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Financial Highlights
MBRE

Six months ended 30 June

BEAA=TRHILLAEA

2019 2018

—E-hEF —ET-N\EF

HK$’000 HK$'000

FBx FHET

Revenue g 491,579 178,887

Gross Profit E 12,742 71,050

Loss before Tax MR AT 18 (257,553) (235,424)
Loss Attributable to Equity Holders of N2 BI#EzE A A

the Company FEfh B8 (257,542) (235,322)
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Management Discussion and Analysis

OPERATING ENVIRONMENT ANALYSIS
Impact of Export Ban

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

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

In the throes of the Export Ban, the ore trading business
of the Group continued to suspend in the first half of
2019.

Besides the direct impact on the ore trading business, the
Export Ban also adversely affected the manufacturing of
iron and special steel products. These put the Group in a
predicament as the Group had to purchase the ores from
the PRC market with volatile ore price fluctuation, which
in turn affected our cost of manufacturing of the iron and
special steel products.

Interim Report 2019
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Management Discussion and Analysis

THBIRE S

Operating environment in the first half of 2019
The steel product price fluctuated during the period of
2019.

Despite the rebound of the PRC steel market since
2016, we remain conservative about the steel market
in the PRC in the short term due to the continuation of
over-supply and the persisting weak steel price under
fierce competition in the steel market. Although the PRC
government started implementing certain policies to
weather through the over-supply situation, we expect
that the prices of iron and steel products will continue to
fluctuate in the near future. However, in the long term, we
expect the global economy will gradually recover and the
economy of the PRC will maintain its healthy growth trend.
Going forward, domestic market in the PRC will become
quality-oriented, which will impose higher requirements
on products in terms of environmental-friendliness, safety
and durability, sustainability and recycling. We expect that
the quantitative demand for high quality steel products
will increase significantly in the long run, and product
development will incline to the high-end market.

To capture these business opportunities, the Group
has shifted to the production of high quality iron and
special steel products through the application of more
environmental-friendly production method. Moreover,
the Group completed the innovation on the new “high-
strength special steel” product in 2014 which can be
applied to bridge construction, offshore oil platform
construction, marine construction, ship construction,
power transmission engineering and marine transport
facilities. The Directors believe that the *high-strength
special steel” product can contribute substantially to
the Group’s future operating profits upon the successful
continuing exploration, development, recognition and
application of the new “high-strength special steel”
products in the PRC steel market in the near future.
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Management Discussion and Analysis

BUSINESS REVIEW

Project Progress

In Indonesia

On each of 11 March 2018 and 8 June 2018, the
Group entered into a sale and purchase agreement
with Mr. Sun, who is an indirect shareholder of the
Subscriber, pursuant to which the Group agreed to sell
an aggregate 14% equity interest in SEAM to Mr. Sun at
an aggregate consideration of RMB420 million (equivalent
to approximately HK$477.4 million) conditional upon,
amongst others, obtaining approval from shareholders
of the Company at an extraordinary general meeting and
resumption of trading of the Company’s shares.

Along with the disposal of 14% equity interest in SEAM,
the Group is actively assessing the available financing
sources and considering any possible alternatives,
including but not limited to, co-operation with local
enterprises or PRC giant steel manufacturer for building
up special steel mills in Indonesia.

Business Development

Ore trading business

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

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

Interim Report 2019
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Management Discussion and Analysis

THBIRE S

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

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

Special steel-making operations

For the special steel-making operations of the Group,
sales volume increased enormously as compared to the
corresponding period in 2018 whereas the profit margins
lowered during the period. Yongtong Special Steel
continued to provide sub-contracting services to external
customers by utilisation of its existing production capacity
for enhancing its cash flow position and generating stable
revenue. During the period, the Group recorded sub-
contracting service income amounted to HK$17.3 million.

In August 2018, in order to explore different avenues
to further enhance the business operation, the Group
entered into a strategic cooperation agreement (the
“Cooperation Agreement”) with a strategic partner (the
“Strategic Partner”), pursuant to which the Group agreed
to provide its fixed assets and the Strategic Partner
agreed to provide management personnel, technical
support and a loan of not more than RMB100 million for
production of the steel products by utilising the production
plants of the Group. Pursuant to the Cooperation
Agreement, the Strategic Partner has undertaken
enhancement work on the production plants of the
Company in order to strengthen the existing production
capacity and its efficiency and the enhancement work has
been substantially completed.
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Management Discussion and Analysis

In addition, pursuant to the Cooperation Agreement, the
Strategic Partner shall pay a fixed sum of processing
management fee when the Group’s production reaches
the minimum level as stipulated in the agreement.
Although the Group duly provided the relevant service
to the Strategic Partner during the reporting period,
the calculation of the management fee, as well as the
payment arrangement, have not been agreed with the
Strategic Partner. As a result, the income under this
processing arrangement has yet to be recognised and
accounted for in the interim condensed consolidated
financial information. The Group is currently negotiating
with the Strategic Partner for the fee arrangement
and the Directors believe that an agreement as to the
measurement of the management fee can be reached in
the second half of 2019 and accordingly, 2019 financial
results may be affected if the fee arrangement ultimately
reached.

We expect while the keen competition in the steel
market of the PRC will continue in 2019, the demand
for steel products will gradually pick up. Following the
Environmental Protection Bureau taking measures to
monitor and control the air pollution index since 2016, we
expect the environmental protection issues will continue
in 2019 and the supply of the stainless steel products
market may be affected. Therefore, the Group will take
this opportunity to produce substantially the stainless
steel products in demand in near future. The Group is
also proactively developing and launching new high-value-
added special steel products and identifying PRC and
overseas markets with growth potentials to strengthen our
product portfolio and reduce the market concentration
risk.

Interim Report 2019
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Management Discussion and Analysis

THBIRE S

Sorbite High Strength Stainless Structural Steel
(“S600E”)

Following the patent of S600E being approved by the
China National Intellectual Property Administration in April
2019, the Standardisation Administration of the PRC
published national product standard GB/T 37430-2019 on
SB600E in May 2019. In June 2019, a launching ceremony
of a sub-contracting factory of a third party steel company
with production capacity of approximately 500,000 tonnes
per annum for the production of S600E was held in
Henan province. On 29 July 2019, the Company entered
into a sales agency agreement with the third party steel
company, pursuant to which the Company conditionally
agreed to authorise such third party steel company as an
agent company to sell its SBO0E product series in certain
designated regions in the PRC for a renewable license
period of three years up to 30 June 2036.

The Company continues to secure further manufacturing
capacities to swiftly commercialise the use of S600E by
way of authorising third party manufacturers at an agreed
royalty.

The Directors believe that the above arrangements, if
materialised, will further enhance the financial position and
operational performance of the Group.

Financing Arrangement

As at 30 June 2019, the Group had net current liabilities
of approximately HK$4,295.5 million. The Group has been
actively negotiating with the PRC and overseas banks and
institutional investors for new borrowings and renewal of
existing borrowings when they fall due. During the period,
the Group had successfully obtained bank and other
borrowings of HK$71.7 million to finance its operation and
for repayment of its borrowings when they fall due.

10 SREREABRERERAF

FREEETHAA#EH ([S600E /)

RSBOOEH TN —ZFE— N E FER
EERAMHEREBIER  FEEREZ
EEBZEER T NERAH
SBOOEA 1 B =R 2 f 1R 2 GB/T 37430-
2019 - MRZE—NF A —HE=H
SN B 2 £ ESBOOEZ EfE AT F
#9500,000/2 B8 2 N T 55 5 7o g 4 42
THRERE - R_ZT—AFEtA=1+h
B AQREZE=FME QR
EREWGE  REZME AARABIK
iR EREZFE=ZAMEABES
REABEFRE TEEERNEE
AN EIHISB00ER R 51 E fb o (RIBHAMR
B-FEWAEH EE_T="F~A
=t+H-

AAREBANTEFEERES =
FAEER  BEFEE S ERRRIT
SGOOEM{F A %1k »

EER/ AL -BER  HE—F
Hoa RSB MBI 2 ERR -

RE R

R-ZBE—-AENA=+H REEZR
B EFEL B429558 BB TN
SEEREGERITNERREEE AT
B30 B B R B INRITIA R EIE
REERFAERN - BN AELEC)EF
BENM7EEETZ BT REMES
DB HEEES REETIBEE-

—E-NEhHRE



Management Discussion and Analysis

In addition, based on the framework agreement with a
potential investor for the disposal of 30% equity interest
of SEAM, a wholly-owned subsidiary of the Group, the
aggregate consideration will be approximately US$150
million (equivalent to approximately HK$1,170 million). The
transaction is still in progress or may be modified in near
future (currently under negotiation with relevant parties)
due to the rapid change in operating and regulatory
environment of SEAM, and the potential investor needs
more time for conducting due diligence work.

On each of 11 March 2018 and 8 June 2018, the
Group entered into a sale and purchase agreement
with Mr. Sun, who is also an indirect shareholder of the
Subscriber, pursuant to which the Group agreed to sell an
aggregate 14% equity interest in SEAM to Mr. Sun at an
aggregate consideration of RMB420 million (equivalent to
approximately HK$477.4 million).

Subscription

References are made to the announcements of the
Company dated 7 March 2016, 11 June 2018 and 2
October 2018 in respect of, among other things, the ()
proposed issue of Subscription Shares under the Specific
Mandate; (i) application for the Whitewash Waiver; and
(iiiy Special Deal (the “Subscription Announcements”).
Unless otherwise stated, capitalised terms used in this
announcement shall have the same meanings as defined
in the Subscription Announcements.
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Management Discussion and Analysis

THBIRE S

Subscription Agreement

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

12

approval from the Company’s shareholders, or
independent shareholders when appropriate, for (i)
allotment and issuance of the Subscription Shares;
(i) a Whitewash Waiver; and (i) a Special Deal, at
the EGM;

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

the consent from the SFC in relation to the Special
Deal;

approval of resumption of trading of the
Company’s shares, and listing of the Subscription
Shares from the Stock Exchange (which was
subsequently waived by the Subscriber during the
year ended 31 December 2018); and
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Management Discussion and Analysis

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

On 21 May 2018 and 10 June 2018, the Subscriber,
the Company and Mr. Dong Shutong entered into the
Supplemental Subscription Agreements, pursuant to
which the Subscriber, the Company and Mr. Dong
Shutong, being the chairman and executive Director of the

BRRIBG

Company, agreed to supplement and/or amend certain 173 2 & TIEFR G T
terms and conditions of the Subscription Agreement as

follows:
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Management Discussion and Analysis

THBIRE S

Conditions Precedent
Pursuant to the Supplemental Subscription Agreements:

M

14

The conditions precedent to Completion as
contemplated under the Subscription Agreement
(as set out in the section headed “Conditions
Precedent” in the Company’s announcement
dated 7 March 2016), which require (i) approvals
by the Shareholders, or Independent Shareholders
when appropriate, at the EGM; (ii) grant of
the Whitewash Waiver by the Executive to the
Subscriber; and (i) consent to the Special Deal
by the Executive, are expanded to include all
the necessary Shareholders’ or Independent
Shareholders’ approval(s) and waiver(s)/
consent(s) by the Executive in relation to not
only the Subscription but all the transactions and
arrangements contemplated under the Resumption
Proposal.

Subject to all the other conditions precedent
to Completion having been satisfied or waived
(if applicable) before the Long Stop Date,
the Subscriber agreed to waive the following
conditions:

(i) a written confirmation having been given
by the Stock Exchange and the SFC (if
applicable) confirming that they have no
further comments on the announcement in
relation to the resumption of trading in the
Shares on the Stock Exchange and/or the
Resumption Proposal; and

(ii) the approval of resumption of trading
in the Shares having been obtained
from the Stock Exchange (subject to
other Resumption Conditions having
been satisfied and such Resumption
Conditions not having adverse effect on
the transactions contemplated under the
Subscription Agreement or the right of the
Subscriber thereunder), and such approval
not having been revoked.
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Management Discussion and Analysis

Settlement of consideration

The Subscriber will pay no more than HK$150 million (as
set out in the section headed “Use of proceeds and future
business plan” in the Company’s announcement dated
7 March 2016) directly to the designated trust account
of, or such other account as directed by, the scheme
administrator pursuant to the Debt Restructuring under
the Resumption Proposal on the Completion Date, subject
to all the Conditions Precedent having been satisfied or
waived (as the case may be).

Post-completion obligation of the Company

The Company must fulfil the following conditions
(“Post-completion Obligation”) within 2 months from
the Completion Date or on or before 5 October 2018,
whichever is later (“Post-completion Long Stop Date”):

0] all the Resumption Conditions and the conditions
set out in the 2017 LRC Decision Letter (including
any other resumption conditions as imposed or
amended by the Stock Exchange from time to
time) having been satisfied in full; and

(ii) the approval from the Stock Exchange to the
resumption of trading in the Shares having been
obtained and such approval not having been
revoked.

In the event the Company fails to fulfil the Post-completion
Obligation on or before the Post-completion Long Stop
Date or such later date as the parties to the Supplemental
Subscription Agreements may agree, the Company shall,
subject to the applicable rules and regulations, use its
best endeavours to facilitate the Subscriber to receive in
cash an amount equivalent to the sum of (i) the actual
consideration paid by it under the Subscription, and (i)
10% of such actual consideration paid (being the finance
costs and administrative expenses incurred in connection
with the Subscription) (together, the “Agreed Amount”) on
or before the expiration of the 18th months from the Post-
completion Long Stop Date (the “Due Date”).
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Management Discussion and Analysis

THBIRE S

Such endeavours shall not involve any transfer of Shares
from the Subscriber to the Company, Mr. Dong Shutong
and/or any other person which will trigger any obligation
to make a mandatory general offer to the Shareholders
under Rule 26.1 of the Takeovers Code by any person.

Guarantee

The Company’s Post-completion Obligation and
its obligation to facilitate the Subscriber’s receipt of
the Agreed Amount on or before the Due Date are
unconditionally and irrevocably guaranteed by Mr. Dong
Shutong. In the event the Subscriber fails to receive the
Agreed Amount in full on or before the Due Date, Mr.
Dong Shutong, being the guarantor, shall be obligated
to pay to the Subscriber the shortfall of the Agreed
Amount together with interest thereon calculated at the
rate of 0.05% per calendar day and accruing from the
Due Date up to (and including) the date on which the
Agreed Amount is paid in full. Such guarantee shall not
involve any transfer of Shares from the Subscriber to Mr.
Dong Shutong and/or any other person which will trigger
any obligation to make a mandatory general offer to the
Shareholders under Rule 26.1 of the Takeovers Code by
any person.

Save as disclosed above, other terms and conditions of
the Subscription Agreement remain unchanged.

Long Stop Date

The long stop date of the Subscription is 31 December
2019 or such other date as may be agreed by the
Company and the Subscriber in writing from time to time.

Update on the status of the Debt Restructuring
Proposal

Bonds

References are made to the announcements of the
Company dated 30 May 2016, 24 June 2016 and 7 July
2016 regarding the convening of Meetings and Adjourned
Meetings of Bondholders (the “Bond Announcements”).
Capitalised terms used herein have the same meanings as
those defined in the Bond Announcements unless defined
otherwise.
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Management Discussion and Analysis

Since December 2014, the Group had continuous default
in payment of due interest and principal under the terms
and conditions of the Bonds, the default may trigger a
cross-default in accordance with respective terms and
conditions of the Bonds. In such an event, DB Trustees
(Hong Kong) Limited, in its respective capacities as trustee
for the holders of the Bonds is entitled to, amongst other
things, accelerate the Company’s obligations under the
Bonds and declare the outstanding principal amounts of
the Bonds to be immediately due and payable, together
with outstanding interest and all other sums payable.
Upon the passing of the Extraordinary Resolutions by the
Company on 21 June 2016 and 6 July 2016, no Senior
Bondholder or Convertible Bondholder shall demand
repayment of any amount due under such Bonds or take
any action to enforce the payment of monies or exercise
any other right thereunder or otherwise take any action
against the Company whether or not under the terms
and conditions of such Bonds or request or require the
relevant bonds trustee to take any action against the
Company from the date of the Extraordinary Resolutions
to (and including) the date upon which the Schemes are
implemented.

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

THBIRE S

Background of the meetings of the Bondholders

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

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

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

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

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

and unpaid, on the Bonds; and

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

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

Management Discussion and Analysis

THBARES W

EFFEAXE

Separate meetings of the Convertible Bondholders, the  ARBIEAMABRBREFFEA BX
Senior Bondholders and the 10% Bondholders were  E##HH A RI10EEHFTE ABILKX
convened by the Company to consider and, if thought fit, & UZE LB RBAUBKESSE
pass separate extraordinary resolutions of the Convertible A - BLEHFE ARI0BEHFEFE A
Bondholders, the Senior Bondholders and the 10%  (fRIERME) KB ERRZEZE (T4
Bondholders, as the case may be (the “Extraordinary — BIR#HZE]) :

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

to approve the terms of the Debt Restructuring
Proposal; and

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

THBIRE S

Results, adjournment and dissolution of the meetings of
the Bondholders

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

The Company announced that:

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

the Meeting of the Senior Bondholders convened
and held at 11:00 a.m. (Hong Kong time) on 21
June 2016 was quorate at the first calling and
the number of votes cast at such Meeting was as
follows:
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BIIBEABEFRFAEARERE
RBRAREEEEAS  BEAX
GHERERANEHLOT :

FOR AGAINST
=421 %5
Total number of votes cast BEBE 14,270 104
Votes as a percentage of BEL2HMBREHED
all votes cast (%) B 7 (%) 99.28% 0.72%
Votes as a percentage of BEL2IHREREL
all outstanding BEHHE DL (%)
Senior Bonds (%) 91.24% 0.67%

As at least three-quarters of the votes cast at
the Meeting of the Senior Bondholders were
cast in favour of the Extraordinary Resolution,
the Extraordinary Resolution put forward to the
Senior Bondholders was passed, and will become
effective subject to the Extraordinary Resolution
to be considered by the Convertible Bondholders
also being passed at the adjourned Meeting
of the Convertible Bondholders (or any further
adjournment thereof). No holder of the Senior
Bonds was required to abstain from voting on
the Extraordinary Resolution at the Meeting of the
Senior Bondholders; and
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(c)  as a quorum was not present at the Meeting of (o) AR=ZZE—A~"FA=+—AHL
the 10% Bondholders convened and held at 11:30 FH—RK=+5 (EBKM) M
a.m. (Hong Kong time) on 21 June 2016 after 15 BRRBITIOBEFFAEAKR
minutes since the time appointed for holding such ERBEASEERITRER
Meeting, as agreed by the Company and the 10% 159 8E1% - REBIETEAH
Bonds Trustee, such Meeting was dissolved in HE Bt AR R EI0EE
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Results of the adjourned meeting of the convertible
bondholders

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

The Company announced that the adjourned Meeting of
the Convertible Bondholders convened and held at 10:30
m. (Hong Kong time) on 6 July 2016 was quorate and
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the number of votes cast at such adjourned Meeting was ~ TEAE BETHAES HIRERRNE
as follows: T
FOR AGAINST
B =¥
Total number of votes cast LEEE 1,446 285
Votes as a percentage of BREE2HAREH
all votes cast (%) B 5 (%) 83.54% 16.46%
Votes as a percentage of BE2IHREEATRR
all outstanding BEHHE DL (%)
Convertible Bonds (%) 77.28% 15.23%

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

The Extraordinary Resolution put to the Meeting of the
Senior Bondholders which was passed on 21 June 2016
has also become effective from the time the Extraordinary
Resolution put to the Convertible Bondholders at the
adjourned Meeting of the Convertible Bondholders was
passed.
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Management Discussion and Analysis

Scheme meetings

Following the passing and effectiveness of the
Extraordinary Resolutions on 6 July 2016, the Company
prepared the necessary documents to submit to the
courts for the creditors’ approval and court sanction
for the Cayman Scheme and Hong Kong Scheme
under the Debt Restructuring Proposal. As disclosed
in the Company’s announcements, completion of the
Subscription is conditional upon, among other things, the
approval of the Schemes by the courts under the Debt
Restructuring Proposal. The application to the courts
and the approval of the Schemes by the creditors at the
Scheme Meetings will be the next steps towards the
satisfaction of the condition precedent to completion of
the Subscription.

On 3 July 2018, the Company received a letter from
Stock Exchange which stated that the Listing Committee
was not satisfied that the Company had fully met the
conditions set out in the 2017 LRC Decision Letter and
decided to cancel the Company’s listing status under
Practice Note 17 to the Listing Rules. The Board strongly
disagrees with such LC Decision. More importantly, due
to the uncertainty given rise by the LC Decision, the
court convening hearings in relation to the Schemes for
the Grand Court of the Cayman Islands and the High
Court of Hong Kong, which were originally scheduled for
3 July 2018 and 10 July 2018 respectively, have been
adjourned, and the implementation of the Resumption
Proposal and thus the fulfilment of all resumption
conditions has been adversely affected.
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THBIRE S

FINANCIAL REVIEW

Turnover and sales volume

Major income of the Group were manufacturing of ferro-
nickel alloys, Ni-Cr alloy steel ingot and stainless steel
products and sub-contracting services. The table below

Bt 5 B R

EREREE

AEBZ TBZPANRBEREES 17
KeaeMERTHHERRBEANSR
TR e TREIIAREERNAR

sets out the turnover and sales volume of our products for ~ Eiffi Z & ¥R i E -
the periods indicated:
Turnover EEE
2019 2018
—E-hF —E-N\F
First Half First Half
ok X3 F¥F
HK$’000 % HK$'000 %
FET FET
Iron and Steel Products: $# &M E:
Ni-Cr alloy steel ingot RERE ST 453,409 92 40,680 23
Stainless steel products TEME®R 11,862 2 60,437 34
Ferro-nickel alloys and others #8284 & K& E 9,052 2 44,189 24
474,323 96 145,306 81
Sub-contracting services 1T R 17,256 4 33,581 19
Total et 491,579 100 178,887 100
Sales volume HE
2019 2018
—E-hF —E—N\F
First Half First Half
E¥eg E¥F
(tonnes) % (tonnes) %
(mg) (AWE)
Iron and Steel Products: &R ME R :
Ni-Cr alloy steel ingot IR A e 125,964 66 8,520 7
Stainless steel products THIME MR 3,223 2 15,311 14
Ferro-nickel alloys and others $£#4 & & E At 2,683 1 14,489 13
131,870 69 38,320 34
Sub-contracting services 11T R 59,603 31 74,391 66
Total Hat 191,473 100 112,711 100
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Management Discussion and Analysis

In the first half of 2019, the turnover of the Group
recorded an increase of HK$312.7 million, or 174.8%, to
HK$491.6 million (2018: HK$178.9 million) mainly due to
increase in sales of Ni-Cr alloy steel ingot.

Sales of Ni-Cr alloy steel ingot was increased by
HK$412.7 million or 1,014.0% to HK$453.4 million (2018:
HK$40.7 million). The sales volume was increased by
117,444 tonnes, or 1,378.5% to 125,964 tonnes (2018:
8,520 tonnes). The average selling price per tonne was
decreased by HK$1,175, or 24.6% to HK$3,600 (2018:
HK$4,775).

Sales of stainless steel products was decreased by
HK$48.5 million or 80.3% to HK$11.9 million (2018:
HK$60.4 million). The sales volume was decreased
by 12,088 tonnes or 78.9% to 3,223 tonnes (2018:
15,311 tonnes). The average selling price per tonne was
decreased by HK$267 or 6.8% to HK$3,680 (2018:
HK$3,947).

Sales of Ferro-nickel alloy steel ingot and others was
decreased by HK$35.1 million or 79.4% to HK$9.1 million
(2018: HK$44.2 million). The sales volume was decreased
by 11,806 tonnes or 81.5% to 2,683 tonnes (2018:
14,489 tonnes). The average selling price per tonne was
increased by HK$324 or 10.6% to HK$3,374 (2018:
HK$3,050).

Sub-contracting service income from an external
customer was decreased by HK$16.3 million or 48.5%
to HK$17.3 million (2018: HK$33.6 million). The sales
volume was decreased by 14,788 tonnes or 19.9% to
59,6083 tonnes (2018: 74,391 tonnes). The average selling
price per tonne was decreased by HK$161 or 35.7% to
HK$290 (2018: HK$451).

The decrease in sub-contracting service income was

mainly due to the enhancement works performed during
the period.
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THBIRE S

Cost of sales

The cost of sales in 2019 was increased by HK$371.0
million, or 344.2%, to approximately HK$478.8 million
(2018: HK$107.8 million). The increase in cost of sales
was consistent with increase in sales.

Gross profit

The Group’s recorded a gross profit amounted to
HK$12.7 million in 2019 (2018: HK$71.1 million). The
gross profit margin in 2019 was 2.6% (2018: 39.7%).
The gross profit margin fluctuated mainly because of the
market price changed on different product mix during the
period.

Other gains

The gains of HK$13.6 million (2018: HK$1.9 million)
in 2019 were mainly composed of gain on disposal of
property, plant and equipment and rental income.

Selling and distribution expenses

Selling and distribution expenses in 2019 were increased
by HK$7.6 million, or 1,085.7%, to HK$8.3 million (2018:
HKS$0.7 million), representing 1.7% of turnover (2018:
0.4%).

Administrative expenses

Administrative expenses in 2019 were decreased by
HK$28.8 million, or 30.7%, to HK$64.9 million (2018:
HK$93.7 million). The significant improvement in
administrative expenses was mainly due to the continuing
implementation of the cost control measures, the
optimization of workers and staffs salaries and welfare
policies and the re-engineering of certain fixed overhead
allocation method upon the Strategic Partner’s personnel
involvement and technical support.

Finance costs

Finance costs in 2019 were decreased by HK$3.4 million,
or 1.6%, to HK$210.6 million (2018: HK$214.0 million).
Decrease in finance cost was mainly due to repayment of
certain loans with higher interest rate in 2018.
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Management Discussion and Analysis

Loss before income tax

As a result of the factors discussed above, the loss before
income tax for the six months ended 30 June 2019
was HK$257.6 million (2018: HK$235.4 million). The
Groups loss before income tax margin was 52.4% (2018:
131.6%).

Income tax expense

The applicable Hong Kong profits tax rate of the Company
and its subsidiaries which operate in Hong Kong is 16.5%
based on existing legislation. The entities within the Group
which operate in the PRC are subject to corporate income
tax at rate of 25% for the six months ended 30 June
2019.

Loss for the period and loss attributable to
shareholders

As a result of the factors discussed above, the Group'’s
2019 loss for the period was HK$257.6 million (2018:
HK$235.4 million) and the 2018 loss attributable to
owners of the Company was HK$257.5 million (2018:
HK$235.3 million).
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Key financial ratios FEMBKLE R
Six months Year
ended ended
30 June 31 December
2019 2018
Bz BHE
—B-hEF —E-N\F
Notes RXA=+H +ZA=1+—H
Bt 5 WEREA IEFE
Current ratio BN 1 15% 9%
Inventory turnover days FEAEAH 2 74 daysH 153 daysH
Debtor turnover days FEUBR U EE B # 3 5 daysH 63 daysH
Creditor turnover days FERERFEE B 4 106 daysH 167 daysH
Interest cover BFEF SEH 5 -0.2timef%  -0.5 timesf&
Interest-bearing gearing ratio FFEERAGL X 6 -175% -207%
Net debt/Capital and SFREEARR
net debt ratio FARBELE 7 143% 137%
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THBIRE S

Notes:

1. Current assets/current liabilities X 100%

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

38 Trade receivables/turnover X 181 days or 365 days

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

6. Interest-bearing loans and other borrowings (including

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

7. Net debt*/Capital and net debt X 100%

* Net debt included bank and other borrowings, convertible
bonds (the liability component), trade and notes payables and
other payables and accruals less cash and cash equivalents
and pledged time deposits.

Property, plant and equipment
Property, plant and equipment as at 30 June 2019
mainly comprised plant and machinery. The increase in
balance by HK$24.6 million or 6.2% to HK$420.1 million
(2018: HK$395.5 million) was due to addition, net off by
depreciation charges for the period.

Intangible asset

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

Inventories

The inventory turnover days were decreased from 153
days in 2018 to 74 days in 2019. As at 30 June 2019,
inventories balance was increased by HK$10.0 million,
or 5.4%, to HK$194.7 milion (2018: HK$184.7 million).
Increase in inventory balance coped with the increasing
sales activities.
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Management Discussion and Analysis

Trade receivables

The debtor turnover days were decreased from 63 days
in 2018 to 5 days in 2019. As at 30 June 2019, trade
receivables balances were decreased by HK$63.6 million,
or 82.6%, to HK$13.4 million (2018: HK$77.0 million)
mainly because of substantial repayment of 2018 debts
from customers during the period ended 30 June 2019.

Prepayments, deposits and other receivables

As at 30 June 2019 prepayments, deposits and other
receivables balance was increased by HK$159.7 million,
or 114.7%, to HK$298.9 million (2018: HK$139.2 million).
The increase in balance was mainly due to increase in
prepayments to other suppliers.

Cash and cash equivalents and pledged time
deposits

The aggregate amount of cash and cash equivalents and
pledged time deposits was increased by approximately
HK$26.7 million, or 620.9%, to HK$31.0 million as at 30
June 2019 (2018: HK$4.3 million).

Assets classified as held for sale

Assets classified as held for sale represent certain
property, plant and equipment and the related prepaid
land lease payments of the Group located in Lianyungang,
the PRC to be disposed for an aggregate consideration of
RMB299,800,000 (equivalent to HK$340,798,000).

Trade and notes payables

The creditor turnover days was decreased from 167 days
in 2018 to 106 days in 2019. As at 30 June 2019, trade
and notes payables balance was increased by HK$79.7
million, or 39.5%, to HK$281.4 milion (2018: HK$201.7
million). The increase in trade and notes payables balance
was mainly due to increased purchase in the second
quarter of 2019. The trade payables are normally settled
on terms of 60 to 180 days while the bank bills are
generally on terms of 90 to 180 days.
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Convertible bonds
There was no conversion or repayment of the convertible
bonds during the period.

Bank and other borrowings

As at 30 June 2019, total bank and other borrowings
balance was increased by HK$62.2 million, or 2.5%, to
HK$2,578.3 million (2018: HK$2,516.1 million). Increase
in the bank and other borrowings was mainly due to new
financing granted to the Group during the period.

Liquidity, going concern and capital resources
During the period ended 30 June 2019, the Group
incurred a loss of approximately HK$257.6 million and
had a net operating cash outflow of approximately
HK$93.1 million. As at 30 June 2019, the Group’s had a
shareholders’ deficits of HK$1,497.9 million and current
liabilities exceeded its current assets by HK$4,295.5
million. Its borrowings to the extent of HK$2,639.2 million
were either overdue or due for immediate repayment. The
cash and cash equivalents of the Group amounted to
HK$31.0 million as at 30 June 2019.

Following the Export Ban which has substantially affected
the cash generating ability from operations of the Group,
a series of remedial measures to mitigate the liquidity
pressure were taken in 2019 to improve the financial
and liquidity position of the Group, details of which are
set out in the section headed “Board’s Consideration —
mitigation measures to going concern issue” in the interim
condensed consolidated financial information. Please also
refer to the details regarding uncertainties on the going
concern of the Group as stipulated in the section headed
“Going concern” in Note 2.1.

The Group’s working capital has been principally sourced

from cash generated from operations and from long-term
and short-term borrowings.
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Management Discussion and Analysis

As at 30 June 2019, the Group had current liabilities of
HK$5,032.7 million, of which HK$2,578.3 million were
bank and other borrowings repayable within one year,
overdue or due for immediate repayment and HK$2,115.9
million were other payables and accruals.

Interest rate risk

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

Foreign currency risk

The Group’s purchase and sales for the period are
mainly denominated in Renminbi (‘RMB”). As at 30 June
2019, the bonds were denominated in Hong Kong dollar
(“HK$”) while bank and other borrowings were mainly
denominated in RMB, and other assets and liabilities of
the Group are mainly denominated in RMB.

As at 30 June 2019, the Group did not enter into any
hedging transactions to manage the potential fluctuation
in foreign currency as the Directors considered the Group
had no significant foreign currency risk. However, the
Group will closely monitor the foreign currency risk and
consider using necessary financial instruments for hedging
purposes if they foresee the foreign currency risk is
significant.

Material acquisitions and disposals of
investments
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The Group did not undertake any material acquisitions or 7 &= [ 5 [2] B8 HA RS 3 4 3 17 8 KUK BE
disposals of investments during the period under review. S ERE -
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CONCLUSION AND PROSPECTS

The first half of 2019 continues to be a challenging period
full of uncertainties for both the PRC steel market and the
Group. The over-supply situation had not fundamentally
improved amid the increasingly fierce competition
between similar products in the steel market. Despite
some recent rebound of the PRC steel price and the
implementation of certain policies by the PRC government
to weather through the over-supply situation, the steel
price was persistently weak in general.

As the patent of SB00E was approved in April 2019 and
the national product standard of S600E was published
in May 2019, the commercialisation on S600E has made
substantial progress in the first half of 2019. The success
of commercialisation of S600E to the market would
generate stable royalty income to the Group, and hence
the Group’s profit margin and cash flows position will be
eventually improved.

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

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

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

We believe that upon on the success of implementing all
the plans contained in the Resumption Proposal, including
the financial restructuring exercises, the Group’s financial
position will be substantially improved in the coming
future.

We also believe that upon the completion of the
enhancement work during the period by the Strategic
Partner, the production capacity of the Company has
been strengthened and better utilised. The production
of steel products under the Cooperation Agreement will
continue to bring substantial improvement on the Group’s
revenue, financial performance and cash flow position.

In view of the recent readjustment of the business
operations and the proposed financial restructuring of
the Group, we are confident that the Group will have a
stronger position in the industry as well as in the special
steel products market.

Interim Report 2019
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Interim Condensed Consolidated Income Statement

PHIERHGESRRER

For the six months ended 30 June 2019
BE-_ZT-NAFA=1+HILNEA

Six months ended 30 June

BEAA=TRHILLAEA

2019 2018

—E-hEF —ET-N\EF

Notes HK$’000 HK$’000
P FHExT FHET
(Unaudited) (Unaudited)

(REER) (REE=Z)

Revenue g 5 491,579 178,887
Cost of sales $HE AR (478,837) (107,837)
Gross profit EH 12,742 71,050
Other gains H AT 5 13,621 1,907
Selling and distribution costs SHE R AR (8,345) (708)
Administrative expenses THRAE (64,931) (93,701)
Finance income B WA 7 6 60
Finance costs L&A 7 (210,646) (214,032)
Loss before tax MRBLATE B 6 (257,553) (235,424)
Income tax expense SRR 8 - -
Loss for the period HAEE (257,553) (235,424)
Attributable to: BR:
Owners of the Company FN/NEIEF SN (257,542) (235,322)
Non-controlling interests FEFE AR A (11) (102)
(257,553) (235,424)

Loss per share attributable to 2~ 2 T #H A E1G

owners of the Company BRER

— Basic (HK dollar) —EAX(ET) 10 (0.08) (0.08)

— Diluted (HK dollar) —¥5% (BT) 10 (0.08) (0.08)

The notes on pages 40 to 130 form an integral part of this
interim condensed consolidated financial information.
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Interim Condensed Consolidated Statement of Comprehensive Income

PHEHGES2ERE R

For the six months ended 30 June 2019
HE_T-NAFAA=THILAEA

Six months ended 30 June

BEASA=ZTHLEREAR

2019 2018
—E-NEF —ZET-NF
HK$’000 HK$'000
FET FHET
(Unaudited) (Unaudited)

(REBER) (RIEEZ)

Loss for the period HAER (257,553) (235,424)
Other comprehensive income Htp 2 mEs
Item that may be subsequently AJERABEEF S EE

reclassified to profit or loss 1Bam s HHE
Exchange differences on translation of 3E5ME & RFRIFTE

foreign operations HEHER 3,185 25,923
Other comprehensive income HARB&HMEE

for the period, net of tax g 3,185 25,923
Total comprehensive loss HREmEEEER

for the period (254,368) (209,501)
Attributable to: BR:

Owners of the Company ViN/NEIEZ =N (254,358) (209,406)

Non-controlling interests FEFE RS AE 25 (10) (95)

(254,368) (209,501)

The notes on pages 40 to 130 form an integral part of this ~ Z840FE 130 & ff 5L A AN HAf B4R & BF
interim condensed consolidated financial information. AR B E S ©
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Interim Condensed Consolidated Statement of Financial Position

PHAM R & MR &

As At 30 June 2019
RZZ—NFARA=+H

30 June 31 December
2019 2018
—E—-hF —E-N\F
RA=+H +=ZA=1+-—~H
Notes HK$’000 HK$’000
P FERT FHET
(Unaudited) (Audited)
RGEZ) (&%)
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment M R RS 11 420,106 395,499
Prepaid land lease payments TS L b EFRIE 11 325 159,271
Right-of-use assets EREEE 12 = -
Intangible asset mEEE 13 2,384,543 2,384,543
Other non-current assets HEmIEREEE 1,452 1,458
2,806,426 2,940,771
Current assets REEE
Inventories EASy 14 194,677 184,675
Trade receivables FEUBR X 15 13,413 77,021
Prepayments, deposits and BRRIE Rk
other receivables H th fEURIR 16 298,930 139,177
Pledged time deposits BRI BE A 17 24 24
Cash and cash equivalents BeMRESEED 17 30,998 4,256
538,042 405,153
Assets classified as held for sale D #EAZIEHE 2
BE 18 199,113 -
737,155 405,153
Total assets HEE 3,543,581 3,345,924
EQUITY B
Capital and reserves ARATEE ANEL
attributable to owners B A R f#
of the Company
Share capital [N 23 308,813 308,813
Reserves 1 (1,806,310) (1,548,596)
(1,497,497) (1,239,783)
Non-controlling interests FERES (378) (368)
Total shareholders’ deficits BREMEE (1,497,875) (1,240,151)
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Interim Condensed Consolidated Statement of Financial Position

PRI R & MR &

As At 30 June 2019

R-Z—hA&<A=+A
30 June 31 December
2019 2018
—ZE-NEF —E—N\F
ANA=+H +=ZA=t+—H
Notes HK$’000 HK$'000
B FHE T FHET
(Unaudited) (Audited)
(REER) (&%)
LIABILITIES afE
Non-current liabilities FkRBEE
Deferred tax liabilities BERIEEE 1,224 1,229
Deferred government grants B FE BT 4 Bh 7,537 7,567
8,761 8,796
Current liabilities REBEE
Trade payables FERTERR 19 266,703 187,514
Notes payables BRI 19 14,655 14,207
Other payables and accruals HA e RIB R
EEtEE 20 2,115,942 1,804,315
Bank and other borrowings RITREMEES 21 2,578,267 2,516,098
Convertible bonds AR ES 22 46,775 46,775
Lease liabilities HEBE 12 1,889 -
Tax payable FE I 8,464 8,370
5,032,695 4,577,279
Total liabilities wes 5,041,456 4,586,075
Total equity and liabilities REREEEE 3,543,581 3,345,924

The notes on pages 40 to 130 form an integral part of this
interim condensed consolidated financial information.
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Interim Condensed Consolidated Statement of Changes in Equity

PHSAGSRRBEx
For the six months ended 30 June 2019
HE-T-AFAA=THIEAEA

Attributable to equity holders of the Company

FTAREREARE
Share Non-
Share Share  Contributed Capital  Statutory option  Exchange Accumulated controlling
capital  premium surplus reserve  reserves reserve reserve losses  Sub-fotal  interests Total

BR  BAEE  RSBE  HARE  ER@E MBREER  EXRE  ZMER M FERER &5
HKS000  HKSO00  HKSO00  HKSO000 HKS000  HKST000 HKS

(Unaudited) (%i8H)
Forthe sixmonths ended 30 June 2019~ BE=F-AEX
At31 December 2018

Change in accounting polcy note 22(af)

=tRLEAER

WBR3 ST 4TSt BB B4 WA ST BETEM) (20978 69 (1240060)
- - - - - - - B - 6
WBR3 ST 4TSt 1R A WA S BEN0) (2419 (69 (124807

At 1 January 2019

Loss for the period
Qther comprehensive income for the perod:
Bxchange diferences on tanslaton of

foreign operations - - - - - - 3,184 - 3,184 1 3,185
Total comprehensive income/{oss) BR2EGE/ (F8)4H
for the period - - - - - YL ) 10 5%
At30 June 2019 R-B-AERAZTR 08813 3287017 41514 115,807 8,114 37409 544631 (587852 (1,497,491 (376)  (1,497,875)
(Unaudited) (785
Forthe sixmonths ended 30 June 2018~ BE=F-NEAAZ+ELARER
At1 January 2018 308813 37,017 47514 115,807 89774 37409 430848 (5108658 (832416 (36 832772
Loss for the period - - - - - - (23322 (235322 (102 35424
Qther comprehensive income for the perod:
Bxchange i rangation of i
foreign operations - - - - - - 2916 - 25916 7 25923
Total comprehensive income/{oss) BR2EGE/ (F8)4%
for the period - - - - - T T e
At30 June 2018 R=B-NEAAZTR 08818 37017 47514 115,807 897me 37,409 465764 (5,343980) (1041822 (41) (1042273

The notes on pages 40 to 130 form an integral part of this 28401308 i 5t AN HARS A 4R & BF
interim condensed consolidated financial information. THEERI AR E D o

B WEREBRERARAD A “E-NFhBWmE



Interim Condensed Consolidated Statement of Cash Flows

RHSAGESRERER
For the six months ended 30 June 2019
HE_T-NAFAA=THILAEA

Six months ended 30 June
BEAA=1tHIAEA

2019 2018
—E-hE —ZE-N\F
HK$’000 HK$'000
FTHERT FHET
(Unaudited) (Unaudited)
(REER) (REEZ)
Cash flows from RETHrBERE
operating activities
Net cash flows (used in)/generated TEES ( Pﬁ R/ ExZ
from operating activities BeEREFHE (93,112) 9,737
Cash flows from RETEZRESTE
investing activities
Interest received BF 8 6 60
Payments for property, L EN F‘% PETINEN
plant and equipment (913) -
Deposit received from proposed REEZLEDHE
disposal of assets classified as FELE Z ﬁ E Z
held for sale BliRs 51,154 -
Net cash flows generated from REEHEEL
investing activities Ren8FE 50,247 60
Cash flows from BETH2RESTE
financing activities
Addition of bank and HIBRTTREMEE
other borrowings 71,702 63,236
Repayment of bank and other BERITREMEER
borrowings (579) (84,018)
Payment for lease liabilities HEEBER
(including interest element) (BIEFEED) (1,072) -
Interest paid BEAFE - (6,056)
Net cash flows generated MEEBESL (FRA)Z
from/(used in) financing activities BeREFH 70,051 (26,838)
Net increase/(decrease) in BeREBESSEY2
cash and cash equivalents B, (RL) B8 27,186 (17,041)
Cash and cash equivalents at HYzRekRE
beginning of period Z @% 4,256 20,046
Effect of foreign exchange rate BB L THE
changes, net (444) 685
Cash and cash equivalents at HRZEERES
end of period ZEY 30,998 3,690
Analysis of balances of cash ReRBEEESEY
and cash equivalents Lo
Cash and bank balances (Note 17) Ba RIS
(P EE17) 30,998 3,690

4oi1soEWu£7%2WHﬂ%ﬁEHW\ )
BERER D

The notes on pages 40 to 130 form an integral part of this
interim condensed consolidated financial information.
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GENERAL INFORMATION

Nickel Resources International Holdings Company
Limited (the “Company”) was incorporated as
an exempted company with limited liability in the
Cayman Islands on 11 March 2004 under the
Companies Law, Chapter 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands.
The registered office of the Company is located
at Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman Islands.
The principal place of business of the Company
and its subsidiaries (collectively referred as “the
Group”) is located at No.7, Block F, Runhua
Business Garden, No. 24 Jinshui Road, Jinshui
District, Zhengzhou City, Henan Province, the
People’s Republic of China (the “PRC”), 450012.
The principal place of business of the Company
is located at Room 2003, West Tower, Shun Tak
Centre, 168-200 Connaught Road Central, Hong
Kong.

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

In the opinion of the directors of the Company (the
“Directors”), Easyman Assets Management Limited
(“Easyman”), a company incorporated in the British
Virgin Islands and wholly owned by Mr. Dong
Shutong (“Mr. Dong”), an Executive Director, is the
ultimate holding company of the Group.

The interim condensed consolidated financial
information for the six months ended 30 June
2019 is unaudited and has been reviewed by the
audit committee of the Company. This interim
condensed consolidated financial information is
presented in Hong Kong dollar (“HK$”), unless
otherwise stated, and has been approved for issue
by the board of directors on 29 August 2019.
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Notes to Interim Condensed Consolidated Financial Information

P HA B R & B4 355 58 L B 5

BASIS OF PREPARATION

This interim condensed consolidated financial
information for the six months ended 30 June
2019 has been prepared in accordance with
International Accounting Standard (“IAS”) 34,
“Interim Financial Reporting” and the disclosure
requirements of the Rules Governing the Listing of
Securities on the Stock Exchange.

This interim condensed consolidated financial
information does not include all the information
and disclosures required in the annual financial
statements, and should be read in conjunction with
the Company’s annual financial statements for the
year ended 31 December 2018, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRS”), and any public
announcement made by the Company during the
interim reporting period.

2.1 Going concern
In preparing this interim condensed
consolidated financial information for the six
months ended 30 June 2019, the Directors
have considered the future liquidity of the
Group.

During the six months ended 30 June
2019, the Group incurred a net loss of
HK$257,553,000. As at 30 June 2019,
the Group had a shareholders’ deficits
of HK$1,497,875,000 and net current
liabilities of HK$4,295,540,000 and the
Group’s total borrowings amounted to
HK$2,639,697,000 which comprised bank
and other borrowings, convertible bonds
and notes payables of HK$2,578,267,000,
HK$46,775,000 and HK$14,655,000,
respectively as at 30 June 2019. Cash and
cash equivalents of the Group amounted to
HK$30,998,000 as at 30 June 2019.

mRERE
BE_Z-NFRA=1THL
ANEA 2z A EEASE
AR TDRIEER S ER ([E
Brg et 2 A )) 3455 [h HI8F
BaE ] R RPES EHARA
ZHBERTE MRS

AP EAERRAR A I IS BRI R B
EFEMBREMERZABE
B RHEESE WEERARQT
BE-ZT-—\F+=ZA=+—
HIEFERIBBEE RS %E
B (TR B sk 2R ) RE
WFE M HIRERARARF
Hdk &S B ATE L SR AR

NE— G

21 HEgE
EXEmREBE_Z
—NERNRA=ZTHIER
BAZA+THEREE
B ERE B EEAS
BEHORKRBDES -

BHEZZFT - L& X
A=+RH1EXEA-
AEBELEBEBFS
257,553,000/ T ° 1A
—E-AFXA=+
A AEENRREES
4 /1,497,875,000/%
ToRBBEBEFER
4,295,540,0007% 7C
EAREENBREER
2,639,697,000/% 7T * £
BRITERREMEE -
AR ES R EMER
RZE—hFA~A=Z+
B % Bl &2,578,267,000
7 7T - 46,775,0005%8 7T K
14,655,000/ 7L A =&
—NFRNA=+H &%

RekBeESEUR
30,998,000/ 7T °
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BASIS OF PREPARATION (continued)
2.1 Going concern (continued)
As at 30 June 2019, the Group’s borrowings
to the extent of HK$2,639,158,000 were
either overdue or due for immediate
repayment. This is mainly because:

(i) on 19 December 2014, the Group
failed to make interest payment
totalling HK$16,108,000 under the
relevant terms and conditions of
its Modified 10% Coupon Bonds,
12% Coupon Senior Bonds and 8%
Coupon Convertible Bonds (together
the “Bonds”), details of which are
disclosed in Notes 21 and 22. This
constituted an event of default
under the respective terms of the
Bonds. The Bonds had become
overdue as at 30 June 2019 and
the Group failed to pay interest
payment of the Bonds in aggregate
of HK$184,432,000 up to 30 June
2019;

(ii) as at 30 June 2019, a secured bank
loan of HK$95,430,000 contains a
repayable on demand clause had
become overdue and the Group
failed to make the full payment of
related interest expense amounting
to approximately HK$11,982,000;

RERERERAR AT

2

mEEE (H)
RESE (8

2.1

N

—E—-NE XA
+H - AEBZEE

2,639,158,000/% Jt B
HAS AR (EIE - T B
i

0

RZE—WF
+=ZA+NhB-
AEBERERE
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2 BB IER R IE
HEHFBEE &
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M sE21 22 « 1R
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FXAZ+HE K
E@EAREETZ
ZEFOFES
184,432,000
JC
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BEMRITER
95,430,0007% T
M ANEE
KREEBHIHD
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Notes to Interim Condensed Consolidated Financial Information
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2 BASIS OF PREPARATION (continued) 2 REEXE (1)
2.1  Going concern (continued) 21 BELE (H)

(i) ~ the Group has obtained a 3-year iy MRZZTE—R"F—
syndicated loan of approximately B -AEBEEAH
RMB498 million in January 2016 —HREWE—
from a syndicate of banks in BRE=FHIR
the PRC (i) to replace certain BEERHARK
outstanding bank loans and 4.9818 7T - (Ve T
notes payable of the Group as NEBHIREE
at 31 December 2015 to the FHRREEER
extent of RMB268,620,000 and —E-REFTZ=
RMB79,737,000, respectively A=+—BrExK
with the syndicated loan of the BEHE TR
same amount; and (i) to provide ERRENERE-
additional loan facilities to the Group SBAOAABAR
as working capital for an amount ﬁ4@268,620,000
of RMB150,000,000 (the “New TR ARK
Facilities”) for a 3-year term. The 79,737,0007T :
New Facilities have been fully drawn (i) B AN & &2
down during the year ended 31 HEINERBE
December 2016. The syndicated EREEEZES
loan is secured by certain property, PER/RARE
plant and equipment and prepaid 150,000,0007T
land lease payments (including ([FhEmE]) -
prepaid land lease payments AH=ZF -HZE
under assets classified as held for ZE—RE+Z=
sale) of certain subsidiaries of the A=+—HIt#F
Group. However, the Group failed E-HERED e
to fulfil certain undertakings and ERENF - SREE X
restrictive covenant requirements BAEER TH
under these syndicated loan facilities BRAAEIMETY
upon signing the syndicated loan ¥ BB MEER
agreement; and the Group also B T & R
failed to pay interest totalling B (BRESEAR
HK$59,374,000 up to 30 June EHE 2 EER
2019. In addition, the Group failed T2 LA
to repay the principal amount of the ERBE)ER-R
loan together with the related interest - ANEENEE
in January 2019. As a result, the IRE SRR
outstanding amount of the 3-year REEBITHZER
syndicated loan of HK$566,148,000 ERmEET
and the related interest expense HE T AR RR
had become immediately due and FIMRERTE &
payable as at 30 June 2019; AEEEE-T

—NESNA=+
HIEAREZ &
$£59,374,0007
TLZF B e A
AEBER-Z
—NEFE—AKREE
BEEERNERSE
RS -
b =FHREE
POAREESRE
566,148,000/ &
L RN
RZZT—NEFERX
A=+HBE A
B B
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BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

)

(V)

the Group has obtained an
unsecured 3-year loan facility from a
PRC bank for an amount of RMB360
million (the “Unsecured Loan
Facility”) in June 2016. As at 30 June
2019, approximately RMB355 million
(equivalent to HK$403,166,000) of
the Unsecured Loan Facility has
been drawn down mainly to replace
part of the loans in relation to the
proposed disposal of a 30% equity
interest in S.E.A. Mineral Limited
(“SEAM"), a wholly-owned subsidiary
of the Group, as detailed in Note
21. However, the Group failed
to fulfil certain undertakings and
restrictive covenant requirements
under this Unsecured Loan Facility
upon signing the loan agreement.
In addition, the Group also failed to
pay interest totalling HK$44,493,000
up to 30 June 2019. As a result, the
outstanding amount of this loan of
HK$403,166,000 and the related
interest expense are immediately due
and payable as at 30 June 2019.

as at 30 June 2019, other loans to
the extent of HK$227,350,000 had
become overdue; and

other borrowings to the extent of
HK$527,815,000 were overdue and
HK$338,968,000 were on repayable

on demand terms.
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Notes to Interim Condensed Consolidated Financial Information

R EA R & M W E

2 BASIS OF PREPARATION (continued)

2.1

Interim Report 2019

2 RWEXE(#)

Going concern (continued) 21 BEKE (&)
Together with the accrued interest BERRZZE-NLERX
for borrowings to the extent of A=+BEAHAM
HK$1,358,875,000 as at 30 June 2019 & T 3R IR K JE 5T KB
included in other payables and accruals, THEHBEERNS
the aggregate borrowings and interest that 1,358,875,000/% 7T * 1A
were either overdue or due for immediate —E-NEFEXA=tH"
repayment amounted to HK$3,998,033,000 Bk B EEN
as at 30 June 2019. BERERAEMNSEH®
/33,998,033,0007% T °

In addition, the Company and a subsidiary PEN - AN B R —
are parties to various legal claims as N RS & 26T 5F it
detailed in Note 26. WZIEERRR
The aforementioned conditions indicate the LHlARRBEREFEEEKXR
existence of material uncertainties which THAEER g ArE
may cast significant doubt on the Group’s ERFERKENENES
ability to continue as a going concern such BEARE ERALEEK
that it may not be able to realise its assets AT REEBBRES
and discharge its liabilities in the normal HEEAEZRREERR
course of business. affe
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BASIS OF PREPARATION (continued)

21

Going concern (continued)

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

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

o approval from the Company’s
shareholders, or independent
shareholders when appropriate,
for (i) allotment and issuance
of the Subscription Shares;
(i) a Whitewash Waiver; and
(i) a Special Deal (as defined
hereunder), at the extraordinary
general meeting of the
Company (‘EGM”);
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Notes to Interim Condensed Consolidated Financial Information

R EA R & M W E

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

(1)

Interim Report 2019

2 RWEXE(#)

21 FEEE (8

(OG-

Whitewash Waiver being o BEAESH
granted by The Securities FEEE
and Futures Commission of BERE
Hong Kong (“SFC”) in respect Be ([#
of any obligation of the ge )5
Subscriber and parties acting REHR
in concert with it to make a H— 817
mandatory general offer in B} AT H
cash for all the issued shares EARE
and other relevant securities TBEAR
of the Company not already B mE
owned (or agreed to be R E
acquired) by the Subscriber I8 7] gt 5l
and parties acting in concert WAEAHR
with it which might otherwise BaRA
arise as a result of the —HITE
Subscription; =N
%A (%A

B

PNI/NESI B

BB T

& & E

ftbh B B F

iR

B2 m

REBH:
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48

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

21

U]

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

approval of resumption of
trading of the Company’s
shares, and listing of the
Subscription Shares from the
Stock Exchange (which was
subsequently waived by the
Subscriber during the year
ended 31 December 2018);
and
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PR R S M R E

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

Interim Report 2019

2 RWEXE(#)

21 FEEE (8

(OG-

completion of a debt . NI/NIST 75
restructuring by the [ & E
Company by way of the (B 3E) 5%
“Schemes” (Note) (the “Debt K E®E
Restructuring Proposal”). Ma (r @&
The debt restructuring refers 7% MR
to a plan for restructuring & 1) o
of the indebtedness of the EHEAR
Company which involves, AR A
among other things: (i) the K& 1H &=
reduction and cancellation A Er
of the outstanding principal EH PR
amount of the Bonds by at (HE# 8
least 80%; (i) the reduction &)+ (i)Al
and cancellation of all the B K GE i
outstanding accrued interests ZEEF
of the Bonds; (i) the release KK EE
and discharge of all security K& BEE
collateral provided in relation 2180%  (ii)
to the 12% Coupon Senior El W
Bonds and the 8% Coupon HEZEE
Convertible Bonds; and (iv) IR
the reduction and cancellation 838 FE 5
of all other indebtedness and FLE (i) iR
contingent liabilities of the IR & 2 R
Company as referred to in the Hm12%=
Debt Restructuring Proposal, mE &%
by at least 80%. &% %8%
ZEEA
"R & F
e P
B S
Ko (iv) Bl
HEME
& BTt &
ENNESI I
fH M E
1B & sk A
aEzEb

80% °
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BASIS OF PREPARATION (continued)
Going concern (continued)

21

U]

(continued)

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

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

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

(1)

Interim Report 2019

(continued)

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

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

Note:

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

21

@

In relation to the secured bank loan
of HK$95,430,000 which contains a
repayment on demand clause had
become overdue during the period,
the Group is actively negotiating
with the bank for the release of the
charge on the secured leasehold
land in order to complete the
transaction as detailed in Note 18 for
the repayment of the principal and
the related interest expense of the
loan.

In relation to the syndicated bank
loan and the bank loan under the
Unsecured Loan Facility to the
extent of HK$566,148,000 and
HK$403,166,000, respectively, the
Group is actively negotiating with the
respective banks for the waiver of
the breach of the undertaking and
restrictive covenant requirements;
and the renewal of these loans,
including extension of the related
interest payments.
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2 BASIS OF PREPARATION (continued)
2.1  Going concern (continued)

()

Interim Report 2019

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

In connection with the proposed
disposal, Beijing Wincapital arranged
certain loan finance to the Group
(“Financing Loans”), which can be
settled by offsetting against the
disposal consideration should the
proposed disposal be completed,
details of which are disclosed in
Note 21(d).
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BASIS OF PREPARATION (continued)
Going concern (continued)

21

)

(continued)

During the year ended 31 December
2017, a loan arranged by Beijing
Wincapital of RMB200,000,000 has
been novated to Henan Pingyuan
Holding Group Co., Ltd (A F
FREBREBERMNEBER DT or
“Pingyuan”), details of which are
disclosed in Notes 21(d) and 21(f).

As at 30 June 2019, the outstanding
Financing Loan amounted to
approximately RMB200,000,000
(equivalent to HK$227,350,000)
was overdue for repayment. Up to
the date of approval of the interim
condensed consolidated financial
information, the Group has not
received any letter from the lender
demanding for repayment of this
loan. Management is currently
negotiating with the relevant parties
to formally extend the repayment
of this borrowing to facilitate
the completion of the proposed
disposal. Management believes
that with bona fide intention for
all relevant parties, the proposed
disposal will be completed and the
Group will be able to offset this
borrowing against the disposal
consideration.
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2 BASIS OF PREPARATION (continued)
2.1 Going concern (continued)

)

Interim Report 2019

(continued)

On each of 11 March 2018 and 8
June 2018, the Group entered into
a sale and purchase agreement
with Mr. Sun Gang (“Mr. Sun”), who
is also a substantial shareholder of
Pingyuan, pursuant to which the
Group agreed to sell an aggregate
14% equity interest in SEAM to Mr.
Sun at an aggregate consideration
of RMB420,000,000 (equivalent to
approximately HK$477,435,000)
conditional upon, amongst others,
obtaining approval from shareholders
of the Company at an extraordinary
general meeting and resumption of
trading of the Company’s shares.

Apart from the borrowings
mentioned in (1) to (4) above, the
Group had other borrowings from
certain related parties of the Group,
the Potential Investor, related parties
of the Potential Investor and other
third parties of HK$91,066,000,
HK$236,671,000, HK$298,864,000
and HK$239,362,000, respectively
that were either overdue or due
for immediate repayment as at 30
June 2019. The Group has been
actively negotiating with the lenders
for the renewal and extension
of the repayment dates of these
borrowings, of which an extension
of the repayments of the borrowings
from related parties of the Potential
Investor for a term of 2 years is
currently under discussion.
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BASIS OF PREPARATION (continued)
Going concern (continued)

21

©

On 29 May 2019, Lianyungang
City East Harvest Mining Company
Limited (the “Vendor”), an indirectly
wholly owned subsidiary of the
Company, entered into a disposal
agreement with Jiangsu Yungang
Investment Development Co., Ltd.
OIBZBREZERBRAF) (the
“Purchaser”), an independent third
party, pursuant to which the Vendor
has conditionally agreed to sell and
the Purchaser has conditionally
agreed to purchase certain property,
plant and equipment and the related
prepaid land lease payments of the
Group located in Lianyugang, PRC
for an aggregate consideration of
RMB299,800,000 (equivalent to
HK$340,798,000). Management
expects the completion of the
transaction can improve the Group’s
liquidity position.
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2 BASIS OF PREPARATION (continued)
2.1  Going concern (continued)

)

Interim Report 2019

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

21

Going concern (continued)

©9) The Group has engaged legal
advisors to handle all claims and
disputes as detailed in Note 26 to
the interim condensed consolidated
financial information. In preparing
this interim condensed consolidated
financial information, the directors
have also obtained advice from
legal advisors on these matters
and, based upon which, are of the
view that the Group will be able to
resolve those outstanding claims and
disputes, with no significant cash
outflows in the next twelve months.

The directors have reviewed the Group’s
cash flow projections prepared by
management that covered a period of not
less than twelve months from the end of the
reporting period and considered that, taking
into account the above-mentioned plans
and measures, the Group will have sufficient
working capital to finance its operations and
to meet its financial obligations as and when
they fall due within the next twelve months
from the end of the reporting period, and
therefore it is appropriate to prepare the
interim condensed consolidated financial
information on a going concern basis.
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2 BASIS OF PREPARATION (continued)
2.1  Going concern (continued)
Notwithstanding the above, significant
multiple uncertainties exist as to whether
management of the Company will be able
to achieve its plans and measures as
described above. Whether the Group will be
able to continue as a going concern would
depend upon the Group’s ability to manage
its indebtedness, and generate adequate
financing and operating cash flows through:

(1)

Interim Report 2019

successful completion of the
issuance of the Subscription Shares
after fulfilling all conditions precedent
as detailed, but not limited to, above
and in particular by the successful
completion of the Debt Restructuring
Proposal;

successful negotiation with the
banks for the renewal of these
loans totalling HK$1,064,744,000;
together with the extension of the
related overdue interest expense
totalling HK$115,849,000 up to 30
June 2019 and any further default in
repayment of principal and interest
after the period end date;
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BASIS OF PREPARATION (continued)
Going concern (continued)

21

®)

successful negotiation with the
financiers to extend the repayment
date of a loan arranged by Beijing
Wincapital (see Note 21(d)) of
RMB200 million (equivalent to
HK$227,350,000) until completion of
the proposed disposal of interest in
SEAM under the above-mentioned
framework agreement at the
prescribed consideration and be able
to collect the disposal consideration
in full immediately upon completion
of the transaction after properly
offsetting the above-mentioned
borrowings of approximately
RMB200 million;

successful completion of the
disposal of an aggregate 14%
equity interest in SEAM to Mr. Sun
under the above-mentioned sale
and purchase agreements at the
prescribed consideration and be able
to collect the disposal consideration
of RMB420,000,000 (equivalent to
HK477,435,000) in full immediately
upon completion of the transactions;
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2 BASIS OF PREPARATION (continued)
2.1  Going concern (continued)

©)

Interim Report 2019

successful negotiation with the
related parties of the Group, the
Potential Investor, related parties of
the Potential Investor and other third
party lenders for extension of their
relevant borrowings by maintaining
relationship with them such that no
action will be taken by these lenders
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BASIS OF PREPARATION (continued)

21

Going concern (continued)

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

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

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

2.2

Interim Report 2019

Accounting policies

The preparation of the interim condensed
consolidated financial information requires
management to make judgements,
estimates and assumptions that affect the
application of accounting policies and the
reported amounts of assets and liabilities,
income and expense. Actual results may
differ from these estimates. In preparing this
interim condensed consolidated financial
information, 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 annual
consolidated financial statements for the
year ended 31 December 2018.

The accounting policies used in the
preparation of the interim condensed
consolidated financial information are
consistent with those used in the annual
consolidated financial statements for the
year ended 31 December 2018, except
for the adoption of new and amended
standards as set out below. Taxes on
income in the interim periods are accrued
using the tax rate that would be applicable
to expected total annual earnings.

2 RWEXE(#)

2.2

B EE

e TG RES T
BEREREBREELY
BETHREEAUARE
ERRE BARFEXH
Fir 2 SRR RO FI B - AR
RER BERERLAH
KA - AR ST H
IR A B AR - &
EREHANREES
BEHEREE BT
TE BUR & i 5t ORI PR R
M EEHEEEE
Z-\FE+ZA=+—
AIEFENFEGAY
MR AR AR

e R s A B
AR PR Z & FH R
HEHEBE T )\F
TZA=+—HLFE
ZEEHFAMB/EM
RAE B HERAAT
P 8E E HT R] R AR B AT £
BIRRSN - R BT SRR B
BERRERFERFN
MR R TR LR

Nickel Resources International Holdings Company Limited 63



Notes to Interim Condensed Consolidated Financial Information

o A B & B4 35 8 L B R

2

64

BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)
Accounting policy on non-current assets
classified as held-for-sale became relevant
to the Group in this interim period. Non-
current assets are classified as assets held
for sale when their carrying amount is to
be recovered principally through a sale
transaction rather than through continuing
use and a sale is considered highly
probable. They are stated at the lower of
carrying amount and fair value less costs to

sell.

(a) New and amended standards
adopted by the Group

A number of new or amended
standards became applicable for
the current reporting period, and the
Group had changed its accounting
policies and make retrospective
adjustments as a result of adopting

IFRS 16 Leases (“IFRS 16”).

The impact of the adoption of
the leasing standard and the new
accounting policies are disclosed
below. The other standards did not
have material impact on the Group’s
accounting policies and did not

require any adjustments.
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2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a)

Y

Interim Report 2019

New and amended standards
adopted by the Group
(continued)

The below explains the impact of
adoption of IFRS 16 on the Group’s
interim condensed consolidated
financial information and also
discloses the new accounting
policies that have been applied from
1 January 2019.

Adjustments recognised on adoption
Oof IFRS 16

The Group has adopted IFRS 16
retrospectively from 1 January 2019,
but has not restated comparatives
for the 2018 reporting period, as
permitted under specific transitional
provisions in the standard. The
reclassifications and adjustments
arising from the new leasing rules for
lessees are therefore recognised in
the opening consolidated statement
of financial position on 1 January
2019.

2 mEEE (R
22 & KK (&)

(a

U

KEBER 2 FF
FTRAZISETER
(%)

T X ERKEA
X B 75 3R 5 4E Rl
F1eH H A&
& &y R B f4 BA 4R
EMBERBE
2. YHEEE-T
—hLE—A—H
HEE A BT g AT
126750

FRANET B 1 75
HREERAIE16
FAF R A
AEEBDH-T
—hE—A—H
FERER R el S
Hﬁi%ﬁi/& EIJ
1658 « W IR IR &
ZEAANONEE
i8S
FmirEEY =
T N\FRED
ML EHT A
It B REA AR
WA ERAIE
EMEFTIER
AER=-_ZT—h
F—HB— BN
MR & TR
KPWR -

Nickel Resources International Holdings Company Limited 65



Notes to Interim Condensed Consolidated Financial Information

R B iR S B35 R LA

2

66

BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a

0

New and amended standards
adopted by the Group
(continued)

Adjustments recognised on adoption
of IFRS 16 (continued)

On adoption of IFRS 16, the Group
recognised lease liabilities in relation
to leases which had previously been
classified as “operating leases”
under the principles of IAS 17
“Lease” (“IAS 17”). These liabilities
were measured at the present value
of the remaining lease payments,
discounted using the lessee’s
incremental borrowing rate as of 1
January 2019. The weighted average
lessee’s incremental borrowing rate
applied to the lease liabilities on 1
January 2019 was 5.37%.
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2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)
(a) New and amended standards
adopted by the Group
(continued)
(0 Adjustments recognised on adoption
of IFRS 16 (continued)

In applying IFRS 16 for the first time,
the Group has used the following
practical expedients permitted by the
standard:

- The accounting for operating
leases with remaining lease
term of less than 12 months
as at 1 January 2019 as
short-term lease;

- The exclusion of initial direct
costs for the measurement of
the right-of-use assets at the
date of initial application; and

- The use of hindsight in
determining the lease
term where the contract
contains options to extend or
terminate the lease.

Interim Report 2019
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BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a

0

New and amended standards
adopted by the Group
(continued)

Adjustments recognised on adoption
of IFRS 16 (continued)

The Group has also elected not
to reassess whether a contract
is, or contains a lease at the date
of initial application. Instead, for
contracts entered into before the
transition date the Group relied on
its assessment made applying IAS
17 and IFRIC - Int 4" Determining
whether an Arrangement contains a
Lease”.

The Group leases various offices
premises and quarters for directors
and staff. The right-of-use assets
for property leases were measured
on a modified retrospective basis
as if new rules had always been
applied. The Group applies IAS 36
“Impairment of Assets” at the date
of initial application to determine
whether a right-of-use asset is
impaired and accounts for any
impairment loss.
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(a)

Y

2 BASIS OF PREPARATION (continued) 2 mBEE (&)
2.2 Accounting policies (continued) 22 EFBE (&)
New and amended standards (a) FEFFRAZH
adopted by the Group FTRAEIEETER)
(continued) (#)
Adjustments recognised on adoption 1] FRANETRR BT 7%
of IFRS 16 (continued) HEERIZE 16
(#&)
The change in accounting policy B BRXEHT
affected the following items in the EBR_ZT-NF
interim condensed consolidated —A—B&FH
statement of financial position at 1 AR 4R & B B AR
January 2019: MRHIATIER -
Carrying Carrying
amount Impairment amount
asat Impact on of right- asat
31 December  adoption of of-use 1 January
2018 IFRS 16 assets 2019
(note (a)) (note (b))
RZB-N\§ BHERHE RZB-hE
t-A=t-A RERE idiil -f-H
ZEEE He%nye EEWE ZEEfE
(W) (W)
HK$'000 HK$'000 HK$'000 HK$'000
TEL TEn TEn TEn
Non-currentassets ~ ¥HBEE
Right-ofuseassets  (FFIELE - 3,35 (3,356) -
Current assets RBEE
Prepayments, deposits & 7108 R4 Bt
and other receivables  FEMZUA 139,117 (462) - 138,655
Non-current liabilities %% & &
Lease liabilties HERE - (856) - (856)
Current liabilities hBaE
Lease liabilities HEEE - (2,038 - (2,038
Equity i
Accumulated losses  ZETEE 5,617,624 - 33% 5,620,980
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BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

New and amended standards
adopted by the Group
(continued)

Adjustments recognised on adoption
of IFRS 16 (continued)

(a

Notes:

@)

As at 1 January 2019, the right-
of-use assets is measured at the
amount equal to the lease liabilities,
adjusted by the amount of prepaid
lease payments relating to that the
leases recognised in the consolidated
statement of financial position
before 1 January 2019. The change
in accounting policy resulted in
the right-of-use assets increased
by HK$3,356,000; prepayment,
deposits and other receivables
decreased by HK$462,000;
and lease liabilities increased by
HK$2,894,000 respectively in the
interim condensed consolidated
statement of financial position at 1
January 2019.
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2 BASIS OF PREPARATION (continued)

2 RWEXE(#)

2.2 Accounting policies (continued) 22 EFBUR (#])
(a) New and amended standards (a) FEBEERHZH
adopted by the Group FTRAEIEETER)
(continued) (#)
() Adjustments recognised on adoption 1] FRANETRR BT 7%
of IFRS 16 (continued) HEERE16
(#&)
Notes: (continued) FisE: (48)

Interim Report 2019

(@)

(continued) (a) )
The reconciliation between the RZT—N\F
operating lease commitments as +=ZA=+—
disclosed by applying IAS 17 as at AREAERE
31 December 2018 and the lease FHERIE75R
liabilities recognised in the interim HEM S EH
condensed consolidated statement EAREER =
of financial position as at 1 January T-NF—A
2019 (date of initial application of — B (MkE
IFRS 16) is as follows: B B 7
HAERIE165%
#) B ) e
HR AR A B
BARR R R
Eokih=a= K {0}
HERMT
Total
wm
HK$'000
FHET
Operating lease commitments RZZT—\F+=-ZA=+—8
disclosed as at 31 December BENLEHEEE
2018 4,444
Discounted using the lessee’s ERRYIRER B BB EFEA
incremental borrowing rate of WEERMEYR
at the date of initial application 3,772
Less: short-term and low-value A REREERRFAXE
leases recognised on EHREEERE
a straight-line basis as
expense 878)
Lease liabilities recognised as R=-Z— N F— A —HEAH
at 1 January 2019 HESE 2,894
Of which are: Hibp &
— Current lease liabilities - nPHEaE 2,038
— Non-current lease liabilities —FRBDHEEERE 856
2,894
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BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a) New and amended standards
adopted by the Group
(continued)

) Adjustments recognised on adoption
of IFRS 16 (continued)

Notes: (continued)

(b) Due to the continuous unfavourable
operating environment experienced
by the Group, the directors of
the Company consider it as an
impairment indicator and carried
out an impairment review on the
right-of-use assets as at 1 January
2019. Based on the assessment, the
directors of the Company consider
that the carrying amount of the
right-of-use assets was impaired
and therefore an impairment loss
on right-of-use assets amounting to
HK$3,356,000 was recognised in the
opening accumulated losses as at 1
January 2019.
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2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a)

(i)

Interim Report 2019

New and amended standards
adopted by the Group
(continued)

The Group leasing activities and how
these are accounted for

The Group leases various office
premises and quarters for directors
and staff. Rental contracts are
typically made for fixed periods
of 1 to 3 years. Lease terms are
negotiated on an individual basis
and contain a wide range of different
terms and conditions. These lease
agreements do not impose any
covenants, but leased assets
may not be used as security for
borrowing purposes.

Until the 2018 financial year, leases
of office and quarters for directors
and staff were classified as operating
leases. Payments made under
operating leases were charged to
profit or loss on a straight-line basis
over the period of the lease.

2 mEEE (R
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BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a

(i)

New and amended standards
adopted by the Group
(continued)

The Group leasing activities and how
these are accounted for (continuea)

From 1 January 2019, leases are
recognised as a right-of-use asset
and a corresponding liability at the
date at which the leased asset is
available for use by the Group. Each
lease payment is allocated between
the liability and finance cost. The
finance cost is charged to profit or
loss over the lease period so as to
produce a constant periodic rate of
interest on the remaining balance of
the liability for each period. The right-
of-use asset is depreciated over
the shorter of the asset’s useful life
and the lease term on a straight-line
basis.

Assets and liabilities arising from
a lease are initially measured on a
present value basis. Lease liabilities
include the net present value of
the following lease payments: fixed
payments (including in-substance
fixed payments) and payments of
penalties for terminating the lease,
if the lease term reflects the lessee
exercising that option.
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2 BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)

(a)

(i)

Interim Report 2019

New and amended standards
adopted by the Group
(continued)

The Group leasing activities and how
these are accounted for (continued)

The lease payments are discounted
using the interest rate implicit in
the lease. If that rate cannot be
determined, the lessee’s incremental
borrowing rate is used, being the
rate that the lessee would have to
pay to borrow the funds necessary
to obtain an asset of similar value in
a similar economic environment with
similar terms and conditions.

Right-of-use assets are measured at
cost comprising the following:

- the amount of the initial
measurement of lease liability

- any lease payments made at
or before the commencement
date less any lease incentives
received

- any initial direct costs, and

- restoration costs.
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BASIS OF PREPARATION (continued)
2.2 Accounting policies (continued)
(a) New and amended standards
adopted by the Group
(continued)
(i) The Group leasing activities and how
these are accounted for (continuea)

Payments associated with short-
term leases and leases of low-value
assets are recognised on a straight-
line basis as an expense in profit or
loss.

The Group also obtained right to
use leasehold land through lease
contracts with local government
authorities with lease periods of 20
to 50 years. The Group presents
the prepaid land lease payments
separately from the right-of-use
assets. Details of prepaid land lease
payments are disclosed in Note 11.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of
financial risks: foreign exchange risk, price risk,
cash flow and fair value interest rate risk, credit
risk, foreign currency risk and liquidity risk. There
have been no changes in the risk management
policies since 31 December 2018.
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PR R S M R E

FINANCIAL RISK MANAGEMENT 3 cREAREE(H)
(continued)
The interim condensed consolidated financial FHI AR A IS E R N B R
information does not include all financial risk FERAVBBRERETEZME
management information and disclosures required MBRRERER RIFEEEE
in the annual consolidated financial statements, BEEXEBREZE=-ZT—N
and should be read in conjunction with the Group’s F+-_A=+—HIEFEZF
annual consolidated financial statements for the BiRE MR E —HIEE -
year ended 31 December 2018.
As a result of adoption of IFRS 16, the Group RN ERABIR I BREERE
recognised lease liabilities of HK$2,894,000 as 1655 AEERR T —NF—
at 1 January 2019 and HK$1,889,000 as at 30 A—BEZZE—-NAFRA=T
June 2019. The table below analyses the Group’s AR E B &5 52,894,000
lease liabilities into relevant maturity grouping 75 7T 121,889,000/ 7T T & AR
based on the remaining period at the balance EREEABRAHEAHE
sheet date to the contractual maturity date. The HB % THM AR A
amounts disclosed in the table are the contractual B AEEZHER R RF
undiscounted cash flows. BEZEEABHNARMRRS
HEe
Interim Report 2019 Nickel Resources International Holdings Company Limited 7
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FINANCIAL RISK MANAGEMENT 3 ZREKREE (&)
(continued)
As at As at
30 June 1 January
2019 2019
R-ZB—-HAE RZIZT—IF
ANA=+H —H—H
HK$’000 HK$'000
FHExT FHET
(Unaudited) (Unaudited)
(REER) (REEEZ)
Less than 1 year —F AR 1,939 2,144
Between 1 and 5 years —Z=RF - 868
Total “ast 1,939 3,011
There have been no significant changes in the risk ERERBEE T —\F1+=
management policies since 31 December 2018. A=+—HRefEsE &g
OPERATING SEGMENT 4 REFBER
INFORMATION
For management purposes, the Group has one MEEBMNME AEEEE—

reportable operating segment: the trading of ore
and the manufacturing, sub-contracting and sale
of iron and special steel products. Management
monitors the operating results of its business units
as a whole for the purpose of making decisions
about resources allocation and performance
assessment.
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5 REVENUE AND OTHER GAINS 5 Wz Ha &R
Revenue represents the net invoiced value of KEHEEMBRIEERNEEE
goods sold, net of value-added tax. mAANEERE.

Six months ended 30 June
BEAA=+HLAEAR

2019 2018
—B-hEF —E-N\F
HK$’000 HK$'000
FET FET
(Unaudited) (Unaudited)

(RBER) (RIEEZ)

Revenue W 2
Sale of goods: HE:
Stainless steel base TEME @D
materials 11,862 60,437
Ni-Cr alloy steel ingot IRIRA i 453,409 40,680
Ferro-nickel alloys and others ~ $2# & & & E A 9,052 44,189
474,323 145,306
Sub-contracting income T YA 17,256 33,581
491,579 178,887
Other gains Hin B F|
Foreign exchange gain SN TE 3 & F 851 393
Gain on disposal of property, HEDE HE K&
plant and equipment Bl & 5,268 1,118
Government subsidy TR AT R B 1,447 -
Rental income HERA 2,693 -
Sales of scrap iron BEHIHEE 1,898 -
Others Hith 1,464 396
13,621 1,907
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charging:

6 LOSS BEFORE TAX 6 KRHBAEBE
The Group’s loss before tax is arrived at after REB KRB ATEE SR

THRBREL:

Six months ended 30 June
BEAA=1+RHLEXEA

2019 2018
—EB-hF —B-NF
HK$’000 HK$’000
Fax FHET
(Unaudited) (Unaudited)
(REER) (REEEZ)
Staff costs (including BIXAK (BEES
Directors’ remuneration): B<)
Salaries e 26,088 29,667
Retirement benefit scheme BIREFEEMERR R
contributions and other H AR
costs 3,164 5,873
Total staff costs @8 TR 29,252 35,540
Cost of inventories sold EEFERA 478,837 107,837
Depreciation of property, Wz B REEBETE
plant and equipment (E$zE11)
(Note 11) 35,080 29,304
Amortisation of prepaid land 8+ 4= th 0 & FR I 4 §
lease payments (Note 11) (Bi&E11) 2,256 2,392
Minimum lease payments EHEFIREHRE
under operating leases in BTz &ERERK
respect of buildings - 2,402
Leases expenses relatingto  AEEEHEEREEE
short-term leases and AEMEZHERY
leases of low-value assets 1,068 -
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7 FINANCE COSTS, NET 7 BE R AFR

Six months ended 30 June
BZEAXA=1THLEAEA

2019 2018
—®-hE T )\F
HK$’000 HK$'000
FHER THET
(Unaudited) (Unaudited)

(REEK) (CREER)

Finance income RE WA
Interest income on time TE B AR B UA

deposts 6 60
Finance costs B R A
Interest on bank loans and RITERREMEEF S

other borrowings (209,394) (212,137)
Interest on lease liabilities HEBENE (67) -
Interest on convertible bonds ~ AI #2 i& & % 5| & (1,185) (1,895)
Total interest expense FEREZEE (210,646) _(214,032)
Finance costs, net BhE KA FRE (210,640) (213,972)

8  INCOME TAX 8 FiBH

The Group is subject to income tax on an entity REBEEREEEERELSK
basis on profits arising in or derived from the TERAEB KB AR R
jurisdictions in which members of the Group are & P TE R VARE & B0 5 ) B0 A0 BT
domiciled and operate. /e
Pursuant to the rules and regulations of the REREHENABRERES
Cayman lIslands and the British Virgin Islands ((EBER BB EABENRB
(“BVI”), the Group is not subject to any income tax B REEBNHSHE NEBE
in the Cayman Islands and the BVI. LRSS BAMMBEMPIEH -
The applicable Hong Kong profits tax rate of the KRR NENEBLEZHER
Company and its subsidiaries, which operate in REABEBMEREER16.5%
Hong Kong was 16.5% (2018: 16.5%). (ZZE—\F:16.5%) °

Interim Report 2019 Nickel Resources International Holdings Company Limited 81



Notes to Interim Condensed Consolidated Financial Information

R B iR S B35 R LA

82

INCOME TAX (continued)

According to the PRC Corporate Income Tax
Law, the applicable income tax rate of the PRC
subsidiaries of the Group was 25% for the six
months ended 30 June 2019 (2018: 25%).

% (&)
RIEPBEMEMBRE ANEE
WTBEARNEE=2—A
FXNA=ZTALNERZERT
BT A25% (—FT—N\F:
25% ) °

Six months ended 30 June
BEARA=+THLEREA

2019 2018
—E-hEF —ET-NEF
HK$’000 HK$'000
FExT FHIT
(Unaudited) (Unaudited)

(REBER) (CREEZ)

Income tax expense Frig Bt 2

DIVIDENDS

The Directors do not recommend the payment of
an interim dividend for the period ended 30 June
2019 (2018: Nil).
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10 LOSS PER SHARE 10 BREE
Basic E-%.N
The calculation of basic loss per share is based FREAEBEDBREARR#E
on the loss for the period attributable to owners of EAEBEHABERHEAE
the Company, and the weighted average number BATEBRZ METFHRE
of ordinary shares of 3,088,131,105 (2018: BN3,088,131,105f% ( =& —)\
3,088,131,105) in issue during the period. 4 :3,088,131,1050% ) 5T &
Diluted BE
The calculation of diluted loss per share for the six BHE-ZT-—NAFAA=+AHLL
months ended 30 June 2019 is based on the loss NERAzBREEEIETRE
attributable to owners of the Company, adjusted ARREE ABIGEBE I
to reflect the impact on the share options. The VEH AR AR ERE 2 E -
weighted average number of ordinary shares used FTEETA 2 EmAR N E F R
in the calculation is the weighted average number HAEHNKN E?é‘ﬁ & AR 2 hnwE
of the ordinary shares in issue during the period, TR (RAEEREAREE
as used in the basic loss per share calculation, and FrERE)  ARBRERFEE
the weighted average number of ordinary shares EEEEmRR AT ER
assumed to have been issued at no consideration REBRFZEEFABTZ
on the deemed exercise or conversion of all dilutive TR T AR E
potential ordinary shares into ordinary shares.
Diluted loss per share is the same as basic loss HE-_Z—hFANA=+HL
per share for the six months ended 30 June 2019 NEA - BREERE . BETE
because the impact of dilution of the share options BR#E  WEREEHEEER
is anti-dilutive. BREXRERE-
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84

PROPERTY, PLANT AND EQUIPMENT 11

M- BERRBREAM

AND PREPAID LAND LEASE T EERE
PAYMENTS
Property, Prepaid
plant and land lease
equipment payments
nE- BE Lt
R&E HERE
HK$’000 HK$’000
FHET FHEIT
(Unaudited) (REEZ)
As at 1 January 2019 R-ZF—NF—HA—AH 395,499 163,219
Additions = 96,985 -
Depreciation and amortisation £ RH7 8 KB 85 % A
charge for the period (35,080) (2,256)
Transfer to assets classified as #EEEDIEAFELE
held for sale (Note 18) 2 & (MFFE18) (39,374) (159,739)
Foreign exchange realignment  4pEs 3 & = 8 2,076 (608)
Carrying amount as at RZZE—NFA=+H
30 June 2019 ZREE 420,106 616
Less: current portion included 5 : st ATBH B - & &
in prepayments, Ko EL b JE W 5K E
deposits and other Z BIERER 5
receivables (Note 16) (Mt3E16) - (291)
Non-current portion as at RZZE—NFRA=+H
30 June 2019 Z FEENEAER 9 420,106 325
(Unaudited) (REEFEZ)
As at 1 January 2018 R-ZE—N\F—H—H 428,917 175,748
Additions NE 16,995 -
Depreciation and amortisation B RN #T & & B 55 E
charge for the period (29,304) (2,392
Foreign exchange realignment  #p& 31 & 2 48 (3,180) (1,419)
Carrying amount as at R_ZE—N\FXA=1H
30 June 2018 ZERMEE 413,428 171,937
Less: current portion included 3 : 5 AFEf A -
in prepayments, e RE M FE U
deposits and other I8 7 BNHAEE 5
receivables - (4,103)
Non-current portion as at R=_ZE—N\FXA=1H
30 June 2018 Z FEENEAER 413,428 167,834
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12 RIGHT-OF-USE ASSETS AND LEASE 12 FHRAESEEREESE

LIABILITIES

(a) Amounts recognised in the interim (a) MAPHEBREEHER
condensed consolidated statement NERBERAZEHE
of financial position
The interim condensed consolidated T HEIRS R AR & BT S AROR
statement of financial position shows the RETUTEBRAEY
following amounts relating to the leases in ¥UREEREIRS
respect of office premises and quarters for Bz HESRE:

directors and staff:

As at As at
30 June 1 January
2019 2019
R-ZB-hEFE WZZT—NF
SNA=+H —H—H
HK$’000 HK$'000
FET FATT
(Unaudited) (Unaudited)
(RBER) (RE&EZ)
Right-of-use assets fFRAEEE
Carrying amount BREE 3,356 3,356
Accumulated impairment Z 5+ E & (3,356) (3,356)
Lease liabilities HEAE
Current portion BN ER =65 1,889 2,038
Non-current portion FEBNEREL 5 - 856
1,889 2,894
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12 RIGHT-OF-USE ASSETS AND LEASE

12 FREEERHEEAE

LIABILITIES (continued)

(b) Amounts recognised in the interim
condensed consolidated income
statement
The interim condensed consolidated
income statement shows the following

()
(b)

R RGS KSR
TRAZEHE

PR RRA RERE
AT B AEWEN

amounts relating to the leases in respect of MEERBIBEEEH
office premises and quarters for directors ZHESRE:
and staff:
Six
months
ended
30 June
2019
BZE
—E-NEF
NA=+H
1EX1EA
HK$’000
FHExT
(Unaudited)
(REER)
Interest expense (Included in FERAX (FGFARERA)
finance costs) (Note 7) (H=E7) 67
Leases expenses relating to HEHAEREEEEE
short-term leases and HEEB2HERX
leases of low-value assets 1,068

The operating and financing cash outflows
for leases during the six months ended
30 June 2019 were HK$1,068,000 and
HK$1,072,000 respectively.

RERERERAR AT

HE-_Z—-NLE XA
“tHILEANBAEMEA
EvRERBMERESM
H 9 Bl A1,068,0007% 7T
1,072,000 JT °
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Notes to Interim Condensed Consolidated Financial Information

R EA R & M W E

12 RIGHT-OF-USE ASSETS AND LEASE
LIABILITIES (continued)
(c) The Group’s lease activities
The Group leases various office and
residential premises. Rental contracts are
typically made for 1 to 3 years. The leases
agreements do not impose any covenants.

13 INTANGIBLE ASSET

12

13

ﬁg%ﬁé&ﬁﬁﬁﬁ

€ FEEZHEEEH
AEERESEARAE
RiEEmE-REAN—
RAMIESF - ZSHE
17534 30 488 Bt DAE (7 325 -

BVEE

30 June 31 December
2019 2018
—F-NE  CT)F
ANA=tH +tZA=+—-H

HK$’000 HK$'000
FHERT THET
(Unaudited) (Audited)

(REEX) (EEZ)

Exclusive offtake right BRIRE R

2,384,543 2,384,543
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Notes to Interim Condensed Consolidated Financial Information

R B iR S B35 R LA

14 INVENTORIES 14 =&

30 June 31 December
2019 2018
—E-hEF —E-NF
AA=+HB +ZA=+—H

HK$’000 HK$'000
FHExT FET
(Unaudited) (Audited)

(REEXK) (REZ)

Raw materials R R 131,850 106,303
Work in progress TR 8,441 3,045
Finished goods BIRK o 98,427 114,231
Spare parts and consumables & 14 & 5 & 26,003 37,375
264,721 260,954
Less: provision for impairment & : Jel 1B /&5 18 5 5
losses (70,044) (76,279)
194,677 184,675
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Notes to Interim Condensed Consolidated Financial Information

P HA B R & B4 355 58 L B 5

15 TRADE RECEIVABLES

15 EBUWERR

30 June 31 December

2019 2018
—E-hEF —ZET-NF
AA=+H t+ZA=t+—-H

HK$’000 HK$'000
FHER THET
(Unaudited) (Audited)

(REEK) (EEZ)

Trade receivables FEURBR X 30,208 93,883
Loss allowance E R E (16,795) (16,862)
13,413 77,021

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

AEEEEPZRHTBUGEE
ARBE E-RESHEP K
WEEEP AN FIEA  ERH—
BA—=MEA - R KAEE
2 W R ) HAth S B
HEASKFMES Bt K
SEEBMBTEZEERT
[ o RSB BB L S SR ET
BEMER RS EMERRE
JEMR SR FTF S o EURSREY
REEEERAEBERES -
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Notes to Interim Condensed Consolidated Financial Information

R B iR S B35 R LA

15 TRADE RECEIVABLES (continued) 15 FEWER (#&)
An ageing analysis of trade receivables at the end RREHR REZAHFEZ
of the reporting period, based on the invoice date, JEWRR R Z BREe AT AN TS -
is as follows:

30 June 31 December

2019 2018
—E-NF —E-N\F
AB=+H +ZA=+—H

HK$’000 HK$'000
FER FHET
(Unaudited) (Audited)

(REEK) (EEZR)

Within 90 days 90H A 10,646 72,161
91 to 180 days 91%E180H - 2,138
181 to 365 days 1812365H 181 2,722
Over 1 year iR —F 19,381 16,862

30,208 93,883

0 WERERERAERADA “E-NFhBWmE



Notes to Interim Condensed Consolidated Financial Information

P HA B R & B4 355 58 L B 5

16 PREPAYMENTS, DEPOSITS AND 16 FEMNRE -RERHEHME
OTHER RECEIVABLES W FkE

30 June 31 December

2019 2018

—B-hE —T—)\F

AA=+8 +zZA=+-H

HK$’000 HK$’000

T TiET

(Unaudited) (Audited)

(RBER) (&%)

Prepayments to PT. Yiwan FEIPT. Yiwan Mining

Mining (“Yiwan”) ([Yiwan |) 2 /18 12,525 12,581
Prepayments to other suppliers &/ £ b it & 7 > 7718 123,055 41,149
Other prepayments H A TERRIB 1,615 1,816
Value-added tax recoverable ] 4 [@ & (& i 46,312 47,686
Current portion of prepaid land T8+ £ 70 & 718 ~

lease payments (Note 11) BERED > (PREE11) 291 3,948

183,798 107,180
Deposits and other receivables 1% & K £ i i U 1 18 122,447 39,940
Loss allowance for other Hiv e RIg BB EE
receivables (7,315) (7,943)
298,930 189,177
The carrying amounts of receivables and deposits FEWFIERIECETEREFES
approximate their fair values. ZAREERE -
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Notes to Interim Condensed Consolidated Financial Information

R B iR S B35 R LA

17 CASH AND CASH EQUIVALENTSAND 17 RERBLEEYHEHDIK
PLEDGED TIME DEPOSITS HEHFR

30 June 31 December
2019 2018
—E-AF —E-NE
ARA=+H +ZA=t+—H

HK$’000 HK$'000
FET FHT
(Unaudited) (Audited)

(REER) (EEZ)

Cash and bank balances e RIRTTHE 30,998 4,256
Pledged time deposits BB EEHER 24 24
31,022 4,280
Less: Pledged time deposits i : A3 HIR1TH K ZE
for issuing bank Z B EEBER
acceptance notes (P5E19(0))
(Note 19(b)) (12) (12)
Pledged time deposits REERESR
for senior bonds and AR ES 2
convertible bonds BEMTE TR
(Note 21() and 22) (B E21()222) (12) (12)
Cash and cash equivalents RekReEEY 30,998 4,256

92  WEREBRERARADA “E-NFhBWmE



18

Notes to Interim Condensed Consolidated Financial Information

P HA B R & B4 355 58 L B 5

ASSETS CLASSIFIED AS HELD FOR 18 SEAREHEZEE
SALE

On 29 May 2019, the Group entered into a
disposal agreement with the Purchaser, pursuant
to which the Group has conditionally agreed to
sell and the Purchaser has conditionally agreed to
purchase certain property, plant and equipment
and the related prepaid land lease payments of
the Group located in Lianyugang, PRC for an
aggregate consideration of RMB299,800,000
(equivalent to HK$340,798,000). During the period
ended 30 June 2019, a deposit of HK$51,154,000
(equivalent to RMB45,000,000) was received
from the Purchaser. Management expects the
transaction to be completed within a year from
30 June 2019. Consequently, the following assets
were reclassified as assets held for sale as at 30

RZZE—AERA=-thB"
AEERE HET M HERHE-
Bl AEEEEKRHERESR
EMEFEBEKRHEREEE
AREBURPHREESZH
T -BER&ENLRIAH
BT AERE BREA
A R #299,800,0007T (& R
340,798,000 L) - RE = =
T-NAEXA=ZTBIHRE
B\ B 75 W ELEZ £51,154,000
BT (FHE R AR 45,000,000
) EHEEH RHEAZ
E-NENAZ+HHEN—F
ANTEK - ER UTEER-ZF

June 2019: —NFRNAZTHESEAR
EHEZEE:
HK$’000
FET
Property, plant and equipment (Note 11) #1% ~ BiE K %4 (FisE11) 39,374
Prepaid land lease payments (Note 11)  FB{J £ 1 & k38 (Ff3E11) 159,739
Assets classified as held for sale DEABIEHEZEE 199,113

19 TRADE AND NOTES PAYABLES

19 ENRIRESRE

30 June 31 December
2019 2018
—E-NF —T-N\F
ARA=+H +tZA=t—H
Notes HK$’000 HK$'000
iEsd FHER FHET
(Unaudited) (Audited)
(REER) (&%)
Trade payables FERTERR @ 266,703 187,514
Notes payables A3 (b) 14,655 14,207
281,358 201,721
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Notes to Interim Condensed Consolidated Financial Information

o A B & B4 35 8 L B R

19 TRADE AND NOTES PAYABLES
(continued)
(@) Trade payables
An ageing analysis of the trade payables at
the end of the reporting period, based on

19

ENERFRENSERE

(&)

(@) FEFERX
REREER R H
FTEZERERCER

the invoice date, is as follows: AT
30 June 31 December
2019 2018
—ZET-hEF —E-N\F
ANA=+HB +ZHA=+—H
HK$’000 HK$’000
FET TFHET
(Unaudited) (Audited)
(REER) (F&FEZ)
Within 90 days 90H A 172,658 84,958
91 to 180 days 91£E180H 27,406 5,180
181 to 365 days 181%2365H 4,422 31,511
1 to 2 years 1ZE24F 27,705 25,322
2 to 3 years 2E3F 2,119 6,248
Over 3 years HBIB3F 32,393 34,295
266,703 187,514

Trade payables are normally settled on
terms of 60 to 180 days. The carrying
amounts of trade payables approximate
their fair values at the end of the reporting
period.

%  WEREBRERARADA

AR e SRRV
60ZE180H ° 74 ¥k & £7
R ENERHRZ R (E &
HARBERSE-
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Notes to Interim Condensed Consolidated Financial Information

A B R & B 35 5 LB R

19 TRADE AND NOTES PAYABLES
(continued)

(b)

Interim Report 2019

Notes payables

As at 30 June 2019, notes payable of
HK$14,655,000 (31 December 2018:
HK$14,207,000) were denominated
in RMB and secured by time deposits
of HK$12,000 (31 December 2018:
HK$12,000) (Note 17). The carrying amount
of notes payable approximate their fair
values at the end of the reporting period.

An ageing analysis of the notes payables of
the Group at 30 June 2019 is as follows:

19 ENERARESRE

(%)

(b)

ERERE

R-_E—hAhEXA=ZF
A - B 32 #514,655,000
BT (ZE—N\FE+=A
=+—H :14,207,000/%
TT)UAREE WA
T HiF 12,0008 7T (=
E—NEFE+_A=+—
A 12,000/ 7T) (Mt
17)1E B IF - RRE
HAR ENZEHEZER
BEHEQNAEERE-

RZE—NFRA=+
B AEERNEEE
oM

30 June 31 December

2019 2018

—B-NE ST

AB=tE t-A=t-H

HK$’000 HK$'000

FET FHET

(Unaudited) (Audited)

(REER) (#e#E%)

Within 90 days 90H A 73 4,268
91 to 180 days 91E180H 466 8,239
181 to 365 days 181E365H 12,855 1,700
1 to 2 years 15E24F 1,261 -
14,655 14,207
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Notes to Interim Condensed Consolidated Financial Information

o A B & B4 35 8 L B R

20 OTHER PAYABLES AND ACCRUALS

20

HttENREAREFEE

30 June 31 December

2019 2018
—E¥-hE —TNF
AB=tH +ZA=+-—H

HK$’000 HK$’000
FTHER FHET
(Unaudited) (Audited)

(REEXK) (REZ)

Contract Liabilities (Note (a)) HaE (fEe) 116,797 51,222
Deposit received E HSZ:HZ% 51,154 -
Payables related to BEAYZE  HE R

purchases of property, HEEHE

plant and equipment FETRIE 62,830 59,359
Accrued interest expense FEFFI BRI X 1,358,875 1,154,620
Payroll payable ERNITE 64,898 70,605
Amounts due to directors R EERIE 98,655 90,061
Provision for claims and RRRAGDEE

disputes (Note (b)) (MHEE®D) 127,018 126,290
Others E At 235,715 252,158

2,115,942 1,804,315

As at 30 June 2019, the carrying amounts of R-ZT—hEFRA=+H H#
other payables and accruals approximate their fair ENFEREFAENEREEE
values. EERNAEBERE -

Note (a): Contract liabilities represent the advance payments
received from customers for sales of goods which
the performance obligation has not yet been satisfied
as at 30 June 2019.

Note (b):  Provision for claims and disputes mainly represents
provision for claims from certain vessel owners under
certain contracts of affreightment amounting to
HK$102,276,000 (2018: HK$103,610,000).

% EREBRERARADA

Mizt@) : &K B EEHEERKRE
EPZERNRAEREENE
EHARR=_F-NFXA
=t REK-

Mizt@): BHRERMNBEESERSE
TFHMEEGHNETETH
F+ B R #1#%102,276,000
BT (ZF — N\F
103,610,000/ 7T.) ©
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Notes to Interim Condensed Consolidated Financial Information

PR R S M R E

21 BANK AND OTHER BORROWINGS 21 RBIOTRHEMEE
30 June 2019 31 December 2018
ZE-MERAZTA —2-\E+Zf=1-H
(Unaudited) (Audited)
(RBEH) (&7%)
Contractual Contractual
interest Original interest Original
Notes rate (%) maturity HK$'000 maturity HK$'000
ik ARRE%) FEHHA TER REHA i
Current E
Curent bank loan HERTER Gl 66 2019 95430 66 2019 95,811
- seoured -HER “E-0F —E-hF
Current syndicated bank loan HEBRMEN o) 5.2-66 2019 566,148 52-66 2019 568,409
- seoured -HER —E-hF Z3-0E
Current bank loans HERIER (] 48-5.7 2019 403,166 4857 2019 404,777
- unsecured -BER ZE-hEF —E-0E
Other loans A ER 0] 114 2014-2015 227,350 14 20142015 28258
“§-QE- “E-mE-
—E-%f —E-1%
Other borrowings - unsecured EfEE-2HR
- related parties -BEn €] Nil-43.2  On demand 91,066 Ni-432  On demand 88,809
2-432 EREREE T-432 BRERER
- Potentiel Investor -EEREE f Ni-10.0  On demand 236,671 NH00  On demend 205976
2-100 ZRERME 2-100 BREREE
- related partes of the Potential -EEREEN ) 11.0-584  2015-2017 208864  110-584 20152017 300,057
Investor BEn —E-%f- Z3-RE-
—g-tf “B-tF
- other third parties -EE=H (9 Nil-36.5  2014-2017, 239,362 NiF365  2014-2017, 183,791
%-365 ondemand Z-35  ondemand
—E-mE- -
ZB-tf
BRERHE EREXRE
Other borrowings - secured EhEE-HER ) Nil 2018 820 Nil 2018 820
- other third parties -ERE=F g E-0\F T ZE)\%
The 12% Coupon Senior Bonds 1EELERESF () 120 2018 390,990 120 2018 390,990
—g-)\f B-)\F
The Modified 10% BBT%EES ] 10.0 2015 28,400 10.0 2015 28400
Coupon Bonds &% —%-1f —I-1f
2,578,267 2,616,098
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R B iR S B35 R LA

21

98

BANK AND OTHER BORROWINGS
(continued)

Notes:

(a)

(b)

Current secured bank loan

As at 30 June 2019, this bank loan is secured by
a number of leasehold land (including prepaid land
lease payments under assets classified as held for
sale) in Mainland China with net carrying amount of
HK$38,566,000 (2018: HK$38,720,000).

During the period ended 30 June 2019, the loan has
became overdue and the Group also failed to pay its
relevant interest totalling HK$11,982,000. As a result,
the outstanding amount of the loan of RMB83,950,000
(equivalent to HK$95,430,000) together with the
related interest expense are immediately due and
payable as at 30 June 2019. The directors are
currently negotiating with the bank for the release of
the charge on the secured leasehold land in order to
complete the transaction as detailed in Note 18 for
the repayment of the principal and the related interest
expense of the loan.

Current secured syndicated bank loan

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

RERERERAR AT

21

RITRHEMEE ()

i

(a)

(b)

B AIEFRITER
RZZT—AFAA=+HB"Z
FRTERUABIELARHEKX
EZHEELT (BESEARR
EHEZEEB T 2B it
HEERE) EER REFEA
38,566,000 7T (ZF—/\4F:
38,720,000/ 7T.) °

REE-_Z-AFAA=+
BIEEM ZEERE 8-
AN M IR B S EAE R
B4 11,982,000 7T - A
- ERXRZHREESEA
R #83,950,0007T (18 & R
95,430,000/ 7t ) i& [A) 48 A 7
BHYR-Z—NFXA=+
HENRZIH R et - ZEE B Al
ERBREEFEG IR
50 BASE AR M AR 18Rl 2 &2
SERBERZ RS REEFL
B S BRI THETTRE RS

EPHA7S 1K 17 68 M & 3K
RZZT—R"F—A XEEE
BRE—RERE-B=F8
R EE RN AR KE498E &
o (VTS5 REE;
BRAKER -_Z—HF+=
A=+—AMAKEENETR
TERLRENER 2855
A AR#268,620,0007T kAR
#£79,737,0007T : K (i) RAEE
RUFEIETREEREEE
% &% /3 AR %150,000,000
T([HERE]) A=
F-RBE-ZT—XRE+=A
St-HLEEE HERED
2 HIRE

— TN
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R EA R & M W E

BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(b)

()

RITREMEE (F)

BieE: (4)

Current secured syndicated bank loan (b) A EFREMER (80
(continued)
The syndicated loan is secured by certain property, BEERAAEEETHEA
plant and equipment and prepaid land lease payments ANETYE BMEREER
(including prepaid land lease payments under assets ERf LB ERE(BESE
classified as held for sale) of certain subsidiaries of AEEREZEAEB N2 AN
the Group. However, the Group failed to fulfil certain TH A ERIE)ER AR
undertakings and restrictive covenant requirements AEBMAETREER R HEE
under these syndicated loan facilities upon signing AREEBITZEREERMER
the syndicated loan agreement. In addition, the THE TAGERRHIERHEE
Group also failed to pay its relevant interest totalling JE o kAN REB KRR E
HK$59,374,000 up to 30 June 2019. As a result, the E-Z-NAFRA=+tHEH
outstanding amount of the 3-year syndicated loan 59,374,000/ 7T 2 #H @8 1 8.
of RMB498 million (equivalent to HK$566,148,000) I SFEHIREME K2 Mk
together with the related interest expense are BiESBARKBI08EHETT (48
immediately due and payable as at 30 June 2019. & 14566,148,0007% 7T, ) i [ 18
ARMSRAIR_ZE—NE~A
=+ HERRI R -
During the period ended 30 June 2019, the syndicated REBEZE-_Z—NFA=+H
loan has also became overdue when the Group failed IR REERTERAE
to repay the principal amount of the loan together EREEEERASEERME
with the related interest expense. The directors are BN SR Aa-EE0
currently negotiating with the syndicate of banks for the 1E BL3A 6008 it I PR ) 1 32
waiver of the breach of the undertaking and restrictive HRERBERBEINERIFE
covenant requirements and to extend the loan for (BIFERMBER S ) EER
another 3 years, including extension of the related BT THERY o
interest payments.
Current unsecured bank loans (©) BNHIEIMRITER
In June 2016, the Group obtained an unsecured 3-year NR-ZTE—RENA KXEEFED
loan facility for an amount of RMB360 million from BhE—RITRESERKF=
a PRC bank (the “Unsecured Loan Facility”). During FHEXRE cBEAARE
the year ended 31 December 2016, approximately 360/ BT ([ K HE R e
RMB355 million has been drawn down from the B]) RBE-T—AF+=
Unsecured Loan Facility mainly to replace part of B=+—RLEFE BEEE
the loans in relation to the proposed disposal of HERREPIRR—EERD
a 30% equity interest in SEAM to the extent of ARE355HET WHEER
RMB300,000,000 as detailed in note (d) below. REREEESHEmTRE
0% AR B I D EH &
%8 /% A R ¥:300,000,0007T (40
TR )R ©
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R B iR S B35 R LA

21

100

BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(c)

(d)

Current unsecured bank loans (continued)
However, the Group failed to fulfil certain undertakings
and restrictive covenant requirements under this
Unsecured Loan Facility upon signing the loan
agreement. The Group also failed to pay its related
interest totalling HK$44,493,000 up to 30 June 2019.
As a result, the outstanding amount of this loan of
RMB355 million (equivalent to HK$403,166,000)
together with the related interest expense are
immediately due and payable as at 30 June 2019.

During the period ended 30 June 2019, the loan
has also became overdue when the Group failed
to repay the principal amount of the loan together
with the related interest expense. The directors are
currently negotiating with the bank for the waiver of
the breach of the undertaking and restrictive covenant
requirements and to extend the loan for another
3 years, including extension of the related interest
payments.

Other loans

On 21 January 2013, the Group entered into a non-
binding framework agreement with Beijing Wincapital
in relation to the disposal of a 30% equity interest
in SEAM, a wholly-owned subsidiary of the Group.
The aggregate disposal consideration is expected
to be approximately US$150 million (equivalent to
approximately HK$1,170 million). The proposed
transaction is yet to complete and no formal sales and
purchase agreement has been entered into up to the
date of approval of the interim condensed consolidated
financial information.

RERERERAR AT

21

RITRHEMEE ()

GERNC

(c)

(d)

ENHI IR IR RITE R ()
AR RERBERETER B H
BAREEBITHEIEREREE
BT ARG R IR
BE AKRBENRKRELFEE
E-Z-NFRA=tHEH
44,493,000/ 7T 2 HH B 7 &
Eit - WHERZ HRERES
BARMKSSSAE T (MHER
403,166,000 7T ) 32 =] 48 7 7
BRIR=_T-AEXA=T+
B BB 2 HA pe A+ o

REBE-_Z-AFRA=1AH
IEHR - ERERTERASE
ERGEEEERASBERNA
BAMERXBaN-EER
IEBLFA I8 R R ] 1R
R ME RS BB IMERIF
(BIEERABRAN 8 50) HiR
ITHEATIER ©

HitEH
RZZ—=%—A=+—8"
AEEEILRER AR L
EAREEEHE A REFR
2E30% R AN 4 25 1) 4 40 3R D AE
Rip-wHERBEREF AKX
#7150,000,0003% 7T (48 & R 4)
1170E BB L) B EF B
B4R A BT RS AR B 8 2
HERSINMARTTH - AR LA
I EXE T

— TN
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R EA R & M W E

BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(d)

Other loans (continued)

In connection with the proposed disposal, Beijing
Wincapital arranged certain loan finance (“Financing
Loans”) to the Group in the aggregate amounts of
RMB400,000,000 up to 31 December 2016. Such
borrowings can be settled by offsetting against the
disposal consideration should the proposed disposal
be completed.

During the year ended 31 December 2017, a
loan arranged by Beijing Wincapital amounting to
RMB200,000,000 has been novated to Pingyuan,
which is a beneficial owner of the Potential Investor, as
mentioned in note (f) below.

As at 31 December 2017, the Financing Loan
comprised of a loan provided by Gongyi Jiahui
Technology Promotion Service Centre LLP (‘Gongyi
Jiahui”) in the aggregate of RMB200,000,000 for
a term of three to six months from the respective
drawdown dates.

As at 30 June 2019, the outstanding Financing
Loan totalling RMB200,000,000 (equivalent to
HK227,350,000) remained overdue. The Group is in
the process of negotiating with the counterparties to
extend the terms of these outstanding balances.

RITREMEE (F)

BieE: (4)

(d)

Hitb & X (4)
RERLEFEMS HEZ
FT-—NE+-A=+—801%
REmAREBMTHETER
e (TREER])  BEAA
R #400,000,0007T ° fi# 22 3
EBUATR  BREEE R H#IE
HHERBEX e

nEE-_ZT—+tF+=A
St-BUEFE RERYT
B2 B3 AR #200,000,0007T
BEETFR MFRAELE
BREEZEHHEAA(MTX
i EE(MFTIR) o

RZZ—tFF+_A=+—
B REERBEZRETERE
BT ERER L (BRER)
(TEFEE]RM—FEHA
R %200,000,0007T 2 B &
M= XMEA (REERKE
HARERT) ©

R-ZT-—AEXA=+8"
MAEEBREERAHKA
K #200,000,0007T (8% R
227,350,000/ 7T ) {73381 # < A
EE AR F TR
NERZEREEREZH
B o
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R B iR S B35 R LA

21

102

BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(e)

®

Unsecured borrowings from related parties

As at 30 June 2019 and 31 December 2018,
unsecured borrowings from related parties
comprised of: (i) loans from a relative of Mr. Dong of
RMB25,700,000 (equivalent to HK$29,215,000) (2018:
equivalent to HK$29,331,000), which bear interest at
rates of 36% to 43% per annum; and (i) loans from the
ultimate holding company of the Company consisting
of amounts of $$5,642,000, US$1,715,000 and
HK$15,851,000 (2018: HK$13,800,000) (in aggregate
equivalent to HK$61,851,000) (2018: HK$59,478,000),
which bear interest at a rate of 8% per annum except
for an amount of US$1,715,000, which is interest free.

Unsecured borrowings from the Potential
Investor and related parties of the Potential
Investor

As at 30 June 2019, the total borrowings obtained
from the Potential Investor and certain related parties of
the Potential Investor amounted to RMB471,110,000
(equivalent to HK$535,535,000) (2018:
RMB460,910,000 (equivalent to HK$526,033,000))
which included the loan novated from Beijing
Wincapital to Pingyuan of RMB200,000,000 (equivalent
to HK$227,350,000) (2018: HK$228,258,000) as
detailed in note (d) above.

All of these borrowings were overdue as at 30 June
2019. The Group has been actively negotiating with the
lenders of the above borrowings for the renewal and
extension of the repayment dates for a term of 2 years.
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(@)

Unsecured borrowings from other third parties
As at 30 June 2019, unsecured borrowings from
other third parties comprised of: () a loan from an
independent third party of RMB1,000,000 (equivalent
to HK$1,137,000) (2018: equivalent to HK$1,141,000),
which bear interest at 12% per annum; (i) a loan
from an independent third party of US$2,500,000
(equivalent to HK$19,538,000) (2018: equivalent
to HK$19,583,000), which bear interest at 8% per
annum; (i) an interest-free loan of RMB4,879,000
(equivalent to HK$5,546,000) (2018:HK$5,569,000)
provided by a customer of the Group which is
repayable on demand; (iv) loans from certain
independent third parties of RMB6,500,000 (equivalent
to HK$7,389,000) (2018: RMB7,000,000 (equivalent
to HK$7,989,000)), RMB17,000,000 (equivalent to
HK$19,325,000) (2018: equivalent to HK$19,402,000))
and RMB4,000,000 (equivalent to HK$4,547,000)
(2018: equivalent to HK$4,565,000)) which bear
interest at rates of 21.6% per annum, 19.2% per
annum and 36.5% per annum, respectively.

In addition, during the year ended 31 December
2018, the Group obtained an interest-free loan
from a potential business partner, which is also
an independent third party, of RMB110,000,000
(equivalent to HK$125,042,000) which is repayable
on demand. During the period ended 30 June 2019,
an addition of loan of RMB50,000,000 (equivalent
HK$56,838,000) was provided by this strategic
business partner on the same term.
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(9) Unsecured borrowings from other third parties
(continued)
As at 30 June 2019, unsecured borrowings to the
extent of HK$51,936,000 (2018: HK$52,680,000)
and HK$187,426,000 (2018: HK$131,111,000) were
overdue and repayable on demand, respectively.

(h) Secured borrowings from other third parties
As at 30 June 2019, secured borrowings from other
third parties represent a loan from an independent
third party of HK$820,000, which is interest-free and
secured by personal guarantee of Mr. Dong, and the
loan remained outstanding and overdue.

i) The 12% Coupon Senior Bonds
The movements of the liability and derivative
components of the 12% Coupon Senior Bonds are as
follows:

21 RITREMEE ()
Wi (4
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

(U]

The 12% Coupon Senior Bonds (continued)
Note:

During the year ended 31 December 2014, the
Company failed to make interest payment under the
relevant terms and conditions of the Modified 10%
Coupon Bonds (see note (j) below), 12% Coupon
Senior Bonds and 8% Coupon Convertible Bonds of
HK$1,420,000, HK$11,698,000 and HK$2,990,000
respectively. This constituted an event of default under
the respective terms of the Bonds. As a result, the
outstanding carrying amounts of the Modified 10%
Coupon Bonds, 12% Coupon Senior Bonds and 8%
Coupon Convertible Bonds became immediately due
and payable. In addition, unwinding of interest was
accelerated; and all the liabilities of the Bonds have
been classified as current liabilities.

During the year ended 31 December 2018, the
Company also failed to make further interest payments
of the Bonds of HK$13,112,000 in accordance with
the respective terms of the Bonds.
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BANK AND OTHER BORROWINGS
(continued)
Notes: (continued)

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

Despite the above, DB Trustees (Hong Kong) Limited,
the trustee for the holders of the Bonds, has not
demanded immediate repayment of the Bonds and
their related interest up to the date of approval of the
interim condensed consolidated financial information.
The Group has been actively negotiating with the
holders of the Bonds for the execution of the Debt
Restructuring Proposal to facilitate the Group meeting
its obligations. At the meetings of the holders of
the 12% Coupon Senior Bonds and 8% Coupon
Convertible Bonds held on 21 June 2016 and 6 July
2016, respectively, extraordinary resolutions were
passed and resolved that no holder of the 12%
Coupon Senior Bonds and 8% Coupon Convertible
Bonds shall demand repayment of any amount
due under the 12% Coupon Senior Bonds and 8%
Coupon Convertible Bonds or take any action to
enforce the payment of monies or exercise any other
right thereunder or otherwise take any action against
the Company whether or not under the terms and
conditions of the 12% Senior Bonds and 8% Coupon
Convertible Bonds or request the trustee to take any of

the foregoing actions.

Following the passing and effectiveness of these
resolutions, the Company is preparing the necessary
documents to submit to the courts for the relevant
creditors’ approval and court sanction for the Cayman
Scheme and the Hong Kong Scheme under the Debt

Restructuring Proposal.

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

Restructuring Proposal.
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21  BANK AND OTHER BORROWINGS 21
(continued)
Notes: (continued)

@) The Modified 10% Coupon Bonds
As at 30 June 2019 and 31 December 2018, an event
of default occurred under the terms of the Modified
10% Coupon Bonds, details of which have been
disclosed in note (i) above.

22 CONVERTIBLE BONDS 22
The movements of the liability and derivative
components of the 8% Coupon Convertible Bonds
are as follows:

RITRHEMEE (F)
iz ()

() BIET10%RE L ES
RZB—AFRA=+BR=
Z-NF+_A=+—8B'R
BEEFTI0%REBES 2 K
REEBOEMS FBERLEX
B ) B 3%

CE: Yt
8%RE B A RBREF 2B AR
TTETASS 2EEHINT:

Liability
component of
convertible
bonds Derivatives Total
THRRESZ
BEBS fTEIR @st
HK$'000 HK$'000 HK$'000
FET FET FHET
At 1 January, 30 Juneand R -ZT—\F
31 December 2018, —A—8-
1 January and ANA=Z+ER
30 June 2019 +ZR=+—Hk
—E-NF
—A—BAk
~NA=t+AH 46,775 - 46,775

The fair values of the derivatives were valued
by Greater China Appraisal Limited using the
scenario analysis model as at 31 December 2017.
Management performed the valuation during the
year ended 31 December 2018 and considered
that there is no significant change in the values
since 31 December 2017.
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22 CONVERTIBLE BONDS (continued)

The fair values of the derivatives comprised:

108

(i)

(i)

The fair value of the option of the
bondholders to convert the 8% Coupon
Convertible Bonds into ordinary shares of
the Company at the conversion price;

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

The fair value of the potential option of the
holders to request the Company to redeem
the 8% Coupon Convertible Bonds upon

the occurrence of “Relevant Event” (Note).

Note:

A “Relevant Event” occurs:

(1) when the ordinary shares of the Company
cease to be listed or admitted to trading, or
the trading of which is suspended for a period
of more than 90 consecutive calendars, on
the Hong Kong Stock Exchange; or

2) when there is a change of control in the
Company.
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CONVERTIBLE BONDS (continued)
These options are interdependent as only one of
these options can be exercised. Therefore, they
are not able to be accounted for separately and
a single compound derivative financial instrument
was recognised. The Convertible Bonds are
matured during the year ended 31 December 2018
and the options above are all expired as at 31
December 2018.

The 8% Coupon Convertible Bonds and the
12% Coupon Senior Bonds (as detailed in Note
21() above) are secured by (i) the pledge of the
Group’s time deposits amounting to HK$12,000;
(i) all of the rights, interest, title and benefits of
the Exclusive Offtake Agreement; and (jii) all of the
shares held by First Elite Development Limited
in S.E.A. Mining Limited, a private company
incorporated in Hong Kong with limited liability,
which is the sole legal and beneficial holder of the
convertible bonds issued by Yiwan with principals
amounting to HK$46,500,000 and US$3,000,000,
respectively which are convertible into ordinary
shares of Yiwan.

As at 30 June 2019, an event of default occurred
under the terms of the 8% Coupon Convertible
Bonds, details of which have been disclosed in
Note 21(i).
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SHARE CAPITAL 23 K&
Six months ended 30 June 2019 Six months ended 30 June 20 8
BEZ®-MEARZtE  HE-T-N\EAAS
L~fEA IE~EA
Number of Number of
ordinary ordinary
shares HK$'000 shares HK$'000
EERY TER LBk FHL
Authorised (HK$0.1 each): A (BRR0.1ETT) :
At beginning and REREAR
end of the period 5,000,000,000 500,000  5,000,000,000 500,000
Issued and fully paid BETRAR
(HK$0.1 each): (BRo.1BT) :
At beginning and RANRER
end of the period 3,088,131,105 308,813  3,088,131,105 308,813
SHARE-BASED PAYMENT 24 DB BIR

On 2 May 2005, the Company approved a share
option scheme (the “Share Option Scheme”) under
which the Directors may, at their discretion, grant
options to the Directors and employees of the
Group to subscribe for shares in the Company.
The subscription price for shares under the
Share Option Scheme will be determined by the
Directors, which shall be calculated at the time
of grant of the relevant option and shall not be
less than the highest of () the nominal value of a
share; (ii) the closing price of a share as stated in
the Hong Kong Stock Exchange’s daily quotation
sheet on the date of grant of the relevant option,
which must be a business day; and (i) the average
closing price of the shares as stated in the Hong
Kong Stock Exchange’s daily quotation sheets for
the five business days immediately preceding the
date of grant of the relevant option.
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SHARE-BASED PAYMENT (continued)
The maximum number of shares in respect of
which options may be granted under the Share
Option Scheme must not exceed 10% of the
share capital of the Company in issue and may not
exceed in nominal value 30% of the issued share
capital of the Company in issue for a period of
10 consecutive years. The Share Option Scheme
will remain in force for the period of 10 years
commencing on 2 May 2005. No option may be
granted to any one person which, if exercised
in full, would result in the total number of shares
which were already issued and may fall to be
issued to him under all the options previously
granted to him pursuant to the Share Option
Scheme in any 12-month period up to the date of
grant, exceeding 1% of the maximum aggregate
number of shares for the time being issued and
which may fall to be issued under the Share Option
Scheme.

Share options granted to a Director, chief executive
or substantial shareholder of the Company, or to
any of their associates, are subject to approval
in advance by the independent non-executive
directors. In addition, any share options granted to
a substantial shareholder or an independent non-
executive director, or to any of their associates,
in excess of 0.1% of the shares of the Company
in issue at any time or with an aggregate value
(based on the price of the Company’s shares at
the date of grant) in excess of HK$5 million, within
any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

During the six months ended 30 June 2019,
800,000 share options lapsed, with no share
options being granted or exercised.
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FAIR VALUE HIERARCHY

The Group uses the following hierarchy for
determining and disclosing the fair values of
financial instruments.

Level 1: fair values measured based on quoted
prices (unadjusted) in active markets for
identical assets or liabilities

Level 2: fair values measured based on input
other than quoted prices included within
level 1 that are observable for asset or
liability, either directly (that is, as prices)

or indirectly (that is, derived from prices)

Level 38:  fair values measured based on inputs for
the asset or liability that are not based
on observable market data (that is,

unobservable inputs)

As at 30 June 2019 and 31 December 2018, the
Group did not have any financial instruments that
are carried at fair value.

CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES

The Group follows the guidance of IAS37
“Provisions, Contingent Liabilities and Contingent
Assets” to determine when contingent liabilities
should be recognised, which requires significant
judgement.

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

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

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

In March 2014, the Company received
certain legal letters (the “Letters”) from
the Buyers dated 20 March 2014, which
purported to be statutory demands serviced
to the Company pursuant to section
178(1)(a) of the Companies (Winding Up
and Miscellaneous Provisions) Ordinance
(Cap.32) (“Statutory Demand”).

26

SRBE RRRMG
(%)

A EBEEMEAORRFR
REHEABRENBE < EE
MR BIERANITE AR
FFRIBEEREOELIZE 52
ERRHAAANERRE#EN
& 12 B Y B R EA ) B8 - 1
fl B B SRR A RAAERE -
Bl REY ERNEER
RIS «

(@) EZRock Resource
Limited ([RR J)
% United Mineral
Limited (UM 1) (%
BIER]) 25FA
R-ZZT—ME=ZA AR
AEEERELBEHA
—E—NmNF=A=+H
KRBT EEERG ([Z25
i) EPEEAIR
& (2R (B RIER
SO B (F32%)F
178(1)(@) kMR A2 7 21
ZAEEBERREE (X

EERREE]) -

Nickel Resources International Holdings Company Limited 113



Notes to Interim Condensed Consolidated Financial Information

R B iR S B35 R LA

26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

114

(C)

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

The Letters concern disputes between the
Group and the Buyers relating to certain
primary contracts for the sale and purchase
of Indonesian iron ores, and contain
claims for (i) an amount of US$10,347,698
(equivalent to approximately
HK$80,242,000) which comprises
the demand for return of an advance
payment made by RR to the Group of
US$3,000,000 (equivalent to approximately
HK$23,264,000) and interest thereon to
the extent of US$7,347,698 (equivalent
to approximately HK$56,978,000)
payable up to 20 March 2014; and (i) an
amount of RMB70,355,783 (equivalent
to approximately HK$89,488,000) which
comprises the demand for return of an
advance payment made by UM to the
Group of RMB20,000,000 (equivalent to
approximately HK$25,438,000) and interest
thereon to the extent of RMB50,355,783
(equivalent to approximately
HK$64,050,000) payable up to 20 March
2014. The Company as guarantor to the
abovementioned primary contracts is
therefore also a party to these litigations.

RERER R AR AR
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

(@)

Interim Report 2019

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

On 4 April 2014, the Group issued a legal
letter to the legal representative of the
Buyers requesting them to withdraw the
Statutory Demand as the Group considers
that it has bona fide defences on substantial
grounds to the claims asserted from the
Buyers, and the Group also considers it has
very substantial counterclaims against the
Buyers as a result of their non-performance
of the relevant contracts.

On 7 April 2014, the Group received
another legal letter from the legal
representative of the Buyers informing that
the Buyers will not present their winding
up petition against the Company without
serving a 3-day notice.

26 HAEE BHERMSH

(%)
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

116

(C)

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

On 11 April 2014, the Company received
another statutory demand from the legal
representative of UM to claim for certain
interest charge (“Interest Charge”) on certain
loans provided by UM to the Group (the
principal of which had been fully repaid
before 31 December 2013) calculated
up to 11 April 2014 (as supplemented by
another legal letter dated 15 April 2014),
together with the related penalty, to the
extent of US$3,839,000 (equivalent to
approximately HK$29,770,000). The
Group has subsequently replied, through
its legal representative, that most of the
claimed Interest Charge are unenforceable
at law but agreed to pay the relevant
interest charge (after tax) calculated under
normal contract terms in the amount of
US$345,000 (equivalent to approximately
HK$2,675,000) which had been provided
for during the year ended 31 December
2013.

RERERERAR AT
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

(@)

Interim Report 2019

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

On 9 May 2014, the Group received
another legal letter from the legal
representative of UM informing that UM will
not present its winding up petition against
the Company without serving a 3-day
notice.

In October 2014, the legal representative of
UM issued a letter to the Group requesting
payment for the amount of US$345,000
and the Group fully settled the amount in
November 2014.

On 18 November 2014, a subsidiary of the
Group received a legal letter from RR, which
purported to be statutory demand serviced
to the subsidiary pursuant to section
254(2)(a) of the Singapore Companies
Act (Cap.50), requesting for settlement of
a payable of US$1,726,000 (equivalent
to approximately HK$13,387,000) (the
“Unpaid Invoices”), which has been
included as current liabilities of the Group in
the consolidated financial statements.

26 HAEE BHERMSH
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

118

(C)

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

On 8 December 2014, the Group issued a
legal letter to RR requesting RR to withdraw
such statutory demand and confirm that
RR will not commence winding up of the
aforementioned subsidiary as the Group
considers it has bona fide defences on
substantial grounds to the claims asserted
in RR’s letter dated 18 November 2014
and significant cross-claims against RR and
therefore the Unpaid Invoices should not be
settled at this stage since the Group would
be entitled to set these sums off against its
very substantial counterclaims for RR and/
or UM.

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

RERER R AR AR
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

(@)

Interim Report 2019

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

In order to resolve certain of the above
claims and disputes, Yongtong Special
Steel and CNRG, subsidiaries of the Group,
also entered into an agreement with RR
on 6 June 2016, pursuant to which, and
on a “no admission of liability” basis that,
Yongtong Special Steel shall deliver certain
equipment to RR as a consideration for
offsetting any payables due by the Group
to RR to the extent of RMB30,000,000
(the “Consideration Equipment”). Upon
delivery of all relevant equipment and
acknowledgement receipt by RR, any
liabilities that the Group may owe to RR
shall be reduced by RMB30,000,000.
These equipment have been delivered to
and acknowledged receipt by RR before 31
December 2016.

26 HAEE BHERMSH
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

120

(C)

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

During the year ended 31 December 2017,
the Company, Mr. Dong and the Buyers
entered into a settlement agreement (the
“Settlement Agreement”) pursuant to which
all these parties agreed to fully settle the
above litigation matters, amongst other
terms and conditions, at an aggregate
consideration of US$12,000,000 as follows:

0] an amount of US$5,000,000 to
be satisfied by the aforementioned
Consideration Equipment of
Yongtong Special Steel delivered
to RR during the year ended 31
December 2016; and

(ii) the remaining amount of
US$7,000,000 to be settled by Mr.
Dong on behalf of the Company,
by transferring his entire personally
interest in 50% equity interests in
an unlisted entity to UM or a party
specified by UM.

As at 30 June 2019, the above Settlement
Agreement is still under execution. Based
on the terms of the Settlement Agreement,
the directors consider that the Settlement
Agreement will be fully executed in 2019
and no material loss to the Group will be
resulted upon final settlement of the above
litigation matters.

RERER R AR AR
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)
(b) Dispute on Contracts of
Affreightment (“COAs”)

U

Interim Report 2019

The Group entered into certain
COAs with various marine vessel
owners committing certain minimum
number of cargoes per calendar
month for exporting iron ores
from Indonesia. As a result of the
unfavourable economic environment
and the various changes in rules
and regulations stipulated by the
Indonesian government authorities
since year 2012, the Group's ores
export was adversely affected and
therefore unable to fulfil the minimum
cargoes commitments as stipulated
by some of these COAs.
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

Dispute on Contracts of
Affreightment (“COAs”) (continued)

122

(b)

0

(continued)

During the year ended 31 December
2014, the Group received various
legal letters from TORM A/S
(“TORM”), a marine vessel owner,
to (i) claim for an outstanding
freight charges payable by the
Group to TORM of approximately
US$1,834,000 (equivalent to
approximately HK$14,268,000)
(“Outstanding Freight Charges”);
and (i) notify the commencement
of arbitration proceedings pursuant
to the terms of the relevant COAs
to claim for loss and damage
suffered by TORM (“Other Losses”)
with respect to approximately
51 unfulfilled cargoes under the
terms of the relevant COAs which
is estimated by TORM to be
approximately US$11,828,000
(equivalent to approximately
HK$91,721,000) up to 27 March
2014 (the amount stated in the latest
claim submissions from TORM).
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)
(b) Dispute on Contracts of
Affreightment (“COAs”) (continued)

U

Interim Report 2019

(continued)

The dispute with TORM in respect
of the Outstanding Freight Charges
had been settled at an amount
of US$419,000 (equivalent to
HK$3,253,000) during the year
ended 31 December 2014 and the
claim had been fully discharged in
June 2014.

In connection with the claims
on Other Losses, the Group
has engaged legal advisors to
commence arbitration procedures
with TORM in February 2014.

During the period ended 30
June 2019, the Group has been
actively negotiating with TORM
on settlement of the above claims
on Other Losses. In preparing this
interim condensed consolidated
financial information, the directors
have obtained legal advice in
this respect and, based on the
current status of the proceedings,
evidence exchanged and the
latest communication with TORM,
consider that most likely the Group
will be able to settle the claims on
Other Losses at a consideration
of approximately US$5 million
(equivalent to HK$38,782,000). A
provision for claims of the same
amount has been made by the
Group during the year ended 31
December 2015.
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)

Dispute on Contracts of

Affreightment (“COAs”) (continued)

(b)

124

(i)

REIREIR

On 21 November 2018, the Group
received a Statutory Demand under
Section 178 (1)(a) of the Companies
(Winding Up and Miscellaneous
Provisions) Ordinance (Cap.32) from
PCL (Shipping) Pte Ltd (“PCL") in
respect of a Final Partial Arbitration
Award dated 11 October 2018
(the “Award”) demanding the
Group for an aggregate amount
of approximately HK$17.4 million
mainly relating to detention and
demurrage claims under a COA
that the Group entered into with
PCL, together with the related
interest charges and legal costs.
On 23 November 2018, PCL issued
another legal letter to the Group
proposing a settlement schedule
with the Group on the above Award,
together with another claim under
arbitration proceedings with the
Group in relating to certain unpaid
freight and demurrage arising
out of certain other shipments
under the above COA amounting
to approximately HK$32 million.
All these claims have been fully
provided for and included as current
liabilities in the consolidated financial
statements of the Group as at 31
December 2018. The directors have
already engaged legal advisors to
assist in resolving the above claims
with PCL (also see Note 29).
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26 CONTINGENT LIABILITIES, CLAIMS
AND DISPUTES (continued)
(b) Dispute on Contracts of
Affreightment (“COAs”) (continued)

(i)

(continued)

As at 30 June 2019 and up to the
date of approval of this interim
condensed consolidated financial
information, based on the best
knowledge and information of the
directors, there are no other major
claims in relation to any COAs that
the Group has entered into saved as
disclosed elsewhere in this interim
condensed consolidated financial
information.

Should the resolution of these legal
claims and disputes turn out to
be unfavourable to the Group, the
Group may need to record additional
losses in respect of these claims and
disputes in future reporting periods.

27 COMMITMENTS

Capital commitments

26 HAEE BHERMSH

27

(%)

(b) FEME

SEaH ([H

MEESNDHFER

(%)
(i)

AE
BARYE

30 June
2019
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28

126

RELATED PARTY TRANSACTIONS

(i) In addition to the transactions detailed
elsewhere in the interim condensed
consolidated financial information,
the Group had the following material
transactions with related parties during the
six months ended 30 June 2019:

28

BELRS
i) BRPUEREEME
BREAMMTT 2R

P AEERBE-T
—NFERA=FTHLRXR
&8 A R ETETT T
EARS:

Six months ended 30 June

Nature of BEAA=1+RHLEAXEA
Name of related parties transactions 2019 2018
BESERE B THMHE —E-NF —T-N\F
HK$’000 HK$'000
FHET FHET
(Unaudited) (Unaudited)
(REER) (REEEZ)
Easyman (note a) Interest expense
(note b)
Easyman (Hfiz*a) MEEM (F3Eb) 1,978 1,849
Ms. Sun Qiaodian Interest expense
(“Ms. Sun”) (note ¢)
BoEzt ([Betl) FNEER (Mitc) 6,298 6,731
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28 RELATED PARTY TRANSACTIONS 28 BEAFIRS (E)
(continued)
(i)  Outstanding balances with related (i) EEBELSNKREHRE
parties

30 June 31 December

2019 2018
—B-nE  STNF
AA=+H TZA=+—H

HK$’000 HK$'000
FHER FHET
(Unaudited) (Audited)

(REER) (EEZ)

Prepayments to Yiwan 8+ Yiwan 2 538

(note d) (Mf3Ed) 12,525 12,581
Loan to Full Harvest ERTYRER

Development Limited BRAR (Hixe)

(note e) 56,975 56,975

Amounts due to Easyman %5 K Easymanzi 18
(note b) (Mt7Eb) 63,167 60,775

Amounts due to Ms. Sun £ R FZ L £ 3IE
(note ) (MisEe) 29,215 29,331

Amounts due to a director, 45 /K EEEHEE L&
Mr. Dong Chengzhe RIE (BIED)
(note f) 1,956 1,927

Amounts due to Mr. Dong 45 /R & 45 4 3B
(note 1) (B 7EF) 96,699 88,134
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28 RELATED PARTY TRANSACTIONS

(continued)

(i)  Outstanding balances with related
parties (continued)

128

Notes:

(@)

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

Details of the terms of amounts due to
Easyman are disclosed in Note 21(e).

Ms. Sun Qiaodian is the spouse of Mr. Dong.
Amounts due to Ms. Sun are unsecured
and repayable by 30 June 2019. Interest is
calculated at mutually agreed terms. The
balance is overdue as at 30 June 2019.

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

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

Amounts due to Directors are unsecured,
interest-free and repayable on demand.
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Notes to Interim Condensed Consolidated Financial Information

R EA R & M W E

28 RELATED PARTY TRANSACTIONS 28 BEIRS (&)
(continued)
(i) Compensation of key management i) AEEFFEEEAEZ
personnel of the Group: REN

Six months ended 30 June
BZEXA=1+HIEAEAR

2019 2018
—®-NE  CTN\F
HK$’000 HK$'000
FHER FHET
(Unaudited) (Unaudited)

(REEK) (CREEER)

Fees we 400 500
Salary, allowances and benefits ¥ & - ;285 & 42 F 2,678 3,313
Pension scheme contributions & A% 5t &4 7% 14 17

3,092 3,830
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EVENTS AFTER THE REPORTING
PERIOD

As detailed in Note 26(b)(ii), the Group received
a Statutory Demand from PCL on 21 November
2018 demanding for payment of the Award.
Subsequent to the period end, the Company
received a winding up petition (“the Petition”)
dated 15 August 2019 filed by PCL for an order
that the Company may be wound up by the High
Court of the Hong Kong Special Administrative
Region pursuant to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance (Cap. 32,
Laws of Hong Kong). The Petition was scheduled
to be heard on 9 October 2019.

On 19 August 2019, the Company’s legal advisor
issued a letter to the legal advisor of PCL inviting
PCL to withdraw the Petition on the basis that
there is a scheme of arrangement under the
Company’s debt restructuring plan to settle the
outstanding debt. The Group is currently engaging
the legal advisor to handle the Petition and to
resolve the claims with PCL.
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Corporate Governance and Other Information

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Directors recognise the importance of good corporate
governance in the management of the Group. During the
period ended 30 June 2019, the Company has complied
with the code provisions of the Corporate Governance
Code (“CG Code”) as set out in Appendix 14 to the Listing
Rules, except for the following deviations:

(1

Interim Report 2019

Code Provision A.2.1

The Executive Director, Mr. Dong Shutong, served
as the Chairman and Chief Executive Officer of
the Company. The Chairman is responsible for
overseeing the Company’s operations in respect of
compliance with both internal rules and statutory
requirements, and promoting the corporate
governance of the Company. Following the
appointment of Mr. Pang Bo as the Chief Executive
Officer of the Company on 9 May 2019, the roles
of Chairman and Chief Executive Officer have
been separate. The code provision A.2.1 has been
complied with accordingly.
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Code Provision A.4.1

Under code provision A.4.1, Non-executive
Directors should be appointed for a specific term.
Except for Mr. Fahmi Idris, Independent Non-
executive Director, who was appointed for a term
of three years, Mr. Yang Tianjun, Non-executive
Director and the remaining Independent Non-
executive Directors including Mr. Bai Baohua and
Mr. Wong Chi Keung were not appointed for a
specific term. This constitutes a deviation from
code provision A.4.1. However, according to the
articles of association of the Company, one-third
of the Directors for the time being shall retire from
office by rotation at each annual general meeting
and the Directors to retire by rotation shall be those
who have been longest in office since their last re-
election or appointment. As such, the Company
considers that sufficient measures have been
taken to ensure that the Company’s corporate
governance practice in this respect is in line with
that provided in the CG Code.
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BOARD’S CONSIDERATION - MITIGATION
MEASURES TO GOING CONCERN ISSUE
The Directors have given careful consideration to the
future liquidity and performance of the Group and its
available sources of financing in assessing whether the
Group will have sufficient financial resources to continue
as a going concern. Certain measures have been taken to
mitigate the liquidity pressure and to improve its financial
position which include, but not limited to, the following:

(1) On 5 March 2016, the Company and a potential
investor (the “Potential Investor” or “Subscriber”)
entered into a share subscription agreement
to subscribe for a total of 1,465,898,410 new
ordinary shares of the Company at a subscription
price of HK$0.1876 per share (the “Subscription
Shares”), with proposed gross proceeds totalling
approximately HK$275 million (the “Subscription”),
subject to certain conditions precedent which,
among others, include the following:
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approval from the Company’s shareholders,
or independent shareholders when
appropriate, for (i) allotment and issuance
of the Subscription Shares; (i) a Whitewash
Waiver; and (i) a Special Deal (as defined
hereunder), at the extraordinary general
meeting of the Company (‘EGM”);

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

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

approval of resumption of trading of
the Company’s shares, and listing of
the Subscription Shares from the Stock
Exchange (which was subsequently waived
by the Subscriber during the year ended 31
December 2018); and
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. completion of a debt restructuring by
the Company by way of the “Schemes”
(Note) (the “Debt Restructuring Proposal”).
The debt restructuring refers to a plan for
restructuring of the indebtedness of the
Company which involves, among other
things: (i) the reduction and cancellation
of the outstanding principal amount of the
Bonds by at least 80%; (i) the reduction
and cancellation of all the outstanding
accrued interests of the Bonds; (iii) the
release and discharge of all security
collateral provided in relation to the 12%
Coupon Senior Bonds and the 8% Coupon
Convertible Bonds; and (iv) the reduction
and cancellation of all other indebtedness
and contingent liabilities of the Company
as referred to in the Debt Restructuring
Proposal, by at least 80%.

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

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

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

Note:

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

In relation to the secured bank loan of
HK$95,430,000 which contains a repayment on
demand clause had become overdue during the
period, the Group is actively negotiating with the
bank for the release of the charge on the secured
leasehold land in order to complete the transaction
as detailed in (6) below for the repayment of the
principal and the related interest expense of the
loan.
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In relation to the syndicated bank loan and the
bank loan under the Unsecured Loan Facility to the
extent of HK$566,148,000 and HK$403,166,000,
respectively, the Group is actively negotiating
with the respective banks for the waiver of
the breach of the undertaking and restrictive
covenant requirements; and the renewal of these
loans, including extension of the related interest
payments.

On 21 January 2013, the Group entered into a
non-binding framework agreement with Beijing
Wincapital Management Co., Ltd. (“Beijing
Wincapital”) in relation to the disposal of a 30%
equity interest in S.E.A. Mineral Limited (“SEAM”),
a wholly-owned subsidiary of the Group. The
aggregate disposal consideration is expected to
be approximately US$150 million (approximately
HK$1,170 million). The proposed transaction is
yet to complete and no formal sales and purchase
agreement has been entered into up to the date of
this report. Longer than expected time was spent
on negotiation of the detailed terms and conditions
because of the rapid change in operating and
regulatory environment of SEAM since the
framework agreement was signed. The Group
is currently negotiating with Beijing Wincapital to
modify the structure and detailed terms of the
disposal on equity interest in SEAM.
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In connection with the proposed disposal, Beijing
Wincapital arranged certain loan finance to the
Group (“Financing Loans”), which can be settled by
offsetting against the disposal consideration should
the proposed disposal be completed.

During the year ended 31 December 2017,
a loan arranged by Beijing Wincapital of
RMB200,000,000 has been novated to Henan
Pingyuan Holding Group Co., Ltd (8 & ¥ R 12 %
LB B R AR or “Pingyuan”).

As at 30 June 2019, the outstanding
Financing Loan amounted to approximately
RMB200,000,000 (equivalent to HK$227,350,000)
was overdue for repayment. Up to the date of
this report, the Group has not received any letter
from the lender demanding for repayment of this
loan. Management is currently negotiating with the
relevant parties to formally extend the repayment
of this borrowing to facilitate the completion of
the proposed disposal. Management believes that
with bona fide intention for all relevant parties,
the proposed disposal will be completed and the
Group will be able to offset this borrowing against
the disposal consideration.

On each of 11 March 2018 and 8 June 2018, the
Group entered into a sale and purchase agreement
with Mr. Sun Gang (‘Mr. Sun”), who is also a
substantial shareholder of Pingyuan, pursuant to
which the Group agreed to sell an aggregate 14%
equity interest in SEAM to Mr. Sun at an aggregate
consideration of RMB420,000,000 (equivalent
to approximately HK$477,435,000) conditional
upon, amongst others, obtaining approval from
shareholders of the Company at an extraordinary
general meeting and resumption of trading of the
Company’s shares.
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Apart from the borrowings mentioned in (1) to
(4) above, the Group had other borrowings from
certain related parties of the Group, the Potential
Investor, related parties of the Potential Investor
and other third parties of HK$91,066,000,
HK$236,671,000, HK$298,864,000 and
HK$239,362,000, respectively that were either
overdue or due for immediate repayment as at
30 June 2019. The Group has been actively
negotiating with the lenders for the renewal
and extension of the repayment dates of these
borrowings, of which an extension of the
repayments of the borrowings from related parties
of the Potential Investor for a term of 2 years is
currently under discussion.

On 29 May 2019, Lianyungang City East Harvest
Mining Company Limited (the “Vendor”), an
indirectly wholly owned subsidiary of the Company,
entered into a disposal agreement with Jiangsu
Yungang Investment Development Co., Ltd.* (T
BEBIRERREABFRAA) (the “Purchaser”), an
independent third party, pursuant to which the
Vendor has conditionally agreed to sell and the
Purchaser has conditionally agreed to purchase
certain property, plant and equipment and the
related prepaid land lease payments of the Group
located in Lianyungang, PRC for an aggregate
consideration of RMB299,800,000 (equivalent to
HK$340,798,000). Management expects that the
completion of the transaction can improve the
Group’s liquidity position.

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

The Group is also maximising its sales effort,
including speeding up of sales of its existing
inventories and seeking new orders from overseas
markets or new customers on developed new
products, exploring new business opportunities
and implementing more stringent cost control
measures with a view to improving operating cash
flows. The Group has also engaged in providing
sub-contracting services to external customers
since 2017 and entered into a cooperation
agreement with a strategic business partner in
2018 to better utilise the Group’s production
capacities. Management believes that the Group
will be able to improve its financial performance
in the coming twelve months after the reporting
period.

The Group has engaged legal advisors to handle
all claims and disputes as detailed in Note 26.
The directors have also obtained advice from
legal advisors on these matters and, based upon
which, are of the view that the Group will be able
to resolve those outstanding claims and disputes,
with no significant cash outflows in the next twelve
months.
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THE RESUMPTION PROPOSAL

Decision of the Listing (Review) Committee
Following the review hearing by the Listing (Review)
Committee (the “2017 Listing (Review) Committee”) of
the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) held on 5 December 2017, the 2017 Listing
(Review) Committee informed the Company by a letter
dated 12 December 2017 (the “2017 LRC Decision
Letter”) that it decided to set aside the cancellation of
the Company’s listing status to enable the Company to
proceed with implementing the resumption proposal of the
Company (the “Resumption Proposal”). This decision is
subject to compliance with the following conditions to the
satisfaction of the Listing Department:

() submit () a letter addressing to the Company
from the Company’s auditors explaining the
impairment assessment of certain intangible assets
of the Company for the years 2014 to 2016;
and (i) a written commentary from the Company
incorporating the views of its auditors on any
material audit qualifications on the Company’s next
audited consolidated financial statements and any
material impairment of the Company’s intangible
assets should the Resumption Proposal be
implemented as planned, to the Listing Department
within 3 months from the date of the 2017 LRC
Decision Letter (i.e. 12 March 2018);
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the transactions and arrangements contemplated
under the Resumption Proposal shall be supported
by signed and legally binding agreements within 6
months from the date of the 2017 LRC Decision
Letter (i.e. 12 June 2018) and evidence thereof
be provided to the Listing Department by way of
certified copies of all such agreements;

a circular to the shareholders (in substantially
final form) regarding the implementation of the
Resumption Proposal shall be submitted to the
Listing Department and, in relation to the Code
on Takeovers and Mergers (“Takeovers Code”)
matters, the Securities and Futures Commission
(“SFC”) for clearance within 6 months from the
date of the 2017 LRC Decision Letter (i.e. 12 June
2018) and shall be in form and content satisfactory
to the Listing Department both in relation to the
implementation of the Resumption Proposal itself
and that the Company would be able to comply
with Rule 13.24 of the Rules Governing the
Listing of Securities on the Stock Exchange (the
“Listing Rules”) and mest all resumption of trading
conditions previously identified by the Listing
Department to the Company;

the documents necessary for the scheme of
arrangement of the Company shall be formalised
within 6 months from the date of the 2017 LRC
Decision Letter (i.e. 12 June 2018);
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(e) the implementation of the Resumption Proposal
shall be completed by 30 September 2018, should
the Resumption Proposal be approved by the
Company’s shareholders; and

) the Company shall report to the Listing Department
on a 3-month basis, reporting on the progress of
the implementation of the Resumption Proposal.

It is also stated in the 2017 LRC Decision Letter that
should the Company fail to comply with any of the above
conditions to the satisfaction of the Listing Department,
the listing of the Company’s shares on the Stock
Exchange will be cancelled.

Fulfilments of the Resumption Conditions
Pursuant to the 2017 LRC Decision Letter, details of
which are set out in the Company’s announcement dated
13 December 2017, the 2017 Listing (Review) Committee
decided to set aside the cancellation of the Company’s
listing status to enable the Company to proceed with
implementing the Resumption Proposal subject to
certain conditions. Since then, the Company has been
working closely with its professional advisers in fulfiling
the conditions set out in the 2017 LRC Decision Letter.
According to the timeline, the Company submitted:

0] a letter addressing to the Company from the
Company’s auditors explaining the impairment
assessment of the intangible assets of the
Company for the years 2014 to 2016 and a written
commentary from the Company incorporating
the views of its auditors on any material audit
qualifications on the Company’s next audited
consolidated financial statements and any material
impairment of the Company’s intangible assets
should the Resumption Proposal be implemented
as planned to the Listing Department (i.e. condition
(@) in the 2017 LRC Decision Letter);
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(i)

(i)

certified copies of all the signed and legally binding
agreements in relation to the transactions and
arrangements contemplated under the Resumption
Proposal to the Listing Department (i.e. condition
(b) in the 2017 LRC Decision Letter);

a draft circular to the regulators regarding the
implementation of the Resumption Proposal and
the Company’s fulfilment of Rule 13.24 of the
Listing Rules and all other resumption conditions
imposed by the Listing Department (i.e. condition
(c) in the 2017 LRC Decision Letter);

the Scheme documents to the High Court of Hong
Kong and the Grand Court of the Cayman Islands
for leave to convene the Schemes meetings (i.e.
condition (d) in the 2017 LRC Decision Letter); and

reports dated 12 March 2018 and 12 June 2018
respectively, on the progress of the implementation
of the Resumption Proposal to the Listing
Department (i.e. condition (f) in the 2017 LRC
Decision Letter).

In June 2018, the Company reviewed its progress of the
Resumption Proposal and fulfillments of the Resumption
Conditions and believed that the Resumption Proposal
would be completed by 30 September 2018 (i.e.
condition (e) in the 2017 LRC Decision Letter).
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Disruption to the Resumption Proposal

In stark contrast to the above achievements, the Listing
Department issued a letter to the Company stating
that the Listing Department recommended the Listing
Committee to cancel the Company’s listing status. It was
followed by the delisting decision (the “LC Decision”)
on 3 July 2018 which stated that the Listing Committee
was not satisfied that the Company had fully met the
conditions set out in the 2017 LRC Decision Letter and
decided to cancel the Company’s listing status under
Practice Note 17 to the Listing Rules.

The Board strongly disagreed with such LC Decision and
was most concerned whether the Company’s case had
been assessed fairly, in particular the Company was aware
of certain actual, perceived or potential conflict of interest
in the composition of the Listing Committee.

More importantly, due to the uncertainty arising from the
LC Decision, the court convening hearings in relation
to the Schemes for the Grand Court of the Cayman
Islands and the High Court of Hong Kong, which had
originally been scheduled for 3 July 2018 and 10 July
2018 respectively, were adjourned. The investors and
creditors of the Company were also concerned as to
whether the Company will still be able to continue with the
implementation of the Resumption Proposal and whether
the resumption of the Company will take place and have
been reassessing whether to provide the Company with
further funding support.
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The LC Decision has indeed caused substantial disruption
to the restructuring of the Company and hence adversely
affected the financial and operational performance of
the Company which was already picking up that time.
As such, the Company filed an application for review of
the LC Decision to the Secretary of the Listing (Review)
Committee (the “2018 Listing (Review) Committee”) and
the review hearing was held on 10 October 2018.

On 15 October 2018, the Company received a letter from
the 2018 Listing (Review) Committee stating that the
2018 Listing (Review) Committee was not satisfied that
the Company had fully met the condition imposed by the
2017 Listing (Review) Committee set out in its letter dated
12 December 2017 and therefore decided to uphold the
LC Decision (the “2018 LRC Decision”).

The Company did not understand the reasoning of the
2018 LRC Decision and in particular the concern as to
whether the Company’s case had been assessed fairly
remained un-resolved. Under Rule 2B.07 of the Listing
Rules, the Company referred the 2018 LRC Decision to
the Listing Appeals Committee (the “LAC”) of the Stock
Exchange for a further and final review and the review
hearing of the LAC was held on 5 June 2019.
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Judicial Review

On 14 June 2019, the LAC informed the Company that it
decided to uphold the 2018 LRC Decision to cancel the
listing of the Company. On 3 July 2019, the Company
filed an application for leave to apply for a judicial review
to the High Court of Hong Kong in order to quash the
decision of the LAC and to seek an interim Order that
the Company not be delisted pending the outcome of
the judicial review proceedings. Following the aforesaid
application, we have been informed by the High Court of
Hong Kong that there shall be an inter-parties oral hearing
of such application and the date of such hearing has not
been fixed. The Company has also applied to the Stock
Exchange for a confirmation that the Company will not be
delisted until the final determination of the proceedings.
As informed by the Stock Exchange, while it is still
considering the Company’s aforementioned request, the
Stock Exchange will give the Company not less than 48
hours’ notice prior to an announcement of the delisting of
the Company.
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DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

On 5 March 2007, SEAM, an indirect wholly owned
subsidiary of the Company, entered into the EOA with
Yiwan, a limited company incorporated in Indonesia
and substantially owned by Mr. Soen Bin Kuan, who at
30 June 2019 and the date of this report holds more
than 5% of the issued share capital of the Company.
Pursuant to the EOA, Yiwan agreed to exclusively sell
and SEAM agreed to buy the iron ores produced by
Yiwan at a fixed price of US$16 per dry tonne, for a
minimum 40 million dry tonnes of iron ores throughout
a period of approximately 14 years expiring on 24
January 2021, which has subsequently been extended
by a supplemental agreement to 24 January 2036.
Pursuant to the recommendation letter issued by the
Minister of Mineral and Coal on 25 June 2012 to the
Minister of Commerce which granted the export approval
to Yiwan, the export price of iron ore was changed to
US$23.5 commencing from 1 July 2012. By virtue of
the convertible bonds issued by Yiwan to S.E.A. Mining
Limited which is indirectly substantially owned by Mr.
Dong Shutong, Executive Director and Chairman of the
Board, Mr. Dong has an indirect interest in the EOA.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2019, the interests and short positions
of the Directors in the shares, underlying shares (in
respect of positions held pursuant to equity derivatives)
and debentures of the Company and its associated
corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which (a) were
required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they
are taken or deemed to have under such provisions of the
SFO); or (b) were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein; or (c)
were required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules (the “Model Code”), to
be notified to the Company and the Stock Exchange were
as follows:

(i) Long positions in the shares of the
Company as at 30 June 2019:

ERESREMEH

EERRG  HRARGDKEES
ZEBRKR

RZZ-AFRA=ZTH EERALD
AREREEE (ERREF MGG
Bl (1375 R EE GG BXVER) 2 B
0 MR (BARIRAMESTE T A
ENFHRAME) REEZFT EA QR
EES R ERYIEXVEETRESS
BAME AR KR 2 s Mok
B (BEREESIEEHR 2 BRI %
SR EWE ELRETE 2 s Mok
B HORIEE S M E R 53852
1R TE RSN AZ GBI Pl & 5 2 4
#HMORA (BRI LR A E10PT
B2 LTETAERETEFZIIN
BRAET A (MRAETA]) BHE A RF
KE 2Pz s RORBIAT

i) REB-AFEASA=ZTHRE
RARBZEFR:

Approximate
percentage to
the issued

Capacity in which Number of voting shares
Name of Directors interest are held shares of the Company
HAEQT BT
WEREER®G
EEnE FERERZHH RGEE 2B
Dong Shutong Held by controlled 1,465,898,410 47.47%
EER corporations (note)
AXEEERE (M)
Dong Chengzhe Beneficial owner 1,500,000 0.05%
R ERlAA
Note: As at 30 June 2019, 1,441,042,410 shares and Mz RZZT—AFANA=+A-

24,856,000 shares were held by Easyman and
Sino Regent Worldwide Limited (“Sino Regent”),
respectively. As the entire issued share capital of each
of Easyman and Sino Regent is held by Mr. Dong, Mr.
Dong is deemed to be beneficially interested in such
Shares by virtue of the SFO.
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(i)

150

Long positions in the underlying shares (i)
(in respect of positions held pursuant to
equity derivatives) of the Company as at 30

June 2019:

i

REZB—AFEANAZTHERE
NEEERD (BRI REST
ETARENREAME) 2F

Approximate
percentage to

Number of the issued

Capacity in which share options voting shares

Name of Directors interest are held (note)  of the Company

LER NEIEE- £y

BREHE HNAREER®G

EEHA BERERZSH (HsE) ZBHBE D

Dong Shutong Held by spouse 1,500,000 0.05%
EER mEBRHE

Dong Chengzhe Beneficial owner 1,500,000 0.05%
EIE Enia A

Song Wenzhou Beneficial owner 1,500,000 0.05%
RS ERlAA

Yang Fei Beneficial owner 1,500,000 0.05%
5 E=mlAA

Note:  The share options are unlisted equity-settled options et ZEBREABEBRRAFTNZ

granted pursuant to the Company’s share option
scheme adopted on 2 May 2005 and expired on 2
May 2015. Upon exercise of the share options in
accordance with such share option scheme. Shares
are issuable to the option holder(s) who exercise(s) the
rights.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES
(IN RESPECT OF POSITIONS HELD
PURSUANT TO EQUITY DERIVATIVES) OF
THE COMPANY

As at 30 June 2019, shareholders (other than the interest
disclosed above in respect of the Director who is also
a substantial shareholder of the Company) who had
interests and short positions in the shares and underlying
shares (in respect of positions held pursuant to equity
derivatives) of the Company which have been disclosed to
the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of
the SFO were as follows:

Long positions in the shares and underlying
shares (in respect of positions held pursuant to
equity derivatives) of the Company as at 30 June
2019:

ERESREMEH

TERRNAED ARG RAARER
T (RARBRETETARSEN
FEMS)P2RBERAR

R-B-NFXA=TA BE(Fa
BEEXRERMARANEEREZ
EEFSH ) RAR ARG RAABR
19 (RIRIRAAEDT £ T RS B A T
=) BEIREES R EHIEXY
BE2REH B2 AT EMAR A
B SR AR MREES RS
P33R AT E 2 BRM A2
BRARIT :

REZB-NAEARAA=Z+THERELH
R RABERD (RIRERETET
ARENERMS) 2HR:

Number of
shares/
underlying
shares

(in respect of
positions held
pursuant to

Approximate
percentage to
the issued

Capacity in which equity voting shares
Name of Shareholders interest are held derivatives) of the Company
B 13, HEEE AR 12
(RREBERE HEARRBBTH
TEITAFEWN EREERDZ
BRERE & BEEZEZSH ¥Ems)HE BHABESH
Easyman Beneficial owner 1,441,042,410 46.66%
EabEE A
Soen Bin Kuan Beneficial owner 182,734,104 5.92%
FRE ERlEAA
Sun Qiaodian (note 1) Beneficial owner 1,600,000 0.05%
RI9 R (BIEE 1) BB A (note 2)
(Pff3E 2)
Held by spouse 1,465,898,410 47.47%
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Notes:

1. Ms. Sun Qiaodian is the spouse of Mr. Dong Shutong, whose
interest was disclosed in previous section.

2. The share option are unlisted equity-settled options granted

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

Save as disclosed above, so far as was known to the
Directors, there was no other person who, as at 30 June
2019, had an interest or short position in the shares,
underlying shares (in respect of positions held pursuant
to equity derivatives) and debentures which would fall
to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, who was,
directly or indirectly, beneficially interested in 5% or more
of the issued voting shares of the Company; or were,
directly or indirectly, interested in 10% or more of the
nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of any
member of the Group.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed on 2 May
2005, the Company adopted a share option scheme (the
“Share Option Scheme”) for the purpose of enabling the
Company to recruit and retain high-calibre employees and
attract resources that are valuable to the Group and to
provide the Company with a means of giving incentive to,
rewarding, remunerating, compensating and/or providing
benefits to such persons who contribute or may bring
benefit to the Group. The Share Option Scheme remained
in force for a period of 10 years from adoption of such
scheme and expired on 2 May 2015.
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The options granted under the Share Option Scheme
have an exercise period of 10 years from the date of
acceptance of the options, which is in compliance
with the terms of the Share Option Scheme, subject
to a vesting schedule of 5 years whereby only 20% of
the options is exercisable 12 months after the date of
acceptance of the options and an additional 20% of
the options shall be exercisable by the grantee in each
subsequent year until the last day of the 5-year period
after the date of acceptance of the options when 100%
of the options become exercisable. Details of movements
in the Company’s share options during the year are as
follows:

ERESREMEH

IRIERE AR AT 8 2 1650 RIBBE AR ST
B 2 BB IT R H i R AR
BEREFAB T HEXOFRBR
FIRATIR - 31t - (220% 2 f AR AT 17t
BABREE 12 ARITE - AR
AR SR E 2 —F1TRERIN20%5E
I BEEBAEEERARMELFS
ZEE—BAATEREBRE - F A
AAREREZEBHBLT

No. of share options

BRERE
Price of
Outstanding Outstanding Exercise ~ Company’s
asat Granted Exercised Lapsed asat price of shares at
1January  duringthe  duringthe  during the 30 June share exercise date
2019 period period period 2019 options  of options
(note 1) (note 2)
RZB-0E RZZ2-N% KRERG
-B-H R ER BREz  RBERE
HETE  REARE  RERGE  RERAR HAOR TRE TRANER
Gk (
HKS$ HKS$
oo B
Directors g
Mr. Dong Chengzhe EHERE 1,500,000 - - - 1500,000 063 NATEA
M. Song Wenzhou Rk & 1,500,000 - - - 1,500,000 063 NATEA
Mr. Yang Fei BREE 1,500,000 - - - 1,500,000 083 NATER
Sub-total for number of RYEZiRE
share options to Directors EEDN 4,500,000 - - - 4,500,000 - -
Employees and others EERAMAL 22,300,000 - - (800,000) 21,500,000 063 NATER
Total @ 26,800,000 - - (800,000) 26,000,000
Notes: B3 -
1. The exercise price of the share options is subject to adjustment 1. B AR A 2 1716 & AT A A L AR SR AT AR B 1T

in the case of rights or bonus issues, or other similar changes in
the Company’s share capital.

2. The price of the shares of the Company as at the date of
exercise of the share options is the Stock Exchange’s closing
price on the trading date immediately prior to the date on which
the share options were exercised.
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in the section “Share Option Scheme”
above, at no time during the period ended 30 June
2019 was the Company, its holding company, or any of
its subsidiaries and fellow subsidiaries, a party to any
arrangements to enable the Directors to acquire benefits
by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

During the year, none of the Directors had any interest in
a business which competes or is likely to compete, either
directly or indirectly, with the businesses of the Group.

PERMITTED INDEMNITY PROVISION

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

AUDIT COMMITTEE

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

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

The audit committee has reviewed with management the
accounting principles and practices adopted by the Group
and discussed auditing, internal control and financial
reporting matters including the review of the financial
statements for the six months ended 30 June 2019.
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REMUNERATION COMMITTEE

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

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

NOMINATION COMMITTEE

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

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

EMPLOYEES REMUNERATION POLICY

As at 30 June 2019, the Group had approximately 1,000
employees, of whom 32 were management personnel.
The remuneration policy of the Group to reward its
employees and Executive Directors is based on their
performance, qualifications, competence displayed,
market comparable and the performance of the Group.
Remuneration packages typically comprise salary, housing
allowances, discretionary bonus, other fringe benefits
and the Group’s contribution to retirement benefits
schemes. The remuneration of executive Directors and
senior management are determined by the remuneration
committee of the Company which will review them
regularly.
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Corporate Governance and Other Information

tRESREMBEH

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY
Neither the Company nor any of its subsidiaries had
purchased, redeemed or sold any of the Company’s listed
securities during the six months ended 30 June 2019.

MODEL CODE FOR SECURITIES
TRANSACTIONS

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

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the six months ended 30 June 2019 and up
to the latest practicable date prior to the printing of this
interim report.
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