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MANAGEMENT DISCUSSION & ANALYSIS

RESULTS

For the six months ended 30th June, 2019 (the “Period”), the Group
has recorded a substantial increase in revenue from trading of
natural uranium and supply chain business of approximately
HK$1,187,537,000 (2018 Period: approximately HK$717,899,000)
over the corresponding period last year (“2018 Period”). The
significant increase in revenue is due to the increase in revenue
generated from the trading business of electronics products and
other products. During the Period, a net profit of approximately
HK$2,283,000 (2018 Period: approximately HK$5,246,000) was
recorded. The net profit for the Period was less than that of the
2018 Period due to (i) the finance costs incurred for the investment
in CNNC Financial Leasing Company Limited (“CNNC Leasing”); and
(i) the absence of write-back of tax provision during the Period
(@amount of write-back of tax provision in the 2018 Period:
approximately HK$4,978,000).

MARKET AND BUSINESS OVERVIEW

During the Period, the Group has continued its business of
exploration and trading of mineral properties, the provision of
supply chain management services, including the trading of
electronics and other products (such as liquid crystal displays, flash
drives, memory cards, metal raw materials etc), and completed its
investments of approximately 18.45% of the registered capital of
CNNC Leasing. Despite the uncertainty resulted from the Sino-US
trade war, the Group is able to record a significant increase in
turnover. The Group has also been successful in obtaining bank
loans for its investment in CNNC Leasing and trading activities to
support its business expansion.

OPERATIONS

During the Period, the Group recorded a “Revenue” and “Cost of
sales” of approximately HK$1,187,537,000 (2018 Period:
approximately HK$717,899,000) and approximately
HK$1,172,465,000 (2018 Period: approximately HK$711,694,000)
respectively, an increase of approximately 65% in both “Revenue”
and “Cost of sales”, which resulted in a “Gross profit” of
approximately HK$15,072,000 (2018 Period: approximately
HK$6,205,000), a substantial increase of approximately 143% over
the 2018 Period. The significant increase in revenue and gross profit
is due to the significant increase in revenue generated from the
business of trading of electronics products and other products
(which are covered under the supply chain segment).
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During the Period, “Other income and exchange gains, net” of
approximately HK$1,107,000 (2018 Period: approximately
HK$1,910,000) were mainly from interest income, a decrease of
approximately 42% over the 2018 Period due to the fact that the
Group has utilized over HK$154 million of its available fund to
complete the investment in CNNC Leasing in February 2019 and
therefore the amount of fund available for deposit to generate
interest income has been reduced.

Although the Revenue has increased substantially during the Period,
the “Selling and distributing expenses” has been reduced slightly to
approximately HK$1,141,000 (2018 Period: approximately
HK$1,224,000). However, the “Administrative expenses” which
amounted to approximately HK$8,144,000 (2018 Period:
approximately HK$6,623,000) has increased approximately 23% due
to the expansion of the administrative office to manage the
expanded business activities and explore the investment
opportunities during the Period.

During the Period, the Group incurred “Finance Costs” of
approximately HK$4,574,000 (2018 Period: nil) mainly for interests
and costs incurred in the investment in CNNC Leasing. A PRC
enterprise income tax of approximately HK$37,000 was incurred
during the Period for the Group’s business operation in the PRC,
whilst there was a write-back of tax provision in the 2018 Period of
approximately HK$4,978,000.

TOTAL COMPREHENSIVE INCOME FOR THE
PERIOD

Summing up the combined effects of the foregoing, profit for the
Period was approximately HK$2,283,000 (2018 Period: approximately
HK$5,246,000). After taking into account of the other comprehensive
income that will not be reclassified subsequently to profit or loss,
for the amounts of approximately HK$820,000 (2018 Period:
approximately HK$648,000) relating to exchange differences
arising on translation to presentation currency and approximately
HK$16,846,000 (2018 Period: nil) relating to the fair value gain
on investment in CNNC Leasing, the total comprehensive income
for the Period was approximately HK$19,949,000 (2018 Period:
approximately HK$5,894,000).
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FUTURE STRATEGIES AND PROSPECTS

During the Period the Group has recorded a significant increase in
revenue, the Group will continue to develop its natural uranium
trading and supply chain management business,
proactive in expanding and diversifying its trading activities in other
products including plastics materials and metal products, etc. with a

and will be

view to increase returns for the Group. However, the increase of
magnitude in revenue to be generated from the supply chain
management business in the second half of 2019 may not be as
substantial as that during the Period due to the Sino-US trade war
which adds uncertainty in the trading of electronics products
business in the PRC.

As mentioned in the announcement dated 26th February, 2019 of
the Company, the Group has completed its investment in 18.45%
interest in CNNC Leasing. By leveraging on the market expertise and
size of the shareholders of CNNC Leasing including China National
Nuclear Corporation (“CNNC"), the ultimate holding company of the
Company, a market leader in the nuclear energy market, the
management believes that CNNC Leasing could be able to develop
into a promising business and generate satisfactory returns to its
shareholders. The Group has received a notice from CNNC Leasing
for a board meeting to be held on 11th September, 2019. The
agenda of the meeting, amongst other matters, includes a proposal
to appoint two directors designated by the Group to the board of
directors of CNNC Leasing. Upon approving the proposal, the Group
would have significant influence in CNNC Leasing which would then
be recognised as an associate of the Group. According to the
accounting policy of the Group, from the date when an investment
is recognised as an associate, the Group will share the profit or loss
and other comprehensive income of the associate.

The Group will continue to negotiate with the Mongolian
Government for the setting up of a joint venture company for the
project. The Group will endeavour to expedite the process although
the project has not been, to a material extent, adversely affected by
its slow progress, as the market price of natural uranium products
has remained low during the Period.

In August 2019, the Group entered into the Strategic Agreement
with CNNC Industry Fund Management Corporation (“CNNC Fund”),
an affiliate of CNNC, pursuant to which, among other things, the
Group has the right (but not the obligation) to participate or invest
in projects relating to the development of nuclear electricity
overseas, application of nuclear technologies, nuclear industry chain
and new technologies offered by CNNC Fund. The Group aims to
expand and diversify its business by leveraging on the strengths of
CNNC,
reasonable returns for the Group and continues to explore other
possible investment opportunities.

in the field of nuclear energy, to develop project with
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HUMAN RESOURCES MANAGEMENT

As at 30th June, 2019, the Group employed 21 full-time employees.
The Group’s remuneration package is determined with reference to
the experience and qualifications of the individual’s performance.
The Group also ensures that all employees are provided with
adequate training and continued professional opportunities
according to their needs.

LIQUIDITY AND FINANCIAL RESOURCES

The Group recorded a net cash outflow of approximately
HK$118,598,000 (2018 Period: approximately HK$163,331,000)
during the Period, which was mainly due to the investment in CNNC
Leasing and the payment of inventories. The Group’s financial
position remained healthy. The gearing ratio, which is represented
by the ratio of total debts to total assets, due to the bank loans
utilized for the Group’s investment and trading activities, has
increased to approximately 0.46 as at 30th June, 2019 (as at 31st
December, 2018: approximately 0.07).

The working capital of the Group was generally financed by bank
loans and bank and cash balance. As at 30th June, 2019 mainly
due to the utilization of the Group's funds on investment, the
Group’s bank balances and cash have been reduced to
approximately HK$59,382,000 (as at 31st December, 2018:
approximately HK$177,917,000) and the Group has total
outstanding bank loans of approximately HK$396,497,000 at
variable interest rates ranging from 3.39% to 5.00% per annum (as
at 31st December, 2018: nil). At 30th June 2019, the Group's net
current assets and current liabilities were approximately
HK$186,042,000 (as at 31st December, 2018: approximately
HK$337,934,000) and approximately HK$215,662,000 (as at 31st
December, 2018: approximately HK$44,073,000) respectively.

Total shareholders’ funds increased from approximately
HK$566,694,000 as at 31st December, 2018 to approximately
HK$586,643,000 as at 30th June, 2019, as a result of the increase
of total comprehensive income during the Period.
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CONTINUING DISCLOSURE REQUIREMENTS FEREBERE

The following circumstances giving rise to the obligations of MW TRE EMHEAE13ISKEELERBEST

disclosure pursuant to Rule 13.18 of the Listing Rules continue to
exist after the period ended 30th June, 2019.

(1

Terms used herein have the same meaning as those defined in
the announcement made by the Company on 18th February,
2019 pursuant to Rule 13.18 of the Listing Rules (the
“Announcement”). On 18th February, 2019, the Company
made the Announcement that CNNC International (HK)
Limited, the Investor, as the borrower, has entered into the
Facility Agreement (the “Facility Agreement”), with a financial
institution for a term loan facility in the principal amount of
up to HK$300,000,000 (the “Loan”) for the purpose of
financing the proposed investments in CNNC Financial Leasing
Company Limited (“CNNC Leasing”). The Loan is repayable
over a period of 36 months (subject to extension to 72
months as provided in the Facility Agreement) from the date
of the Facility Agreement. Pursuant to the Facility Agreement,
among other matters, early repayment of the Loan may be
required (together with interests accrued thereon and other
amounts payable thereunder) upon occurrence of any of the
following events: (i) the Stated-owned Assets Supervision and
Administration Commission of the State Council of the PRC
("SASAC") ceases to directly wholly own the China National
Nuclear Corporation (“CNNC”); (ii) CNNC ceases to wholly
own B F R E I T2 ABRAQF (China Zhongyuan
Engineering Corporation, “China Zhongyuan”), a company
incorporated in the PRC which is assigned by CNNC to
provide a letter of comfort in relation to the Loan; (iii) CNNC,
together with the management and staff who are currently
employed by CNNC and/or any of its subsidiaries, cease to
collectively own, directly or indirectly, majority of the share
capital in the Company, or the Company ceases to be a
subsidiary of CNNC; (iv) CNNC ceases to remain the single
largest shareholder of the Company; and (v) CNNC ceases to
maintain control over the management and the board of
directors of China Zhongyuan and the Company. As at 30th
June, 2019, the Company was owned as to approximately
66.72% by CNNC Overseas Uranium Holding Limited, an
indirect wholly-owned subsidiary of CNNC (which is wholly-
owned by the SASAC).
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CNNC International Limited

Details of the Loan are set out below:

Facility Agreement:  The facility agreement dated 18th
February, 2019 and executed by
the Borrower, the Mortgagor, and

the Lender;

Borrower: CNNC International (HK) Limited, a
wholly owned subsidiary of the
Company;

Mortgagor: The Company;

Lender: Chong Hing Bank Limited; and

Loan: Term loan facility in the principal

amount of up to HK$300,000,000,
which is repayable over a period of
36 months (subject to extension to
72 months as provided in the
Facility Agreement) from the date
of the Facility Agreement.

Terms used herein have the same meaning as those defined in
the announcement made by the Company on 19th August,
2019 pursuant to Rule 13.18 of the Listing Rules. In March
2019, China Nuclear International Corporation as the
borrower (the “Borrower”), a direct wholly-owned subsidiary
of the Company, accepted the terms of a general banking
facility of a banking institution for trade finance in the
amount of up to US$30,000,000 (the “Facility”). Utilization of
the Facility is conditional upon the prior approval of the bank,
and each drawdown is repayable within 150 days.

Pursuant to the Facility, among other matters, the Company
and the Borrower undertake and procure with the bank that,
throughout the life of the Facility: (i) The State-owned Assets
Supervision and Administration Commission of the State
Council (the “SASAC”) of the People’s Republic of China (the
“PRC") shall maintain directly 100% equity interest in China
National Nuclear Corporation (“CNNC"); (i) CNNC shall
maintain (directly or indirectly) 100% equity interest in China
Zhongyuan Engineering Corporation, a company incorporated
in the PRC which is assigned by CNNC to provide a letter of
comfort in relation to the Facility; and (iii) CNNC shall
maintain (directly or indirectly) not less than 51% equity
interest in the Company. As at 30th June, 2019, the
Company is owned as to approximately 66.72% by CNNC
Overseas Uranium Holding Limited, an indirect wholly-owned
subsidiary of CNNC (which is wholly-owned by the SASAC).
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ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATED COMPANIES

Apart from the completion of investment in CNNC Leasing as
mentioned in the announcement of the Company dated 26th
February, 2019, there were no material acquisitions and disposals of
subsidiaries and associated companies for the Period.

EXPOSURE TO FOREIGN EXCHANGE RISK

The Group’s income, cost of sales, administrative expenses, finance
costs, investment and borrowings are mainly denominated in USD,
HKD, Mongolian Tugrik and RMB. Fluctuations of the exchange
rates of Mongolian Tugrik and RMB could affect the operating costs
of the Group. Currencies other than Mongolian Tugrik and RMB
were relatively stable during the Period. The Group currently does
not have a foreign currency hedging policy. However, management
will continue to monitor foreign exchange exposure and will take
prudence measure to minimise the currency translation risk. The
Group will consider hedging significant foreign currency exposure
should the need arise.

CAPITAL STRUCTURE

There has been no significant change in the capital structure of the
Group since 31st December, 2018.

CHARGE ON ASSETS

The 37.2% of the share capital in Société des Mines d'Azelik S.A.
(“Somina”) held by a wholly owned subsidiary of the Company,
Ideal Mining Limited, was pledged to a bank for banking facilities
granted to Somina. As security for banking facilities granted to the
Group for its approximately 18.45% investment in CNNC Leasing
(“Investment Interest”), the following was charged on the Group: (i)
the Investment Interest; (ii) the 100% share capital in CNNC
International (HK) Limited (“CNNC (HK)") (@ wholly owned subsidiary
of the Company and the holder of the Investment Interest); (iii) the
dividend payment of CNNC Leasing; and (iv) certain bank account(s)
of CNNC (HK). Apart from the above, there was no charge on the
Group’s assets during the Period (2018 Period: apart from the
shares in Somina, nil).

INTERIM DIVIDEND

The Board of Directors does not recommend the payment of an
interim dividend for the Period (2018 Period: nil).
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Management Discussion & Analysis (Continued)
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the Period, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’'s listed
securities.

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company has complied with the code provisions laid down in
the Code on Corporate Governance Practices (the “CG Code”) as set
out in Appendix 14 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) throughout the Period.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the
required standard set out in Appendix 10 Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) of the
Listing Rules. The Company has received confirmation from all
Directors that they have complied with the required standard set out
in the Model Code and the code of conduct regarding securities
transactions by Directors adopted by the Company throughout the
Period.

AUDIT COMMITTEE

An Audit Committee has been established by the Company for the
purpose of reviewing and providing supervision on the financial
reporting process and internal control of the Group. The Audit
Committee comprises three Independent Non-executive Directors
namely, Mr. Cheong Ying Chew Henry, Mr. Cui Liguo and Mr.
Zhang Lei, and one Non-executive director namely Mr. Li Zhihuang.
Mr. Cheong Ying Chew Henry is the Chairman of the Audit
Committee. The Group's interim results for the Period and the
accounting principles and practices adopted by the Group have been
reviewed by the Audit Committee.
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REMUNERATION COMMITTEE

In accordance with the requirements of the CG Code, a
Remuneration Committee has been established by the Company to
consider the remuneration of Directors of the Company. The
Remuneration Committee comprises three Independent Non-
executive Directors namely Mr. Cheong Ying Chew Henry, Mr. Cui
Liguo and Mr. Zhang Lei, one Executive Director namely Mr. Cheng
Lei and one Non-executive Director namely Mr. Li Zhihuang. Mr. Cui
Liguo is the Chairman of the Remuneration Committee.

NOMINATION COMMITTEE

In accordance with the requirements of the CG Code, a Nomination
Committee has been established by the Company to review the
structure of the Board and identify individuals suitably qualified to
become Board Members. The Nomination Committee comprises
three Independent Non-executive Directors namely Mr. Cheong Ying
Chew Henry, Mr. Cui Liguo and Mr. Zhang Lei, one Executive
Director namely Mr. Cheng Lei and one Non-executive Director
namely Mr. Yang Chaodong. Mr. Yang Chaodong is the Chairman
of the Nomination Committee.

DISCLOSURE OF INFORMATION ON THE
WEBSITE OF THE STOCK EXCHANGE

The electronic version of this announcement will be published on
the website of the Stock Exchange (http://www.hkexnews.hk). An
interim report for the six months ended 30th June, 2019 containing
all the information required by Appendix 16 of the Listing Rules will
be despatched to shareholders and published on the website of the
Stock Exchange as well as the Company in due course.

APPRECIATION

The Board would like to take this opportunity to thank our
shareholders, the management and our staff members for their
dedication and support.

On behalf of the Board
CNNC International Limited
hZBEBRERAT

Chairman

Yang Chaodong

Hong Kong, 29th August, 2019
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
HHGEEERIEMEZAKESR

For the six months ended 30th June, 2019 #Z =ZF — /L FNH =1+ HiE~NEA

Six months ended

BESA=+HLEREAR

30.6.2019 30.6.2018
—E—-NEF —ZE—N\F
NOTES HK$'000 HK$'000
B 2 BETT BT T
(unaudited) (unaudited)
(RETR) (REEZ)
Revenue A 3 1,187,537 717,899
Cost of sales 5 B AR (1,172,465) (711,694)
Gross profit E 7 15,072 6,205
Other income and exchange H A A K E H IR
gains, net 7 EB 1,107 1,910
Selling and distribution expenses  $H& k5 #HFH X (1,141) (1,224)
Administrative expenses TE X (8,144) (6,623)
Finance costs W& (4,574) —
Profit before taxation B 35 Al g A 2,320 268
Income tax (expense) credit Fris®i () &% 4 (37) 4,978
Profit for the period attributable A2 R#EHE A G R
to owners of the Company i Al 5 2,283 5,246
Other comprehensive income Hib 2wk \BEE®
that will not be reclassified FEENPEERS
subsequently to profit or HIEE
loss
Exchange differences arising on RERZINEEEEZ
translation to presentation X ZE
currency 820 648
Fair value gain on an equity BRAFEGTAEMEE
instrument at fair value Wi (MERAFEFTA
through other comprehensive Hihz2mEmkKz=]) 2 B’A
income (“FVTOCI") TAZRFERE 16,846 =
Total comprehensive income AT HEFAEERA
for the period, attributable 2HEBAEE
to owners of the Company 19,949 5,894
Basic earnings per share TR E AR A HK0.47 cent HK1.07 cents
7 0.477# 1l 1.077 11l

CNNC International Limited
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B4R S B 35RO R

At 30th June, 2019 R=F—NFNA=1H

30.6.2019 31.12.2018
—E—-hE —ZE-NF
~BA=+H +=—A=+—H”
NOTES HK$'000 HK$'000
B 7% BT BT I
(unaudited) (audited)
(RET) (BEiz)
Non-current assets ERHEE
Property, plant and equipment lEN Y& 14,893 15,048
Exploration and evaluation R KRB E
assets 8 211,188 211,151
Investment in equity instrument RAFERF AEA
at FVTOC| 2 HE W= 2 IR
TEKE 9 462,931 —
Deposit paid for acquisition of BWEEATFEA
equity instrument at FVTOCI Hih 2wl amz
f&#E T A ZFEMNK 9 — 2,561
689,012 228,760
Current assets REEE
Inventories & 274,380 100,380
Trade and other receivables JEWE 5 A K H At
and prepayments JE W3R I8 A R 78 A
I 10 67,942 103,710
Bank balances and cash WITHEBRRRE 59,382 177,917
401,704 382,007
Current liabilities RENEE
Trade, bills and other payables ERES ZEBK
and accruals B RS SRIE A &
FE &t R 3K 11 39,070 24,549
Contract liabilities BHEaE 64,490 15,520
Bank borrowings |ITENX 13 108,086 —
Amount due to ultimate FE A AR B A A
holding company IE 12 1,974 1,977
Amount due to an FE A — R R
intermediate holding NSIE Q]
company 12 1,908 1,910
Amounts due to fellow EARERKNE AR
subsidiaries AE 12 134 117
215,662 44,073
Net current assets REBEEFE 186,042 337,934
Total assets less current BEERREBERE
liabilities 875,054 566,694
Non-current liability EmENEE
Bank borrowings AT 1E X 13 288,411 —
586,643 566,694
Capital and reserves BRI
Share capital N 14 4,892 4,892
Share premium and reserves B0 s (B K 581,751 561,802
Equity attributable to owners AASHHE AEIGHERE
of the Company 586,643 566,694

2019 A Hi ¥ 5
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HRGSELASE R

For the six months ended 30th June, 2019 #EZ=F—NFNA=1HiL~MEA

14

Non-
Share Share  Capital  distributable ~ FVTOCI ~ Merger Translation  Accumulated

capital  premium  reserve reserve  reserve  reserve reserve losses Total

BATE

AR
kx RbERE SFRE TUKNKRE KERE GHEE ERXRG Fitbh L
HK$'000  HK$'000  HK$'000 HK$'000  HK§'000  HK$'000 HK$'000 HK$'000  HK$'000
BETT BETn AETn BETT AETn A%Tn  BETn AETT BETR

At 1st January, 2018 RZE-N\%

(audited) —-A-B(&8ER) 4892 868805 80,827 16,584 = 127 12,055 (437,584) 545706
Profit for the period B - - - = = = = 5,246 5,246
Exchange differences BEEEVER

arising on translation B - - - - - - 648 - 648
Total comprehensive BREAMALE

income for the period = = = = = = 648 5,246 5,894
At 30th June, 2018 RZE-\E

(unaudited) ~B=1H

(REZER) 4892 868805 80,827 16,584 - 127 12,703 (432,338) 551,600
At 1st January, 2019 RZE-h%E

(audited) —-A-RB(&&7) 4892 868805 80,827 16,584 - 12 9,430 (413,971) 566,694
Profit for the period BT - - - - - - - 2283 2283
Other comprehensive BRAMEENE

income for the period
Exchange differences HERZIERES

arising on translation o~ ZEREE

presentation currency - - - - - - 820 - 820
Fair value gain on an equity ZATEFALM

instrument at FYTOC| Wz RETEZ

NENR - - - — 16846 - - - 16846
Total comprehensive An2ERNES

income for the period - - - — 16846 - 820 2283 19,949
At 30th June, 2019 RZE-N%

(unaudited) AAZTH

(xEER) 4892 868805 80,827 16,584 16,846 17 10,250 (411,688) 586,643

CNNC International Limited

INTERIM REPORT 2019



CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BHGEHRERE

For the six months ended 30th June, 2019 &2 =F—/FNA=+HIL1EA

Six months ended

BESA=+HLEREAR

30.6.2019 30.6.2018
—E-NEF —ET—N\F
NOTE HK$'000 HK$'000
Bt 5 EETR BT T
(unaudited) (unaudited)
(REEZ) (REEZ)
Net cash used in operating REREEB 2R E®
activities ERE (67,790) (164,112)
Investing activities KERE
Interest received 2 W F B 633 1,562
Purchase of property, plant and BEME BER
equipment B4 (1) (217)
Subscription of investment in REEAFEFA
equity instrument at FVTOCI H b W a2 AR
TAZEE 9 (443,524) =
Proceeds from disposal of HEWE BER
property, plant and R PTIS RIE
equipment 161 —
Net cash (used in) from investing (FA{E)REKEEE Z
activities Re R (442,731) 1,345
Financing activities BEIEE
Repayment to ultimate holding BRTREERAA
company — (564)
Bank borrowings raised EERBRTER 396,497 =
Interest paid AT H A (4,574) —
Net cash from (used in) financing KB (B{E)BREESH 2
activities I & A 391,923 (564)
Net decrease in cash and cash ReRBEZFBYRD
equivalents H FR (118,598) (163,331)
Cash and cash equivalents at —A—RAZzHRER
1st January ReEEY 177,917 247,743
Effect of foreign exchange rate SNEDE R BB 2 f &
changes 63 39
Cash and cash equivalents at NA=ZtHZBEE2R
30th June ReEEY 59,382 84,451
2019 R HIsRE  HAREBRERAR



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

S

Bt 75 ¥R 2R B &

For the six months ended 30th June, 2019 #ZE —F—NFNA=1Hi1EA

16

BASIS OF PREPARATION

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

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain
financial instruments, which are measured at fair values.

Except as described below, the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30th June,
2019 are the same as those followed in the preparation of
the Group’s annual financial statements for the year ended
31st December, 2018.

Application of new accounting policy in
respect of investments in equity instruments
at fair value through other comprehensive
income (“FVTOCI")

Investments in equity instruments at FVTOCI is subsequently
measured at fair value with gains and losses arising from
changes in fair value recognised in other comprehensive
income and accumulated in the FVTOCI reserve; and are not
subject to impairment assessment. The cumulative gain or loss
will not be reclassified to profit or loss on disposal of the
equity investment, and will be transferred to accumulated
losses.

Dividends from these investments in equity instruments are
recognised in profit or loss when the Group's right to receive
the dividends is established, unless the dividends clearly
represent a recovery of part of the cost of the investment.
Dividends are included in the “other income” line item in
profit or loss.

CNNC International Limited INTERIM REPORT 2019
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Notes to the Condensed Consolidated Financial Statements (Continued)

& B AR & B 75 s R Y A ()

For the six months ended 30th June, 2019 &2 =F—/FNA=+HIL1EA

PRINCIPAL ACCOUNTING POLICIES
(continued)

Application of new and amendments to
Hong Kong Financial Reporting Standards
(“HKFRSs")

In the current interim period, the Group has applied, for the
first time, the following new and amendments to HKFRSs
issued by the HKICPA which are mandatory effective for the
annual period beginning on or after 1st January, 2019 for the
preparation of the Group’s condensed consolidated financial
statements:

2.

TEEHBERE

7 7 3T R S B AT BB B IS
HeEEA (BB BEREE
8 )

RAFHEE AEERFREAEE
BRGEVBEBRREREAATHR
REAMAERIR_T—NE—A
— B3k 2 18 B9 F 2 BT 98 ) A R A
AIREBEAMBREENER

HKFRS 16 Leases EEMBREEN HE
2163
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments BE(ERGBRE FEHERELIEEN
REZEE)—
23R
Amendments to  Prepayment Features with Negative BERMBREEN ABABEMRENEN
HKFRS 9 Compensation F99 Z BRI AR 5t
Amendments to  Plan Amendment, Curtailment or B S ERFE195  FTEBET - BRskEE
HKAS 19 Settlement ZAERIAR
Amendments to  Long-term Interests in Associates and B SHENSST REEARAREGELE
HKAS 28 Joint Ventures ZIEFIAR 2R EER
Amendments to  Annual Improvements to HKFRSs 2015- BERAMBREEN . BENBREEA
HKFRSs 2017 Cycle EHES —T-hFE-%
—tFRBHIEE
g

Except as described below, the application of the new and
amendments to HKFRSs in the current period has had no
material impact on the Group’s financial performance and
positions for the current and prior periods and/or on the
disclosures set out in these condensed consolidated financial
statements.

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in
the current interim period. HKFRS 16 superseded HKAS
17 Leases ("HKAS 17"), and the related interpretations.

The Group has applied HKFRS 16 retrospectively with
the cumulative effect recognised at the date of initial
application, 1st January, 2019.

B S Prash - RS HI R FE A T RT &%
REEFTERMBREENHANRARE K
BEREAR KB BRR AR -
AR/ S zEEAEE BB RRORK
BENYEBEEATE -

2.1 EABEEBHBHEERE165%
HEHZEEEE)

74 55 83 7 R 0 A D R R
EAI WS A EI6H B
B WS R FCRRAE
BRI EITREE (BB
B ERBZ175)) RAAM G R
-

AEBEEYEREEMBER
ERAE16HE  MBFFER
BERERBH(ZE-—NAF—H
—B)#ER -
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Notes to the Condensed Consolidated Financial Statements (Continued)

B4R & B 75 S R BT & (&)

For the six months ended 30th June, 2019 #EZ=F—NFNA=1HiL~MEA

2. PRINCIPAL ACCOUNTING POLICIES 2.
(continued)

Application of new and amendments to
Hong Kong Financial Reporting Standards
("HKFRSs") (continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)

When applying the modified retrospective approach
under HKFRS 16 at transition, the Group applied the
following practical expedients to leases previously
classified as operating leases under HKAS 17, on lease-
by-lease basis, to the extent relevant to the respective
lease contracts:

relied on the assessment of whether leases are
onerous by applying HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets as an
alternative of impairment review;

ii. elected not to recognise right-of-use assets and
lease liabilities for leases with lease term ends
within 12 months of the date of initial
application;

iii. used hindsight based on facts and circumstances
as at date of initial application in determining the
lease term for the Group's leases with extension
and termination options.

The Group has elected the practical expedient to apply
HKFRS 16 to contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease
and not apply this standards to contracts that were not
previously identified as containing a lease. Therefore,
the Group has not reassessed contracts which already
existed prior to the date of initial application.

For contracts entered into or modified on or after 1st
January, 2019, the Group applies the definition of a
lease in accordance with the requirements set out in
HKFRS 16 in assessing whether a contract contains a
lease.

The Group did not recognise lease liabilities and right-
of-use assets at 1st January, 2019.
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Notes to the Condensed Consolidated Financial Statements (Continued)

& B AR & B 75 s R Y A ()

For the six months ended 30th June, 2019 &2 =F—/FNA=+HIL1EA

3. REVENUE AND SEGMENT INFORMATION 3. W& R D EHER

Information reported to the Group’s executive directors, being FLHEITEIR D B K5 30 5= B 5Tl [
the chief operating decision maker, for the purposes of FEZEERRABIAEERTES)
resource allocation and assessment of segment performance EWMER FEEREREERZE
focuses on the types of goods or services delivered or m ek AR5 E XS R AR o REE
provided. The Group currently organises its operations into REFEHEEBL S = EH=E3P (B
three operating divisions, which also represent the operating AREBREYBREEN ZEED
segments of the Group for financial reporting purposes, ) DRl AKERENSE - BFE KR
namely trading of mineral property, exploration and selling of EBEEMEAREERE - Z=A5
mineral properties and supply chain. They represent three RASEMREN=RERK - RES
major lines of business engaged by the Group. The Group's B IS RRERIESTH AEENEE
operating and reportable segments under HKFRS 8 are as MEHRDF AT :

follows:

e Trading of mineral — trading of uranium s REWE — BEEH
property )%

e Exploration and — exploration and selling of o WREHEE — BHERKHEEH
selling of mineral uranium S TRE Y %
properties

e Supply chain — selling of electronics and other o fHpEE — HEEFMEM

products, including but not Em BEE

limited to trading of liquid PR P R &R

crystal displays, flash drives, s PATFEE

memory cards, etc. and ;R FRFR

provision of supply chain ENRG Kk

services e (it 4 8 38 AR
%

Disaggregation of revenue from contracts EFEEHRBAHED

with customers

For the six months ended 30th June, 2019 (unaudited) BE—_F—AE~A=THL-ER

(REHFR)
Exploration
Trading of and selling
mineral of mineral Supply
Segments & property properties chain Total
HE HRRHE
REDE REDE {4 e 8 st
HK$°000 HK$°000 HK$’000 HK$’000
BT BT BT BT
Trading of =
— uranium — 175,977 — — 175,977
— electronics and — EFREA
other products Em — — 1,011,560 1,011,560
175,977 — 1,011,560 1,187,537

2019 FHIRE R RERAERA T 19



Notes to the Condensed Consolidated Financial Statements (Continued)

1 BR R & B 75 S 3R P = (B

For the six months ended 30th June, 2019 #EZ=F—NFNA=1HiL~MEA

3. REVENUE AND SEGMENT INFORMATION 3. W&k o HER (&

(continued)
Disaggregation of revenue from contracts EFEAWRAMED (&Z)
with customers (continued)
For the six months ended 30th June, 2018 (unaudited) HE_ZT—N\NF~A=1+HI1 @A
(REEER)
Exploration
Trading of and selling
mineral of mineral Supply
Segments 7 &b property properties chain Total
BEYE BEWE e #Et
HK$'000 HK$'000 HK$'000 HK$'000

BT T BT T BT T BT T

Trading of 58
— uranium — 231,274 — — 231,274
— electronics and — ETREAM
other products E = = 486,625 486,625
231,274 — 486,625 717,899
The following is an analysis for the Group’s revenue and rE BA ) K 38 14 HA 5 B R B =R [
results regarding the reportable and operating segments for EEDHBMAREEZ 2T :

the current and prior periods:

Six months ended 30th June, 2019 BE-_F—AERNA=THL-<ER
Exploration
Trading and selling
of mineral of mineral Supply

property properties chain  Consolidated
HE HRRHE

BEME BEME s me

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

BETT BETT BETT BETT
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (REER)

Segment revenue 2 EBA 175,977 - 1,011,560 1,187,537

Segment profit (loss) S EFE (F1E) 3,093 (2,860) 8,085 8,318

Unallocated other income RAEZEMKA

and gains Rz 1,107
Central administration costs A 9 17 By ik A% (2,531)
Finance costs %8R (4,574)
Profit before taxation B 75 B g A 2,320
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Notes to the Condensed Consolidated Financial Statements (Continued)

& B AR & B 75 s R Y A ()

For the six months ended 30th June, 2019 &2 =F—/FNA=+HIL1EA

REVENUE AND SEGMENT INFORMATION 3. WERSHER (&
(continued)

Disaggregation of revenue from contracts EFEHNBAMES (&)
with customers (continued)

Six months ended 30th June, 2018 HE-_Z—-N\FAAA=+THLHEA
Exploration
Trading and selling
of mineral of mineral Supply

property properties chain  Consolidated
reE HRREE

BEME BEME Y e

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

BT BT BT BT
(unaudited) (unaudited) (unaudited) (unaudited)
(REEZ) (REEZ) (REEZ) (REEZ)

Segment revenue 2 E A 231,274 = 486,625 717,899

Segment profit (loss) o &AM (B18) 1,469 (3,327) 2,348 490

Unallocated other income ROz EA A

and gains PEE 1,562
Central administration costs ~ F R 7T B A 7R (1,784)
Profit before taxation Bk B A1 Fl 268

Segment profit (loss) represents the profit earned or loss HEAE(BE) S BEELE ZFE
incurred by each segment without allocation of interest HEE PEFEMEBA - FRITEK
income, central administration costs and finance costs. KA EER -
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3. REVENUE AND SEGMENT INFORMATION 3. WHEE o PER (&)

(continued)
Disaggregation of revenue from contracts EFEAWRAMED (&Z)
with customers (continued)
The following is an analysis of the Group’s assets and AEBEERBBERERREED L
liabilities by reportable and operating segment: S zomamT -
30.6.2019 31.12.2018
—E-NEF —E-N\F
~A=+H +=ZA=+—H
HK$'000 HK$'000
BETT ok
(unaudited) (audited)
(REER) (EER)
ASSETS BE
Segment assets DEEE
— Trading of mineral property — REBEYE 13,647 204,636
— Exploration and selling of — R KRIEERE
mineral properties ES 229,700 228,908
— Supply chain — e 376,819 165,822
620,166 599,366
Unallocated corporate assets ROMEHEEE 470,550 11,401
Consolidated assets meBE 1,090,716 610,767
LIABILITIES Bff
Segment liabilities SHEE
— Trading of mineral property — REBEYE 3,216 3,373
— Exploration and selling of — R KRHEREE
mineral properties e 17,611 16,425
— Supply chain — e 191,569 22,629
212,396 42,427
Unallocated corporate liabilities ROEEHEEE 291,677 1,646
Consolidated liabilities o= 504,073 44,073

For the purposes of monitoring segment performance and
allocating resources:

uu\ <t
E.T

o Segment assets include property, plant and equipment,
exploration and evaluation assets, inventories, trade and
other receivables and prepayments and bank balances
and cash which are directly attributable to the relevant
reportable segment.

o Segment liabilities include trade, bills and other payables S
and accruals, contract liabilities and amounts due to
ultimate holding company, an intermediate holding
company and fellow subsidiaries which are directly
attributable to the relevant reportable segment.

CNNC International Limited INTERIM REPORT 2019
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4. TAXATION 4, B8

Hong Kong Profits Tax is calculated at 16.5% of the E 78 F 15 5 5 A M8 HA Fl 29 4% ik 51 8 AR
estimated assessable profit for both periods. No provision for i K LA16.5% 5 & o R M F 5
Hong Kong Profits Tax has been made in the condensed JE AR Tt ) 2 BUOHE Rl 2 TS B4R P
consolidated financial statements as the assessable profits A0 - R R PR G B 7% R 0 A
were wholly absorbed by tax losses brought forward. BB AE -

Under the Law of the PRC on Enterprise Income Tax (the “EIT BIEPEEEMGRE(EEMER
Law”) and Implementation Regulation of the EIT Law, the tax EDMEEREBEBEBGH - F
rate of the PRC subsidiaries is 25%. FARIBH ER25% °

Six months ended
BEAA=+HILA<EAR

30.6.2019 30.6.2018
—E-hE —ZE—)N\F
HK$'000 HK$'000
EETT ok
The (charge) credit comprises: (B0 e B 3E -
PRC Enterprise Income Tax (“EIT") BB RIS
(TEEMBHR] (37) —
Write-back of EIT provision in prior  FHERERER
years 5] £ — 4,978
(37) 4,978
5. PROFIT FOR THE PERIOD 5. HEIAia A

Six months ended

BERA=1THL-<EA

30.6.2019 30.6.2018
—E—-NhE —E—N\F
HK$’'000 HK$'000
BETR VST T
(unaudited) (unaudited)
(REBR) (R ER)
Profit for the period has been arrived 23 A% F & 405 (5t A)
at after charging (crediting): THIEE :
Depreciation of property, plant M- BERZE2TE
and equipment 311 687
Gain on disposal of property, HEWE BERZEZ
plant and equipment Iy 2% (161) -
Net exchange gains ME U 5 5 58 (238) (338)
Interest income FLEMKA (633) (1,562)
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6.

CNNC International Limited

DIVIDENDS

No dividends were paid, declared or proposed during the
current and prior periods. The directors have determined that
no dividend will be paid in respect of the current interim
period.

BASIC EARNINGS PER SHARE

The calculation of basic earnings per share attributable to the
owners of the Company is based on the following data:

i’ =
RAMMRBERDREXN - TR
RRBERERE - EFRRERLAN
7 o SR HRRT 0 AR 2. o
BREXEF

ARARFEBEABESRERRNTIR
BB E

Six months ended

BESA=+HILEREAR

30.6.2019 30.6.2018
—E—NE —E-N\F
HK$'000 HK$'000
BETT BT T
(unaudited) (unaudited)
(REBER) (REEEZ)
Profit for the period attributable to ~ ARQ G #HEA AREEHA
owners of the Company il 2,283 5,246
Number of ordinary shares for the HEESRELRRRZ
purpose of basic earnings per share E@ZE B 489,168,308 489,168,308

EXPLORATION AND EVALUATION ASSETS

The Group's exploration and evaluation assets were mainly
arising from the acquisition of Western Prospector Group Ltd.
during the year ended 31st December, 2009.

On 15th August, 2009, the Mongolian’s Law on Nuclear
Energy and Mongolia’s Law on Implementing Procedures of
the Law on Nuclear Energy (collectively referred to as the
“New Laws"”) came into force. Under the New Laws, the
Mongolia Government has the right to take ownership
without payment of either not less than 51% of the equity
interest in the Group’s Mongolian subsidiaries if the Mongolia
Government’s funding was used to determine the resource
during exploration, or not less than 34% of the equity
interest in the Mongolian subsidiaries if the Mongolia
Government’s funding was not used to determine the
resource during exploration.

INTERIM REPORT 2019
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EXPLORATION AND EVALUATION ASSETS 8. BIERIFEEE(£)

(continued)

The directors of the Company commenced negotiating with
the relevant Mongolian authorities in respect of the
implementation of various provisions under the New Laws
during the year ended 31st December, 2010. Based on
management’s discussions with the relevant Mongolian
authorities and the advice from its Mongolian legal advisers,
the Group will have the right to apply for mining licenses to
mine or extract the resources identified in the relevant areas
covered by the exploration licenses. As at 30th June, 2019,
included in the exploration and evaluation assets is an
amount of approximately HK$211,188,000 (31st December,
2018: HK$211,151,000) of which the Group is currently in the
progress of applying for mining licenses to mine or extract the
resources identified in the relevant areas covered by these
exploration licenses. In the opinion of directors, there is no
legal obstacle for application of such mining licenses.

During the year ended 31st December, 2012, consensus has
been reached between the Company and the relevant
Mongolian authorities that a joint venture will be established
for holding the mining licenses, which are currently under
application, with the Mongolia Government holding 51% of
the equity interest in the joint venture. Upon the completion
of establishment of the joint venture, the Group’s mining
licenses together with the carrying amount of the Group’s
exploration and evaluation assets will be transferred to the
joint venture by way of a shareholder loan. In addition, the
Company has drafted the shareholders’ agreement, joint
venture agreement and memorandum and association of the
joint venture and has commenced negotiation with the
detailed terms of these documents with the relevant
Mongolian authorities and a pre-mining cooperation
agreement was signed on 26th June, 2012 to kick off the
pre-mining activities.

A notice was previously received in January 2014 from the
relevant Mongolian authorities which mentioned that the joint
venture would be expected to be established in 2014.
However, the establishment has been postponed due to
changes in government officials of relevant Mongolian
authorities in 2014, October 2017 and June 2019. Further
negotiations on the terms of the draft joint venture
agreement has been carried out with the new government
officials of relevant Mongolian authorities, and the finalisation
of the joint venture agreement is anticipated to be delayed to
2019. The Group's exploration and evaluation assets will then
be transferred to the joint venture by way of a shareholder
loan upon the completion of establishment of the joint
venture.

RBE-_Z—ZTF+-_A=+—A81L
FE - AQARESECHEBEEHER
REHENEO T ZHEXRAE °
REEEEEFUZHERZMH

HEHZ2ABRZER A&EEBKE
HERE ARG FE - 2 AR
A EER & AT 3% AT R & 2 AR B = A P
BAZER - N-_ZT—HLENA=T
H #FERFHEERRENBE
211,188,000t (= — NF + = A
=+ —H8: #¥211,151,0007T) 1§ &
S EIE ERFBRFETE AR
MZEHIEFF A BATRE 2 A E
NFTERNZER -EERE BE%Z
SRR EREEE L 2ER -

BE-_Z——€+-A=+—8BIt*F
ER ARREEEZHEREH®E
ERUAEDEERED UREEE
EHEBZARGFAE  ME & BiGE
EECEREZ51% o TREYE
EhER AEEZAKRTUEER
AEBHMFERTHEEZREESZMN
BRRERTANERZTEEDE It
Sh ARBIEEBRBRDE A& 0
EBBUREGELXEBEBERRAAR
ER BEHEZRLERRZSEXHZ
HMGETRERER YRZZT—Z=F
NAZTANBETRENSHE EH
FUFARZERERNHES -

AEBAMN-_ZT-—NFE-AEESR
MELERBFH BN EPREA
ERERBEN T —MFERZ > A
M HAEREREERZBFEER =
Z—NE T+t HETHR_F
—NEFERALBRRDY FEKNLEE
A MIELE - E#E A & D %W # < &K
HEg—PHRARKSER MM
BEE®ER HER-Z-HLFxKa
EEEBE AKEUREIHEE
ZEEESRERRILAEREERIN
BRREFRDABRESLRLE -
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8.

CNNC International Limited

EXPLORATION AND EVALUATION ASSETS
(continued)

The Company has continued the negotiation with the relevant
Mongolian authorities and the directors are of the opinion
that the recent changes will not result in significant impact on
the consensus which has been reached previously. In addition,
the management performed an impairment assessment of the
exploration and evaluation assets, and the recoverable amount
of the exploration and evaluation assets is estimated using fair
value less costs of disposal taking into account the recent
negotiation and consensus with the Mongolian authorities,
regulatory requirements in Mongolia and the arrangement for
the Group’s mining licenses. The management considers that
no impairment is required in respect of the exploration and
evaluation assets as at 30th June, 2019.

INVESTMENT IN EQUITY INSTRUMENT AT
FVTOCI/DEPOSIT PAID FOR ACQUISITION
OF EQUITY INSTRUMENT AT FVTOCI

On 12th March, 2018, an indirect wholly-owned subsidiary of
the Company (the “Investor”), Xie He Kong Company Limited
(“XHK"”) and CNNC Financial Leasing Company Limited
("CNNC Leasing”) entered into a Transfer Framework
Agreement, pursuant to which XHK conditionally agreed to
transfer, and the Investor conditionally agreed to accept, the
right to contribute to the registered capital of CNNC Leasing
in the amount of RMB120.19 million and acquire 12.019% of
the registered capital in CNNC Leasing (the “First Tranche
Investment”), at a consideration which is subject to a cap of
RMB3 million. Subsequently, the parties have confirmed the
consideration of the rights to contribute to be RMB2.22
million. CNNC Leasing is a fellow subsidiary of the Company.

On the same day, the Investor and CNNC Leasing entered into
the Investment Framework Agreement, pursuant to which the
Investor conditionally agreed to make an investment of
RMB250 million (the “Second Tranche Investment”), subject to
completion of the First Tranche Investment and capital
contributions of other existing shareholders of CNNC Leasing
and/or other potential investors in relation to the increase of
capital. Upon completion of the First Tranche Investment and
the Second Tranche Investment, together with the capital
contributions of other existing shareholders of CNNC Leasing
and/or other potential investors, the issued and paid-up
registered capital of CNNC Leasing will be enlarged to RMB2
billion and the Investor will hold, in aggregate, not more
than 18.45% of the registered capital in CNNC Leasing.
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INVESTMENT IN EQUITY INSTRUMENT AT 9.

FVTOCI/DEPOSIT PAID FOR ACQUISITION
OF EQUITY INSTRUMENT AT FVTOCI
(continued)

As at 31st December, 2018, the acquisition has not been
completed and is subject to fulfillment of certain terms and
conditions. Transaction costs of HK$2,561,000 in relation to
the acquisition has been incurred and recognised as deposit
paid for acquisition of equity instrument at FVTOCI, and will
be capitalised as part of interests in CNNC Leasing which will
be classified as equity instrument at FVTOCI upon completion
of the acquisition.

On 18th February, 2019, the Investor, as the borrower,
entered into an agreement (the “Facility Agreement”) with a
financial institution for a term loan facility in the principal
amount of up to HK$300,000,000 (the “Loan”) for the
purpose of financing the investments in CNNC Leasing. The
Loan is repayable over a period of 36 months (subject to
extension to 72 months as provided in the Facility Agreement)
from the date of the Facility Agreement.

On 26th February, 2019, the Board of Directors of the
Company announced that, following all of the conditions
precedent under the Transfer Framework Agreement and the
Investment Framework Agreement are satisfied, the
Investments completed. Upon completion of the acquisition,
the Investor holds, approximately 18.45% of the enlarged
registered capital in CNNC Leasing and such equity
investments will be accounted for as equity instrument at
FVTOCI.

As at 30th June, 2019, the fair value of the investment in
equity investment at FVTOCI was derived from the equity
value of the unlisted equity investment based on market
approach with the Equity Value to Net Book Value multiple of
the comparable companies. The significant unobservable input
is the discount rate for lack of marketability to the estimated
Equity Value of the unlisted equity investment. The directors
of the Company considered that the relationship of
unobservable inputs to the fair value of such investment is in
negative relationship that the higher the discount rate, the
lower the fair value.
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10. TRADE AND OTHER RECEIVABLES AND

11.

12.

CNNC International Limited

PREPAYMENTS

The Group allows a credit period of up to 30 days to its trade
customers. The following is an aged analysis of trade
receivables presented based on the invoice date, which
approximated the revenue recognition date at the end of the

reporting period:

10.

EH&%’%EE
e IEU\}SHE'H,\

ﬂ’BJ?”EH&

AEEHRTEESEPIOAMNEE
H- UTHAABRZEHRELEZTE
WHE 5 MR R DA - 3 U
7B HiEE i RS AR R

30.6.2019 31.12.2018
—E—NE —E—N\F
~A=+H +=ZA=+—H
HK$’'000 HK$'000
BETR BT T
(unaudited) (audited)
(REEE) (EER)
Trade receivables — aged 0 to 30 FEWE 5 R — BREROE
days 30H 46,859 21,611
Other receivables H b & W 5RIE 20,974 48,577
Deposits paid =R 109 82
Prepayments T8 5 R I8 — 33,440
67,942 103,710
TRADE, BILLS AND OTHER PAYABLES AND 11. E'ﬁ'gg EERHME
ACCRUALS T RIE AR Bt R
As at 30th June, 2019, approximately HK$21,011,000 of trade —E-NAFA~A=1+H ENES
and bills payables are included in trade, bills and other R ZEHRFRIERE%21,011,0007T (=
payables and accruals (31st December, 2018: Nil). The age of —N\F+ZA=+—8: \)BEAE
the amount was within 30 days at the end of the reporting MBS B &HMEM KB RE
period. FTRR c AR ERME B AR KRE A
30H AR ©
AMOUNTS DUE TO ULTIMATE HOLDING 12. BN BAERAE,—B
COMPANY/AN INTERMEDIATE HOLDING EP?EE&“A:-/H&?MT
COMPANY/FELLOW SUBSIDIARIES B~ [ KA
The amounts due to ultimate holding company, an &~ B 4% 122 AR C—EETERA

intermediate holding company and fellow subsidiaries are
unsecured, interest-free and repayable on demand.

INTERIM REPORT 2019
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13. BANK BORROWINGS 13. 8RITBE

During the period, the Group raised new bank borrowings of
approximately HK$396,497,000 (six months ended 30th June,
2018: Nil), which comprised of short-term borrowings and
long-term borrowings amounted to approximately
HK$108,086,000 and HK$288,411,000 respectively. The
proceeds of new bank borrowings were used to finance
subscription of investment in equity instrument at FVTOCI
stated in Note 9 and daily operation of the Group. These
bank borrowings bear variable-rate interests at a premium
over London Interbank Offered Rate, Loan Prime Rate or Hong
Kong Interbank Offered Rate or prevailing lending rate quoted
by the People’s Bank of China, as appropriate, which is
ranged from 3.39% to 5.00% per annum.

As at 30th June, 2019, investment in equity instrument at
FVTOCI of approximately HK$462,931,000 were pledged to
banks to secure general banking facilities granted to the
Group.

HA - AEEBEEFNBTEELSE
396,497,000 (B &= - — NFE N A
=F+HIEANEAR &) 55 eEEE
BE R KEEE%%5%108,086,0007T
N 78 %288,411,0007T ° FIRITEEH
FIBRERARREEESCURBEZEAT
Bt AHM2EKkE 2 RETALRE
(RME) RAEENAEEE - %5
BITEIESRERBRTERERSE
EREEMNERBBRITRAERE K
B A RIBITATHRIATTE KA R %
A EEENTFE F339%E
5.00% °

R-TE—AFNA=1+H RAFE
AARMEEREZRETAEEZELD
75 #462,931,0007c B AR FERITIEA
REBMER —RRITHRE RN o

14. SHARE CAPITAL 14. |& 7
Number of
ordinary shares Amount
TERYE k]
HK$'000
BT T
Ordinary shares of HK$0.01 FREAESE.00ITTZ
each LB
Authorised: AT
At 1st January, 2018, RZE—NF—H—8"
31st December, 2018 —T-—N\&+=-_A=+—H
and 30th June, 2019 RZF—-—NFAA=+H 1,000,000,000 10,000
Issued and fully paid: ERETREE :
At 1st January, 2018, RZZE-—N\F—-—H—8"
31st December, 2018 - N\F+=ZA=+—H
and 30th June, 2019 MZZE—-NFRA=+H 489,168,308 4,892
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15. FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS

The fair value of financial assets are determined as follows:

Investment in an equity instrument at FVTOCI are measured at
fair value at the end of each reporting period. The following
table gives information about how the fair values of these
financial assets are determined (in particular, the valuation
technique(s) and inputs used), as well as the level of the fair
value hierarchy into which the fair value measurements are
categorised (levels 1 to 3) based on the degree to which the
inputs to the fair value measurements is observable.

. Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities;

o Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from
prices); and

o Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

As at 30th June, 2019, the fair values of the Group’s
investment in equity instrument FVTOCI of approximately
HK$462,931,000 (31st December, 2018: Nil) is based on Level
3 measurement using the valuation technique described in
Note 9.
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15. FAIR VALUE MEASUREMENT OF 15. éﬁmlﬂﬁ¥{32ﬁ'§
FINANCIAL INSTRUMENTS (continued) (%)
Reconciliation of Level 3 fair value ERMIAEE=RAFENE
measurement of financial instrument B ¥ BR

Investment in
equity instrument

at FVTOCI
BAEETA
Hhzmixz
BREIARSE
HK$'000
ST T
At 1st January, 2019 (audited) RZE—-—NFE—A—B &%) —
Subscription REEEIE 446,085
Fair value gain (note) N E W= (B EE) 16,846
As at 30th June, 2019 (unaudited) RZZE—NFNA=THEREER) 462,931
note: Included in other comprehensive income is revaluation gain of Hat: EME2EREREE[REHNAEE
approximately HK$16,846,000 relating to unlisted investment in 16,846,0007T * H A BN RS BARFT#E
equity instrument using Level 3 measurement held at the end of the ERE=MRFTEZIFLLTRELAR
reporting period and is reported as changes in FVTOCI reserve. BEREFRARAFEFTAEMEER
miEE2E -
There were no transfers between the different levels of the KNEE A FEE RSz FEER -
fair value hierarchy for the current period.
16. RELATED PARTY TRANSACTIONS 16. BERFXRS
Apart from the related party transactions and balances Br 7 I BRAR & B 7% S 2k E i 20 9 P B2
disclosed elsewhere in the condensed consolidated financial B2BELIRGRESIN  AEER
statements, the Group had the following significant related HANBULTEABERIRZS
party transaction during the period.
(i) Remuneration of directors and other () EERHEMTFEEERE
members of key management REZHME
The remuneration of directors and other members of HRNEERAEMEEZEEEK
key management during the period was as follows: BzMEmT

Six months ended
BE~A=+HLA<EA

30.6.2019 30.6.2018

—8-n% —2-N%

HK$'000 HK$'000

BT BT I

(unaudited) (unaudited)

(REERZ) (REEZ)

Short-term benefits 5 89 AE F 1,698 948
Post-employment benefits RRIE 48 T 27 9
1,725 957

2019 FHIRE R RERAERA T 31
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16. RELATED PARTY TRANSACTIONS

(continued)

(i)

(i)

(iii)

CNNC International Limited

Remuneration of directors and other
members of key management
(continued)

The remuneration of directors and key executives is
determined by the remuneration committee having
regard to the performance of individuals and market
trends.

Transactions and balances with PRC
government-related entities in the PRC

The Group operates in an economic environment
currently pre-dominated by entities controlled, jointly
controlled or significantly influenced by the PRC
government.

In addition, the Group itself is part of a larger group of
companies under CNNC which is controlled by the PRC
government. The balances are disclosed in the
condensed consolidated statement of financial position

in page 13.

The Group has also entered into various transactions,
including deposits placements with certain banks and
financial institutions which are PRC government-related
entities in its ordinary course of business. The directors
of the Company are of the opinion that except as
disclosed above, transactions with other PRC
government related entities are not significant to the

Group’s operations.

During the six months ended 30th June, 2019, the
Group paid rental expenses of HK$131,404 (six months
ended 30th June, 2018: HK$147,398) to fellow
subsidiaries of the Company, which are subsidiaries of
CNNC, for its office in the PRC.
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16. BERFXRS (&)

(i)

(ii)

(iii)

ESRHMETEEEE
BB Z2ME (&)

EERTETBRABZHMET
MEMZESLEFRBEAARSR
NG BEREE -

A Fp [ B2 A B DR A AE R
ERZRZRAEER

I P 42 161~ Hﬁﬂiﬁﬁ
ﬁikw‘ﬁZE% e

N REBAG P EEE
BTREZARKEZ— WP
REBXHBEBFES A
RBRBEBERNEIBEMBER M
BARARK °

REBIIPR —MEKBEFHE
ETEREBRFHEBER 2R
TREBMEEITLZERS -
RARREERAE B EXHE
AN - B2 E b AR B BR AT AE B E AR
ZREGUAEBEBEWTEE o

HE-_ZT-NAEX~A=1+AHL
NEA AN EHE AR P E
ZHEBREEARDRRS R B
AR NP ZEBZ2HEBR
A 7 & B 2B #5131,4047T
(BEZZ—/N\F~A=1+HIE
NE A : B%147,3987T) o



Unit 3009, 30th Floor
No.118 Connaught Road West
Hong Kong

Tel: (852) 2598 1010
Fax: (852) 2598 6262
Email: info@cnncintl.com
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