant to the terms of the Matured
Bonds. As at the approval date of the condensed
consolidated interim financial statements, the
Proposed Alteration of the Matured Bonds have not
been fixed and confirmed yet.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
RS P HI B B R P 5T

20 CONVERTIBLE BONDS (continued)

56

(continued)
At 30 June 2017, convertible bonds are due for
repayment as follows:

Already past due or within 1 year

The interest charged for the six months ended 30
June 2017 is calculated by applying an effective
interest rate with a range from 10% p.a. (unaudited)
(30 June 2016 (unaudited): a range from 17.54% p.a.
to 33.73% p.a.) to the liability component for the
number of days to the end of the reporting period
since the bonds were issued.

The directors of the Company estimate the fair
value of the liability component of the Matured
Bonds as at 30 June 2017 to be approximately
HK$10,000,000 (31 December 2016 (audited):
HK$10,000,000). The fair value is assumed to be its
principal amount.
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At At

30 June 31 December
2017 2016
R-B—tF RIZZT—RF

AA=t+E +=A=t—~
HK$ HK$
T T

(Unaudited)
(REEK)

(Audited)
(1eEZ)

10,000,000 10,000,000

HE-E—+EXA=+HIENEANF
B TR AAEED 10% = CGREFEZ)
(ZZE—RNENAZTHCREEZ) N
F17.54% 2= 33.73%) R BB FF K - #{E
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R B AR & R 2 B 35 R R B

20 CONVERTIBLE BONDS (continued)

(@

(continued)

The net proceeds received from the issuance of the
convertible bonds have been split into the liability
and equity components, as follows:

First
Tranche
Bonds

20

Second
Tranche
Bonds

F-#EE  FoRER

HKS

BT

HKS

BT

AR ES (@)

@)

FHBEF

(%)
BT R ESRABHRIEFRC O REBE
B RfgEm A T

Third Fourth Fifth
Tranche Tranche Tranche
Bonds Bonds Bonds
EMHES FLMES
HK$ HK$ HKS

BT BT BT

At 1 January 2016 RZZ-E-A-A

(audited) (mZ1) - 12,000,000 - 10,000,000 7,000,000 29,000,000
Redemptions of Bk ES

convertible bonds - (12,000,000) - - (7,000,0000  (19,000,000)
Liability componentasat  R=Z—xF

31December 2016 T-A=t-84

(audited) aEH (EER) - - 10,000,000 - 10000000
At 1 January 2017 RZB—+F

(audited) —A—-B(&ER) - - 10,000,000 - 10,000,000
Redemptions of EOTARES

convertible bonds = - - - -
Liability componentasat - R=F—+4

30 June 2017 ~AZTAH

(unaudited) BEHN (REEZ) - - 10,000,000 - 10,000,000

In 2012, the Company issued convertible bonds with

maturity date on the fifth anniversary of the date of

issue (i.e. 17 April 2017) for an aggregate principal

amount of HK$106,840,000 as part consideration for
the acquisition of Victory Dragon Group in 2012. The

convertible bonds bear interest at 5% p.a. payable

annually and are unsecured.

RZE—ZF RQARBETASHE
106,840,000 8 LRI AT AR E S - 1ERNZ
T-—FIREYEEE ZBHRE - ATR
BREHNEPEAZTARABEF (=
E—+EMA++HH) TBRREFRE
FIE 5% T B REEMT - FIBBGFXIM -
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20 CONVERTIBLE BONDS (continued)

58

(o)

(Continued)

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

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

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

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

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

DING HE MINING HOLDINGS LIMITED
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20 WHERRES )

(b)

(&)

AR E ST A A R 5 B HA Bl 69 1 {a] 0 F
ZER0126B TR EERRE R 250K
B 74585 1,000,000 8 7T 2 B EEH
AIEREFERK AR T LB - ARE
ZE—=F L A#ETROE - RAREE
REBNARBEESFHBREREE =S —=
FEAZ+TNBRAER0126ETTHE
ZH/R0.504 T ©

AR @ F R SR 1 (B 75 15 70 I HR 12 2A
ReRAERASHENEERD -

ARA T AR B GBI HA B A RE RS $2 A B @ ]
B ES -

RZE—Z=ZF—F+HB A&¢EAE
43,840,000/ C 7 Al R EH B EE IR A
347,936,507 % & IR EE0.025 8 L Z A A
AIEEA

BEMBEI EEEE FHITRA51%M
%=1 2 sk - Voice Key Group Limited ([ &8
—BF D RERARABELEE(TERAD
AT RS Hh A AN B2 B A GRR RAE(R - SlBES
B TeAk U B BRE AT 1218 A HAR (TR &
B BB REMERRELCEEEED
QEZTA AT ([REBZRER ] BT DR
AR #30,000,000 7 ([fRZ#=FI ) °



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

20 CONVERTIBLE BONDS (continued)

(o)

(continued)

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

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

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

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

R B AR & R 2 B 35 R R B

20 AIRES &)
0 (&)

MR BRI KA EBURBRF - AEH
W RIRE AR SRR A TARE SO
RSB INBIEZNEBRENER
BRI 2RI R - HEEEERRE S
POSR 13 15 B R AT AT 7k IR JE AT T 1 16 5
ABERE  AEEEEELDTRRES
MR B RS BB AEREERIRE
HF@ENSE  ERERESBETER
38 50,000,000 7T °

%E(Eﬂ%%&%ﬁ/\)ﬁﬁ BIERE

EEBE2XREBHIGRAKEXTH
#&2\% BRDERREBHF - TAEBT
S - SR & IR E S T B E RS
AR (& 5 2 K188 AR € 58 2 7 50,000,000
PEIL 0 BAE A N ERE AT RER B 2 K
{812 "5/ 74 50,000,000 7T °

RZT—=FN\A=1+H E==" 4§
EEBNREBHNEEZTBRRER -
JEEEBFEHRB REMERRIFLEEE
B&EEFES228917 8T ° IREBMIE
TEHE o RERF A 38,090,401 7T (FHE
M ARHE30,000,0007T) - Bt - LFZE
BIFEERBRMNCEANEREZER
46,319,318 L - AL - RZFE—=F +
A+7"B " K& E46,319,318F L2 0]
R ES O T 8 R0k -

an

HE-_T-AFT_A=1T—HLFE"
HglBE S B A Y AR B E S B AT M R
BEASBEHDEER -
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20 CONVERTIBLE BONDS (continued) 20 WBRREZRE)
(b)  (continued) (b (&)
The net proceeds received from the issuance of the FIARBRESAEREFEE ) RAE
convertible bonds have been split into the liability B RO

and equity components, as follows:

Liability Equity

component component

=L %) I 4

HK$ HK$

BT BT

At 31 December 2016 RZE—~F+=RA
(audited), 1 January 2017 =t+—RB(EH%Z)
(audited) and 30 June 2017 —T—+F—H—H
(unaudited) (CEZ)R_T—tF

ANA=ZTHCREER) - - -

21 INTEREST-BEARING BORROWINGS 21 FEER

At At

30 June 31 December
2017 2016
R-ZE—tF RZZT—RF

AA=+E T=A=1-A

HK$ HK$
BT BT
(Unaudited) (Audited)
(REEX) (fe&E=%)
Unsecured bonds 2% 2017 (note 21 (@) ~ —Z—+FE 5| Hi > 2% MK (E 5

(BFEE21(a)) 30,000,000 30,000,000
Loans from third parties (note 21 (b)) REF=HFER(MFE210)) 69,951,200 107,609,200
99,951,200 137,609,200

All of the interest-bearing borrowings are expected to be BT BERTEHR —FAEE -

settled within one year.

60 DING HE MINING HOLDINGS LIMITED
INTERIM REPORT 2017



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

21
(@)

(b)

INTEREST-BEARING BORROWINGS (continued)

Unsecured bonds

As at 30 June 2017, the outstanding amount of
unsecured bonds to independent third parties was
HK$30,000,000 (unaudited) (31 December 2016
(audited): HK$30,000,000), with interests bearing at
2% per month and will mature on one year from the
date of issuance of the bonds.

Loans from third parties

On 13 July 2016 and 18 August 2016, the Company
borrowed an aggregate of HK$101,609,200 and
HK$1,000,000 from an independent third party, with
interests bearing at 10%-12% per annum and 4%
per month respectively and repayable within two
months after their respective drawdown dates or
within 20 business days after the lender has served
the Company a written notice for immediate
repayment. The Company has also pledged the
issued shares of CVMSB as security for the
HK$50,000,000 loan as included in aforementioned.

During the year ended 31 December 2016, the
Company defaulted on the repayments of the
above- mentioned loans and breached one of the
covenants of the loan facilities. On 31 December
2016, the Company received a letter issued by the
independent third party requiring to repay the
outstanding loans of HK$102,609,200 (the
"Defaulted Loans") together with interest accrued,
handling fees and further charges in relation to the
outstanding loans amounting to a total sum of
HK$16,337,418 within 7 days from the date of the
letter. According to the letter, legal proceedings
may commence to recover the payments without
further notice. The directors of the Company
represented that (i) the Company commenced a
negotiation of the terms of the loans with this third
party; (i) the interest and further charges on the
matured loans will continue to be payable by the
Company until the matured loans and related
interest and charges are repaid in full. As at the
approval date of the consolidated financial
statements, the revised terms have not been
concluded vet.

R B AR & R 2 B 35 R R B

21 FEERE)

(@) |MEMES
R-ZT—+EXA=1+8 ABIE=H
BHEAREHFZRAEESE A
30,000,000 T (REFEZ) (ZT—RF
+ZA=+—HB{&E%Z) : 30,000,000 7
TC)  REA2%MFEE B - WA
EHBHE—FF8 -

(b) REE=ZFER

RZE—RFLtA+=ZBHEZZ—<FN
A+NB ARBADBIABILE=FEA
48 56101,609,200 7% 7T} 1,000,0005% It
2 BRI R 10% = 12% A N & A 4% B
PR B - BRERSIEA A BEMEA
AN EH AR R L ERAGEENE
FERAE20ELEANEE - KRFTE
HECUMSBH B BT fEA it
50,000,000 8 7T E FRAYHE IR ©

BHE-_Z—XE+_A=+—BIEE "
RARKREEEE FMERRERESR—H
BITRERFZ - R _ZT—NF+ A
=+ B ARREEBIE=FBEHD
R - BRI B BRR-EAREZRE
BB 30102,609,2008 T ([HEREK ) &
FEAREEERNENE FEERHA
R #85816,337,41878 7T © IRIE I (K1
A REARFRDIRE L RIE  MEAS
T8 RRRAEERTR (VAR RRE
HZEE = FEREROER : (VAR A
BREERRAENERERRREE
AIEESNEBMERNAE REMER -
RERA M EREMEBRT - CERTIERUY
REEHET ©
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21 INTEREST-BEARING BORROWINGS (continued)

(b) Loans from third parties (continued)

21 FEERE)

(b) REE=ZFEXR@E)

On 11 November 2016 and 6 December 2016, the
Company borrowed unsecured interest bearing
loans of HK$3,000,000 and HK$2,000,000
respectively from independent third parties, with
interests bearing at 2% and 4% per month.

On 22 February, 2017, 1 March 2017 and 17 March
2017, the Company borrowed unsecured loans of
HK$2,000,000, HK$2,000,000 and HK$1,000,000
respectively from independent third parties, with
interest rate at the range from 3% to 5% per month
and are repayable within one to three months after
the drawdown date.

In pursuant to the subscription agreements with the
lender, on 16 May 2017 and 29 May 2017, the
Company has issued 250,000,000 ordinary shares
and 700,000,000 ordinary shares respectively to
offset the outstanding loan in the amount of

RZE—RE+—A+—BER=_ZE—XRF
+=ANB KRB RIABILE=FE
A.3,000,0007% 7t & 2,000,000/ 7T &9 £ 15

HEHEEF - AEFA2%RA%FIERET S °

RZE—+FZA=+=H =T —tF
“A—BEkZZE—tF=A+tH &R
A5 Bl R85 = 5 & A 2,000,000 7T
2,000,000 7T & 1,000,000 7T &) 4 4 48
BER - UEBA3%ESHHFIRTE - %%
BEREN R B B —E=EARNEE -

BIEEERATINRE HE
—+FRA+RBEZE—LFHA
Z+N B - ARFE 5 AIE1T 250,000,000
}% %% 700,000,000 A% & 3@ A% LA 85 & 58 55 B
710,200,000 7T 28,000,000/ 7T #9 5K

A —
N —=

HK$10,200,000 and HK$28,000,000 respectively.

B -

22 SHARE CAPITAL 22 B

At 30 June 2017
RZE—t£XE=1H
Number
of shares
RAHE

At 31 December 2016

Amount
.

of shares
RinE

Amount
£

HKS

iy
(Unaudited)
(REEH)

Notes
ifs:

BT
(Audited)

(Unaudited)
(KEER)

(Audited

(4
\f

A

Ordinary shares, issued and fully paid: ~ E&R% - BETRER

At 1 January w—=F—H 5,509,623,921 1,367,875,301 5,509,623 921 1,367,875,301
Shares issued pursuant to a BERAEENETHRN

share placing i 150,000,000 5,628,750 - -
Shares issued pursuant to BEETERCMENNRG

the loan capitalisation i 950,000,000 38,200,000 - -
At 30 June/31 December MAA=tR/+ZR=1-8 6,609,623,921 1,411,704,051 5,509,623921 1,367,875,301
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22

23

SHARE CAPITAL (continued)

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company. All
ordinary shares rank equally with regard to the
Company's residual assets.

(i) Issue of shares
On 16 May 2017, 250,000,000 ordinary shares were
issued in pursuant to the agreement of subscription
of new shares at HK$0.0408 each by loan
capitalization of HK$10,200,000.

On 25 May 2017, 150,000,000 ordinary shares were
issued by placing at HK$0.0395 each for cash
consideration of HK$5,628,750 net of expenses
incurred.

On 29 May 2017, 700,000,000 ordinary shares were
issued in pursuant to the agreement of subscription
of new shares at HK$0.04 each by loan capitalization
of HK$28,000,000.

SHARE-BASED PAYMENTS

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

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

R B AR & R 2 B 35 R R B

22 BA(#)

LRI E AB RIS RORE  TERE
BRER—EEARAAEG LRE - AL ERH®
ARANFIREENS ZHRSEE

(i) TITHR®H
MZZT—+%FAF+758 250,000,000 §%
LMk B3 R E & 48k 10,200,000 7 7T
897 AR IR IR B A% 0.0408 78 7T R BE 1 I D
R aETT -

R-ZBE—+ERA=+FAH - 150,000,000
M BB E B RS R &% 0.0395 8 LY
E18377 WL R(E A5,628,7507% T (11
BRELMY) -

W_ZE—+FHH_+5H 700,000,000
1% I3 A% B 3 @ B K& 2N (E 28,000,000 7%
TR R IR B 8% 0.04 78 7T R BE # AL D
M e e o
23 UR#TAEBRNLARK
ARARBER_ZT—RNF_ANABBZER
SRR ([5TE)) - EE0)HE
AEBALAREEF MRS TIERE  K()
Wo| kiR HEERENREEEEF
RASEE RBBRNEERATHBEER
BIfZ - ;TR B ERME B HFRAR - I8
R-E-XE-_A=HE®°

REFTE - EFABRANARRREMHER
AIMERNESE  EBE TRABRSHAE - K
(i) AR A B SRAL AT B & R B BERS ~ SN -
HER  EPHNE: R(NEETHEENE
EMA TR BARBEARFERD (BRG]
FEARHE -
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23 SHARE-BASED PAYMENTS (continued)

64

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

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

Options granted may be exercised at any time from date
of grant of the share option to the 10th anniversary of the
date of grant as may be determined by the Directors. The
exercise price is determined by the Directors, and will not
be less than the higher of the closing price per share as
stated in the Stock Exchange's daily quotations sheets on
the date of the grant of the options and the average
closing price per share as stated in the Stock Exchange'’s
daily quotations sheets for the five business days
immediately preceding the date of the grant of the
options.
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23 SHARE-BASED PAYMENTS (continued)

23

0On 12 May 2016, the Company granted 245,178,252 share
options in aggregate to certain directors, employees and
consultants of the Group under the Scheme. The terms

and conditions of the options granted are as follows:

Options granted to directors

Options granted to employees

Options granted to consultants

Total share options granted

Note:

BRTESNRE

BT EEMERE

BT BRERE

BiLBREN 2%

Number of
share options

BREHE

173,553,145

66,115,485

5,509,622

245,178,252

(i) become exercisable from the date of grant to the 10th anniversary

of the date of grant.

DR ABEBRNNARE)
RZZE—XEAA+T-H  AATRETEIAA
EEETES  BREMERBA £ H 245,178,252

IR - BR B BAIRER{

Vesting

conditions

Wi

[0}

Contractual
life of options
IBREN
ERFH

10years
+%

10 years
T4

10 years
T4

Eo
S

RAGHT

Expiry date

JEwm A8

11 May 2026
—ZERF
TA+—H

11 May 2026
—ECRF
TA+—H
11 May 2026
“EoAF

hAt-H

AT AR H AR E B 2R ARE A F IR
T8 -

BHNREEZERERLR 65

fERER & 2017



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
RS P HI B B R P 5T

23 SHARE-BASED PAYMENTS (continued) 23 LRHOBEBHSRE)
Details of the outstanding share options are as follows: HARITEEARAESE IR -
2017 2016
—E—+& —EF
Weighted Weighted
Number average Number average
of share exercise of share exercise
options price options price
¥ MEEH
BREHE IfEfE BREHE 1158
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REER) (8&=1%) (BER)
Qutstanding at 1 January 7 —A—B # K776 245,178,252 HK$0.100 - N/A T
Granted during REIR,/ FRE T - 0.1003% 7 245,178,252 HK$0.100
the period/year N/A T3 0.10078 7T
Lapsed during HREIR/ ERR 2,754,811 N/A FER - N/A T
the period/year
Outstanding at WAA=+R/+=A 242,423,441 HK$0.100 245,178,252 HK$0.100
30June/31 December  =+— B EAT{E 0.1007& 7 010078 7T
Exercisable at WAA=+8/+=A 242,423,401 HK$0.100 245,178,252 HK$0.100
30June/31 December  =+—B A F1TfE 0.1007% ¢ 0.100/& 7T
The options outstanding at the end of the reporting period RS AR RITEBREQME LR TS
have a weighted average remaining contractual life of 10 WEBRRTE -
years.
The fair value of services received in return for share GASE IR BB M 75 AR P AE BR 75 2 A F4EL > 5
options granted is measured by reference to the fair value RBMRLEBRROATER R - P LmRE
of share options granted. The estimate of the fair value of A FERRIR ZERA G - $IRFITEN
the share options granted is measured based on a FAEMA A URELA -

binomial model. Expectations of early exercise are
incorporated into the binomial model.
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23

24

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

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

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

COMMITMENTS

(@) Capital commitments
Capital commitments outstanding as at 30 June
2017 not provided for in the condensed
consolidated interim financial statements were as
follows:

Contracted for RHES!
Authorised but not contracted for B iE#E{R KT

23

24

R G/RERNSR @)
ZIRBV R B AR

i B H —E-XFRA+-H
RE 0.06978 7T
& #F A +4F
TE(E 0.10078 7T
LN 88.649%
mRE = 1.243%
%8 & 0%

EHREDRBEARBRENSIH(HERE
IR & K FH) R SEOR IR AT &

AE

(a) BEAERE
KRB+ EXA=+E - GEAHRE
& eh BRI SR R B O R B 1B AR
mF -

At At

30 June 31 December
2017 2016
RZB—+&F RZZE—RF

AA=tB +-A=t+-F

HK$ HK$

BT BT

(Unaudited) (Audited)

(REER) (EFEZ)

14,352,735 13,660,426

14,352,735 13,660,426
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24 COMMITMENTS (continued)

68

(b) Future minimum royalty payments
Pursuant to the Mining Agreement (Note 14(a)), the
royalties to MERSB are subject to a monthly
minimum payment of RM30,000 (equivalent to
approximately HK$54,534) (unaudited) (31 December
2015 (audited): RM30,000 (equivalent to
approximately HK$51,903)) for a period of 20 years,
unless early terminated by the Group by giving one
month’s written notice to MERSB. The total
minimum royalties amounted to RM5,220,000
(equivalent to approximately HK$9,488,839)
(unaudited) (31 December 2016 (audited):
RM5,220,000 (equivalent to approximately
HK$9,031,142)) over the 20 years period.

(c) Operating lease commitments
At 30 June 2017, the total minimum lease payments
under non-cancellable operating leases are payable
as follows:

Within 1 year —FR
After 1 year but within 5 years —EREREERN
After 5 years hF®%

The Group is the lessee in respect of certain office
premises held under operating leases. The leases
typically run for an initial period of one year, with an
option to renew the lease when all terms are
renegotiated. The leases do not include a contingent
rental.
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(b)
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ARREEFEE
BEEERE (M3 140) - BREAKK
AT F MERSB 89 H F|#E % 4 30,000 5
B (FREN454,5347%870) CR&ERZ) (=
E-HE+_A=+—B(KERZ):
30,000 5 ¥ (A& R 4519038 7L)) * B
HBA204F + B 3E 2N 55 [ (W) MERSB & ) — (@
AEMBNRARL - 20FHHNRIER
H FE £ 4858 55,220,000 5 ¥ (B E R LY
9,488,839 L) (REEHEZ) (ZT—RF
+ZA=+—H &%) : 5,220,000 51
(FREMN#9,031,1427%7T)) °

RZB—+FRNA=TH  RETAHEH

REHERE
REHENENSEEENRERENT

At At

30 June 31 December
2017 2016
R-FE—tF RZZE—RF
ANA=+H +ZA=+—H
HK$ HK$

BT BT
(Unaudited) (Audited)
(REEER) (FeE%)
314,045 257,265
1,011,614 1,002,355

- 93,971

1,325,659 1,353,591
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

24 COMMITMENTS (continued)

(d)

Environmental contingencies

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

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

(i) the extent of required cleanup efforts;

(i) varying costs of alternative remediation
strategies;

(ivy changes in environmental remediation
requirements; and

(v)  the identification of new remediation sites.

The amount of such future cost is indeterminable
due to such factors as the unknown magnitude of
possible contamination and the unknown timing and
extent of the corrective actions that may be
required. Accordingly, the outcome of
environmental liabilities under proposed for future
environmental legislation cannot be reasonably
estimated at present and could be material.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
RS P HI B B R P 5T

25 CONTINGENT LIABILITIES

70

(@)

(b)

Corporate guarantees issued

As at 30 June 2017, the Company has issued
corporate guarantees totalling RM133,004
(equivalent to approximately HK$241,773)
(unaudited) (31 December 2016 (audited):
RM133,004 (equivalent to approximately
HK$230,000)) for finance lease creditors in respect
of the purchase of motor vehicles and equipment by
CVMSB.

In respect of the Company’s corporate guarantee
provided in relation to above other financing
facilities granted to a supplier of liquefied petroleum
gas made by CVMSB and the guarantee given to
finance lease creditors of motor vehicles and
equipment purchased by CVMSB, the Directors
consider the possibility of being materialised is
remote and immaterial. The Directors consider that
no such liabilities are required to be recognised as
at 30 June 2017 (unaudited) and 31 December 2016
(audited).

The Company has not recognised any deferred
income in respect of the corporate guarantees as its
fair value cannot be reliably measured and its
transaction price was HK$Nil for the six months
ended 30 June 2017 and 2016 (unaudited).

Contingent liability arising from default of
convertible bonds

As explained in Note 20(a) to the condensed
consolidated interim financial statements, the
Matured Bonds were remained in defaulted and
immediately due for repayments as at 30 June 2017.
Pursuant to the convertible bonds agreements, at
any time after the convertible bonds have become
payable, the respective convertible bondholders
may without further notice institute such
proceedings as it may think fit to enforce payment
of the monies due.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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26 MATERIAL RELATED PARTY TRANSACTIONS 26 EXBEARS

During the six months ended 30 June 2017 and 2016, in HEZF—tFRZF-R"FAA=ZFTHLRX
addition to the transactions and balances disclosed in 8 A - BrEGERAR & P BRI IS SR R M ST 19 Pt B8
Note 19 to the condensed consolidated interim financial IR 5 RSN - LT RES R B IEAREE R
statements, the following related party transactions took 75 2 BB e BRI E A RFGETT -

place between the Group and related parties on terms
mutually agreed by the parties concerned.

Name of party Relationship

BESEE 2R

Ho Wah Genting Berhad ("HWGB") A shareholder of the Company

Ho Wah Genting Berhad (HWGB ) RAERRER

Ho Wah Genting Poipet Resorts Sdn. Bhd. ("HWGP") An associate of HWGB

Ho Wah Genting Poipet Resorts Sdn. Bhd. (THWGP ) HWGB #9EE & A 7

Perak State Development Corporation (“PSDC") A shareholder of the Company

Perak State Development Corporation ([PSDCJ) ZA/NE S

Majuperak Energy Resources Sdn. Bhd. ("MERSB") A subsidiary of PSDC

Majuperak Energy Resources Sdn. Bhd. ([MERSB ) PSDC RIHI /8 A &)

PT Ho Wah Genting Berhad ("“PTHWG") A subsidiary of HWGB

PT Ho Wah Genting Berhad ([PTHWG |) HWGB H I B2 7]

HK New Huang Pu Finance Holdings Limited ("HKNHPF") A company with common director of

the Company

AT EHeRMEREEERAR([EEHEHEH®]) HARNRERAEEHAA

Particulars of significant transactions between the Group AEEE FEEFETHEASSHFBOT

and the above related parties are as follows:
(a) Recurring transactions @ BEXRS

Six months ended 30 June
BEANA=THLAEAR

2017 2016

—EB—tF —EREF

HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REEX) (REEZ)

Office rent payable to: JE R AEHE T

HWGB HWGB 42,548 45,498
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RS P HI B B R P 5T

26 MATERIAL RELATED PARTY TRANSACTIONS 26 EXKBEANE (&)
(continued)
(b) Amount due to a director (b) EN—BEZ=HE

Leung Wai Kwan RUETE

The amount due is unsecured, interest-free and has
no fixed terms of payment.

(c) Amounts due to related parties (c)

MERSB
PTHWG

MERSB
PTHWG

The amounts are trade in nature, unsecured,
interest-free and have no fixed terms of repayment.
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At
30 June
2017
R-ZE—tF

~NA=1+H
HK$

BT
(Unaudited)
(REER)

1,120,686

At

31 December
2016
RZZE—RF
+=—A=+—8~
HKS

BT

(Audited)
(&%)

ZHAREER 2R AEEETERY -

EABERRIE
At At
30 June 31 December
2017 2016
R-ZE—tF RZE—RF
~A=1+H +=—A=+—H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REER) (EZ)
2,295,136 2,184,429
290,760 259,490
2,585,896 2,443,919
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B
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
R B AR & R 2 B 35 R R B

26 MATERIAL RELATED PARTY TRANSACTIONS 26 EXBELIRZ (&)
(continued)
(d) Key management personnel remuneration (d) FEEBAEME

Six months ended 30 June
BEAA=+THLAEAR

2017 2016

—B—tF —EREF

HK$ HK$

BT BT
(Unaudited) (Unaudited)
(REEX) (REEZ)

Directors’ fees E=EWe 1,380,000 1,306,290

Salaries, allowances and benefits e EMREDH &=
in kind 1,320,000 827,500
Share-based payments LARD B ERER N R = 6,595,020
Retirement scheme contributions RIRET SR 24,000 16,300
2,724,000 8,745,110

27 NON-ADJUSTING EVENTS AFTER THE END 27 BEHRBIFAESE
OF THE REPORTING PERIOD

Save as disclosed in Notes 2 and 21 to the condensed PR R BRAR & HARA S ¥Rk BT R 2 2 21 PRI ER S
consolidated interim financial statements, there are no RBERRELEEHARS P HUBHRERAL
other material non-adjusting events subsequent to the BRI YRR M EAIEFAEER -

end of the reporting period and up to the approval date of
the condensed consolidated interim financial statements.
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INTERIM DIVIDEND

The Board of Directors of the Company resolved not to declare
the payment of any dividend in respect of the six months ended
30 June 2017 (six months ended 30 June 2016: nil). Accordingly,
there will be no closure of the register of members of the
Company.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

During the six months ended 30 June 2017, the Company has
adopted the applicable code provisions and certain
recommended best practices stipulated in the Corporate
Governance Code (the “Code”) as set out in Appendix 14 to the
Listing Rules. No Director is aware of any information that
reasonably reveals that there is any non-compliance with the
code provisions on the Code by the Company during any time
of the interim period, except for certain deviations which are
summarised below:

Code Provision A.4.1

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

Code Provision A.5.1

Code Provision A.5.1 of the Code provides that the Company
should establish a nomination committee which is chaired by
the chairman of the board or an independent non-executive
director and comprises a majority of independent non-
executive directors. Following the retirement of Chan Kin Ho
Philip (“Mr. Chan") as independent non-executive Director on
30 June 2017, he also ceased to act as the chairman of the
nomination committee of the Company (the “Nomination
Committee”). The Nomination Committee failed to be chaired
by the Chairman of the Board or an independent non-executive
Director since then until the appointment of Mr. Du Jian Jun, the
Chairman of the Board, as the chairman of the Nomination
Committee on 6 July 2017.
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Code Provision C.2.5

Code Provision C.2.5 of the Code provides that an issuer should
have an internal audit function. The Company does not maintain
an internal audit function for the six months ended 30 June
2017. Taking into account the size and complexity of the
operations of the Group and the potential costs involved in
setting up an internal audit function, the Company considers
that the existing organisation structure and the close
supervision of the management could provide sufficient risk
management and internal control for the Group. The Board will
review regularly the need to set up an internal audit function or
engage an independent professional service provider to review
the Group's internal control and risk management system.

Code Provision D.1.4

Code Provision D.1.4 of the Code provides that, the Company
should have formal letters of appointment for directors setting
out the key terms and conditions of their appointment. The
Company did not have formal letters of appointment for its
Directors. However, they are subject to retirement by rotation
at least once in every three years in accordance with the
Articles. In addition, the Directors have followed the guidelines
set out in “A Guide on Directors’ Duties” issued by the
Companies Registry and “Guidelines for Directors” and “Guide
for Independent Non-Executive Directors” (if applicable)
published by the Hong Kong Institute of Directors in performing
their duties and responsibilities as Directors of the Company.
Besides, the Directors actively comply with the requirements
under statute and common law, the Listing Rules, legal and
other regulatory requirements and the Company’s business and
governance policies.

OTHER INFORMATION
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BOARD OF DIRECTORS AND BOARD
COMMITTEES

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

Executive Directors

Mr. Du Jian Jun (Chairman)

Ms. Lu Sufang (Vice Chairman)

Mr. Leung Wai Kwan (Chief Executive Officer)
Mr. Yin Shibo

Mr. Fan Weipeng

Mr. Chen Liang

Independent Non-executive Directors
Mr. Liu Bo

Mr. Tong Zhu

Mr. Yuan Guangming

Mr. Chan Woon Wing

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS IN SECURITIES

As at 30 June 2017, the interests and short positions of each
Director and chief executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were required
to be (i) notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Directors and the chief
executive have taken or deemed to have under such provisions
of the SFO); (ii) recorded in the register kept by the Company
under section 352 of the SFO; or (iii) notified to the Company
and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (“Model
Code"), were as follows:
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Long positions in the shares:

OTHER INFORMATION

By zire

H & H

Approximate

Number of  percentage of

underlying interest in the

Number of shares held issued shares of

ordinary under equity the Company

Capacity shares held derivatives (Note 1)

EARARE BT

REBRAELTE MR 2

o] ITEEEW BAT D

ZREREA HERGHE (BfaE1)

Du Jian Jun 2 Beneficial owner - 55,096,239 0.83%
= EmEBA

Leung Wai Kwan 3 Beneficial owner 2,095,500 55,096,239 0.87%
RUEE EmEAA

Interest of spouse (Note) 4,986,750 - 0.08%

e iz (MaE)

Fan Weipeng 2 Beneficial owner - 11,019,247 0.17%
peRE EmEBA

Yin Shibo 2 Beneficial owner - 5,509,623 0.08%
FHRK EmEAA

Liu Bo 2 Beneficial owner - 2,754,311 0.04%
2 E=mEAA

Notes: B 5E

ARAFBHTROD AL IREARTNR-F—LFANA=F
H B 8176,609,623,921 IRk (T E -

1. The percentage of share of the Company in issue is based on 6,609,623,921 1.
shares of the Company issued as at 30 June 2017.

ZEBBEER T A"FAAT-HARBER -2 —A"F-AN
R BBt B ([ R B ) R TE R 2 e -

2. These figures represent the share options granted to the Directors under 2.
the share option scheme adopted on 4 February 2016 (the “New Share
Option Scheme”) on 12 May 2016.

T TIERYET LTS 21,087,500 BB D R ZF—X
FR A+ BREBHREREST B T 1 2 55,096,23917 B AR 4 ©
RIEFE S REEN - RS TBARERE 2 RERERES
1R 2 AT 4,986,750 B A1) R A HERE o

3. This figure represents 1,087,500 shares beneficially owned by Mr. Leung 3.
Wai Kwan and 55,096,239 share options granted to him under the New
Share Option Scheme on 12 May 2016. Mr. Leung was also deemed, by
virtue of SFO, to be interested in 4,986,750 shares of the Company in
which his spouse has a long position.
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Save as disclosed above, at no time during the period under
review was the Company or its subsidiary a party to any
arrangement to enable the Directors and chief executives of the
Company (including their spouse and children under 18 years of
age) to acquire benefits by an acquisition of shares or
underlying shares in, or debentures of the Company or its
subsidiaries.

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
SECURITIES

As at 30 June 2017, the interests of persons, other than the
directors or chief executive of the Company in the shares and
the underlying shares of the Company representing 5% or more
that nominal value of shares comprised in the relevant share
capital of the Company as recorded in the register kept by the
Company under Section 336 of the SFO were as follow:

Name of Shareholder
BRER% A

Capacity
514

Gu Zhuoheng Beneficial owner

HeE EmEAA
2 Interest in controlled
corporation

SIEHEEE R

Ji Wei 3 Interest in controlled

HE corporations
G AE R
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Total number of
ordinary shares
/underlying
shares interested
or deemed

to be interested

Approximate
percentage of

BESHEA shares of the
AR~ Company in issue
LZiERHE HARATERE 2
B 15 42 25 BABE DL
(Note 1)

(FFzE)

129,606,000 1.96%
850,000,000 12.86%
407,370,000 6.16%



Notes:

1. The percentage of share of the Company in issue is based on 6,609,623,921
shares of the Company issued as at 30 June 2017.

2. 850,000,000 shares are held by Hong Kong Media Enterprises Holdings
Limited, which is wholly-owned by Mr. Gu Zhuoheng. Thus he is deemed
to be interested in such shares pursuant to the SFO.

3. 221,538,000 shares and 185,832,000 shares are held by Ability Rise
Investments Limited and Star Treasure Investments Holdings Limited
respectively, both companies are wholly-owned by Ji Wei. Thus, Ji Wei was
deemed to be interested in these 407,370,000 shares pursuant to the SFO.

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

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct for
carrying out securities transactions by the Directors. After
specific enquiry with all members of the Board, the Company
confirmed that all Directors have fully complied with the
relevant standards stipulated in the Model Code during the six
months ended 30 June 2017 and up to the date of this interim
report.

PURCHASE, SALE OR REDEMPTION OF

THE COMPANY'’S LISTED SECURITIES

For the six months ended 30 June 2017, neither the Company
nor its subsidiaries have purchased, sold or redeemed any of
the Company’s listed securities.

OTHER INFORMATION
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SHARE OPTION SCHEME

The share option scheme of the Company (“Scheme”) was
adopted on 14 October 2008. The purpose of the Scheme is to
attract and retain the best quality personnel for the
development of the Company’s businesses; to provide
additional incentives to the employees; to provide eligible
participants with the opportunity to acquire proprietary interests
in the Company; and to promote the long term financial success
of the Company by aligning the interests of grantees to the
Shareholders. Under the Scheme, the Board shall be entitled at
any time (except for the period as defined under the Listing
Rules whereby a price sensitive event or a price sensitive
matter has been the subject of a decision) within 10 years
commencing on the date of adoption of the Scheme to make an
offer for the grant of an option to any employee (including any
officer or Director, whether executive or non-executive, of the
Company or its subsidiaries), and any consultant, adviser,
supplier, customer or subcontractor of the Company or any
other person determined by the Board as appropriate.

Options granted must be taken up within 28 days of the date of
grant, upon payment of HK$1 per option. The maximum number
of Shares in respect of which options may be granted under the
Scheme shall not exceed 10% of the issued share capital of the
Company on the date of adopting the Scheme. The limit may be
refreshed at any time provided that the new limit must not be in
aggregate exceed 10% of the issued share capital of the
Company as at the date of the shareholders’ approval in general
meeting. However, the total number of shares which may be
issued upon exercise of all outstanding options granted and yet
to be exercised under the Scheme and any other scheme of the
Company must not in aggregate exceed 10% of the shares in
issue from time to time. The maximum number of Shares in
respect of which options may be granted to any individual in
any 12-month period shall not exceed 1% of the Shares in issue
on the last date of such 12-month period unless approval of the
shareholders of the Company has been obtained in accordance
with the Listing rules. Options granted to substantial
shareholders or independent non-executive directors in excess
of issued share capital of the Company or with a value in excess
of HK$5 million must be approved in advance by the
shareholders of the Company.
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Options granted may be exercised at any time from date of
grant of the share option to the 10th anniversary of the date of
grant as may be determined by the Directors. The exercise
price is determined by the Directors, and will not be less than
the higher of the closing price per share as stated in the Stock
Exchange's daily quotations sheets on the date of the grant of
the options, the average closing price per share as stated in the
Stock Exchange’s daily quotations sheets for the five business
days immediately preceding the date of the grant of the options,
and the nominal value of a share.

New Share Option Scheme

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

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

The subscription price in respect of any particular option shall
be such price as the Board may in its absolute discretion
determine at the time of grant of the relevant option but the
subscription price shall not be less than whichever is the higher
of () the closing price of the shares of the Company as stated in
the Stock Exchange's daily quotations sheet on the date of
grant; and (ii) the average closing prices of the shares of the
Company as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately preceding the
date of grant. The acceptance date of an offer shall be a date
not later than 30 days after the offer date. HK$1.00 is payable
by the grantee to the Company on acceptance of the offer of
the option. The period within which the shares of the Company
must be taken up under an option shall be determined by the
Board in its absolute discretion at the time of grant, but such
period shall not exceed 10 years from the date of grant of the
relevant option.
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Details of movement of the share options during the six months
ended 30 June 2017 under the New Share Option Scheme are

as follows:

Name and category

of participant

SEALHES
KR

Directors/former
Directors

E3/HES

DU Jian Jun

HEE

JiKuang (note 2)

RE(M32)

Leung Wai Kwan

REZE

Li Po Wai (note 2)

EUEY)

Meng Xiao Ying (note 2)

EUEAEY)

Fan Wei Peng

Bk

Yin Shibo

FR

Chan Kin Ho Philip
(note 2)

Rz (F2)

Tian Jinghua (note 1)

A&z (fE1)

Li Znenzhen (note 3)

2% (i)

LiuBo

£

Subtotal
Dt

Employees
[E8
Consultants
B

Total
@it

Exercise

price per

Date of grant Exercise period share
sh
e
(HKS)
(87)

RHAH T8

1205201 1205.201— 1205.20 010
1205.2016 1205.2016 — 12.05.20% 010
1205.2016 1205.2016 — 12.05.20% 010
1205.2016 1205.2016 — 12.05.20% 010
1205201 1205.2016—1205.20 010
1205201 1205.201—1205.200 010
120520 1205.201— 1205.20 010
1205.2016 1205.2016 — 12.05.20% 010
1205.2016 1205.2016 — 12.05.20% 010
1205.2016 1205.2016 — 12.05.20%6 010
1205201 1205.2016—1205.2006 010
1205.2016 1205.2016 — 12.05.20%6 010
1205201 1205.2016—1205.2006 010
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At

1 January
2017

R
“E-tE
-A-H

Number of share options
BREHE

Lapsed/
Cancelled At
during 30 June
the period 2017
1
B ZB-tf
K%/#8  RA=tH

Exercised
during
the period

Granted
during
the period

BrERE  HREAE

95,096,239 - - - 55,0%,239
11,019,247 - - - 109247
95,096,239 - - - 55096239
11,019,247 - - - 1019247
11,019,247 - - - 1109247
11,019,247 - - - 109247
5,909,623 - - - 5,909,623
5,909,623 - - - 5,909,623
2,754,811 - - 275481) -
2,754,811 - - - 2,754,811
2,754,811 - - - 2,754,811
173,553,145 - - Q754811 170,798,334
66,115,485 - - - 66115485
5,909,622 - - - 5,909,622
25,178,252 - - (2754811) 242423441
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OTHER INFORMATION
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Notes:

1. Ms. Tian Jinghua retired as independent non-executive Director on 28 June
2016. Pursuant to the terms of the New Share Option Scheme, she may
exercise the share options up to her entitlement within twelve months
from the date of her retirement as a Director.

2. Mr. Ji Kuang, Mr. Li Po Wai and Ms. Meng Xiao Ying retired as executive
Directors and Mr. Chan Kin Ho Philip retired as independent non-executive
Director on 30 June 2017. Pursuant to the terms of the New Share Option
Scheme, each of them may exercise his/her share options up to his/her
entitlement within twelve months from the date of his/her retirement as a
Director.

3. Ms. Li Zhenzhen resigned as independent non-executive Director on 13
July 2017. Pursuant to the terms of the New Share Option Scheme, she
may exercise the share options up to her entitlement within twelve
months from the date of her resignation as a Director.

AUDIT COMMITTEE REVIEW

The audit committee of the Company comprises wholly
independent non-executive Directors, has reviewed the
consistency of the accounting principles and practices adopted
by the Group and also discussed issues related to financial
reporting, including the review of the Group's unaudited interim
results. The unaudited interim results for the period under
review have not been audited or reviewed by the auditors of
the Company but have been reviewed by the audit committee.
The audit committee is of the opinion that such statements
comply with the applicable accounting standards, the Listing
Rules and legal requirements, and that adequate disclosures
have been made
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