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OVERALL FINANCIAL PERFORMANCE

During the year under review, North Mining Shares Company Limited (the
“Company”) and its subsidiaries (collectively the “Group”) recorded a
revenue of approximately HK$256,004,000, representing an increase of
approximately 4.1 % as compared with 2015 of approximately
HK$245,969,000. Revenue attributable to mining business operations,
which is the Group’s major operation, amounted to approximately
HK$248,311,000 (2015: approximately HK$238,225,000), represents an
increase of approximately 4.2% of the Group’s mining operation revenue
for the year ended 31 December 2016.

For the year ended 31 December 2016, the Group recorded a loss
attributable to owners of the Company of approximately HK$324,425,000
(2015: loss of approximately HK$436,220,000), representing a decrease
of 25.6% as compared with last year.

BUSINESS REVIEW

The principal activities of the Group are (i) mining operations —
exploitation and trading of mineral resources; (i) property management
operations; and (i) property leasing operations. There was no change in
business segment during the year under review. An analysis of each of
these business segments is presented below:

Mining Operations — Exploitation and Trading of
Mineral Resources

The Group’s mining operation mainly includes the exploitation and
production of molybdenum concentrate in the PRC. Our molybdenum
concentrate was produced by the molybdenum mine operated by
Shaanxi Province Luo Nan Xian Jiu Long Kuang Ye Company Limited (“Jiu
Long Kuang Ye”), a non-wholly owned subsidiary of the Group. The
grading of molybdenum concentrate produced by our molybdenum mine
was approximately 45%-50%. The operating performance of our mining
operation is summarised below:
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During the year under review, the volume of molybdenum concentrate
produced was approximately 1,021 tonnes (2015: 4,097 tonnes). The
sales volume of molybdenum concentrate was approximately 4,544
tonnes (2015: 4,876 tonnes). The average selling price of molybdenum
concentrate was approximately HK$54,645 per tonne (2015: HK$48,862).
During the year under review, the Group’s mining operation contributed
revenue of approximately HK$248,311,000 (2015: approximately
HK$238,225,000) to the Group. The cost of sales was approximately
HK$213,608,000 (2015: approximately HK$218,800,000). Gross profit
amounted to approximately HK$34,703,000 (2015: approximately
HK$19,425,000) and the gross profit margin was 14% (2015: 8.2%),
representing an increase of 5.8% as compared with last year. The
increase in gross profit margin was mainly due to the increase in average
selling price of molybdenum concentrate about HK$48,862 per tonne in
2015 to HK$54,645 per tonne in 2016.

For the purpose of impairment testing, the directors of the Company (the
“Directors” or the “Board”) hired an independent professional valuation
firm to assess the value in use of the Group’s mining operation on yearly
basis. The basis for assessing the value in use was based on Discount
Cash Flow method (“DCF”). In the opinion of the Directors, the adoption
of DCF method is the best to reflect the value in use of the Group’s
mining operation. During the year under review, there was no change in
the valuation method used and the Directors have consensus to adopt a
consistent valuation methodology and accounting policy in accounting for
such mining operation over time given that no fundamental changes in
the mining industry and such external environment will occur.

The sources data and inputs of the DCF were mainly comprised of (i) the
estimated sales of molybdenum concentrate; and (ii) major operating
expenses. The assumptions used in the DCF were mainly related to
forecasting the (i) estimated sales volume of molybdenum concentrate
based on the corresponding molybdenum production plan; (i) the average
molybdenum price over the past years; (i) major operating expenses
which are determined based on actual daily operating expenditures; (iv)
management’s best estimate of future cash outflow including changes in
working capital and the incremental capital expenditure foreseeable to be
incurred. The discount rate of 12% has been used for the DCF projections
which was is formulated by the Weighted Average Cost of Capital.

Management Discussion and Analysis
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Based on the assessment of the value in use, no impairment loss have
been provided in the consolidated financial statements for the year ended
31 December 2016.

In view of a rising trajectory of the molybdenum price, the Board is of
opinion that there is a necessity for expanding our production and
efficiently maximizing the production capacity of our current processing
plants. In addition, a steep side slope formed as a result of insufficient
stripping processing at the Xi Daliang section of the open pit mine. To
unfold the entire border of the open pit mine, we reduced the side slope
to ensure production safety. As a result, the stripping project at the Xi
Daliang shall take place due to corporate production efficiency and
workplace safety.

The stripping project at Xi Daliang refers to the entire stripping project
with respect to the west area of the Wang Hegou Open Pit Mine in
proximity with the county border, which includes two ridges at Xi Daliang
and Wang Gou Xiliang and the bordering slopes. By elevation, this project
has the highest point of 1,168 meters and the lowest point of 1,368
meters, respectively. By length and average width, this project extends
620 meters and approximately 200 meters, respectively. The horizontal
projection area accounts for one third of the boundary of the entire open
pit mine. The working dimension is approximately 5,935,600 cubic
meters. During the year, the Group incurred stripping costs of
approximately HK$175,336,000 for such stripping project to expand
additional areas for exploitation of molybdenum concentrate. Furthermore,
in view of the Group’s existing mining structures were used for number of
years and the production efficiency were started to decline and the
Group’s third production based will commence to operation soon, the
Group engaged a mining expertise to commence a full scope review of
the Group’s existing production module, including but not limited to
advise on find-tuning existing production process, upgrade or
replacement of mining infrastructure to improve production efficiency and
planning for future exploitation of molybdenum concentrate. The costs of
approximately HK$72,671,000 were incurred for such professional mining
technical consultancy services during the year ended 31 December 2016.

Property management operations

During the year under review, the performance of the Group’s property
management operations was relatively stable. For the year ended 31
December 2016, revenue generated from this segment was
approximately HK$7,693,000 (2015: HK$7,744,000), represents a
decrease of approximately 0.1% (2015: 5.5%) as compared to last year.
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Property leasing operations

The Group did not have any investment properties held for leasing as at
31 December 2016 (2015: HK$ Nil). In view of the significant fluctuation
of property market in the PRC, the Directors will closely monitor the
property market and carefully identify the possible investment properties
in the future when the property market in the PRC becomes stable.

Other Financial Assets

Details of the financial assets held by the Group are set out below:

Bai Shan Promissory Notes

During the year ended 31 December 2013, the Group disposed of 25%
of the entire equity interests in Rui Sui Kuang Ye Mining Company Limited
(“Rui Sui”) for an aggregate consideration of HK$500,000,000 which was
satisfied by a promissory note receivable with a principal value of
HK$500,000,000 issued by the purchaser. The maturity date is 3 years
from the issue date of the promissory notes. During the year ended 31
December 2016, HK$200,000,000 was settled and the remaining balance
will be settled within one year.

Material Acquisition and Disposal

On 29 December 2016, the Company entered into a sale and purchase
agreement with Mr. Li Shengli and Ms. Ma Weimin for the acquisition of
65% equity interests in Wealth Pioneer Group Limited (the “Acquisition”)
at a consideration of HK$900,000,000. The Acquisition was completed
on 19 January 2017, the major assets of Wealth Pioneer Group Limited
was a 60% equity interests in the potassium feldspar mine located in
Shaanxi Province, the PRC.

The Board is of the view that the Acquisition provides a prime opportunity
for the Group to enter into the potassium feldspar mineral resources
industry and diversify the revenue stream of the Group which is expected
to increase the Shareholders’ value and benefit the Company and the
Shareholders as a whole.

PROSPECTS

While 2016 was a year of challenges for commodities, the price for
molybdenum concentrates started to improve by year’s end. The price of
molybdenum have stabilised into 2017 and we are seeing positive signs
from the market. This year the Company will continue to focus on safety,
volume and cost, including seeking further operating efficiencies across
the business. We are confident in the future and committed to continued
Company growth.

Management Discussion and Analysis
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LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally generated cash
flow and proceeds from suitable source of funding. During the year under
review, the Group’s liquidity position was healthy and recorded a cash
inflow of approximately HK$370,641,000 (2015: inflow of approximately
HK$123,124,000) which was mainly arising from the Shares Subscription
and Convertible Bonds Subscriptions in December 2016.

As at 31 December 2016, the Group had outstanding bank borrowings at
the amount of approximately HK$361,167,000 (2015: approximately
HK$100,908,000). The Group’s gearing ratio as at 31 December 2016
was approximately 7.94% (2015: 3.82%). The increase in gearing ratio
was mainly due to the increase in proportion of interest bearing bank
borrowings to total liability and equity during the year under review. The
Board considered that the gearing ratio remains at low level compared to
equity attributable to owners of the Company and that the Group is of
good liquidity. As at 31 December 2016, the Group’s current ratio was
approximately 2.62 (2015: approximately 5.25).

The decrease in current ratio was mainly due to receive the settlement of
promissory notes and increase in bank loans and other borrowings during
the year under review. As at 31 December 2016, the Group’s debt to
equity ratio was approximately 0.37 (2015: approximately 0.22). The
increase in debt to equity ratio was mainly due the increase in borrowing
during the year under review.

The ratio was calculated by dividing the total liabilities of approximately
HK$1,252,226,000 (2015: approximately HK$787,152,000) by equity
attributable to owners of the Company of approximately
HK$3,339,284,000 (2015: approximately HK$3,540,704,000). Overall,
the Board believes that the Group has a healthy financial position and has
sufficient resources to satisfy its capital expenditure and working capital
requirement.

8 North Mining Shares Company Limited Annual Report2016

Management Discussion and Analysis

TENE S EHEEEIR
AEB—MUABEEZRESTERGEES K
BB RBESNELENS -HREBEFEEAN - K
EECRDEEMNBREIBEEBRESAEAD
370,641,000 t(Z T —HF: WERALY
123,124,000 7C) * EBREAR - F+=
FEITIRD RME R AT IR R B0 08 -

RIBE—XRFE+-_A=+—"8 XrEEBEXREE
SRITIE N 49361,167,0008 T ( — T —RHE : 4
100,908,000/%7T) - AEBR =T —X<F+=A
ST —HEZEREBGELELNRTIMN(ZF
—AF :3.82%) c EXRHEBELE FHTFER
REBFEFERITENEABEREREE 2L
BREIMETER - EEERA - BARNEHEE AEE

AL - BAREBEL t%fﬁme@w DN
REBZRBES T © T—XRFE+=A
=+—8" $%l2ﬁ§btb$%@ﬁzez(:%‘ﬁ
—HRF : #)5.25) °

MBLEE TR EHREEFENR *%ﬁiﬁifj—‘%ﬁ%
KRITERREAMEFIE AT - T—REF
+=A :Jr*EI : ZIK%IZ%i‘%EﬁiﬁZthtac,\fﬂﬁ
037(=F—H%F : #0.22) - AR EE R KR
= E 2 AN OB FEAREFIE AT -

R TR B EBEEL1,252,226,0008 T (= F
—RF : #49787,152,0008 T) R AR A B HEA A
JEh4#E35493,339,284,000/ 8 L (ZE—H%F : 4
3,540,704,000% 70 ) 518 - BEEME - ESEE
7 AEEMBMRAER BB RENER
X REEBESHE °




BEENWR DN

CAPITAL STRUCTURE AND TREASURY POLICIES
Capital Structure

The Group’s capital structure as at 31 December 2016 mainly comprised
of current assets of approximately HK$1,674,733,000 (2015:
approximately HK$2,546,198,000), current liabilities of approximately
HK$638,643,000 (2015: approximately HK$485,351,000) and equity
attributable to owners of the Company of approximately
HK$3,339,284,000 (2015: approximately HK$3,540,704,000).

Current assets mainly comprised of (i) cash and cash equivalents of
approximately HK$596,003,000 (2015: approximately HK$225,362,000);
(i) inventories of approximately HK$413,824,000 (2015: approximately
HK$411,032,000); (i) prepayments, deposits and other receivables of
approximately HK$356,854,000 (2015: approximately HK$374,381,000);
and (iv) no investment deposits as current assets as at 31 December
2016 (2015: approximately HK$458,252,000).

Current liabilities mainly comprised of (i) borrowings of approximately
HK$361,167,000 (2015: approximately HK$100,908,000); (i) trade
payables of approximately HK$70,599,000 (2015: approximately
HK$76,663,000); (i) accruals and other payables of approximately
HK$95,677,000 (2015: approximately HK$188,117,000).

Issued Convertible Bonds

The Company issued the convertible bond in an aggregate principal
amount of HK$98,838,000 on 21 December 2016. The interest rate is
10% per annum, from the date of issue payable annually in arrears. The
bondholder will have the right to convert the whole or part of the principal
amount of the convertible bond into the conversion shares at an initial
conversion price of HK$0.15 per share (subject to adjustment) at any time
and from time to time, between the date of issue of the convertible bond,
and up to the date falling on the second anniversary of the date of issue
of the convertible bond.

The Company issued the convertible bond in an aggregate principal
amount of HK$250,000,000 on 29 December 2016. The interest rate is
10% per annum, from the date of issue payable annually in arrears. The
bondholder will have the right to convert the whole or part of the principal
amount of the convertible bond into the Conversion Shares at an initial
conversion price of HK$0.15 per share (subject to adjustment) at any time
and from time to time, between the date of issue of the convertible bond,
and up to the date falling on the second anniversary of the date of issue
of the convertible bond.

Management Discussion and Analysis
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Subscription of Shares

As disclosed in the Company’s announcement dated 8 December 2016,
the Company entered into the Shares Subscription Agreement with Hong
Kong Bridge Investments Limited, pursuant to which the Share Subscriber
has agreed to subscribe, and the Company has agreed to issue and allot
for up to 1,654,929,577 new Shares at the Subscription Price of
HK$0.142 per Subscription Share (“Shares Subscription”). The Shares
Subscription was completed on 21 December 2016.

Treasury Policies

During the year ended 31 December 2016, the business activities of the
Group were mainly denominated in Hong Kong dollars and Renminbi. The
Board does not consider that the Group is significantly exposed to any
foreign currency exchange risk. It is the Group’s treasury policy to
manage its foreign currency exposure whenever such financial impact is
material to the Group. For the years ended 31 December 2016 and 2015,
the Group did not employ any financial instruments for hedging purpose
and was not engaged in foreign currency speculative activities.

BANK AND OTHER BORROWING AND CHARGES
OF GROUP ASSETS

As at 31 December 2016, the Group had bank and other borrowings
amounted to approximately HK$361,167,000 (2015: HK$100,908,000).
As at 31 December 2016, the Group’s interest bearing bank loans were
carried at effective interest rates from 10.8% to 12% per annum (2015:
7.2% to 9.5%) and were secured by (i) guarantees from a subsidiary of
the Group and the subsidiary’s minority shareholders; and (i) guarantee
from the ultimate control party.

CONTINGENT LIABILITIES

As at 31 December 2016, the Group had no significant contingent
liabilities (2015: Nil).

HUMAN RESOURCES AND REMUNERATION
POLICY

As at 31 December 2016, the Group employed 772 full time employees
(2015: 820 employees). Employees’ remuneration packages are
structured and reviewed with reference to the nature of the jobs, market
condition and individual merits. The Group also provides other employee
benefits including year-end double pay, mandatory provident fund and
medical insurance.
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EXECUTIVE DIRECTORS

Mr. Yang Ying Min, aged 47, was appointed as an Executive Director of
the Company on 25 August 2014 and was subsequently appointed as
the Chief Executive Officer of the Company on 22 September in the same
year. He was appointed as the Chairman of the Board of the Company
on 4 January 2016. Mr. Yang graduated from Peoples Public Security
University of China with a Bachelor of Laws LL.B.. After graduation, he
worked in Xian Municipal government, Shaanxi Province, China. In 2010,
he joined Shaanxi Province Luo Nan Xian Jiu Long Kuang Ye Company
Limited (“Jiu Long Kuang Ye”), the Company’s subsidiary, as deputy
managing director. In 2012, he was appointed as chairman of Jiu Long
Kuang Ye. Mr. Yang has extensive experience in management and legal
affairs relevant to mining industry.

Mr. Qian Yi Dong, aged 31, was appointed as an Executive Director of
the Company on 15 March 2011 and was then appointed as the Deputy
Chairman of the Board on 21 April 2011. He is also currently a director of
certain subsidiaries of the Company. Mr. Qian graduated from Beijing
Normal University Zhuhai majored in electronic commerce. He is also a
director of Universal Union Limited and China Wan Tai Group Limited, the
controlling shareholders of the Company.

Mr. Zhang Jia Kun, aged 69, was appointed as an Executive Director of
the Company on 14 August 2009, and is also currently a director of
certain subsidiaries of the Company. He graduated from Shanghai
Education College and Shanghai Business College where he majored in
professional mathematics and financial management respectively. He has
extensive experience in financial management. Currently, he is the general
manager of finance of Wan Tai Group Limited and the legal representative
and chairman of the Company’s wholly-owned subsidiary Shanghai Yuan
Bei Trading Company Limited.

Biographical Details of Directors
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Ms. Li Li Juan, aged 54, was appointed as an Executive Director of the
Company on 25 August 2014. Ms. Li graduated from Qinghai University
where she majored in Inorganic Chemical Industry and holds a master
degree in Chemical Engineering from Northwest University, China. Ms. Li
has professional knowledge and extensive experience in potassium
related products technology. Currently, she is an evaluation specialist in
technology supporting projects of Technology Department, an evaluation
specialist in international cooperation projects of Technology Department
and an evaluation specialist in projects of China Potassium Salt
Association. Since 1984 when she started working, Ms. Li has been
mainly participating in research work in saline lake potassium resources
comprehensive development and utilization and she receives government
grants from China’s State Council. Since 2007, she has been a
researcher and Phd supervisor in Qing Hai Saline Lake Research Institute
of Chinese Academy of Sciences, responsible in developing potassium,
lithium, boron and magnesium, etc., comprehensive extraction technique
and industrialization research.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. William Fong, aged 38, was appointed as an Independent Non-
executive Director and the Chairman of the Audit Committee of the
Company on 15 October 2015. He holds a Master Degree in Business
Administration from the University of Hong Kong and a Bachelor’s Degree
(Hons) in Accountancy from City University of Hong Kong. Mr. Fong has
over ten years of experience in audit and finance. He has been the chief
financial officer of China Kangda Food Company Limited, a company dual
listed on the Stock Exchange of Hong Kong Limited (the “Hong Kong
Stock Exchange”) and Singapore Exchange Securities Trading Limited,
since July 2010. Before that, Mr. Fong had respectively worked in two
international accounting firms for seven years. He is a member of Hong
Kong Institute of Certified Public Accountants and Taxation Institute of
Hong Kong respectively.
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Mr. Leung Kar Fai, aged 37, was appointed as an Independent Non-
executive Director and the Chairman of the Remuneration Committee of
the Company on 24 November 2015. He holds a Master of Philosophy in
Earth Sciences and Bachelor of Science (First Class Honours) from the
University of Hong Kong. Mr. Leung has expensive experience in mineral
exploration, project management, mining project evaluation as well as
course management related to geology and natural resources
management. He is currently the director of Dragon Global Group and the
member of the Task Force on Gemstone Testing, Hong Kong
Accreditation Service. Mr. Leung is currently the chairman of the
Geological Society of Hong Kong and the founding chairman of Hong
Kong Mining Investment Professional Association.

Dr. Cheng Chak Ho, aged 46, was appointed as an Independent Non-
executive Director of the Company on 12 April 2001. Dr. Cheng obtained
a Bachelor of Science in Building, a Master degree in Urban Design from
the University of Hong Kong. He has over 25 years’ experience in
property development, property investment, valuation and corporate
finance. Among others, Dr. Cheng is a Fellow of: Institute of Public
Accountants, The Royal Society of Medicine, The Hong Kong Institute of
Directors, The Society of Operations Engineers, and Institution of Plant
Engineers.

Dr. Cheng has been appointed as an independent non-executive director
of Combest Holdings Limited (stock code: 8190, listed on the GEM Board
of the Hong Kong Stock Exchange) on 22 November 2016.

Biographical Details of Directors
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Report of the Directors
EEERE

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

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of the Group are mining operations — exploitation and
exploration, trading of mineral resources, property leasing operations and
property management operations. Details of the Group’s principal
subsidiaries are set out in Note 41 to the consolidated financial
statements. There were no significant changes in the nature of the
Group’s principal activities during the year.

An analysis of the principal activities and geographical locations of the
operations of the Group during the financial year are set out in Note 7 to
the consolidated financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2016
is set out in the sections headed “Management Discussion and Analysis”
on pages 4 to 10 of this Annual Report.

Environmental policies performance

The Group has taken initiatives to reduce energy consumption and
encourage recycle of office supplies and other materials. The Group will
continue to review and promote its environmental policies.

Compliance with the relevant laws and regulations

As far as the Board and management are aware, the Group has complied
in all material respects with the relevant laws and regulations that have a
significant impact on the businesses and operations of the Group. During
the year under review, there was no material breach of or non-compliance
with the applicable laws and regulations by the Group.

Relationship with employees and customers

The Group understands the importance of maintaining a good relationship
with its employees and customers to meet its business goals. During the
year under review, there were no significant dispute between the Group
and its employees and customers.
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FINANCIAL STATEMENTS

The results of the Group for the year ended 31 December 2016 and the
state of the Group’s affairs as at 31 December 2016 are set out in the
consolidated financial statements on pages 56 to 154.

The cashflows of the Group are set out in the consolidated financial
statements on pages 61 to 62.

The Directors do not recommend the payment of any dividend in respect
of the year ended 31 December 2016 (2015: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

During the year under review, the Group’s single largest customer and
supplier accounted for approximately 29% (2015: 22%) and 2% (2015:
60%) respectively, of the Group’s total operating revenue and cost of
sales. The Group’s five largest customers and suppliers accounted for
approximately 52% (2015: 60%) and 5.2% (2015: 71%) of the Group’s
total operating revenue and cost of sales respectively.

At no time during the year had the Directors, their associates or any
shareholder of the Company (which, to the knowledge of the Directors,
owns more than 5% of the Company’s share capital) have any interest in
these major customers and suppliers.

RESERVES

Details of movements in reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in equity on
page 60.

DISTRIBUTABLE RESERVE

Details of the amount of the Company’s reserve distributable to
shareholders as at 31 December 2016 are set out in Note 40 to the
consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during the year
are set out in Note 15 to the consolidated financial statements.

SUBSIDIARIES

The particulars of the Company’s principal subsidiaries as at 31
December 2016 are set out in Note 41 to the consolidated financial
statements.

SHARE CAPITAL

Details of movements in share capital of the Company during the year are
set out in Note 26 to the consolidated financial statements.
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CHANGES IN THE INFORMATION OF DIRECTORS

Pursuant to Rule 13.51(B)(1) of the Listing Rules, the changes of
information of Directors during the year ended 31 December 2016 and up
to the date of this report are set out below:

o Mr. Yang Ying Min was appointed as the Chairman of the Board of
the Company on 4 January 2016.

° Mr. Leung Kar Fai has resigned as non-executive director of Future
Bright Mining Holding Limited (stock code: 2212) with effect from
23 September 2016.

° Dr. Cheng Chak Ho has been appointed as independent non-
executive director of Combest Holdings Limited (stock code: 8190)
with effect from, 22 November 2016.

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

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed shares during the year ended 31
December 2016.

DIRECTORS

The Directors during the financial year and up to the date of this report
were:

Executive Directors

Yang Ying Min (Chairman and Chief Executive Officer)
(appointed as Chairman on 4 January 2016)

Qian Yi Dong (Deputy Chairman)

Zhang Jia Kun

Li Li Juan

Gao Yuan Xing (Chairman) (resigned on 4 January 2016)

Independent Non-executive Directors
William Fong

Leung Kar Fai

Cheng Chak Ho

DIRECTORS RETIRING BY ROTATION

In accordance with the Company’s bye-laws 87(1) and (2), Mr. Yang Ying
Min, Mr. Zhang Jia Kun and Dr. Cheng Chak Ho will retire from office by
rotation, and both of them being eligible, offer themselves for re-elections
at the AGM.
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract with the
Company which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation, other than
normal statutory obligations.

The Directors’ remuneration for the financial year is set out in Note 10 to
the consolidated financial statements.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed by the shareholders of the
Company at the annual general meeting held on
25 May 2011, the Company adopted the share option scheme (the
“Share Option Scheme”). A summary of the Share Option Scheme is as
follows:

(1) Purposes of the Share Option Scheme

The principal purposes of the Share Option Scheme are to enable
the Group and any entity in which the Group holds any equity
interest (“Invested Entity”) to recruit and retain high calibre persons
and attract human resources that are valuable to the Group or any
Invested Entity, to recognise the contributions of the eligible
persons to the growth of the Group or any Invested Entity by
rewarding them with opportunities to obtain ownership interest in
the Company and to motivate and give incentives to these eligible
persons to continue to contribute to the long term success and
prosperity of the Group or any Invested Entity.

(2) Who may join

Persons who are eligible to the Share Option Scheme (“Eligible
Person(s)”) are any employee (whether full time or part time), senior
executive or officer, manager, director (including executive, non-
executive and independent non-executive director) or consultant of
the Company, any of its affiliates or any Invested Entity, or any of
their respective associates, chief executives, or substantial
shareholders, or any person, who, as determined by the Board,
have contributed or will contribute to the growth and development
of the Group or any Invested Entity.
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Total number of shares available for issue

Total number of shares available for issue are 1,300,261,670,
representing approximately 10% of the issued share capital of the
Company as at the date of the AGM held on 25 May 2011.

On 26 July 2011, the Company granted 500,000 share options to a
consultant of the Company with 3 years of exercisable period from
26 July 2011 to 25 July 2013. Upon the expiry of exercise period,
no share option was exercised, all outstanding share options
granted under the Share Option Scheme had been lapsed
accordingly.

During the year ended 31 December 2016, no share option had
been granted, exercised, lapsed, or was cancelled under the Share
Option Scheme.

As at 31 December 2016, total number of share available for issue
under the Share Option Scheme was 1,299,761,670, representing
6.03% of the issued shares of the Company.

Maximum entitlement of each eligible person

The maximum number of shares issued and to be issued upon
exercise of the options granted to each Eligible Person under the
Share Option Scheme and any other share option scheme(s) of the
Company (including exercised, cancelled and outstanding options)
in any 12-month period must not exceed one (1) per cent. of the
shares in issue.

Maximum entitlement of each eligible person
who is a connected person

(@  each grant of option to an Eligible Person who is a director,
chief executive or substantial shareholder of the Company or
any of their respective associates, under the Share Option
Scheme must be approved by the independent non-
executive director(s) of the Company (excluding the
independent non-executive director who is the grantee of the
option); and
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(b)  where the Board proposes to grant any option to an Eligible
Person who is a substantial shareholder or an independent
non-executive director of the Company, or any of their
respective associates, and such option, if exercised in full,
would result in the total number of Shares issued and to be
issued upon exercise of all options already granted and to be
granted to such Eligible Person (including exercised,
cancelled and outstanding options) in the past 12-month
period up to and including the date of grant:

(i) representing in aggregate more than 0.1 per cent. of
the total number of Shares in issue; and

(i)  having an aggregate value (on the assumption that all
such Options had been exercised and all Shares
allotted), based on the closing price of the Shares as
stated in the Stock Exchange’s daily quotations sheet
on the date of each grant or, if that date is not a
business day, the business day immediately before, in
excess of HK$5,000,000.00,

such further grant of options must be approved by the
Shareholders. The Company must send a circular to the
Shareholders containing the information required under Rule 17.04
of the Listing Rules. All connected persons of the Company must
abstain from voting at their respective general meetings, except
that any connected person may vote against the relevant resolution
at such general meeting(s) provided that his or her intention to do
so has been stated in the circular to be sent to the relevant
shareholders. Any vote taken at the meeting to approve the grant
of such options must be taken on a poll.

Time of exercise of option

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period within which the
option may be exercised, to be notified by the Directors to each
Eligible Person who accepts an offer in accordance with the terms
of the Share Option Scheme, provided that it shall commerce on a
date not be more than ten years from the date of grant.
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(7) Acceptance of offer

The Eligible Person must accept any such offer notified to him or
her within ten (10) business days from the offer date, failing which it
shall be deemed to have been rejected. Upon acceptance of the
offer, the grantee shall pay HK$1.00 to the Company as
consideration for the grant.

(8) Basis of determining the subscription price

The subscription price for the shares under the Share Option
Scheme shall be a price determined by the Board at its absolute
discretion and notified to an Eligible Person but shall not be less
than the highest of:

(i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the offer date;

(i) the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five (5) business
days immediately preceding the offer date; and

@iy the nominal value of a Share.

(9) The remaining life of the Share Option Scheme

The Share Option Scheme became effective on 25 May 2011 and
will remain in force for a period of 10 years from that date.

DIRECTORS’ INTERESTS IN SHARES

As at 31 December 2016, none of the Directors or the chief executive of
the Company, or any of their respective associates, had any interests or
short positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFQO”)), as recorded
in the register required to be kept by the Company under Section 352 of
the SFO, or as notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers.
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SUBSTANTIAL SHAREHOLDERS’ INTEREST IN
SHARES

As at 31 December 2016, according to the register kept by the Company
pursuant to Section 336 of the SFO, and so far as was known to the
Directors or chief executive of the Company, the following persons had,
or was deemed or taken to have, an interest or short position in the
shares or underlying shares of the Company:

FERRZRHERS

RZFB—RE+-A=1+—8 BEARGER
BHEMBHEENIEBIEFE ZERLM - Ak
BEERARASRITHRAERE  THALR
AR AR IAD P IEA SR A SR e
BRERIAE

Long position: EAE:
Ordinary Shares of HK$0.016 each of the Company AATEFR0.016 B THEZEER
Approximate
percentage
interest in the
Number of the Company
shares/ as at
Name of underlying 31 December
shareholders Capacity shares held 2016
BERARR
ZE-REF
R/ +=A=t-H
RRARE, MK EL) HERGEE BEROBNEIL
Qian Yong Wei (“Mr. Qian”) (Note 1) Beneficial owner 11,500,000 0.05%
Bk ([HEE]D (1) BERlAA
Held by controlled corporation 3,729,808,552 17.30%
BRERARRAE
3,741,308,552 17.35%
Xu Zhe Cheng (“Ms. Xu”) (Note 2) Held by spouse 3,741,308,552 17.35%
FEH (L)) (HE2) mRAEERE
China Wan Tai Group Limited (“China Wan Tai”) (Note 3) Held by controlled corporation 3,729,808,552 17.30%
FEEREEERAR ([HEEZR])(HE3) BXEGARREAR
Universal Union Limited (“Universal Union”) Beneficial owner 3,729,808,552 17.30%
ERBEEA
China Huarong International Holdings Limited Held by controlled corporation 4,898,000,000 22.72%
(“Huarong”) (Note 4)
B R B A R A F (128 ) (FiE4) BXEHARRE
Gu Jie (“Mr. Gu”) (Note 5) Beneficial owner 1,876,580,000 8.70%
B (e A D) (=t 6) BafAA
Topsearch International (Holdings) Limited (Note 6) Held by controlled corporation 1,324,929,577 6.14%
ZSER (FR) AR AR (ME6) AXEHARREE
Hong Kong Bridge Investments Limited (Note 6) Beneficial owner 1,324,929,577 6.14%

BREEFRAA (HEE6)

ERlAA
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ESEHRE

Convertible Bond issued by the Company: AT AT ORKRES
Approximate
percentage
Outstanding interest in the
as at the Company
Conversion Latest Number of asat
price Practicable underlying 31 December
Name of bondholder Date of issue Conversion period per share Date shares 2016
EARDTR
“B-RE
+ZA=+-H
RE#T{TAH BHEHHN
BEEEAEH RTEH L8 BhRIEAE HAETHE HEERGHE B
HK$
B
Sfund International Investment Fund 29 December 2016 29 December 2016 to 0.15  1,666,666,666 1,666,666,666 7.73%
Management Limited (“Sfund”) (Note 7) 28 December 2018
BMNESEBRRERERES ZE-RF ZERE
ERERAR(TEMESD(HE7)  +TZAZTAB TZAZthBE
—E-N\F
TZA-+/\R

Notes: FiEE

1. Mr. Qian personally held 11,500,000 shares in the Company, and held 95% 1. #7LAE{E AR A 11,500,000 AR AR RF5 A
interest in China Wan Tai. China Wan Tai held 100% interest in Universal ‘:F' BB RG%iEs. FEEEE A Universal
Union. Universal Union held 3,729,808,552 shares in the Company. Union 100% # & ° Universal Union¥ &

3,729,808,552 IR AN A &R 1D ©

2. Ms. Xu is the spouse of Mr. Qian. The interest of Mr. Qian was deemed to 2. AR RBEAEZRS - BAEZREWERFT
be Ms. Xu’s interest. Tt o

3. These shares are held by Universal Union, a wholly owned subsidiary of 3. ZEBRMMTEESR Z_\% & [ft & A &) Universal
China Wan Tai which is in turn beneficially owned by Mr. Qian and Ms. Xu as Li on#%8  FEBRBIMBLERFLLE
to 95% and 5% respectively. A H 5% K 5% i o

4, (i) Driven Innovation Limited, a wholly-owned subsidiary of Huarong, held 4 ()2 B 2 2 & [ J& A 7] Driven Innovation Limited
3,028,000,000 shares in the Company. (ii) Mr.'Gu charged his #175 3,028,000,000 % A 42 &1 % 7 (i) 8 5 A 7S —
1,870,000,000 shares to Huarong on 11 December 2014. = —py ¢j—j A -+ — B #*1,870,000,000 A% A%

HIEAR TR -

5. The Company issued and allotted a total of 1,870,000,000 conversion 5. mﬁﬁﬁﬁ:g—miﬂﬂ T B RRBELERT
shares to Mr. Gu on 29 August 2014 and Mr. Gu subsequently charged KAo# g #£1,870, 000 000 B34 J4 B8 1) Ko o8 5 =
these shares to Huarong on 11 December 2014, HgR —T—WF+ A +—BEZEROER

TER -

6. These shares were held by Hong Kong Bridge Investments Limited (“Hong 6. ZEWR DA Hong Kong Bridge Investments Limited
Kong Bridge”). Hong Kong Bridge is wholly owned by Top Rider Investments (IHong Kong Bridge ) #5 A ° Hong Kong Bridge
Limited which is wholly owned by Brilliant Plus Investments Limited which is Top Rider Investments Limited 2E4ER - ™ Top Rider
wholly owned by Topsearch International (Holdings) Limited. Topsearch Investrnents Limited F Brilliant Plus Investrments Limited
International (Holdings) Limited is deemed to be interested in the shares held 2EHR @ MiRERTo Htgsearch In’teg[latlonal | (Holdings)
by Hong Kong Bridge for the purpose of Part XV of the SFO. Limted 2 &% - RIBEHF R HAE K F'JéBXV*E

Topsearch Intemational (Holdings) Limited 3% %8 4 #
Hong Kong Bridge 154 HIRR {7 R i % ©

7. Sfundis held as 100% by Guangzhou Huiyin Tianye Equity Investment Fund 7. F’)II%%EE)%)IH:iE% BEREREESEEAR
Management Co., Ltd. (“Guangzhou Huiyin”). Guangzhou Huiyin is held as AR ([EMNER ) FH 100% 2 o I ERE
5% by Guangzhou Industry Investment Fund Management Co., Ltd. HENEXREESE i@ﬁﬁﬁ’&ﬂ(f%d‘\‘l%%@
(“Guangzhou Industry”) and as 95% by Guangzhou Technology Financial &Euﬂ&fﬁﬁﬁ'ﬁﬂxﬁ? SRR A ([N
Innovation Investment Holdings (“Guangzhou Technology”). Guangzhou B DRIFHE% K 08% M as - BN TH i B
Technology is held as 100% by Guangzhou Industry which is held as 100% EXEFA 100% - MikE Al EEJE’);I‘\FE/\EBZ
by People’s Government of Guangzhou Municipality. People’s Government }Iﬂ% B 100% =  IRIEFE 75 NS FEHIEXV
of Guangzhou Municipality is deemed to be interested in the convertible = %’ I A BB 8AR 3 5 BN F 455 1 A
bond held by Sfund for the purpose of Part XV of the SFO. RS A o
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Save as disclosed above, the Directors and chief executive of the
Company were not aware of any persons who, as at 31 December 2016,
had an interest or short position in the shares or underlying shares of the
Company as recorded in the register required to be kept under Section
336 of the SFO and/or, who was, directly or indirectly, interested in 5% or
more of the nominal value of the issued share capital carrying rights to
vote in all circumstances at general meetings of the Company.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year under review were rights to acquire benefits by
means of the acquisition of shares in or debentures of the Company
granted to any Director or their respective spouse or minor children, or
were any such rights exercised by them, or was the Company, its holding
company or any of its subsidiaries or fellow subsidiaries a party to any
arrangement to enable the Directors to acquire such rights in the
Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

There was no contract of significance in relation to the Group’s business
to which the Company, any of its holding companies or fellow subsidiaries
was a party, in which a Director had a material interest, subsisted at the
end of the year under review or at any time during the year under review.

EMOLUMENT POLICY

The Board has the general power of determining the Directors’
remuneration, subject to the authorization of the shareholders of the
Company at the annual general meeting each year. The remuneration of
the Directors is subject to review by the Remuneration Committee, and
their remuneration is determined with reference to the Directors’
qualifications, experience, duties, responsibilities and performance and
results of the Company.

RELATED PARTY TRANSACTIONS

Details of the related party transactions during the financial year are set
out in Note 34 to the consolidated financial statements.

BREXBEEEN R_F-—RNF+_A=+—
B ARAZEERERITBAB L THEBEM
ATRAR R RABRE A7 h e B A IR IR R 55
KRG IGHIH 336 R BN AT HFENELMA
ZEE SRR R, R B RN A RN EE
AERTARARBZBRRAE LREZEETT
MR 2 EI{E 5% Sk A FHER#EA ©

EEBAROIES 2ER
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B EFME R - RFIMETTE Bl T
M MARE - EER QR SHE AN B A EK
R M B AR S E AL HE FEEERE
RABSEAEMEABEZ ZFHER -

EECERGNESR

BEHENART - EEMERD AR RN B
AR HLET S AT (A) 4 00 BB AR R AR A5 B Bl TE (B R AR
EARAEMBEDAEREHAER 2 EBT =B
BERAHF  BEEAEARES

R
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COMPETING INTERESTS

The Directors believe that none of the Directors and their respective
associates had an interest, directly or indirectly, in a business which
competes or may compete with the business of the Group.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

PERMITTED INDEMNITY PROVISION

The Bye-laws provides that each Director or other officers of the
Company shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities which he or she may sustain or
incur in or about the execution of the duties of his or her office or
otherwise in relation thereto. In addition, the Company has maintained
appropriate directors’ and officers’ liability insurance in respect of relevant
legal actions against the Directors.

EQUITY-LINKED AGREEMENTS

Save for convertible bonds and share option scheme of the Company, no
equity linked agreements were entered into by the Group, or existed
during the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s bye-
laws or the law of Bermuda.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and to the
best knowledge of the Directors, at least 25% of the Company’s issued
share capital were held by members of the public as at the date of this
report.

SUMMARY OF FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 156 of this annual report.
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AUDIT COMMITTEE

The audit committee comprises three independent non-executive
Directors, namely Mr. William Fong, Mr. Leung Kar Fai and Dr. Cheng
Chak Ho. The purpose of the establishment of the audit committee is for
reviewing and supervising the financial reporting process, risk
management and internal control systems of the Group. The audit
committee has reviewed the Group’s financial statements for the year
ended 31 December 2016.

AUDITORS

Elite Partners CPA Limited (“Elite”) was appointed as auditors of the
Company in 2012, and then retired and was re-appointed at the
Company’s annual general meeting from 2012 to 2016.

Elite will retire and, being eligible, offer themselves for re-appointment as
auditors of the Company at the forthcoming annual general meeting.

A resolution for the re-appointment of Elite as auditors of the Company
will be proposed at the forthcoming annual general meeting.

On behalf of the Board

Yang Ying Min
Chairman of the Board

Hong Kong, 29 March 2017
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CORPORATE GOVERNANCE PRACTICES

The Board believes that good corporate governance is crucial to improve

the efficiency and performance of the Group and to safeguard the

interests of the shareholders.

During the year ended 31 December 2016, the Company had applied the
principles of the Corporate Governance Code (the “Code”) set out in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) and complied
with all the applicable code provisions of the Code, except the following
code provision:

26

Under the code provision A.2.1 of the Code, the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual.

Mr. Gao Yuan Xing resigned as the Chairman of the Board and
executive Director on 4 January 2016 due to his other business
engagement which requires more of his attention. Mr. Yang Ying
Min (“Mr. Yang”), the Chief Executive Officer of the Company has
been appointed as the Chairman with effect from 4 January 2016.

Mr. Yang has in-depth knowledge and considerable experience of
the Group’s business who is responsible for the overall strategic
planning and general management of the Group. The Board
considers that vesting the roles of chairman and chief executive
officer in the same person leading to consistent leadership of the
Group and enabling the Group to make and implement decisions
promptly and thus achieving the Group’s objectives efficiently and
effectively in response to the changing environment.

The Board shall nevertheless review the structure from time to time
and shall consider the appropriate adjustment should suitable
circumstance arise.

Under the code provision A.5.1 of the Code, company should
establish a nomination committee which is chaired by the chairman
of the board or an independent non-executive director and
comprises a majority of independent non-executive directors.

North Mining Shares Company Limited Annual Report2016

Corporate Governance Report

N A fm S
(1= ﬁ%ﬂ:*ﬁf&

ERERER
EFLAGE  BECEDAHRATEERER
FRURREERES L ABEE -

BE_Z-—RFt+-_A=+—BILFE Kx27
—HERBABMAERIMAERRAES LHRA
(T LT RA D8k 14 PrE R EA T RI(T <P R D)
ZRB - e EFrRIRT A ERTRES
MBS ST BB SRR A

1. RBETFRZTRARXEA21F - EFETT
Bz AERTES  TRAR-AFR
£

RRETERRTEEREINR 2 EME
B RER-_T—RF-RANEHIES
BIRRPTESR  ARARTHRERGR
REA(HBEEDCRZERETF B =
T-RNF-HEBERK -

BRERAREXRBTEERRERNE K
LELR ARASEEBERBIEREIN

—REE -EFEER/A-AREEFE
TBRERBNRAEEEREAE 4K
Bl R EH RMITRE - IEAREE
ZBIZRETNRERERAEEZR
1=

AW BEEERTHBIRE AKEE
BREEREELSERE -

2. WBETFRIZTFRNEXEASE  ARIER
VIREZEEES BESTSEIFERBIUIEHR
TEEREEE  KRIDKEBABBILIE
WITES -




AN A2 gt S
(1= ﬁ%ﬂﬂi&ﬁ%

However, the Board considers that the setting up of such
nomination committee may not be necessary at the current scale of
the Board and the Company. The Board is responsible for
considering and approving the appointment of its members and
making recommendations to shareholders on Directors standing for
re-election, providing sufficient biographical details of Directors to
enable shareholders to make an informed decision on the re-
election, and where necessary, nominate and appoint Directors to
fill casual vacancies.

The Company has set out a board diversity policy (the “Policy”) for
achieving diversity on the Board. The Policy provides a sustainable
and balanced development in the Company’s strategic objectives.
The Board reviews the Policy annually and ensures the
effectiveness of the Policy.

3. Under the code provision A.6.7 of the Code, independent non-
executive directors should, inter alia, attend general meetings.

Due to personal and other important engagement at the relevant
time, Dr. Cheng Chak Ho was absent from the 2016 annual general
meeting of the Company.

The Company considers that sufficient measures have been taken to
ensure that the Company’s corporate governance practices are no less
exacting than the Code.

The Company will periodically review and improve its corporate
governance practices with reference to the latest development of
corporate governance.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company had adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 of the Listing Rules.

The Company has made specific enquiry of all Directors regarding any
non-compliance with the Model Code during the year ended 31
December 2016, and they have all confirmed that they had fully complied
with the required standard set out in the Model Code.
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BOARD MEETING

The principal roles of the Board are to oversee the strategic development,
to determine the objectives, strategies and policies of the Group, to
monitor and control the financial performance and to ensure effective
internal controls and risk management. Implementation of strategies and
day-to-day operations are delegated to the management.

Board members were provided with complete, adequate and timely
information to allow them to fulfill their duties properly. Schedules for
annual meeting and draft agenda of each meeting is sent to all Directors
in advance. Notice of at least 14 days is given for a regular Board
meeting. For other Board and committee meetings, reasonable notice is
generally given. Board papers together with all appropriate, complete and
reliable information are dispatched to all Directors at least three days
before each regular Board meeting to ensure that the Directors have
sufficient time to review the related documents and be adequately
prepared for the meeting.

Minutes of all Board meetings and committee meetings, which record in
sufficient detail the matters considered and decisions reached, are kept
by the Company Secretary and are open for inspection at any reasonable
time on reasonable notice by any Director. The Company’s Bye-laws
contains provisions requiring Directors to abstain from voting and not to
be counted in the quorum at meetings for approving transactions in which
such Directors or any of their associates have a material interest.

The following table shows the attendance of each individual member of
the Board and the respective Board Committees at the Board and the
respective Board Committees meetings and general meeting held during
the year ended 31 December 2016:
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Name of Directors meeting meeting meeting meeting meeting meeting
EHZEE ¥MzEe tEER BRRE
£3:4 L3 &3 e ZEEE3 E - RRAE
Executive Directors HITEE
Yo i ¥ weTER  eTER v MER A 10
Sy F’°”9 AR 44 naTER 20 20 20 1
e Bl 44 neTER e TER 22 22 01
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Cheng Chak Ho sl 44 20 202 22 natER 00
* resigned on 4 January 2016 * RZZE—A"F—ANBEIT
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Any Director may request independent professional advice in appropriate
circumstances at the Company’s expense, upon reasonable request
being made to the Board.

During the financial year of 2016, the Board had at all times at least three
independent non-executive directors and at least one of independent
non-executive directors have appropriate professional qualifications or
accounting or related financial management expertise. The Company has
appointed independent non-executive directors representing at least one-
third of the board.

The Company has arranged for appropriate liability insurance for the
Directors for indemnifying their liabilities arising out of corporate activities.
The insurance coverage is reviewed on an annual basis.

The Company has received, from each of the independent non-executive
Directors, an annual confirmation of their independency pursuant to Rule
3.13 of the Listing Rules. The Company considers all of the independent
non-executive Directors are independent.

Director’s Continuous Professional Development

Directors are encouraged to participate in continuing professional
development to develop and refresh their knowledge and skills.

During the year, all Executive Directors of the Company namely, Yang
Ying Min, Qian Yi Dong, Zhang Jia Kun and Ms. Li Li Juan received
briefings and updates on the Group’s business, operations, risk
management and corporate governance matters. Materials on new or
changes to rules and regulations applicable to the Group were provided
to them. According to the training records maintained by the Company,
Independent Non-executive Directors namely William Fong, Leung Kar Fai
and Cheng Chak Ho also attended regulatory update sessions and
seminars on relevant topics.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

All the non-executive Directors of the Company were appointed for an
initial term of one year and every Director (including those appointed for a
specific term) is subject to retirement by rotation at least once every three
years in accordance with the bye-laws of the Company.
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BOARD COMMITTEES

The Board set up various board committees responsible for various
aspect of business of the Company.

Remuneration Committees

The Remuneration Committee of the Company was established in May
2006. The members of the Remuneration Committee during the financial
year of 2016 are:

Mr. Leung Kar Fai (Chairman)
Dr. Cheng Chak Ho

Mr. Qian Yi Dong

Mr. William Fong

The responsibilities of the Remuneration Committee include setting
remuneration policy of the Group and fixing remuneration packages of the
Directors in accordance with the Listing Rules and the Bye-laws. Details
of the remuneration paid to the respective Directors are set out in note 10
to the financial statements. No Directors can determine their own
remuneration packages. The Remuneration Committee is provided with
sufficient resources to discharge its duties. The Remuneration Committee
has adopted terms of reference which are aligned with the Code. The
chairman of the Remuneration Committee will report their findings and
recommendations to the Board for consideration and approval. The
Remuneration Committee will meet at least once a year to discharge its
responsibilities in accordance with its terms of reference.

During the year ended 31 December 2016, the Remuneration Committee
held two meetings, the work performed included the followings:

a. discussing the policy for the remuneration of the Directors;
b. reviewing remuneration packages of the Directors;

c. making recommendations to the Board on remuneration of the
Non-Executive Directors; and

d. proposed annual remuneration package of newly appointed
Directors to the Board.
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Audit Committee

The Audit Committee comprises all Independent Non-executive Directors
of the Company, they are as follows:

Mr. William Fong (Chairman)
Mr. Cheng Chak Ho
Mr. Leung Kar Fai

The Audit Committee will meet no less than twice a year to review all
business affairs managed by the Executive directors and to review the
interim and annual financial statements of the Group before their
submission to the Board for approval and to review the effectiveness of
the financial reporting system, risk management and internal control
systems of the Group. The Audit Committee has adopted terms of
reference which are aligned with the Code. A copy of the terms of
reference of the Audit Committee has been posted on the Company’s
website.

During the year ended 31 December 2016, the Audit Committee met on
two occasions with the presence of external auditors and discharged its
responsibilities in its review of the interim and annual results. The work
performed by the Audit Committee for the year ended 31 December 2016
included reviews of the following:

a. the directors’ report and the consolidated financial statements for
the year ended 31 December 2015 of the Group, with a
recommendation to the Board for approval;

b. the consolidated financial statements for the six months ended 30
June 2016 of the Group, with a recommendation to the Board for
approval;

(& the audit fees for the year ended 31 December 2016 proposed by
the external auditors, with a recommendation to the Board for
approval;

d. the new accounting policies and practices adopted by the Group;

e. the compliance status of the Group with the applicable regulatory
and other legal requirements;

5 the Group’s investment policy and the adequacy of provision made
for diminution in value for the Group’s assets and investments; and

g. the risk management and internal control systems of the Group.

Corporate Governance Report
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Corporate Governance Committee

In order to further strengthen the Company’s corporate governance, the
Company established the Corporate Governance Committees on 12
January 2008:

The members of the Corporate Governance Committee during the
financial year of 2016 are as follows:

Mr. Qian Yi Dong (Chairman)
Dr. Cheng Chak Ho
Mr. Zhang Jia Kun

The major responsibilities of the Corporate Governance Committee are to
oversee the Company’s corporate governance matters and to ensure that
the Company has complied with the Code. The Corporate Governance
Committee had reviewed the corporate governance report of the
Company and confirmed that the Company had complied with the Code
of the Listing Rules throughout the year except some deviations from the
Code mentioned in the section headed “Corporate Governance Practice”
of this report.

Financial Reporting Committee

The Board, supported by the accounts department, is responsible for the
preparation of the financial statements of the Company and the Group.
The Company has also set up a Financial Reporting Committee which
major responsibility is to oversee the preparation of financial statements of
each financial period, which give a true and fair view of the state of affairs
of the Group and of the Group’s results and cash flow for that year. The
Financial Reporting Committee is also responsible to ensure the
compliance by the Group of disclosure requirements under the Listing
Rules in a timely manner.

The members of the Financial Reporting Committee during the financial
year of 2016 are as follows:

Mr. Qian Yi Dong (Chairman)
Mr. Zhang Jia Kun
Mr. William Fong
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During the year ended 31 December 2016, the Financial Reporting
Committee had reviewed the audited financial statements of the Group
for the year ended 31 December 2015 and the unaudited financial
statements of Group for the six months ended 30 June 2016. They also
confirmed the preparations of the audited and unaudited financial
statements of the Group were in compliance with the disclosure
requirements under the Listing Rules.

Nomination Function

The Board is collectively responsible for performing the nomination duties
including:

a. reviewing the structure, size and diversity (including but not limited
to gender, age, cultural and educational background, professional
experience, skills, knowledge and length of service) of the Board on
a regular basis (“Board Diversity Policy”);

b. formulating and adjusting the Board Diversity Policy and reviewing
the measurable objectives for implementing diversity on the Board
from time to time;

G reviewing the candidates’ qualification and competence;

d. assessing the independence of the Independent Non-Executive
Directors; and

e. making decision on appointment of Directors.

Board Diversity Policy

The Board has adopted the board diversity policy (“Board Diversity
Policy”) in accordance with the requirement set out in the Code. Such
policy aims to set out the approach to achieve diversity on the Board.
Accordingly, all Board appointments shall be based on meritocracy, and
candidates shall be considered against objective criteria, having due
regard for the benefits of diversity on the Board. Selection of candidates
shall be based on a range of diversity perspectives, including but not
limited to, gender, age, cultural and educational background, professional
experience, skills, knowledge and length of service. The ultimate decision
shall be based on merit and contribution could the selected candidates
could bring to the Board. The Board, from time to time, oversees the
implementation of the policy, and reviews, as appropriate, the policy to
ensure the effectiveness of the policy and continues to give adequate
consideration to these measurable objectives when making
recommendations of candidates for appointment to the Board.
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AUDITOR’S REMUNERATION

An amount of approximately HK$900,000 (2015: HK$900,000) was
charged to the Group’s consolidated financial statements for the year
ended 31 December 2016 for the auditing services provided by Elite
Partners CPA Limited. There was no non-audit service assignment
provided by Elite Partners CPA Limited during the year (2015: Nil).

SHAREHOLDER'’S RIGHTS

Convening a Special General Meeting by
Shareholders

Pursuant to the Bye-law 58 of the Company, a special general meeting
may be convened by the Board upon requisition by any shareholder
holding not less than one-tenth of the issued share capital of the
Company and the securities being held carrying the right of voting at any
general meetings of the Company. The shareholder shall make a written
requisition to the Board or the Company Secretary of the Company at the
head office or principal place of business in Hong Kong, specifying the
shareholding information of the shareholder, his/her contact details and
the proposal regarding any specified transaction/business and its
supporting documents.

The Board shall arrange to hold such general meeting within two (2)
months after the receipt of such written requisition. The Company shall
serve requisite notice of the general meeting, including the time, place of
meeting and particulars of resolutions to be considered at the meeting
and the general nature of the business. If within twenty-one (21) days of
the receipt of such written requisition, the Board fails to proceed to
convene such special general meeting, the shareholder shall do so
pursuant to the provisions of Section 74(3) of the Companies Act of
Bermuda.

The procedures for sending enquiries to the Board

Shareholders may send their enquiries and concerns in writing to the
Board by addressing them to the Company Secretary at the Principal
Place of Business and the Company Secretary shall then forward the
same to the appropriate executives of the Company or members in the
Board for further handling.

Putting Forward Proposals at General Meetings

A shareholder shall make a written requisition to the Board or the
Company Secretary of the Company at the head office or principal place
of business in Hong Kong, specifying the shareholding information of the
shareholder, his/her contact details and the proposal he/she intends to
put forward at general meeting regarding any specified transaction/
business and its supporting documents.
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COMPANY SECRETARY

The Company Secretary is responsible to the Board for ensuring that the
Board procedures are followed and the Board activities are efficiently and
effectively conducted. She is also responsible for ensuring that the Board
is fully appraised of the relevant legislative, regulatory and corporate
governance developments relating to the Group and facilitating the
induction and professional development of directors.

During the year under review, the company secretary has attended
relevant professional seminars to update her skills and knowledge. She
met the training requirement set out in Rule 3.29 of the Listing Rules.

INVESTOR RELATIONS

The Company follows a policy of disclosing relevant information to
shareholders in a timely manner. The Directors meet and communicate
with shareholders at the AGM of the Company. The Chairman proposes
separate resolutions for each issue to be considered and put each
proposed resolution to the vote by way of a poll. Voting results are posted
on the Company’s website on the day of AGM.

Our corporate website which contains corporate information, corporate
governance practice, interim and annual reports, announcements and
circulars issued by the Company enables the Company’s shareholders to
have timely and updated information of the Company.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility in maintaining sound and
effective risk management and internal control systems for the Group to
safeguard investments of the Shareholders and assets of the Group at all
times.

The Board will conduct regular review regarding internal control and risk
management systems of the Group. During the year ended 31 December
2016, the Audit Committee reviewed and discussed with the Group’s
internal audit team and the senior management on the adequacy and
effectiveness of the Company’s internal control systems including
financial, operational and compliance controls and risk management. The
Audit Committee further made recommendations to the Board to ensure
reliability of financial reporting and compliance with applicable statutory
accounting and reporting requirements, legal and regulatory requirements,
internal rules and procedures approved by the Board, to identify and
manage potential risks of the Group. Besides, the Audit Committee and
the Board will also perform regular review on the Group’s performance
and internal control system in order to ensure effective measures are in
place to protect material assets and identify business risks of the Group.
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In respect of the year ended 31 December 2016, the Board considered
the internal control and risk management system effective and adequate.
No significant areas of concern that might affect shareholders were
identified during the relevant period.

On behalf of the Board

Yang Ying Min
Chairman of the Board

Hong Kong, 29 March 2017
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ABOUT THIS REPORT

This is the first annual Environmental, Social and Governance Report (the
“ESG Report”) of North Mining Shares Company Limited (“North Mining”
or the “Company”, together with its subsidiaries, the “Group”), which was
prepared based on the Environmental, Social and Governance Reporting
Guide (“ESG Guide”) in the Appendix 27 to the Rules Governing the
Listing of Securities of The Stock Exchange of Hong Kong Limited. The
ESG Report included the work for the financial year ended 31 December
2016 (the “Reporting Period”) and disclosed information on
environmental, social and governance performance, management policies
and strategies, commitments and objectives of North Mining.

Information and data disclosed in this ESG Report were sourced from
formal document and internal statistics of the Group and was reviewed
and approved by the Board of the Company.

SCOPE OF THE REPORT

During the Reporting Period, the principal activities of the Group are (i)
mining operations — exploitation, exploration and trading of mineral
resources; and (i) property management operations. Based on the
importance of North Mining in financial performance, environmental and
social areas and the most concerned issues for stakeholders, the ESG
Report focuses on evaluating and analyzing the following segments of the
Group’s mining business:

> Environment (consumption of energy and resources and emissions)
> Society

1 Employment and labour routine

2 Operation practices

3 Community involvement

For details of our corporate governance, please refer to our report on
corporate governance on Page 26 to Page 36 of this annual report.
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COMMUNICATIONS WITH STAKEHOLDERS

The Group attaches the importance to communications with all internal
and external stakeholders to understand their concerns and needs. We
believe that listening carefully to the views of the stakeholders will help us
objectively develop a corporate social responsibility policy that is effective
and comprehensive. Therefore, we will communicate with stakeholders
through different channels in our daily operations.

Environmental, Social and Governance Report
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Stakeholders Expectations and requirements Means of communications and feedback
BHE HEHEER BRERELSR
Investors and ° To safeguard shareholders’ interests ° To provide investors and shareholders with the

shareholders and investors’ returns
o To ensure operating efficiency
. To maintain sound corporate
governance
o To ensure highly transparent and timely e
disclosure of information

latest business updates and financial
performance of the Company in a timely manner
through statutory disclosures such as
announcements and financial statements

To hold general meetings and investor briefings
on a regular basis to communicate with
investors and shareholders face to face and
understand their views on the Company’s
operating conditions and strategies

To continuously review the business policy,
improve operational efficiency and improve the
governance system
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Government o To comply with laws and regulations o To abide by laws and proactively pay taxes
o To deliver asset appreciation ° To improve corporate governance quality
o To boost local economy and o To follow national and regional policies to
employment contribute to local economic development
BT J BFAR . FERFEL FEAT
. BERE . RAGEERER
. B A M . feeBR &R - REMLHERIETR
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Stakeholders

Expectations and requirements

HEEER

Means of communications and feedback

AEERETX

To provide safe and high-quality
products

To offer sound and attentive client
services

To effectively handle client comments
and complaints

To protect privacy
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To exercise proper quality control to provide
premier products on reasonable pricing terms
and conditions

To engage account executives in constant
communications with clients to understand their
needs on a timely basis

To improve the client system, including after-
sales services
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EPITARBREPIN  KEBRREFPHX
TEEPHE  BRERRY
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To provide career training, personal
development and promotion
opportunities

To offer reasonable and fair service
packages, including salary and fringe
benefits

To provide a healthy and safe working
environment

To maintain sufficient communication

channels
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To provide trainings and related information

To encourage applications for in-house
promotion

To grant reasonable remuneration and fringe
benefits with reference to market practices and
regulations

To organize recreational activities on a regular
basis to conduct better communications with
employees
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good faith

information
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o To offer reasonable procurement terms
° To perform contractual obligations in

° To share resources and market

Stakeholders Expectations and requirements Means of communications and feedback
& HMEHEER BEREREDR

Partners and ° To achieve common development and o To make legal and compliant purchases
suppliers mutual benefits ° To offer fair and impartial purchase guidance

and conditions

To further enhance mutual trust by organizing
activities and visits

To dedicate to common growth
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Community and the
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To promote the development of utilities

public in the community
o To involve in public charity and
community activities
. To practice environmental protection
Y S FNAA e HBHEAHFEBR

To engage in communications with the
community for establishing mutual trust and
enhancing recognition of our Company by the
community

To perform environmental responsibilities to
minimize environmental impacts, including
energy conservation and emission reduction
ZHABRNRELER EVEHERE R
FHit w8 1 3 B3R (R R
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The Group wishes to inform stakeholders of the Group’s other
performances in addition to the financial performance and business
operations in this report. Should any stakeholder have any questions or
comments regarding the contents of this ESG Report, he or she is
welcome to share his or her valuable comments with the Group in the

following ways:

Address: Rooms 1505-07, 15/F, Shui On Centre, 6-8 Harbour Road,

Wan Chai, Hong Kong

Tel: (852) 2520 8433

Fax: (852) 2537 4678

Email: info@northmining.com.hk
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OUR MISSION AND VISION

North Mining has been persisting in creating economic benefits,
promoting business development, and performing its corporate social
responsibility to strike a balance between all parties, while advocating
corporate integrity in its pursuit of sustainable development.

For our sustainable development, we are committed to:

»

»

ensuring the compliance with laws, regulations and standards
applicable to our operations in an ethical and transparent manner
maintaining our stable growth to become a leading mining company
with constant and consistent revenue and returns by ensuring
constant and healthy growth in production capacity and further
expanding our product mix

maintaining a long-term and sustainable relationship by listening to
the voice of the community to understand the social needs
establishing and maintaining open and transparent communications
with local communities and the public on matters regarding safety,
environment and community relationship

protecting the integrity, health, and benefits of the stakeholders on
issues such as cooperation and respect for employees,
communities and environment and be recognized for our
sustainable development.

Environmental, Social and Governance Report
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ENVIRONMENTAL ISSUES

2016 environmental data highlights
Direct emissionand  water consumption (municipal water supply, 4,081tons
consumption including mining area and office)
sewage discharge 1,360 tons
power utilization 48,405 kilowatt hours
diesel oil used for vehicles and transport 16,761 liters
discarded tires 0.24 ton
Other direct power utiization 24,200 kilowatt hours
consumption or carbon dioxide emission 18.99 tons
emission (office) diese! oil and gasoline used for self-owned vehicle fleet 3,400 liters
paper 0.08 ton
general solid wastes at the office 0.09 ton
non-inert construction waste 1ton
other wastes 1ton

Environmental policies and guidelines

North Mining has been committed to protecting the environment. During
our course of business, including logistic support, administrative and
compliance work at the office, mining, processing, and production and
other processes at mines, we ensure compliance with the relevant
national regulations and prepare internal guidelines and codes in
accordance with these regulations. Such regulations and internal

guidelines and codes include:

Government regulations

Internal guidelines and codes

Environmental, Social and Governance Report
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Environmental air quality shall be subject to
the secondary standard under the “Air
Quality in a Specific Environment” (GB3095-
2012)

Dust and yard dust shall be subject to the
secondary standard and unorganized
emission limits under the “Comprehensive
Air Pollutant Emission Standards”
(GB16297-1996)

Coal-fired boiler exhaust gas shall be
subject to the Period Il Standards of Second
Zone under the “Emission Standards of Air
Pollutants for Boilers” (GB13271-2001)

“Letter of Luonan County Environmental
Protection Bureau on Implementation
Standards for Environmental Impact
Assessment on the Potassium Feldspar
Pilot Project of Shaanxi Dagin Potassium
Industry Limited* (R AZ#HEBRAA])”
— Luo Huan Han 2013 No.34

“Letter on Implementation Standards for
Environmental Impact Assessment on the
Mining Project of 1.2 million Tons Per
Annum of Changling Potash Mine of Luonan
Dagin Potassium Mining Limited (7% & 8 A
ZHBEAER 2 F)* Luo Huan Han 2016
No0.93
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In consideration of inevitable and negative impacts of our mining activities
on the ecological structure of land, the Group implements a number of
measures to closely monitor various processes. Environmental protection
and rehabilitation at the mines of the Group are in compliance with the
“EIA Report” and the “Soil and Water Conservation Plan”. By starting with
the planning and design with reference to the land, climate, air quality and
other environmental conditions at mining areas, we carry out appropriate
planning for mining processes. In accordance with the design
requirements and open-air mining area protection design, our employees
are required to commence work to minimize the impact. Besides reducing
the impact of our work on the land ecology, we are also actively engaged
in greening and reclamation. Mineral vegetation restoration is
indispensable for mining construction. To prevent unnecessary vegetation
removal, we clearly demarcate the vegetation area to be removed, and
we will also carry out mine restoration upon completion of the mine
production.

Taking into account land occupation, environmental pollution, soil erosion,
plant destruction, and many other ecological hazards due to mining
tailings and waste rock deposits, our company engaged in disposing
tailings and waste rocks has built a unified slag-stacking dam to prevent
environmental destruction. We also carry out production and construction
according to the requirements of our in-house “Mine Design”, “EIA
Report” and “Soil and Water Conservation Plan” to minimize ecological
damage such as environmental pollution and soil erosion. With our mine
construction currently being at the primary stage, it is unsuitable for any
meaningful greening project. However, we will design the greening
projects in detail based on the construction of the mine to gradually
restore the ecological environment of the mining area.

We strive to use resources more efficiently and enhance our mining
technology standards. As potassium feldspar ores are large in body and
evenly stratified, we adopt the mine blasting technique to control the
distribution of shot holes and the use of explosives to improve mining
efficiency and ore recovery. In addition to regular inspections by the local
government on water quality, air quality and noise surrounding our mine,
we will appoint intermediaries to check and improve our environmental
protection measures based on their recommendations to further enhance
our mine environmental management.

Environmental, Social and Governance Report
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Besides our mine environmental management, we also implement
numerous measures to save energy and reduce emissions at the office.
Use of all office equipment is subject to the rules of “turning equipment on
when needed, keeping equipment on standby when idle, and turning
equipment off when leaving the office”. lllumination of lighting equipment
is controlled by a timer based on summers and winters. Subject to the
principle of water conservation, we strictly prohibit our employees from
wasting water by regulating the consumption. To create a paperless office
environment, we also try and encourage the use of e-mail and other
electronic documents, while requiring internal documents to be printed on
both sides, as well as recycling waste paper.

As confirmed by the Group during the Reporting Period, no violation of
the aforesaid laws and regulations, which may result in penalties imposed
by the relevant government authorities, was committed by us during our
course of business.

SOCIAL ISSUES — EMPLOYMENT AND LABOUR
STANDARDS

1. Employment

The Group is committed to providing a good and safe working
environment for its employees. We ensure all of our employees are
treated equally by preparing human resources management
systems and related employment standards in accordance with the
Labour Law, including recruitment and dismissal, remuneration and
promotion, working hours, holidays, equal opportunities, diversity
and other treatment packages, as well as benefits policies and
guidelines. All employees have access to the relevant policies and
provisions which clarify their rights and responsibilities.

To attract and retain employees, the Group has developed a
competitive remuneration and benefits system, including basic
remuneration, employee benefits and interests such as mandatory
provident fund, insurance, annual leave, sick leave, various
allowances and severance payment. We also arrange for shift leave
with compensation for staff who work overtime according to their
work nature, and pay remuneration for employees who work
reasonably overtime. The Group also offers additional remuneration
and benefits such as employee assessment bonuses with reference
to factors such as employee performance, financial performance
and market conditions. For long service staff, we will provide length
of service awards to thank for their contribution to the Company
over the years.
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Based on the nature of our business, there will be more outsourcing
construction workers and equipment installation personnel during
the construction of our mines. For external personnel, the Company
will pay contract payment by installment, if they are not paid on
time, we will urge our cooperative unit first, failure to pay, we will
pay them with the total project payments after negotiation with the
other two parties.

We advocate open communication and encourage employees of
different positions and posts to express their views through different
channels, including communicating with the management directly
or through corporate activities. Corporate culture propaganda will
be conducted by staff upon their entry to understand our
development process and vision, and the realization of own value.
We also organize festive meals, tours and other activities to
recognize their hard work, adjust the work fatigue and enhance
team cohesion.

Employee Health and Safety

The ore mining business involves a certain degree of danger. In
view of this, the Group put providing employees with a safe working
environment first. We have developed comprehensive work health
and safety guidelines, including “safety training system”, “safety
regular meeting system”, “safety inspection system” and “safety
hazard investigation system”, with reference to industry practice
and regulatory requirements, and strictly supervise and implement
the same, to achieve safe operation. Safety committee has been
set up to deal with and respond to emergencies. The safety
committee will conduct safety inspection of the work environment
on a regular basis and prepare the “Safety Assessment Report”,
and we will improve and revise the work health and safety
guidelines according to the “Safety Assessment Report” to ensure
the safety of the working environment.

Electric shocks, falling objects and traffic accidents are frequently
occurred surrounding the mining area, for this regard, the Group
has provided various warnings and reminders (including
identification cards and protective tools) in the mining area and
implemented strict vehicle management to prohibit drunk driving. In
addition, to ensure the safety of employees and strengthen their
awareness of the importance of occupational health and safety, we
enhance safety education and provide relevant safety training and
knowledge for employees, including equipping with fire prevention
equipment, organizing to watch videos about the fire protection
knowledge and first aid as well as electrical safety knowledge. We
also provide long-term employees with annual physical examination,
medical insurance and other benefits.
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We also organize various types of activities for our employees to
enhance the interaction between them, promote employees’
physical and mental development, maintain the balance of work
and life, and enhance their sense of belonging.

There were no major safety incidents in the Group for the year
ended 31 December 2016.

Employee Development and Training

We are convinced that employee development is critical to
sustainable development of our business. The Group continues to
promote culture learning and encourages employees to actively
equip themselves with knowledge. We provide our staff with
professional knowledge through various trainings and development
programs to improve their quality and skills and help them grow. All
new recruits will be offered trainings to become familiar with the
Company'’s culture, business and operations.

The Group determines the remuneration and benefits of employees
based on the nature of their work, qualifications, work performance
and market conditions after assessment. We encourage internal
promotion and provide a fair promotion platform, adequate on-the-
job and professional training as well as promotion opportunities for
employees. The Group attaches importance to the views of
employees and encourages them to discuss their work promotion
and career development objectives with the management.

Training and development plans include but not limited to:
> safety training of mine operations

> professional knowledge such as mining

>

>

relevant regulation seminars/guideline
knowledge relating to listing rules and corporate governance
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Labour Standards

The Group strictly complies with the Employment Ordinance of
Chapter 57 of the Laws of Hong Kong and the Regulation on
Labour Security Supervision of the State Council of the People’s
Republic of China. All recruitment procedures and promotions are
strictly supervised in accordance with the Group’s human
resources management system. In addition to its capacity as a core
mining and processing enterprise with more male staff, the Group
has no gender requirements for staff in our recruitment due to the
nature of our work.

The Group has strict rules on the conduct of all our employees,
including directors and management, to protect employees from
any form of harassment and bullying and ensure employees are
treated equally. We are committed to protecting human rights,
prohibiting the employment of forced labour and child labour in
business operations, and ensuring that all employees are not
discriminated against or deprived of any treatment due to gender,
race background, religion, age, marriage and family status, disability
or any other cause.

We require all suppliers, outsourcers and partners to comply with
our zero tolerance approach to the recruitment of forced labour and
child labour, and our code of conduct to prohibit direct or indirect
participation in human rights violations.

During the Reporting Period, the Group provided staff benefits such
as the following work security and insurance:

Hong Kong China

Severance Payment/ Health and Safety Endowment

Long Service Payment Insurance
Medical Insurance Medical Insurance
Mandatory Provident Fund Accident Insurance

Employment Compensation

Insurance

Maternity/Paternity Leave with Pay  Unemployment Insurance
Work-related Injury Insurance
Childbirth Insurance
Housing provident funds

Environmental, Social and Governance Report
RIE -HERERRS

BIEE

RS R B DI 57 B IR IR 1
BI LA R R A RENE AR (S BR
REE D) - A RBEFREEDY
RIEAEEA N ERE R E R -
BTASEAREERNTIRAY A
THERERRTIRS BHEA TS - A%ME
RRRE AT A THANER -

AEBEHEREELREEBEANMBETL
MITRBTEBRBHRE REEITRME
AEANERERRL  BREEESTS
F8 - RABAOREBARE  BIEREBZ
EPRARHSTIRET  THRERMEER
ITTERMR BEER T Fi&-
SRR R ZRBEAR R ~ BRIR AR AT A s R A 1T
ERBEIE KN EEMFE

BMERMAHEER B REERH
BTHRMEERRFNETIRETINTRR
Tt URZIFEESKMELERIEARE
W1THA -

HAR EJ REBRBEAT TERER

WE
17?< REBTHRH

&5 HE

EHE/RERBE RENZEZEZRE

BERR BERR
BEERES BIMRER
Eﬁ%ﬁf R RERR
BHER/BER TBRE
£ERRK

FEARES

2016 F ¥ L HWERBERAF 47




RIE  #HERERBE

SOCIAL LEVEL — OPERATING PRACTICES
Supply Chain Management

The Group values integrity and holds the same ethical standards for
suppliers and partners. We have a strict “Company Contract Management
System” to regulate all procurement activities. When choosing a supplier,
we consider the cost, product quality and track record as the main
consideration, and only choose suppliers with good business record and
without serious violation or violation of business ethics. The products and
services supplied to us by suppliers are in accordance with our strict
procurement tender procedures and in line with our requirements.
Suppliers are strictly prohibited to obtain supply contracts through any
form of interest transfer.

The Group will grant the supplier fair and reasonable conditions when
receiving goods from the supplier and will not exploit the supplier in any
way. Meanwhile, the Group will evaluate the products provided by the
supplier, check whether the supplier has fulfilled the product liability and
report relevant information in time to ensure that its products meet the
requirements of the Group or replace the suppliers.

Product Responsibility

The Group attaches great importance to customer relations and requires
a high standard for product quality and corporate reputation. Therefore,
we will conduct very strict monitor on the quality of our products and
services, to ensure the products meet the specifications and requirements
of our customers. We will also be actively aware of the needs of our
customers, review the service process through customer feedback, and
promptly deal with and investigate customer complaints, thereby
improving customer service.

We respect the privacy and intellectual property of our customer. We
require employees to properly handle customer’s business sensitive
information and will not resell for profit for the avoidance of incurring
losses for our customers. During the Reporting Period, the Group did not
suffer from customer losses due to customer privacy leaks or other
service problems, nor did it receive any complaints and compensation
requests from customers due to poor service quality.
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Anti-corruption

The Group has always maintained a “good faith” business, striving for
create a clean working atmosphere, requiring directors and all employees
to strictly comply with the relevant legal norms and ethical standards. The
Group has an internal audit team and an audit committee and appoints
external lawyers and auditors to comply with the corporate governance
and disclosure requirements of the Hong Kong Stock Exchange for listed
companies. We will regularly review the internal governance mechanism
to improve our governance level.

For the day-to-day business operations, the Group will not allow any
corruption and fraud. All relevant provisions on anti-corruption, anti-
bribery and conflicts of interest have been set out in the Code of Conduct
for Employees to ensure that employees are in compliance with the law at
work. The Group provides employees with information on anti-corruption
on a regularly basis to enhance their awareness of corruption and develop
good professional conduct. If any corruption or fraud is found, we will
conduct investigation promptly and report the same to the manager.

The board of directors plays a vital role in anti-corruption and can challenge
all the operating and management conduct of the Group. In the financial
aspect, the directors are under absolute supervision to prevent the
occurrence of various disciplinary actions. The management prevents the
occurrence of corruption in accordance with the corporate process based
on the authority given by the board of directors. During the Reporting
Period, there were no cases of corruption, bribery, extortion, fraud and
money laundering against the Group or its employees.

SOCIAL LEVEL — COMMUNITY INVOLVEMENT

The Group attaches importance to building a harmonious corporate and
community relationship with its communities through active participation
in the activities of its communities. We held discussions with the
community’s main staff from time to time to understand local community’s
perception of our corporate. We will integrate the views of community
stakeholders we acquired into our daily operation with a view to getting
on harmonious with the community.

The Group is actively engaged in the promotion of corporate social
responsibility within the enterprise, organizing or participating in
appropriate community activities, enabling employees to personally
contribute to the community and enhance their community awareness.
We hope to support targeted poverty alleviation objects through different
activities, so as to improve the living, learning and working environment of
our community.
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To the members of

BT8R R AR R 6)
ELITE PARTNERS CPA LIMITED

Certified Public Accountants

North Mining Shares Company Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of North Mining
Shares Company Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 56 to 154, which comprise
the consolidated statement of financial position as at 31 December 2016,
the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended and notes
to the consolidated financial statements including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31
December 2016, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (‘HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSASs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the “Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements” section of our report.
We are independent of the Group in accordance with the HKICPA's
“Code of Ethics for Professional Accountants” (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements for the year ended 31 December 2016. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do

not provide a separate opinion on these matters.

Key audit matter
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Independent Auditor’s Report
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How the matter was addressed in our audit
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Impairment assessment of property, plant and equipment and mining rights

W BERREUARREREZBEE

The Group’s principal activity was engaged in the production
and sales of molybdenum concentrate in the PRC which
accounted for over 90% of the Group’s total revenue. The
Group owns an operating molybdenum mine located in the
Shaanxi Province, the PRC (“Molybdenum Mine”) where the
molybdenum concentrates were produced.
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For the purpose of impairment assessment, the mining rights
together with the property, plant and equipment relating to the
Molybdenum Mine were allocated to the cash-generating units
for mining segment (“Mine CGU”).
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The Group had engaged an independent external valuer
(“Valuer”) to assist the management in estimating the
recoverable amount of the Mine CGU which requires
significant judgement and assumption to be made by the
management.
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Our audit procedures to address the impairment assessment
of property, plant and equipment and mining rights included
the following:
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FrefE AT &IA ¢

e We assessed the management’s identification of Mine CGU
based on our understanding of the Group’s operation.

o ARHMERAZHME BEEEBNHERETEER
BEBILIREEEEN 2 ER -

e We evaluated the competence, capabilities and objectivity
of the Valuer in estimating the recoverable amount of the
Mine CGU.

o ARIRBEDALETREILIR & E A B2 AT € R H
BRNZ £ - B8 BB HETTATAS ©

e We obtained the cash flow forecast in determining the
Mine CGU (“Forecast”) prepared by the management and
discussed with the Valuer and management to assess the
methodology applied and reasonableness of the
assumptions used for the preparation of the Forecast,
including but not limited to the estimated reserves of
minerals, sales volume, unit selling price, production costs,
operating expenses and discount rate.

s AREBMNETBRLREELABMRESEEEREZ
WemE TR (TTER]) - I B[ ERT R E 2 E 5T s AT
mARBTEAMRER A ARFFIKARENSEYE - 815
BTRAREDENGHHEE  HE - BUEE £EX
R RE T HRAEIRE o
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Key audit matter

BREBESLEE

Independent Auditor’s Report

How the matter was addressed in our audit

LB 2 BT R R 2B IR

We had identified the impairment assessment of property,
plant and equipment and mining rights relating to the Mine
CGU as a key audit matter because amounts involved were
significant and significant management judgements were
required to develop key assumptions.
AzHmMEHEE LR EEBURMNYE  BERRE
ARRBERE S REF GET REREZER BRI
SRNBEABKBARBRRIFTEERNERE AL -

Other information included in the annual report

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include the consolidated financial statements and our

auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance

conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to

report in this regard.

e We compared the Forecast with reference to the historical
performance to identify any material change and assess
the reasonableness of the Forecast.

o ARIZEM2RELEMETEAETHLL - ARAEME
ABB TR A -

e We examined the source data used and input applied in
arriving the Forecast and the recoverable amounts of the
Mine CGU.

o ZRHZ RN ¥ 15 1 TE ORI B 1L 3R < 7 A B8 (i AT W (Bl < BRI P
FRARIREUE K ERNBABBRETES -

e We checked the mathematical accuracy for the calculation
of the recoverable amount of the Mine CGU.

o AZBMMEEI IR eESBEM A MO REA TR BER
PEEATHES o

e We performed a sensitivity analysis on key assumptions
used in the Forecast by applying higher discount rate and
lower revenue growth rate.

o RIZEIANE B AERSMARE RBEN KA K XL
REBEITBURE D -

FHRAMEMESR
BERRERHEMENEE - HWEANBEFR
TEANER  BETEREGEMBRERAZE
EMEOFRRA RS -

o

AREMAERGEMBERRANE R EREEM
EH - BAREED BN EE AT AR E AR

RAZHBEN R AP BRR2ERME © AR
BT RMERMEN BRMEITEREEE
BRI TR BARE MR RA L BN EL
ESMARBENTHERMTEFEERER
BRst o P ER AR BN 2 TR TR - AN EED
B A AR E R FEE AR - A4
BENAREZEE - LT T - ARBEAL B
MEEFRRE °
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Responsibilities of Directors and Those Charged
with Governance for the Consolidated Financial
Statements

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

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

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

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’'s
report that includes our opinion solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

Independent Auditor’s Report
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Independent Auditor’s Report
B 2B R R E

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional scepticism throughout the audit. We
also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

° Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

o Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.
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We communicate with the audit committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the audit committee with a statement that we have
complied with relevant ethical requirements regarding independence and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with the audit committee, we determine
those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matter in our auditor’s report
unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement director on the audit resulting in this independent
auditor’s report is Siu Jimmy with practising certificate number PO5898.

Elite Partners CPA Limited
Certified Public Accountants
Hong Kong, 29 March 2017

10/F., 8 Observatory Road,
Tsimshatsui, Hong Kong

Independent Auditor’s Report

B EZ TIFORTEIREMER - £FEZBIE

PR FEZ IR @%W%%ﬂmikﬂ%&ﬁm
FHEEZEZEEITER

BT AEZZESFEHER  EREMDET
BRI IERERER  YHRAERASERRH
EEFEZBETE L ENBEENEMETARER

BeR &=
EIERRIERE I - B REEREITER -

BRMBAEEZZBELER  BEIFLRAHSST
EUBRREZIFNEEESIE - JIEREZ
B BRIEERNER TR A ARBERHLEEE
FEBEENBERLT @ RFIRABEE NS EEA
AEEPNTREREHBEARABLEREDN
FBMAEERSP FURE - TARMSEX
ARSI E R o

PEAABIZYMBENEZEBESE ASU
Jimmy + BLEFEE RS A P05898 -

HrTEEEtMEERERAHE
%ﬂ%ﬁﬁfﬁlﬁ
55 Ak = B =]
EBLRNDHE

AN EE8HR101E

2016 F ¥ L HWERBERAF 55




Consolidated Statement of Profit or Loss and Other Comprehensive Income
meEmakHMEEWER

For the year ended 31 December 2016 B2 = F—NF+=H=1—HIFFE

2016 2015
—E-XE —E—hF
Notes HK$’000 HK$’ 000
M sE FE T FH&T
Revenue Uk & 5(a) 256,004 245,969
Cost of sales $HE A (219,986) (225,774)
Gross profit EF 36,018 20,195
Other income E A 5(b) 67,297 85,439
Other gains and losses H bWz K &8 6 (53,829) (822,932
Administrative expenses T H (131,672) (101,405)
Other operating expenses HAbE M (248,007) -
Loss from operations KEER (330,193) (818,703)
Finance costs AR 8 (39,724) (16,949)
Loss before income tax BRET BB ATE 1B 9 (369,917) (835,652)
Taxation 18 12 9,521 125,690
Loss for the year REEEE (360,396) (709,962)
Attributable to: 1L :
Owners of the Company RATRHEBA (324,425) (436,220)
Non-controlling interests FEFEAR RE 2 (35,971) (273,742)
Loss for the year KEFFZ R (360,396) (709,962)
Other comprehensive loss Hth2mEE
(Net of tax effect): (HIRBELE) !
Items that are or may be reclassified RABE S A[fEEAT 7 4E
subsequently to profit or loss: EERZIEA -
Exchange differences arising from translation of #2 & 3§ 71\t & 2 51 &
foreign subsidiaries ZIEN =58 (132,506) (270,782)
Other comprehensive loss for the year AEEHM2HEEE (132,506) (270,782)
Total comprehensive loss for the year AEEETHEEEALE (492,902) (980,744)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
meEakHMEEWER

For the year ended 31 December 2016 B2 —F—NF+=H=1—HIFFE

2016 2015
—E-RE —ZE—RF
Notes HK$’000 HK$’ 000
MI5E F@xT FHET
Attributable to: FEAS -

Owners of the Company VIN/NEIEZ =N (445,322) (707,001)
Non-controlling interests FEIE R (47,580) (273,743
(492,902) (980,744)

Loss per share SREE
— Basic, HK cents — B B 14(a) (1.63) (2.49)
— Diluted, HK cents — #E - B 14(b) (1.63) (2.49)
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As at 31 December 2016 R=F— N NF+=-H=+—H

31 December

Consolidated Statement of Financial Position

31 December

2016 2015
—E-RF —E-hfF
+=ZA=+—-8B +=ZA=+—H
Notes HK$’000 HK$’ 000
B s FHERT FHET
ASSETS EE
Non-Current Assets FRBEE
Property, plant and equipment M - BENERE 15 495,555 545,198
Prepaid lease payments TR EERIA 16 52,750 62,128
Mining rights BRIE 17 996,303 1,104,387
Goodwill PR 18 13,403 13,403
Investment deposits RE®RE 19 600,000 =
Prepayment for acquisition of subsidiaries G 101N NP 20 845,712 -
Loan receivables EUWER 21 - 191,068
3,003,723 1,916,184
Current Assets REBEE
Other financial assets HB i EE 22 300,000 1,045,628
Inventories Ay 23 413,824 411,032
Investment deposits KEES 19 - 458,252
Trade and bill receivables FEUER R X AR 24 8,052 16,318
Prepayments, deposits and other receivables BRI -« 2SR EAMERGK 25 356,854 374,381
Tax recoverable EEEEE - 15,225
Cash and cash equivalents HEeRBEEEEY 596,003 225,362
1,674,733 2,546,198
Total Assets EEHAE 4,678,456 4,462,382
CAPITAL AND RESERVES EXRFHE
Share capital [N 26 344,921 318,441
Reserves i 2,994,363 3,222,263
Equity attributable to owners of the Company ANEIEE ARG ER 3,339,284 3,540,704
Non-controlling interests PR 86,946 134,526
Total Equity ERAE 3,426,230 3,675,230
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As at 31 December 2016 R=—ZF—~NF+=-HA=+—H

31 December

Consolidated Statement of Financial Position

31 December

2016 2015
—E-RE —T-RHF
+=ZA=+—-8B +=ZA=+—H
Notes HK$’000 HK$’ 000
B s FHER FAT
LIABILITIES a8E
Non-Current Liabilities FRBEE
Convertible bonds R ES 27 340,471 -
Deferred tax liabilities BEFHIBAE 28 273,112 301,801
613,583 301,801
Current Liabilities REBARE
Trade and bill payables ERERERE 29 70,599 76,663
Other payables and accruals HibEM R R ERTE R 31 95,677 188,117
Bank loans and other borrowings RITEFREMEE 32 361,167 100,908
Provision for environmental and resources tax ~ IB{F N & BRI B 30 88,666 95,534
Tax payables R 22,534 24,129
638,643 485,351
Total Liabilities BEHAE 1,252,226 787,152
Total Equity and Liabilities EnkaEEE 4,678,456 4,462,382
Net Current Assets REBEEFE 1,036,090 2,060,847
Total Assets Less Current Liabilities EEABRRBERS 4,039,813 3,977,031
Net Assets BEZRE 3,426,230 3,675,230

The consolidated financial statements were approved and authorised for
issue by the Board of Directors on 29 March 2017 and signed on its

behalf by:

Yang Ying Min
BER
Director

EF

RAMBBRREEEEN T —tF=A-TN
B#ERRETIE  YHTHIALHRERE

Qian Yi Dong

82—
Director

EF
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For the year ended 31 December 2016 B2 = F—NF+=H=1—HIFFE

Attributable to owners of the Company

Consolidated Statement of Changes in Equity

FATEEAEL
(Accumulated
Convertible losses)/ Non-
Share Share  Contributed Capital bond  Statutory  Exchange Retained controlling Total
capital premium surplus reserve reserves reserve reserve earnings Subtotal interests equity
(%3t
AR E8)/
REk  RGEE  BHE%  EARE 0 BHHE  RERE O EXBE  REEA Nt OFERER  BEER
HK$000 HK$000 HK$000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$'000
Thr Thn Thn Thn Thn Thn T T T T Thr
At1 January 2015 R-Z-1%-F-H 265,641 3283205 31,350 (894) - 12,677 300887 22,839 3915705 408,269 4323974
Loss and total comprehensive FREERZEBELE
loss for the year = = = = S S QI078) @219 (OT00N)  (U3TAY  (980744)
Placing of shares RERD 46,400 185,600 - - - - - - 232,000 - 232,000
Issue of consideration shares BIRERG 6,400 93,600 - - - - - - 100,000 - 100,000
At31 December 2015 and RZF-RF+ZA
at 1 January 2016 ZT-BRZFAE
-A-H 318,441 3,562,405 31,350 (894) - 12,677 30,105 (413,380) 3,540,704 134,526 3675230
Loss and total comprehensive FRBERZAGELE
Joss for the year - - = = o S (10897 (442 (45329 {75800 (492.900)
Issuance of convertible bonds EATARES - - - - 8902 - - - 8902 = 8902
Subscription of shares DERR 26,480 208,520 - - - - - - 235,000 - 235,000
At31 December 2016 RZE-AF
+-A=1-H w4921 3770925 31,350 (894) 8,902 12,617 (90,792) (737,808 3,339,284 86946 3426230
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For the year ended 31 December 2016 #Z - E— A NF+_H=1+—HILFE

Consolidated Statement of Cash Flows

2016 2015
—E-AF —E—AF
HK$’000 HK$’ 000
FERT FET
Cash flows from operating activities RETBHEEZRERE
Loss from operations K EE (330,193) (818,703)
Imputed interest income arising from promissory notes O EIREE 2 HEFBIRA (54,372) (69,745)
Loan interest income ERABIA (5,085) (15,360)
Bank interest income RITA YA (7,840) (18)
Depreciation of property, plant and equipment W - BE MEEITE 18,876 19,113
Amortisation of prepaid lease payments AN AE IR 5,595 5,953
Amortisation of mining right PRUEREHE8H 38,101 130,852
Written down of inventories HRFE = 8,416
Impairment loss for mining right iR EE1E - 465,083
Impairment loss on other receivables H fth FEUGRIB R (BB 18 = 19,661
Impairment loss for property, plant and equipment Y - BB RREREBE - 253,772
Loss on disposal of property, plant and equipment HEME  BERZEER 55 -
Operating loss before working capital changes EEBESBPA L EEBRE (334,863) (1,026)
Decrease in inventories FERD (30,853) (285,842)
Decrease/(Increase) in trade and bill receivables, R R - EAR - Re
prepayments, deposits and other receivables RE MW R (38h0) 15,404 (151,302)
Decrease in trade and bill payables, other payables FERBRRRER - EMERR
and accruals R EET RIRR (85,257) (60,131)
Cash used in operating activities KEEEBFTRAZIES® (435,569) (498,301)
Tax paid BHIA (26) (8,380)
Net cash used in operating activities RETHHAZELTFE (435,595) (506.681)
Cash flows from investing activities RETHELECRESRE
Interest income received B HF S A 12,925 18
Purchase of items of property, plant and equipment BAYE  BENMEREER
and addition to properties under development ARARBERTYE (4,011) (237,849
Net cash outflow for acquisition of a subsidiary Wi — KB A RIAY
WML F5E = (88,899)
Received from settlement of loan receivable BUEREREE 178,671 =
Refund of deposit for investments RO ERS 450,672 =
Received from settlement of promissory notes BRERERRELES 200,000 822,478
Prepayments for acquisition of subsidiaries UL BE BT B R BRIV FE T 3R (845,712) -
Net cash (used in)/generated from REZHE(FTA) gz
investing activities HEFHE (7,455) 495,752
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Consolidated Statement of Cash Flows

AN A ~—1 ‘15—‘%
=] Iﬁﬁblbi
For the year ended 31 December 2016 B2 = F—NF+=H=1—HIFFE
2016 2015
AL —T—AF
HK$°000 HK$’ 000
FET FET
Cash flows from financing activities RMETBHEECZRERE
Interest expense paid ERFERXZ (39,189) (16,949)
Proceed from bank loans RITERFIBRIR 361,689 44,279
Repayment of loans BEEN (98,776) (107,723)
Net cash inflow from issuance of convertible bonds BITAMRES 2R RAFE 348,838 -
Proceeds from issuance of shares FITRID SRR 235,000 232,000
Net cash inflow from financing activities RETBEEZRERAFE 807,562 151,607
Net increase in cash and cash equivalents RERBSEBYWZEMBE 364,512 140,678
Cash and cash equivalents at 1 January R—A—BZEERELZEY 225,362 102,238
Effect of foreign exchange rate changes, net INSERSE L FEE 6,129 (17,554)
Cash and cash equivalents at 31 December R+t=—A=+—HZ
ReERFELEEY 596,003 225,362
Analysis of balances of cash and cash equivalents B4RESZEWELR DN
Cash and bank balances Re RIRITES 596,003 225,362
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GENERAL INFORMATION

North Mining Shares Company Limited (the “Company”) was
incorporated in Bermuda as an exempted company with limited
liabilities. The address of the registered office of the Company is
located at Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda. The principal place of business is located at Rooms
1505-7, 15/F., Shui On Centre, 6-8 Harbour Road, Wanchai, Hong
Kong. The shares of the Company are listed on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”).

The principal activity of the Company is investment holding. The
principal activities of the Company and its subsidiaries (the “Group”)
are mining operation, property leasing and property management
operation.

The consolidated financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of the
Company.

In the opinion of the directors, the ultimate and immediate holding
company of the Company is China Wan Tai Group Limited, which
was incorporated in Hong Kong.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

2.1 Initial application of Hong Kong Financial
Reporting Standards

In the current year, the Group has applied a number of
amendments to HKFRSs issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) that are
mandatorily effective for an accounting period that begins on
or after 1 January 2016. These amendments have been
applied by the Group for the first time in the current year
unless otherwise specified. The impact of these amendments
are described below.

Notes to Consolidated Financial Statements
e R R MR

For the year ended 31 December 2016 B2 —F—NF+=H=1—HIFFE
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For the year ended 31 December 2016 #Z - E— A NF+_H=1+—HILFE

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

2.1 Initial application of Hong Kong Financial
Reporting Standards (Continued)

(@) Amendments to HKFRS 10, HKFRS 12 and HKAS
28 Investment Entities: Applying the
Consolidation Exception

The amendments mainly clarify that the exemption
from preparing consolidated financial statements is
available to a parent entity that is a subsidiary of an
investment entity, even if the investment entity
measures all its subsidiaries at fair value in accordance
with HKFRS 10. The Company is not an investment
entity. Also, given that the Company is a listed entity,
the consolidation exception set out in the amendments
will not be applicable to the Company and hence the
application of these amendments has had no impact
on the Group’s consolidated financial statements.

(b) Amendments to HKFRS 11 Accounting for
Acquisitions of Interests in Joint Operations

The amendments provide guidance on how to account
for the acquisition of a joint operation that constitutes a
business as defined in HKFRS 3 Business
Combinations. Specifically, the amendments state that
the relevant principles on accounting for business
combinations in HKFRS 3 and other standards should
be applied. The amendments also require that a joint
operator to disclose the relevant information required
by HKFRS 3 and other standards for business
combinations. The amendments require prospective
application; prospectively in annual periods beginning
on or after 1 January 2016. The Group did not have
any such transactions in the current year and hence
the application of these amendments has had no
impact on the Group’s consolidated financial
statements.
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Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements
e R R MR

For the year ended 31 December 2016 B2 —F—NF+=H=1—HIFFE

2. ADOPTION OF NEW AND REVISED HONG 2.
KONG FINANCIAL REPORTING STANDARDS
(Continued)

2.1 Initial application of Hong Kong Financial

BRNHI REIETERBUBRE
E IJ (/nﬁ)

21 IZEAEEMBHREEA

Reporting Standards (Continued) (#8)
(c) Amendments to HKAS 1 Disclosure Initiative (c) BREFEAFIRHEETE
(BET )
The amendments clarify that an entity need not provide SR AR BB M E 2 BRI
a specific disclosure required by a HKFRS if the TEE AEFEOEREEY

information resulting from that disclosure is not material
(even if the HKFRS contains a list of specific
requirements or describes them as minimum
requirements). The amendments also give guidance on

T3R5 2E Al IR TE 12 1

i

(BN &8 ﬁﬂﬁi&i/i,ﬁﬂﬁﬁ
— R EERRHAMEEF R
RIEEKR) - ZIEFT AT E

the bases of aggregating and disaggregating B HE RN DT E R R EER
information for disclosure purposes. The amendments 55| o FZIBETAREH - (H1E
emphasize that an entity should consider whether to HEBEYREER 2 A

provide additional disclosures when compliance with

BSRTADR R LAGE(E A 1 5 3

the specific requirements in HKFRSs is insufficient to RIZANTEBETRS - Hih
enable users of financial statements to understand the EMHRRRE TR BT
impact of particular transactions, other events and kBRI ZZE  AETEE]

conditions on the entity’s financial position and financial
performance. Furthermore, the amendments require
that an entity’s share of the other comprehensive
income of associates and joint ventures accounted for
using the equity method should be presented
separately from those arising from the Group, and
should be separated into the share of items that, in
accordance with other HKFRSs: (i) will not be
reclassified subsequently to profit or loss; and (i) will be
reclassified subsequently to profit or loss when specific
conditions are met.
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66

ADOPTION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING STANDARDS

(Continued)

2.1 Initial application of Hong Kong Financial
Reporting Standards (Continued)

(d)

(e)

Amendments to HKAS 16 and HKAS 38
Clarification of Acceptable Methods of
Depreciation and Amortisation

The amendments to HKAS 16 prohibit entities from
using a revenue-based depreciation method for items
of property, plant and equipment. The amendments to
HKAS 38 introduce a rebuttable presumption that
revenue-based amortisation is not an appropriate basis
for amortisation of an intangible asset. The
amendments states that such a presumption can only
be rebutted in the following two limited circumstances:

° when the intangible asset is expressed as a
measure of revenue; or

° when it can be demonstrated that revenue and
consumption of the economic benefits of the
intangible asset are highly correlated.

With regard to the Group’s property, plant and
equipment and intangible assets, the Group did not
use revenue-based depreciation method and hence
the amendments have not had any impact on the
Group’s financial position and financial performance.
Rather, the Group has been using the straight-line
method and unit of production method for depreciation
and amortisation for its property, plant and equipment,
and intangible assets respectively.

Amendments to HKAS 16 and HKAS 41
Agriculture: Bearer Plants

The amendments define a bearer plant that is a living
plant that:

(@  is used in the production or supply of agricultural
produce;
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2.

ADOPTION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING STANDARDS

(Continued)

2.1 Initial application of Hong Kong Financial
Reporting Standards (Continued)

(e)

U]

Amendments to HKAS 16 and HKAS 41
Agriculture: Bearer Plants (Continued)

(b) is expected to bear produce for more than one
period; and

(c) has a remote likelihood of being sold as
agricultural produce except for incidental scrap
sales.

The amendments require that biological assets that
meet the definition of a bearer plant should be
accounted for as property, plant and equipment in
accordance with HKAS 16, instead of HKAS 41. The
produce growing on bearer plants continues to be
accounted for in accordance with HKAS 41.

The application of these amendments has had no
impact on the Group’s consolidated financial
statements as the Group is not engaged in agricultural
activities.

Annual Improvements to HKFRSs 2012-2014
Cycle

The Annual Improvements to HKFRSs 2012-2014
Cycle include a number of amendments to various
HKFRSs, which are summarized below.

Firstly, the amendments to HKFRS 5 introduce specific
guidance for when an entity reclassifies an asset (or
disposal group) from held for sale to held for
distribution to owners (or vice versa). The amendments
clarify that such a change should be considered as a
continuation of the original plan of disposal and hence
requirements set out in HKFRS 5 regarding the change
of sale plan do not apply.

U]
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2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

2.1 Initial application of Hong Kong Financial
Reporting Standards (Continued)

()  Annual Improvements to HKFRSs 2012-2014
Cycle (Continued)

Secondly, the amendments to HKFRS 7 provide
additional guidance to clarify whether a servicing
contract is continuing involvement in a transferred
asset for the purpose of the disclosures required in
relation to transferred assets.

Thirdly, the amendments to HKAS 19 clarify that the
rate used to discount post-employment benefit
obligations should be determined by reference to
market yields at the end of the reporting period on high
quality corporate bonds. The assessment of the depth
of a market for high quality corporate bonds should be
at the currency level (i.e. the same currency as the
benefits are to be paid). For currencies for which there
is no deep market in such high quality corporate
bonds, the market yields at the end of the reporting
period on government bonds denominated in that
currency should be used instead.

The application of these amendments has had no

effect on the Group’s consolidated financial
statements.
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For the year ended 31 December 2016 B2 —F—NF+=H=1—HIFFE

2.

ADOPTION OF NEW AND REVISED HONG 2. ERFIRKBIETBHMBERS
KONG FINANCIAL REPORTING STANDARDS 28 (%)
(Continued)
2.2 Hong Kong Financial Reporting Standards 22 EHEMEERERZEBYE
in issue but not yet effective HEER
The following Hong Kong Financial Reporting Standards in RREAREEHZE_T—F+=A
issue at 31 December 2016 have not been applied in the =+ —BHIEFEZHEEMBERREL
preparation of the Group’s consolidated financial statements EER AT R% B BB 2 FEMTE
for the year then ended since they were not yet effective for WEED] - AN ZEST SR
the annual period beginning on 1 January 2016. HEARZF—R"F—A—ARKZ
FEBMDARER -
HKFRSs 9 Financial instruments’ ERUBREEEE SRIA
HKFRS 15 and amendmentsto  Revenue from Contracts with Customers' BANBREENE5Y, REANAMEHA
HKFRS 15 REBGBRELR
F15% (BFTA)
HKFRS 16 Leases? ERMBREENE 6% BE?
Amendments to HKAS 2 Classification and measurement of BESENSE 2% URHBERERZIR S
Share-based Payment Transactions' (B3TK) LARRGHE!
Amendments to HKFRS 10 Sale or Contribution of Assets between EEUMBRELNE 0T REFRAMENAS
and HKAS 28 an Investor and its Associate or Joint Venture® RERCHERE8Y, ARLCEMEELE
(#B3T%) HEA
Amendments to HKAS 7 Disclosure Initiative* BESHENSTHR KE A
(BATR)
Amendments to HKAS 12 Recognition of Deferred Tax Asses for BESHENF12% RAERBERIEL
Unrealised Losses* (CHEN REEE!
0 Changes effective for annual periods beginning on or after 1 1 g2HE_ZT—N\F—A—Bz 2%
January 2018 FIA ) F 1 B A Bk
2 Changes effective for annual periods beginning on or after 1 2 P _ZS-—NF—A—Bz 2%
January 2019 PR ) B A 3k
9 Changes effective for annual periods beginning on or after a 3 BHEFTHERNZERBENEE
date to be determined BRfE A3
4 Effective for annual periods beginning on or after 1 January 4 N-ZE—+EF—A—Rsi 2B
2017 B E AR
The Group anticipates that the application of the above new ANEBE T ER Ll F ] s &(E 5T
or amended standards have no material impact on the results B 7N 5= B 2 45 R B TS AR R IF #E 8 K
and the financial position of the Group. TE o
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3.

70

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1 Basis of preparation

These consolidated financial statements have been prepared
in accordance with all applicable HKFRSs, which collective
term includes all applicable individual Hong Kong Financial
Reporting Standards, HKASs and Interpretations issued by
the HKICPA, accounting principles generally accepted in
Hong Kong and the disclosure requirements of Hong Kong
Companies Ordinance. These consolidated financial
statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on
Stock Exchange of Hong Kong Limited (the “Listing Rules”).

The consolidated financial statements have been prepared
on the historical cost basis. Historical cost is generally based
on the fair value of the consideration given in exchange for

assets.

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a
basis, except for share-based payment transactions that are
within the scope of HKFRS 2, leasing transactions that are
within the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value, such as
net realisable value in the HKAS 2 or value in use in HKAS

36.
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Notes to Consolidated Financial Statements
e R R MR

For the year ended 31 December 2016 B2 —F—NF+=H=1—HIFFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EARSHBEBE(E)
POLICIES (Continued)
3.2 Basis of consolidation 3.2 SmEHXE

The consolidated financial statements incorporate the
financial statements of the Company and entities (including
structured entities) controlled by the Company and its
subsidiaries. Control is achieved when the Company:

— has power over the investee;

— is posed, or has rights, to variable returns from its
involvement with the investee; and

— has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to
one or more of the three elements of control listed above.

When the Group has less than a majority of the voting rights
of an investee, it has power over the investee when the voting
rights are sufficient to give it the practical ability to direct the
relevant activities of the investee unilaterally. The Group
considers all relevant facts and circumstances in assessing
whether or not the Group’s voting rights in an investee are
sufficient to give it power, including:

—  the size of the Group’s holding of voting rights relevant
to the size and dispersion of holdings of the other vote
holders;

—  potential voting rights held by the Group, other vote
holders or other parties;

—  rights arising from other contractual arrangements; and

— any additional facts and circumstances that indicate
that the Group has, or does not have, the current
ability to direct the relevant activities at the time that
decisions need to be made, including voting patterns
at previous shareholders’ meetings.
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3.

72

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.2 Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the

subsidiary.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and
to the non-controlling interests even if this results in the non-

controlling interests having a deficit balance.

Non-controlling interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s entity
therein. Non-controlling interests in the net assets consist of
the amount of those interests at the date of the original
business combination and the minority’s share of changes in
equity since the date of the combination. Losses applicable
to the minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to

cover the losses.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies

into line with the Group’s accounting policies.

All intragroup assets and liabilities, income, expenses and
cash flows relating to transactions between members of the

Group are eliminated in full on consolidation.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.3 Business combination

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by the
Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognised

in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value at the

acquisition date, except that:

—  deferred tax assets or liabilities and liabilities or assets
related to employee benefit arrangements are
recognised and measured in accordance with HKAS
12 Income Taxes and HKAS 19 Employee Benefits

respectively;

— liabilities or equity instruments related to share-based
payment transactions of the acquire or the replacement
of an acquiree’s share-based payment transactions
with share-based payment transactions of the Group
are measured in accordance with HKFRS 2 Share-

based Payment at the acquisition date; and

— assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations

are measured in accordance with that standard.
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3.

74

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.3 Business combination (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the
net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed. If, after assessment, the
net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain
purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
entity’s net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling
interest’s proportionate share of the recognised amounts of
the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction
basis.

Where the consideration the Group transfers in a business
combination includes assets or liabilities resulting from a
contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value
and considered as part of the consideration transferred in a
business combination. Changes in the fair value of the
contingent consideration that qualify as measurement period
adjustments are adjusted retrospectively, with the
corresponding adjustments being made against goodwill or
gain on bargain purchase. Measurement period adjustments
are adjustments that arise from additional information
obtained during the measurement period about facts and
circumstances that existed as of the acquisition date.
Measurement period does not exceed one year from the
acquisition date.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EXSHHEBE(E)
POLICIES (Continued)
3.3 Business combination (Continued) 3.3 ¥(KS/t(E)

The subsequent accounting for changes in the fair value of
the contingent consideration that do not qualify as
measurement period adjustments depends on how the
contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured at
subsequent reporting dates in accordance with HKAS 39, or
HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets, as appropriate, with the corresponding gain or loss
being recognised in profit or loss.

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the date
when the Group obtains control), and the resulting gain or
loss, if any, is recognised in profit or loss. Amounts arising
from interests in the acquiree prior to the acquisition date that
have previously been recognised in other comprehensive
income are reclassified to profit or loss where such treatment
would be appropriate if that interest were disposed of.

Changes in the value of the previously held equity interest
recognised in other comprehensive income and accumulated
in equity before the acquisition date are reclassified to profit
or loss when the Group obtains control over the acquiree.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement
period (see above), or additional assets or liabilities are
recognised, to reflect new information obtained about facts
and circumstances that existed as of the acquisition date
that, if known, would have affected the amounts recognised
as of that date.
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76

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.3 Business combination (Continued)

Contingent consideration was recognised, if and only if, the
contingent consideration was probable and could be
measured reliably. Subsequent adjustments to contingent
consideration were recognised against the cost of the

acquisition.

Business combinations achieved in stages were accounted
for as separate steps. Goodwill was determined at each step.
Any additional acquisition did not affect the previously

recognised goodwill.

3.4 Goodwill

Goodwill arising on acquisition of a business represents the
excess of the cost of acquisition over the Group’s interest in
the fair value of the identifiable assets, liabilities and
contingent liabilities of the relevant business at the date of
acquisition. Such goodwill is carried at cost at the date of
acquisition of the business less accumulated impairment

losses, if any.

Capitalised goodwill arising on an acquisition of a business is
presented separately in the consolidated statement of

financial position.

For the purpose of impairment testing, goodwill is allocated
to each of the Group’s cash-generating units (or group of
cash-generating units) that is expected to benefit from the

synergies of the combination.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EASTHBEREEGE)

POLICIES (Continued)

3.4 Goodwill (Continued) 34 BE(E)
A cash-generating unit to which goodwill has been allocated BEESENECREELBUEF
is tested for impairment annually, or more frequently when RENEBEREMN AR BERE
there is an indication that the unit may be impaired. If the SERETRERS - EIRSEASEN
recoverable amount of the cash-generating unit is less than ZA N E S EEAEERE - BIFE
its carrying amount, the impairment loss is allocated first to EBEEELSE  LEIBD B EIRZE
reduce the carrying amount of any goodwill allocated to the 2 EREEZEREE  AEERE
unit and then to other assets of the unit pro rata based in the BNASHEEE 2 REERLASE
carrying amount of each asset in the unit. Any impairment FEANEMEE - B2 ERE
loss for goodwill is recognised directly in profit or loss. An BIEEENERER - iEEER
impairment loss recognised for goodwill is not reversed in REEERTEBEANTED -

subsequent periods.

On disposal of the relevant cash-generating unit, the R EHEERCEESBMNR - E51E
attributable amount of goodwill is included in the HEZRERS T ABLEESEE -

determination of the profit or loss on disposal.

3.5 Financial instruments 35 £®TITHA
Financial assets and financial liabilities are recognised when a E—HEBARR I ITASHE
group entity becomes a party to the contractual provision of BRI BEERYEARE -

the instruments.

Financial assets and financial liabilities are initially measured B EERVSABEYLSE AT ERT
at fair value. Transaction costs that are directly attributable to 2 WRSETUBEEMRKAE
the acquisition or issue of financial assets and financial (BAFEFABREZUHBEE &
liabilities (other than financial assets and financial liabilities at BRBBRIN BEEESL 2SR AT]
fair value through profit or loss) are added to or deducted R FHEREINMAMBEESTEE
from the fair value of the financial assets or financial liabilities, BZAYE  INTBEESXTIEE
as appropriate, on initial recognition. Transaction costs B2 AFEMNR(WER) - WEERA
directly attributable to the acquisition of financial assets or FEFABSZVBEEXMBAE
financial liabilities at fair value through profit or loss are BEREEA RGN AR RIERTE
recognised immediately in profit or loss. B o
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78

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a)

Financial assets

The Group classifies its financial assets into the
following categories: Financial assets at fair value
through profit or loss, held-to-maturity investments,
available-for-sale financial assets and loans and
receivables. The classification depends on the nature
and purpose of the financial assets and is determined
at the time of initial recognition. All regular way
purchase or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way
purchases or sales are purchase or sales of financial
assets that require delivery of assets within the time
frame established by regulation or convention in the
marketplace.

(i)  Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
and of allocating interest income over the
relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash
receipts (including all fees on points paid or
received that form an integral part of the effective
interest rate, transaction costs and other
premiums or discounts) through the expected life
of the debt instrument, or (where appropriate) a
shorter period, to the net carrying amount on
initial recognition.

Interest income is recognised in profit or loss on
an effective interest basis other than those
financial assets classified as at fair value through
profit or loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a) Financial assets (Continued)

(ii)

Financial assets at fair value through profit
or loss

Financial assets at fair value through profit or
loss includes financial assets held for trading,
financial assets designated upon initial
recognition as at fair value through profit or loss
and all derivatives other than hedging
instruments.

Financial assets are classified as held for trading
if:

— it has been acquired principally for the
purpose of selling it in the near term;

— on initial recognition it is part of a portfolio
of identified financial instruments that the
Group manages together and has a recent
actual pattern of short-term profit-taking;
or

— itis a derivative that is not designated and
effective as a hedging instrument.
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3.

80

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a)

Financial assets (Continued)

(ii)

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

A financial asset other than a financial asset held
for trading may be designated as at fair value
through profit or loss upon initial recognition if:

such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise;
or

the financial asset forms part of a group of
financial assets or financial liabilities or
both, which is managed and its
performance is evaluated on a fair value
basis, in accordance with the Group’s
documented risk management or
investment strategy, and information about
the grouping is provided internally on that
basis; or

it forms part of a contract containing one
or more embedded derivatives, and HKAS
39 Financial Instruments: Recognition and
Measurement permits the entire combined
contract to be designated as at fair value
through profit or loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a)

Financial assets (Continued)

(ii)

(i)

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

Financial assets at fair value through profit or
loss are measured at fair value, with any gains or
losses arising on remeasurement recognised
directly in profit or loss in the period in which
they arise. The net gain or loss recognised in
profit or loss incorporates any dividend or
interest earned on the financial assets and is
included in the other gain and losses line item.

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable
payments and fixed maturity that the Group’s
management has the positive intention and
ability to hold to maturity. Held-to-maturity
investments are subsequently measured at
amortised cost using the effective interest
method, less any impairment losses. Amortised
cost is calculated taking into account any
discount or premium on acquisition and includes
fees that are an integral part of the effective
interest rate and transaction cost.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a)

Financial assets (Continued)

(iv)

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either designated as
available-for-sale or not classified as financial
assets at fair value through profit or loss, loans
and receivables or held-for-maturity investments.

Equity and debt securities held by the Group that
are classified as available-for-sale financial assets
and are traded in an active market are measured
at fair value at the end of each reporting period.
Changes in the carrying amount of available-for-
sale monetary financial assets relating to interest
income calculated using the effective interest
method and dividends on available-for-sale
equity investments are recognised in profit or
loss. Other changes in the carrying amount of
available-for-sale financial assets are recognised
in other comprehensive income and
accumulated under the heading of investments
revaluation reserve. When the investment is
disposed of or is determined to be impaired, the
cumulative gain or loss previously accumulated
in the investments revaluation reserve is
reclassified to profit or loss.

The fair value of available-for-sale monetary
financial assets denominated in a foreign
currency is determined in that foreign currency
and translated at the spot rate prevailing at the
end of the reporting period. The foreign
exchange gains and losses that are recognised
in profit or loss are determined based on the
amortised cost of the monetary asset. Other
foreign exchange gains and losses are
recognised in other comprehensive income.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a)

Financial assets (Continued)

(iv)

v)

Available-for-sale financial assets
(Continued)

For available-for-sale equity investments that do
not have a quoted market price in an active
market and whose fair value cannot be reliably
measured and derivatives that are linked to and
must be settled by delivery of such unquoted
equity instruments, they are measured at cost
less any identified impairment losses at the end
of the reporting period.

Dividends on available-for-sale equity
investments are recognised in profit or loss when
the Group’s right to receive the dividends is
established.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Loans and receivables are subsequently
measured at amortised cost using the effective
interest method, less any impairment losses.
Amortised cost is calculated taking into account
any discount or premium on acquisition and
includes fees that are an integral part of the
effective interest rate and transaction cost.

Interest income is recognised by applying the
effective interest rate, except for short-term
receivables where the recognition of interest
would be immaterial.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a) Financial assets (Continued)

(vi)

(vii)

Derecognition

The Group derecognises a financial asset only
when the contractual rights to the cash flows
from the asset expire, or when it transfers the
financial asset and substantially all the risks and
rewards of ownership of the asset to another
entity. If the Group neither transfers nor retains
substantially all the risks and rewards of
ownership and continues to control the
transferred asset, the Group recognises its
retained interest in the asset and an associated
liability for amounts it may have to pay. If the
Group retains substantially all the risks and
rewards of ownership of a transferred financial
asset, the Group continues to recognise the
financial asset and also recognises a
collateralised borrowing for the proceeds
received.

Impairment of financial assets

At each end of reporting period, financial assets
other than at fair value through profit or loss are
reviewed to determine whether there is any
objective evidence of impairment.

For available-for-sale equity investments, a
significant or prolonged decline in the fair value
of the security below its cost is considered to be
objective evidence of impairment.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a)

Financial assets (Continued)

(vii)

Impairment of financial assets

Objective evidence of impairment of individual
financial assets includes observable data that
comes to the attention of the Group about one
or more of the following loss events:

— significant financial difficulty of the issuer or
counterparty; or

—  breach of contract, such as a default or
delinquency in interest or principal
payments; or

— it becoming probable that the debtor will
enter bankruptcy or other financial re-
organisation; or

—  the disappearance of an active market for
that financial asset because of financial
difficulties.

For certain categories of financial assets, such
as trade receivables, assets are assessed for
impairment on a collective basis even if they
were assessed not to be impaired individually.
Objective evidence of impairment for a portfolio
of receivables could include the Group’s past
experience of collecting payments, an increase
in the number of delayed payments in the
portfolio past the average credit period, as well
as observable changes in national or local
economic conditions that correlate with default
on receivables.

For financial assets that are carried at amortised
cost, the amount of the impairment loss
recognised is the difference between the asset’s
carrying amount and the present value of
estimated future cash flows, discounted at the
financial asset’s original effective interest rate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a)

Financial assets (Continued)

(vii) Impairment of financial assets (Continued)

For financial assets carried at cost, the amount
of the impairment loss is measured as the
difference between the asset’s carrying amount
and the present value of the estimated future
cash flows discounted at the current market rate
of return for a similar financial asset. Such
impairment loss will not be reversed in
subsequent periods.

The carrying amount of the financial asset is
reduced by the impairment loss directly for all
financial assets with the exception of trade
receivables, where the carrying amount is
reduced through the use of an allowance
account. When a trade receivable is considered
uncollectible, it is written off against the
allowance account. Subsequent recoveries of
amounts previously written off are credited
against the allowance account. Changes in the
carrying amount of the allowance account are
recognised in profit or loss.

If there is objective evidence that an impairment
loss on loans and receivables or held-to-maturity
investments carried at amortised cost has been
incurred, the amount of the loss is measured as
the difference between the asset’s carrying
amount and the present value of estimated
future cash flows (excluding future credit losses
that have not been incurred) discounted at the
financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial
recognition). The amount of the loss is
recognised in profit or loss of the period in which
the impairment occurs.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(a)

(b)

Financial assets (Continued)

(vii) Impairment of financial assets (Continued)

If, in subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised, the
previously recognised impairment loss is
reversed to the extent that it does not result in a
carrying amount of the financial asset exceeding
what the amortised cost would have been had
the impairment not been recognised at the date
the impairment is reversed. The amount of the
reversal is recognised in profit or loss of the
period in which the reversal occurs.

Financial liabilities and equity instruments issued
by the Group

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the
definitions of a financial liabilities and an equity
instrument.

@i

Equity instruments

An equity instrument is any contract that
evidences a residual interest in the assets of an
entity after deducting all of its liabilities. Equity
instruments issued by the Group are recognised
at the proceeds received, net of direct issue
costs.

Repurchase of the Company’s own equity
instruments is recognised and deducted in
equity. No gain or loss is recognised in profit or
loss on the purchase, sale, issue or cancellation
of the Company’s own instruments.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(b) Financial liabilities and equity instruments issued
by the Group (Continued)

(ii)

Compound instruments

The component parts of compound instruments
issued by the Group are classified separately as
financial liabilities and equity in accordance with
the substance of the contractual arrangement.
At the date of issue, the fair value of the liability
component is estimated using the prevailing
market interest rate for a similar non-convertible
instrument. This amount is recorded as a liability
on an amortised cost basis using the effective
interest method until extinguished upon
conversion or at the instrument’s maturity date.
The equity component is determined by
deducting the amount of the liability component
from the fair value of the compound instrument
as a whole. This is recognised and included in
equity, net of income tax effects, and is not
subsequently re-measured.

In addition, the conversion option classified as
equity will remain in equity until the conversion
option is exercised, in which case, the balance
recognised in equity will be transferred to share
premium and share capital. When the conversion
option remains unexercised at the maturity date
of the convertible note, the balance recognised
in equity will be transferred to retained earnings.
No gain or loss is recognised in profit or loss
upon conversion or expiration of the conversion
option.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(b) Financial liabilities and equity instruments issued
by the Group (Continued)

(iii)

(iv)

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial
liability and of allocating interest expense over
the relevant period. The effective interest rate is
the rate that exactly discounts estimated future
cash receipts (including all fees on points paid or
received that form an integral part of the effective
interest rate, transaction costs and other
premiums or discounts) through the expected life
of the debt instrument, or (where appropriate) a
shorter period, to the net carrying amount on
initial recognition.

Interest expense is recognised in profit or loss on
an effective interest basis.

Financial liabilities

Financial liabilities are classified as either financial
liabilities at fair value through profit or loss or
other financial liabilities.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(b) Financial liabilities and equity instruments issued
by the Group (Continued)

(v)  Financial liabilities at fair value through
profit or loss (“Financial liabilities at
FVTPL”)

Financial liabilities are classified as at fair value
through profit or loss when the financial liability is
either held for trading or it is designated as at fair
value through profit or loss.

A financial liability is classified as held for trading
if:

— it has been acquired principally for the
purpose of repurchasing it in the near
term;

— on initial recognition it is part of a portfolio
of identified financial instruments that the
Group manages tighter and has a recent
actual pattern of short-term profit-taking;
or

— it is a derivative that is not designated and
effective as a hedging instrument.

Financial liabilities at fair value through profit or
loss are measured at fair value, with any gains or
losses arising on remeasurement recognised
directly in profit or loss in the period in which
they arise.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5 Financial instruments (Continued)

(b)

Financial liabilities and equity instruments issued

by the Group (Continued)

(vi)

(vii)

Other financial liabilities

Other financial liabilities, including borrowings,
are initially measured at fair value, net of
transaction costs.

Other financial liabilities are subsequently
measured at amortised cost using the effective
interest method, with interest expense
recognised on an effective yield basis.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the end of the reporting period.

Derecognition

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires. The difference
between the carrying amount of the financial
liability derecognised and the consideration paid
and payable is recognised in profit or loss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

3.6 Property, plant and equipment

EXREHBRUE (&)

36 YE BEERXE

92

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses. Cost
includes expenditure that is directly attributable to the
acquisition of the items.

The cost of an asset comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use. Expenditure
incurred after the property, plant and equipment have been
put into operation, such as repairs and maintenance, is
normally charged to the profit or less in the period in which it
is incurred. In situations where it can be clearly demonstrated
that the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use of
the property, plant and equipment, the expenditure is
capitalised as an additional cost of that asset.

Depreciation is provided to write off the cost of property,
plant and equipment, using the straight line method, over
their estimated useful lives. The principal annual rates are as
follows:

ME - BWE KRB TIARAR £ RE
FEREMREBEALR - KARKE
WHEEHEREREL 2 -

BEZRABRBEEREMNKEE
EREERR MEREERE gt
B2 BERFERAR © M - BB MR
BEEREE XL MBERE
g —RRELZHEAESNNE -
e B R BB EBERZY
¥ BEMRBERBEMSESZA
BEENDBMIEN - RIBABEX L
BAEBR ERZBEEZBINK
K o

RERNEEEME - B RS
2 f 1 65 PR 4F SR L A AN 142
B EEREFRMT

Mining structure and building, 20 years RIRAEE R - 204
plant and machinery R M 2

Leasehold improvement 3to 5 years HEMHEEE 3E54

Furniture, fixtures and equipment 5 years RFh - KB KRB 54

Motor vehicles 3to 5 years RE 3ES55F

The gain or loss arising from disposal of an asset is
determined as the difference between the sale proceeds and
the carrying amount of the asset and is recognised in the
profit or loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7

3.8

3.9

Leasehold interests in land

Leasehold interests in land are classified as operating leases
and presented as “prepaid lease payments”
consolidated statement of financial position when all the risks
and rewards incidental to ownership are not substantially
transferred to the Group. Leasehold interests in land are
amortised in the profit or loss on a straight-line basis over the
period of the lease or when there is impairment, the
impairment is recognised in the profit or loss.

in the

Trade and other receivables

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment. A
provision for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision is
the difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at
the effective interest rate. The amount of the provision is
recognised in the consolidated profit or loss and other
comprehensive income.

Mining rights

Mining rights acquired separately are initially measured at
cost. Mining rights are reclassified from exploration and
evaluation assets at the carrying amount when the technical
feasibility and commercial viability of extracting mineral
resources are demonstrable. Mining rights with finite useful
lives are carried at costs less accumulated amortisation and
any identified impairment loss. Amortisation for mining rights
with finite useful lives is provided using the unit of production
method based on the actual production volume over the
estimated total proved and probable reserves of the mineral
mines.
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3.

94

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.10Current assets and current liabilities

Current assets are expected to be realised within twelve
months of the end of reporting period or in the normal course
of the Group’s operating cycle. Current liabilities are expected
to be settled within twelve months of the end of reporting
period or in the normal course of the Group’s operating
cycle.

3.11Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average cost
method.

3.12Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits
held at call with banks, other short-term highly liquid
investments with original maturities of three months or less,
and bank overdrafts. Bank overdrafts are shown within
borrowings in current liabilities on the consolidated statement
of financial position.

3.13Impairment of other assets

Internal and external sources of information are reviewed at
the end of each reporting period to identify indications that
the following assets may be impaired or except in the case of
goodwill, an impairment loss previously recognised no longer
exists or may have been decreased:
—  Property, plant and equipment

—  Prepaid lease payments

—  Mining rights
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EXSHHEBE(E)
POLICIES (Continued)
3.13Impairment of other assets (Continued) 3.13 HitvEERE (&)

If any such indication exists, the asset’s recoverable amount WHREMBETR - QAT EEZ
is estimated. In addition, for intangible assets that are not yet AU EE o AN B AEFERZ
available for use and intangible assets that have indefinite B EENEEERGERFHEE
useful lives, the recoverable amount is estimated annually BEMmMS @ TwA S HIRERREDR
whether or not there is any indication of impairment. R HWEeESFIEERG

5o

Calculation of recoverable amount

The recoverable amount of an asset is the higher of its
fair value less costs to sell and its value in use. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to the
asset. Where an asset does not generate cash inflows
largely independent of those from other assets, the
recoverable amount is determined for the smallest
group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

Recognition of impairment loss

An impairment loss is recognised in profit or loss
whenever the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its
recoverable amount. Impairment losses recognised in
respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated
to the cash-generating unit (or group of units) and then,
to reduce the carrying amount of the other assets in
the unit (or group of units) on a pro-rata basis, except
that the carrying amount of an asset will not be
reduced below its individual fair value less costs to sell,
or value in use, if determinable.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.13Impairment of other assets (Continued)

Reversals of impairment losses

In respect of assets other than goodwill, an impairment
loss is reversed if there has been a favorable change in
the estimates used to determine the recoverable
amount. An impairment loss in respect of goodwill is
not reversible. A reversal of an impairment loss is
limited to the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in which
the reversals are recognised.

3.14 Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

Sales of molybdenum concentrate, sulfuric acid
and mineral resources

Sales of molybdenum concentrate, sulfuric acid and
mineral resources are measured at the fair value of the
consideration received or receivable and represents
amounts of goods sold in the normal course of
business, net of sales related tax. Sales of goods are
recognised when goods are delivered and title has
passed.

Rental income from operating lease

Rental income receivable under operating leases is
recognised in equal instalments over the accounting
periods covered by the lease term. Lease incentives
granted are recognised as an integral part of the
aggregate lease payments receivable. Contingent
rentals are recognised as income in the accounting
period in which they are earned.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.14 Revenue recognition (Continued)

Interest income and property management
income

Interest income from bank deposits and loans
receivable are accrued on a time-apportioned basis by
reference to the principal outstanding and the rate
applicable. Property management income is
recognised when the services are rendered.

3.15Foreign currencies

U]

(i)

Functional and presentation currency

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

Transaction and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of such
transactions and from the translation at year-end
exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in
the consolidated profit or loss and other
comprehensive income, except when deferred in equity
as qualifying cash flow hedges or qualifying net
investment hedges.

Translation differences on non-monetary items, such
as equity instruments held at fair value through profit or
loss, are reported as part of the fair value gain or loss.
Translation difference on non-monetary items, such as
equities classified as available-for-sale financial assets,
are included in the fair value reserve in equity.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.15Foreign currencies (Continued)

(iii)

Group companies

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

(1)  assets and liabilities for each financial position
presented are translated at the closing rate at
the date of that balance sheet;

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

(8)  all resulting exchange differences are recognised
as a separate component of equity.

On consolidation, exchange differences arising from
the translation of the net investment in foreign entities,
and of borrowings and other currency instruments
designated as hedges of such investments, are taken
to shareholders’ equity. When a foreign operation is
sold, such exchange differences are recognised in the
consolidated income statement as part of the gain or
loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EARSHBEBE(E)
POLICIES (Continued)
3.16Lease 3.16 &

Leases are classes are classified as finance leases whenever
the terms of the lease transfer substantially all the risk and
rewards of ownership to the lessee. All other leases are
classified as operating leases.

The Group as lessee

Rentals payable under operating leases are charged to the
profit or loss on a straight-line basis over the term of the
relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognised as a
reduction of rental expense over the lease term on a straight-
line basis.

3.17 Stripping costs

Stripping costs incurred during the production phase are
generally considered to create two benefits, being either the
production of inventory or improved access to the ore to be
mined in the future. Where the benefits are realised in the
form of inventory produced in the period, the production
stripping costs are accounted for as part of the cost of
producing those inventories.

Where the benefits are realised in the form of improved
access to ore to be mined in the future, the costs are
recognised as a stripping activity asset and is accounted for
as an addition to, or an enhancement of, the ‘Mining
Infrastructure’ in the statement of financial position if the
following criteria are met:

(@ itis probable that the future economic benefit (improved
access to the ore body) associated with the stripping
activity will flow to the entity;

(b)  the entity can identify the component of the ore body
for which access has been improved; and

(c) the costs relating to the stripping activity associated
with that component can be measured reliably.

Other production stripping costs are charged to the profit or
loss as operating costs as they are incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.17 Stripping costs (Continued)

The stripping activity asset is initially measured at cost, which
is the accumulation of costs directly incurred to perform the
stripping activity that improves access to the identified
component of ore, plus an allocation of directly attributable

overhead costs.

If the costs of the inventory produced and the stripping
activity asset are not separately identifiable, a relevant
production measure is used to allocate the production
stripping costs between the inventory produced and the
stripping activity asset. This production measure is calculated
for the identified component of the ore body and is used as a
benchmark to identify the extent to which the additional
activity of creating a future benefit has taken place. The
Group uses the expected volume of waste extracted
compared with the actual volume for a given volume of ore

production of each component.

The stripping activity asset is subsequently depreciated using
the unit of production basis over the life of the identified
component of the ore body that became more accessible as
a result of the stripping activity. The stripping activity asset is
then carried at cost less depreciation and any impairment

losses.

3.18 Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are added to the cost
of those assets, until such time as the assets are substantially
ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted

from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in

the period in which they are incurred.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.19 Employee benefits

(i) Salaries, annual bonuses, paid annual leave, leave
passage and the cost to the Group of non-monetary
benefits are accrued in the year in which the
associated services are rendered by employees of the
Group. Where payment or settlement is deferred and
the effect would be material, these amounts are stated
at their present values.

(i)  Contributions to Mandatory Provident Funds as
required under the Hong Kong Mandatory Provident
Fund Schemes Ordinance and to the state-managed
retirement benefits schemes for the employees of the
Group’s overseas entities are recognised as an
expense in the consolidated statement of profit or loss
and other comprehensive income as incurred.

(i)  Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a result
of voluntary redundancy by having a detailed formal
plan which is without realistic possibility of withdrawal.

(iv)  The Group issues equity-settled share-based payments
to certain directors and employees. Equity-settled
share-based payments are measured at fair value
(excluding the effect of non-market-based vesting
condition) of the equity instruments at the date of
grant. The fair value determined at the grant date of the
equity-settled share-based payments is expensed on a
straight-line basis over the vesting period, based on
the Group’s estimate of shares that will eventually vest.

3.20 Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit is the profit for the year, determined in
accordance with the rules established by the taxation
authorities, upon which income taxes are payable.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EXSHHEBE(E)
POLICIES (Continued)
3.20 Taxation (Continued) 3.20 Bi1E (&)

102

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised
to the extent that it is probable that taxable profits will be
available which deductible temporary difference can be
utilised. Such assets and liabilities are not recognised if the
temporary difference arises from goodwill (or gain on bargain
purchase) or from the initial recognition (other than a business
combination) of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

EERBERV SRR EERAE
BR B B2 5T & B ER s I AT FR AR E TR
Az ZEEHEMSATKRE 2
B REEBRXRBEEANK R
HIESRE R —VERNERERE
FUARER - MELEHEE E I RER
ot 55 ) 48 AT F VR R0 B B 22 B A T LA

Re MUREEHREE(KEEK
B R F ER— B ER
BafgrafTByEr 57
HEERBB(EBKEHBRIN M
EX BHEERBETS TR

=7
o °

Deferred tax liabilities are recognised for taxable temporary BIEREBERNRMB AT REE N
differences arising on investment in subsidiaries and ﬂZ?ﬁﬁFﬁEif%ﬁ% B =28 T A

associates, except where the Company is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at
each end of reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected

R MEMAR A ARG SR ERE 2
RO & B 2 R A TR R AS SR &
ERUES

EREHRIAEE ZREER S RS R
FBEBRE - WRERBOREN TR IA
REREMBLI D EEZBER TR

Ao

EREHRBRBFERBENRREE

to apply in the year when the liability is settled or the asset ZENBERAZHMERAE o EEFBERN
realised. Deferred tax is charged or credited in profit or loss, Bt A HIEERIEEE

except when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with in
equity.

3.21 Provisions

A provision is recognised when the Group has a present legal
or constructive obligation as a result of a past event and it is
probable that an outflow of resources will be required to
settle the obligation, and a reliable estimate can be made of
the amount of the obligation. Where the effect of the time
value of money is material, the amount of a provision is the
present value at the end of reporting period of the
expenditures expected to be required to settle the obligation.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.22Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events that
is not recognised because it is not probable that outflow of
economic resources will be required or the amount of
obligation cannot be measured reliably. A contingent liability
is not recognised but is disclosed in the notes to the financial
statements. When a change in the probability of an outflow
occurs so that outflow is probable, they will then be
recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. A
contingent asset is not recognised but is disclosed in the
notes to the financial statements when an inflow of economic
benefits is probable. When inflow is virtually certain, an asset
is recognised.

3.23 Related parties

For the purposes of these consolidated financial statements,
related parties include a person and an entity as defined
below:

0} A person or a close member of that person’s family is
related to the Group if that person:

(@  has control or joint control over the Group;

(b)  has significant influence over the Group;

(c) is a member of the key management personnel
of the Company or of a parent of the Company.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.23 Related parties (Continued)

(i)

An entity is related to the Group (reporting entity) if any
of the following conditions applies:

(@)

the entity and the Company are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others);

either entity is an associate or joint venture of the
other entity (or of a member of a group of which
the other entity is a member);

both entities are joint ventures of a third entity;

either entity is a joint venture of a third entity and
the other entity is an associate of the third entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Company
or an entity related to the Company. If the
reporting entity is itself such a plan, the
sponsoring employers are also related to the
plan;

the entity is controlled or jointly controlled by a
person identified in (i);

a person identified in (i)(a) has significant voting
power in the entity;

the entity, or any member of a group of which it
is a part, provides key management personal
services to the Group or to the parent of the
Group.
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the
circumstances.

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

4.1 Useful life of property, plant and

equipment

The Group estimates the useful lives of property, plant and
equipment in order to determine the amount of depreciation
expenses to be recorded. The useful lives are estimated at
the time the asset is acquired based on historical experience,
the expected usage, wear and tear of the assets, as well as
technical obsolescence arising from changes in the market
demands or service output of the assets. The Group also
performs annual reviews on whether the assumptions made
on useful lives continue to be valid.

4.2 Amortisation and impairment of mining
rights

Mining rights are amortised using the unit of production
method based on the actual production volume over the
estimated total proved and probable reserve of the
molybdenum mines.

The process of estimating quantities of reserves is inherently
uncertain and complex. It requires significant judgment and
decision based on available geological, geophysical
engineering and economic data. These estimates may
change substantially as additional data from ongoing
development activities and production performance becomes
available and as economic conditions impacting mineral
prices and costs change. Reserve estimates are based on
current production forecasts, prices and economic
conditions. The directors exercise their judgments in
estimating the total proved and probable reserves of the
molybdenum mines. If the quantities of reserves are different
from current estimates, it will result in significant changes to
amortisation of mining rights and affect the recoverable
amount of exploration and evaluation, from which a material
loss may arise.

4,
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

4.2

4.3

4.4

Amortisation and impairment of mining
rights (Continued)

The carrying amounts of mining rights are reviewed for
impairment assessment when events or changes in
circumstances indicate that the carrying amounts may not be
recoverable in accordance with the accounting policy as
disclosed in the relevant part of this section. The recoverable
amounts of mining rights, or where appropriate, the cash-
generating-units to which they belong, are calculated as the
higher of its fair values less costs to sell and value in use.
Estimating the value in use requires the Group to estimate
the expected future cash flows from the cash-generating-
units and to choose a suitable discount rate in order to
calculate the present value of those cash flows.

Impairment of loans and receivables

The aged debt profile of trade debtors is reviewed on a
regular basis to ensure that the trade debtor balances are
collectible and follow up actions are promptly carried out if
the agreed credit periods have been exceeded. However,
from time to time, the Group may experience delays in
collection. Where recoverability of trade debtor balances are
called into doubts, specific provisions for bad and doubtful
debts are made based on credit status of the customers, the
aged analysis of the trade receivable balances and write-off
history. Certain receivables may be initially identified as
collectible, yet subsequently become uncollectible and result
in a subsequent write-off of the related receivable to the
consolidated statement of profit or loss and other
comprehensive income. Changes in the collectability of trade
receivables for which provisions are not made could affect
our results of operations.

Net realisable values of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated costs
of completion and selling expenses. These estimates are
based on the current market condition and the historical
experience of selling products of similar nature. It could
change significantly as a result of competitor actions in
response to severe industry cycles. Management will
reassess the estimations at the end of the reporting period.
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CRITICAL ACCOUNTING ESTIMATES AND 4. FESTHHEFRHE (&)
JUDGEMENTS (Continued)
4.5 Income taxes and deferred taxation 45 FIBBIRIELEBIER
The Group is subject to income taxes in different jurisdictions. AEBEBASI MR EERZFTE
Significant judgement is required in determining the provision T REEHEHEBEFESHEREEE
for income tax. There are many transactions and calculations HEARHE - REEEKBREF A
for which the ultimate tax determination is uncertain during e IR ZIE S R AR E R IRT
the ordinary course of business. Where the final tax outcome B RS RETE - (M5 FH 7 &K
of these matters is different from the amounts that were Mt RARVEETR  BE=E
initially recorded, such differences will impact the income tax BE SRR R TE B 2 FTS T MR
and deferred tax provisions in the period in which such EFL BB
determination is made.
Deferred tax assets relating to certain temporary differences EEIEEBRAV S TR EENGE
and tax losses are recognised when management considers BB AR S R 2R FE SR B AR - B
to be probable that future taxable profit will be available SEREZE TR ESEN T SEER
against which the temporary differences or tax losses can be ZREERIBERE - ERERZE
utilised. The outcome of their actual utilisation may be k@ ERE -
different.
REVENUE AND OTHER INCOME 5 WHEHEMUA
An analysis of the Group’s revenue and other income is as follows: NEBUZE AR AT DT
2016 2015
—E—XRE —T—hEF
HK$°000 HK$'000
FET FAT
(a) Revenue: (@) Wz=:
Sales of molybdenum concentrate tHERIEH 248,311 238,225
Property management fee income MESEEIRA 7,693 7,744
256,004 245,969
(b) Other income: (b) HfbuA :
Bank interest income HITHEMA 7,840 18
Imputed interest on promissory notes AREBREEZHER S 54,372 69,745
Loan interest income B BUA 5,085 15,360
Sundry income HMETEUT A - 316
67,297 85,439

2016 F ¥ L HWERBERAF 107

Y



A MR AR MR

For the year ended 31 December 2016 B2 = F—NF+=H=1—HIFFE

6.

108

Notes to Consolidated Financial Statements

OTHER GAINS AND LOSSES 6. HitlzmRESE
2016 2015
—E—XE —T-nF
HK$’000 HK$’000
FER FET
Amortisation of prepaid lease payments AN ERIE (5,595) (5,953)
Amortisation of mining rights TR B (38,101) (130,852)
Impairment loss on mining rights HIgE R EEE = (465,033)
Impairment loss on other receivables HAth FEUGR 2 R B 5 18 (10,078) (19,661)
Impairment loss on property, Y BB MEREREREE
plant and equipment - (253,772)
Written down of inventories FEMUR = (8,416)
Loss on disposal of property, HEYE  BEMEREER
plant and equipment (55) =
Gain on disposal of contingent assets BENAREE 7 W - 60,755
(53,829) (822,932)
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7.

SEGMENT INFORMATION

Operating segments has been identified on the basis of internal
reports about components of the Group that are regularly reviewed
by the chief operating decision maker for the purpose of allocating
resources to segments and to assessing their performance.

For management purposes, the Group is organised into business
units based on their products and services and has three reportable
operating segments as follows:

(@  Mining operation: — Exploration of mineral mines

— Exploitation of molybdenum mines
— Trading of mineral resources

(b)  Property leasing
operation:

The leasing of commercial premises

(c)  Property management Provision of management service to

operation: commercial premises

The management monitors the operating results of its business
units separately for the purpose of making decision about resource
allocation and performance assessment. Segment performance is
evaluated based on operating profits or loss and is measured
consistently with operating profit or loss in the consolidated financial
statements. Information regarding the above segment is reported
below.

Notes to Consolidated Financial Statements
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7. SEGMENT INFORMATION (Continued)
7.1 Operating segment information

110

7. oHER(E)
71 RBEEER

Segment revenue and results BB R S
For the year ended 31 December 2016 BE-—S—AE+-A=+—HILE
E
Mining operation
RREY
Trading of
Property Property Mining mineral
leasing’ management  exploitation® resources Total
VETILG NEEE  BERK EEREER @3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TR THR TER
Revenue b
Segment revenue RN - 7,693 235,591 12,720 256,004
Results' E7-4
Segment results gL o o (42,204) (292) (42,595)
Unallocated corporate FABARMA
income 67,297
Unallocated corporate FABARML
expenses (385,004)
Loss before income tax REEHAESR (360,392)
Income tax ik (4
Loss for the year REERE (360,396)
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SEGMENT INFORMATION (Continued) 7. 2EERGE)
7.1 Operating segment information (Continued) 7.1 BEHEEPR(E)
Segment revenue and results (Continued) DT ()
For the year ended 31 December 2015 HEe—T—F&E+—A=+—AIF
g
Mining operation
Trading of
Property Property Mining mineral
leasing  management exploitation resources Total
NERE NFEE BERR  EEREAR Ehy
HK$'000 HK$'000 HK$'000 HKS'000 HK§'000
Thn iR ThR AR TR
Revenue W&
Segment revenue 2ENE = 7,744 238225 - 245,969
Results' &
Segment results PE%E - 66 (784,629) = (784,569)
Unallocated corporate RARATWA
income 85,439
Unallocated corporate E L NGER
expenses (10822)
Loss before income tax REERAEE (709,946)
Income tax FiEH (16)
Loss for the year rEEER (709,962)

L Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and the expenses incurred by those segments or
which otherwise arise from the depreciation or amortisation of
assets attributable to those segments. Segment result
represents the profit earned by each segment without
allocation of corporate income and expenses, central
administrative expenses, directors’ salaries and finance costs.
This is the measure reported to the chief operating decision
maker for the purpose of resource allocation and performance
assessment.

Z For the years ended 31 December 2016 and 2015, there were
no segment result for property leasing operation.

Ck For the year ended 31 December 2016, segment results for
mining exploitation included amortisation of mining rights of
approximately HK$38,101,000 (2015: approximately
HK$130,852,000), and reversal of deferred tax liabilities of
approximately HK$9,525,000 (2015: approximately
HK$125,706,000) and operating expenses which are directly
related to the reportable segment.

WARRZ2EAMRESHEEE L
HERMNMAX  RBEESBERIGE
ENESBHEELE DS
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BE_T—R"EERZZT—RHF+=
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FE BREAREBZIBEESR
5 R T #E % §5 49.38,101,0007% TT
(ZZF— A% : 4130,852,0007%
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7. SEGMENT INFORMATION (Continued) 7. DEER(E)
7.1 Operating segment information (Continued) 71 REsB|ER(E)
Segment assets and liabilities THEERER

Mining operation
REsEH

Trading of

Property Property Mining mineral
leasing management  exploitation  resources Others Total
NEEE  MEEE BEMR EEEESR At Eh
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TR TER TER

As at 31 December 2016 RZB-x%
t=A=t-8
Segment assets PEEE - 1,440 1,559,742 389,271 2,728,003 4,678,456
Segment liabilities PEEE - 991 625,748 18,112 612375 1,252,226
As at 31 December 2015 RZ2-1%
tZA=t-H
Segment assets PREE - 460 1,288,140 - 317378 4462382
Segment liabilties PEER 2 799 781,149 - 5204 787,152
For the purposes of monitoring segment performances and TESIT S MARIE R D E RSB
allocating resources between segments: =
— all assets are allocated to reportable segments other — MMEBREHASRERESHSE
than goodwill, intangible assets and assets used jointly (HE  BREERIRESE
reportable segments which are classified as “Others” in HEFERAEESEE [Hib |
segment assets. SEEERIBIN) o
— all liabilities are allocated to reportable segments other — MFMEBEAEEHASRERSSE
than liabilities for which reportable segments are jointly (AIREDFEERAE B FE
liable and classified as “Others” in segment liabilities. SHEE[Hm | EEEIKB

e
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7. SEGMENT INFORMATION (Continued) 7. SEER(E)
7.1 Operating segment information (Continued) 71 REsB|ER(E)
Other segment information Hibp@EER

Mining operation
REEH

Trading of

Property Property Mining mineral
leasing management  exploitation  resources Others Total
NERE  MEEE BEMR EEEESR At Eh
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TR TER TER TR TER TER

As at 31 December 2016 RoB-XE
t=A=t-A

Depreciation and amortisation FEREH - 4 57,083 4 5,481 62,572
Impairment loss recognised ERCEINERE

during the year - - 726 - 9,352 10,078
Capital expenditures EREx - 4 3,082 4 = 4010
As at 31 December 2015 RIE-1f

+-Az+-A

Depreciation and amortisation EREH - 8 150,077 - 5,8% 155,918
Impairment loss recognised EMERDAESE

during the year - = 727,044 = 11,422 738,466
Capital expenditures BERRX - - 35,854 - 4 35,854

7.2 Geographical information 72 HEEHR

The following table sets out information about the TREVEBE()AEBRBINAERR
geographical location of (i) the Group’s revenue from external 2 RV AEBZ RE MIERD
customers and (i) the Group’s current and non-current BEMEMREZER - REFIEE
assets. The geographical location of customers is based on ZATIRERS SR EE Y 2 B &
the location at which the services were provided or the goods Do NEEEMEEIREEERA
were delivered. The geographical location of the segment EHBEE S - MR B ¥R AT E
assets is based on the physical location of the asset, in the HEE S o

case of mining rights, the location of the operation to which
they are allocated.
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7. SEGMENT INFORMATION (Continued)

7.2

7.3

114

Geographical information (Continued)

The Group’s operations are located in the following
geographical areas. The following table provides an analysis
of the Group’s revenue from external customers and assets
by geographical location:

7.

Notes to Consolidated Financial Statements

2EEFR (F)

7.2

HEER (&)

REE 7 EBURUTHE - TRE
FIAEE B IRM % 8 2 SN E P Yk
NEEDST

Segment revenue from

external customers Segment assets
RENAEF 2z ERE PHEE
2016 2015 2016 2015
—E-RE —T-1F —E-RF —T-RF
HK$’000 HK$'000 HK$'000 HK$'000
TERT FERL TER TET
Overseas HEIN 2,997 = - =
Hong Kong /s = = 928,326 1,368,503
The PRC h 253,007 245,969 3,750,130 3,098,879
256,004 245,969 4,678,456 4,462,382
Information about major customers 7.3 EREXEREFZESR

The following is an analysis of revenue from customers
contributing over 10% of total revenue.

UKTREERRAYKE10% A L1
BEPOEA

2016 2015
ZE-RF —E—AF
HK$’000 HK$'000
FHERT FET
Customer A ZEA N/A! 52,198
TEA
Customer B ZF5B 76,054 35,668
Customer C ZFC N/A' 29,832
TERA
Customer D 25D 25,065 N/A
TERA
Note: BoaE
1. The corresponding revenue did not contribute over 10% to the 13 MW RE AR R AHERET

total sales of the Company.

Excepts for the customers stated above, there is no other
single customer contributing over 10% of total revenue.

North Mining Shares Company Limited Annual Report2016

A 10% Ak o

B EXFTi RPN - WA fh B —
XPEHBWMEER10% U L -




A MR MR

Notes to Consolidated Financial Statements

For the year ended 31 December 2016 B2 —F—NF+=H=1—HIFFE

8. FINANCE COSTS 8. ®MEMAE

2016 2015
—E-RE —E—RF
HK$’000 HK$’000
FET FET

Interest on bank loans and other borrowings ~ BARFRABRHEEZFITER R
wholly repayable within five years HtEEZFE 39,189 16,949
Imputed interest on convertible bonds AR EHFHER S 535 -
39,724 16,949

9. LOSS BEFORE INCOME TAX

Loss before income tax is arrived at after charging:

9. FRFTEHRAIEE

BRATIS T AT B IR MR A T IR B IREE -

2016 2015
—E—XE —E—RF
HK$’000 HK$’000
FHET FHET
Auditors’ remuneration % EE B & 900 900
Cost of inventories expensed FERATH 213,608 219,556
Depreciation of property, plant and equipment  ¥1% - B LR EITE 18,876 19,113
Staff costs (including directors’ remuneration) B T (BIEEEEE)
— Wages and salaries —ITEEFS 14,573 16,213
— Retirement benefits contributions — RIKEFIER 750 889
Striping costs’ EEE AN 175,336 -
Operating lease payments in respect of MANEYE L EHERIR?
offices premises? 6,382 2,200
Notes: HIsE -
1 Amounts included in other operating expenses. 1 HG e P RIENSE -
2 Amounts included in administrative expenses. 2 TR HPRENSE -
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10. DIRECTORS’ REMUNERATION 10. EEM <
Remuneration of the directors disclosed pursuant to the Listing R _E A8 B K &8 A Al 5 55 383(1) 15
Rules and Section 383(1) of the Hong Kong Companies Ordinance, WEZEEMaT -
is as follows:
2016 2015
—E-XF —T—AF
HK$’000 HK$’000
FERT FHT
Fees: we
Executive directors WITES = -
Independent non-executive directors B IEITEF 300 342
300 342
Other emoluments: Hip s :
Executive directors: WITES
Salaries, allowances and benefits in kind e EEREDN = 1,075 1,463
Contributions to pension schemes RIRE I 16 33
Independent non-executive directors: BYUERITES -
Salaries, allowances and benefits in kind e RBEREYH S = =
1,091 1,496
1,391 1,838
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10. DIRECTORS’ REMUNERATION (Continued) 10. E=M< (&)
For the years ended 31 December 2016 and 2015, no emolument HE-_Z—-—RNEEN_ZE—THE+=-A
was paid by the Group to the directors of the Company as an =+ —ALFE AEETERARFE
inducement to join or upon joining the Group or as compensation EYMEMMESEARENBAER ST
for loss of office. None of the Director has waived any emolument MAES Nz ZBREASBEE X
during the year (2015: Nil). BMEESEHEAMMNE(ZZ—RF - &) -
Retirement
Salaries and benefit scheme
Fees other benefits contributions Total
He FeRAMER RIRERIGHEIMER fit
2016 2015 2016 2015 2016 2015 2016 2015
ZB-RE ZZ-0EF ZB-XE ZT-NEF ZB-RE “T-1F ZE-R§ —Z-1F
HK$000  HK$'000  HK$000  HK$000  HK$000  HKS'000  HK$000  HK$000
TR T THR TAL THR TAL TR TAL
Executive directors HTES
Gao Yuan Xing' SR - - 5 655 - 19 5 674
Qian Yi Dong HF—1R - - 350 328 16 14 366 342
Zhang Jia Kun RFH - = - = - = - =
Yang Ying Min? BAR? - - 480 240 - - 480 240
Li Li Juan? ZEIR - = 240 240 - = 240 240
Chen Jian Bao® B2Es - - - - - - - -
- = 1,075 1,463 16 33 1,091 1,496
Independent non- BUFHTES
executive directors
Mu Xiangming* B - 100 - - - - - 100
Cheng Chak Ho HER 100 100 - - - - 100 100
Lo Wa Kei Roy* B - 142 - = = 5 o 149
Wiliam Fong? iy § 100 - - - - - 100 -
Leung Kar Fai® REiBo 100 - - - - - 100 -
300 342 - - - - 300 342
L Gao Yuan Xing resigned as executive director on 4 January 2016. 1 SREN T —NE— A AR EHRITE
2 Yang Ying Min and Li Li Juan were appointed as executive directors 2 f}—;ﬁﬁ EEEBEA—_ZE—NENA=-+TFH
on 25 August 2014. HEZANTES -
g Chen Jian Bao was appointed as executive director on 28 April 2015 E REEBN_Z—AFHA-+N\BEZE

and resigned on 31 August 2015.

& Mu Xiangming and Lo Wa Kei Roy resigned as independent non-
executive directors on 24 November 2015.

2 William Fong was appointed as independent non-executive director
on 15 October 2015.

@ Leung Kar Fai was appointed as independent non-executive director

on 24 November 2015.

BITEE BER-_E—RENA=+—8H
BHE o

€ BRABPLEEERA_T—RAF+— A
CH BB I ERITES -

e HERR-_Z—RF+ATHEEZESE
SIEITES ©

€ PR —T—AF+—A=-+HAEZ
EBILIEITES -
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10.

11.

118

DIRECTORS’ REMUNERATION (Continued)

For the years ended 31 December 2016 and 2015, remunerations
of all directors of the Company fall within HK$Nil to HK$1,000,000.

There were no arrangements under which a director waived or
agreed to waive any remuneration during the year (2015: Nil).

Salaries, allowance and benefits in kind paid to or for the executive
directors are generally emoluments paid or receivable in respect of
those persons’ other services in connection with the management
of the affairs of the Company and its subsidiaries.

EMPLOYEES’ EMOLUMENTS

The five highest paid employees during the year included two
(2015: two) directors, details for whose remuneration are set out in
Note 10 above. Details of the remuneration of the remaining three
(2015: three) highest paid, non-director employees are as follows:

10.

11.

Notes to Consolidated Financial Statements

EEMe (E)
HE-_ZTZ—R"FrR-Z2—H2F+=A
=+—HALFE ARRE2EBEZTZHMe
N FZEITE 1,000,000 7T 2 EEA ©

FARBEMNESFLREXRBHEH
SR (ZT—HFE)-

AEASRTEEXNNTE  REREY
B —RARZEALTEARRE NENE
NAMEHEEA B EMRE -
LG

B S %
FREABBHHFMETREMSE (-5
FRB)EE  REZHEFBERREX
ME10- BF=R(ZF—HF: =£) %
EFREFMETZMEHBNT -

2016 2015

gAY —T—AfF

HK$’000 HK$’000

FHET FiET

Salaries and other benefits e REAER 1,339 1,854
Mandatory provident fund contribution mAEIMEATES R 48 51
1,387 1,905

For the years ended 31 December 2016 and 2015, remunerations
of highest paid, non-director employees fall within HK$Nil to
HK$1,000,000.

Retirement benefit scheme

The Group operates a Mandatory Provident Fund Scheme (the
“MPF Scheme”) under the Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the Laws of Hong Kong) for employees
employed under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF Scheme is a defined contribution retirement
scheme administered by independent trustees. Under the MPF
Scheme, the employer and its employees are each required to
make contributions to the scheme at 5% of the employees’ relevant
income, subject to a cap of monthly relevant income of HK$30,000.
Contributions to the scheme vest immediately.
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11.

EMPLOYEES’ EMOLUMENTS (Continued)
Retirement benefit scheme (Continued)

The employees of the Company’s subsidiary in the PRC are
members of the state-sponsored retirement benefit scheme
organised by the relevant local government authority in the PRC.
The subsidiary is required to contribute, based on a certain
percentage of the basic salary of its employees, to the retirement
benefit scheme and has no further obligations for the actual
payment of pensions or postretirement benefits beyond the annual
contributions. The state-sponsored retirement benefit scheme
represent for the entire pension obligations payable to retired
employees.

The Group does not have any other pension schemes for its
employees in respect of its subsidiaries outside Hong Kong and the
PRC. In the opinion of the Directors of the Company, the Group did
not have any significant contingent liabilities as at 31 December
2016 (2015: Nil) in respect of the retirement of its employees.

Share-based payment transactions

The Company’s share option scheme (the “Scheme”), was adopted
pursuant to a resolution passed on 25 May 2011 and will remain in
force for a period of 10 years from that date. The purpose of the
Scheme is to enable the Company to grant options to the Eligible
Persons (as defined under the Scheme) as incentive or reward for
their contribution to the growth of the Group or Invested Entities (as
defined under the Scheme) and to provide the Group with a more
flexible means to reward, remunerate, compensate and/or provide
benefits to the Eligible Persons.

No share option had been granted, exercised, lapsed or was
cancelled during the year ended 31 December 2016 (2015: Nil).

11.

Notes to Consolidated Financial Statements

BEHM (&)

RABEREE (&)
ARARTENBAR ZEETEARH
b 77 BRI B P B0 7T B 3R & B AR IR AR R
B 2B - MBARAREER ZEARH
T 2ET B DL FRARAEFIET &I $E5 - T
BRERMKFIN BREECXNERERKS
FRNIRER - BREBERKREMNFEE
BERRHKEEXN2ERAE

AR TR E N EE K BRI B
RAZ BRI EMBRAKREE - &
RAEFERR RZEBE-—XRF+ZA
=t—H AEEYENESRKKEE
MEASARAR(ZFT—HF: E)-

ROBNRRZ
ARABRRBER_ZE——FHA_+HAR
BRZBREMBEROE S ([518)) - &
SR B R T F R AR E R -
AEEERARRAMSEBALCERR
FHEDRLBRE  FANBRERREY
AEBERPIREBR (TR AAE) BRE
HER  ARAKERHEEBENREIN
R2E - MW WER S IREENTAE
AL -

BE-Z—AF+-A=t—HILEE-
PEMMB BRI - 1708 - ORI (=
T-HF )¢
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12. INCOME TAX EXPENSE

12.

No provision for Hong Kong Profits Tax has been made since the
Group incurred taxation losses for the year. Taxes on profits
assessable elsewhere have been calculated at the prevailing rates
of tax based on existing legislation, interpretations and practices.

Notes to Consolidated Financial Statements

Fr8wiRX

HRAREFAERGHEEE  RLE®
FEMNGHRER - HMitR 2 BRK
mANHESRIBERBED - 2B RER

BRITHEE -

2016 2015
—E-REF —E-hfF
HK$’000 HK$'000
FET FHAT

Current tax: BNEAFRIE :
PRC corporate income tax A R PATISHL 4 16
Hong Kong Profits Tax BEBFIEH = -
Deferred tax EEBIIE (9,525) (125,706)
(9,521) (125,690)

A reconciliation of the tax expense applicable to loss before income
tax using the statutory rates for the tax jurisdictions in which the

BRARA R B R E B R BRPr D R
FREBBAER R HEZRABHATER

Company and its subsidiaries are domiciled is as follows: HIERSEHERLT :
2016 2015
—E-RF ZT—RF
HK$’000 HK$’000
FHET FHT
Loss before income tax BRET1S T AT & (369,917) (835,652)
Tax at the statutory tax rates REERERGTE ZBIE (91,138) (207,496)
Tax effect of income not taxable for BERRBAZHIETE
tax purpose (13,341) (83,543)
Tax effect of expense not deductible for TAIMBRASZ 2 B2
tax purpose 90,585 230,004
Tax effect of temporary difference TRy RS & (9,525) (125,706)
Tax effect of unrecognised tax losses AERR BRI E 13,898 10651
Tax credit for the year RERZ 2B S (9,521) (125,690)
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13. DIVIDENDS

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

14.

LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share amount is based on
the net loss for the year of approximately HK$324,425,000
(2015: approximately of HK$436,220,000) attributable to
equity holders of the Company, and weighted average of
19,952,491,299 (2015: 17,497,137,256) ordinary shares in
issue during the year.

Diluted loss per share

The Group had no potentially dilutive ordinary shares in issue
during the year ended 31 December 2015. The computation
of diluted loss per share does not assume the conversion of
the Company’s outstanding convertible bonds since their
assumed exercise would result in a decrease in loss per
share during the year ended 31 December 2016.

13.

14.
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Hﬁ/%\
EEfEaEtEEs_—_E-R~E+_-A
—t+t—HUIEFERMNIMARERE(ZZ
—RF )

BREE

(a) BREXEHE

(b)

2016 F ¥ L HWERBERAF

BRERNEGEDRERNAREREHE
AEBEARAFEBEBRBFEY
324,425,000 T(ZZE—HF 4
436,220,000/8 70) R FN B &8TE
B N #E 5 $019,952,491,299 i
(ZZ—F4F :17,497,137,256 %) 51

i
B o
e

BREEER
BE_Z-—AF+T_A=+—HIF
B AREYEAEEEENEZC
BITEBRE - A ESREEEETE
RRBBMA R R AEETRRE
7 DHRERRITERSEHEE=
E-RET_A=T—RHIFENE
B BRI 4> o
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15. PROPERTY, PLANT AND EQUIPMENT

122

Notes to Consolidated Financial Statements

15. 1% - BERKRE

Furniture &
Mining Fixtures
structureand ~ Plantand  Leasehold Motor Construction
buildings ~ Machinery improvement Vehicle in progress Total
3 Eed HENE B
REE BERES % RERAE ERIR &it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAEL TAEL FHEL FHEL FiET TEL
Cost KA
At1 January 2015 R-Z-1%-f—-H 220,273 146,337 536 22,803 382,723 772,672
Additions NE 211 31 - 24 237,583 237,849
Acquisttion of subsidiary WEHBAT - 39,074 - - - 39,074
Exchange adjustment EHRE (12,135) (9,616) - (891) (30,545) (53,187
At 31 Dec 2015 and 1 Jan 2016 RZF-RF+-A=1-H
k=% 5-A-H 208,349 175,826 536 21,936 589,761 996,408
Additions NE 54 21 - 28 3,908 4,011
Disposals HE - - - (1,095) - (1,095)
Exchange adjustment EiRE (13,527) (11,414) = (946) (25,869) (51,756)
At 31 December 2016 RZE-R~E+ZA=T—H 194,876 164,433 536 19,923 567,800 947,568
Accumulated depreciation ZE
At 1 January 2015 W-Z-R%-A—-H 66,130 113,897 536 19,251 - 199,814
Charge for the year ERk 10,414 7,640 - 1,059 - 19,113
Impairment loss recognised ERRRESE 29,962 19,816 - 1,998 201,996 253,772
Exchange adjustment e (5,250) (7,365) - (816) (8,058) (21,489)
At 31 Dec 2015 and 1 Jan 2016 RZF-RE+=A=1+-H
kZZ—~¥-A—-H 101,256 133,988 536 21,492 193,938 451,210
Charge for the year ERG 9,790 8,757 - 329 - 18,876
Disposals irk=5 = - - (1,040) - (1,040)
Exchange adjustment B RE (7,019) (9,089) - (933) = (17,033)
At 31 December 2016 RZE-~E+ZA=1-H 104,035 133,656 536 19,848 193,938 452,013
Carrying amount BREE
At 31 December 2016 RZB-A"E+=A=+-H 90,841 30,777 - 75 373,862 495,585
At 31 December 2015 R=B-R&+=A=1+-H 107,093 41,838 - 444 395,828 545,198
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15. PROPERTY, PLANT AND EQUIPMENT 15. #5% - BB K&K (&)

(Continued)

Notes: BT

(a) As at 31 December 2015 and 2016, the Group’s property, plant and (@) RIE—RAFR_E—RFT+_A=+—
equipment were allocated to the Mining CGU. B AEEZWE - BERRESETE

RS EEEM -

As at 31 December 2016, the Group determined the recoverable RIT—XRE+-A=+—0 "EER
amounts of Mining CGU based on value in use calculation. That RPN EEAEETRRBERSELSUY
calculation used cash flows projections based on financial budgets as A E &% - BRETEFEREREEENR
approved by management covering a 5-year period, and at a AR AFHMEEENIRESRTED - iR
discount rate of 12% (2015: 13%) for Mining CGU with reference to WIREGEEBMIRI1I2%(ZFE—HF:
the valuation performed by an independent external valuer as at 31 13%) ARIR - WS E B IR E R
December 2016. No impairment is considered necessary to provide —E-XE+-A=+—BF{EEE - B
as the recoverable amount were higher than the Mining CGU (2015: RA BBV ERBIRESELSEMN )
HK$253,772,000). REYELEELHREAE(ZZ2—0F :

253,772,000/87T) °

16. PREPAID LEASE PAYMENTS 16. FASHENIE

Prepaid lease payments represent cost paid for medium-term ERRESIEERAARRE RS+
leasehold land in the PRC. The costs are amortised over the W FT S MRS » BRI A D RIS B 15

leasehold period of 15 years and 45 years respectively. A5 TR o
2016 2015
s —
HK$’000 HK$’'000
FTHET TET

Net carrying amount BREFE

At 1 January T s 62,128 71,796
Amortisation b E| (5,595) (5,953)
Exchange adjustments fEE o FE (3,783) (8,715)
At 31 December R+=A=+—H 52,750 62,128
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17.

124

Notes to Consolidated Financial Statements

MINING RIGHTS 7. BRUERE
2016 2015
—E-RE —T—RF
HK$’000 HK$’000
FHET FH&T
Costs: AR
At 1 January R—HA—H 3,311,386 3,504,302
Exchange adjustments [ 5 2L (214,950) (192,916)
At 31 December wt+—_A=+—H 3,096,436 3,311,386
Accumulated amortisation and At EERRERSSE
impairment loss:
At 1 January n—A—H 2,206,999 1,730,127
Amortisation provided for the year TR S G R 38,101 130,852
Impairment loss provided for the year ANEEREEIERE - 465,033
Exchange adjustments PE 5 A% (144,967) (119,013)
At 31 December R+-_A=+—H 2,100,133 2,206,999
Carrying amount: BRMEIE :
At 31 December wnt+—_B=+—H 996,303 1,104,387

The Group had an exploitation rights in respect of a molybdenum
mine located at Xi Ban Cha Gou, Huanglongpu Village, Shimen
Town, Luonan County, Shaanxi Province, the PRC (“Shaanxi
Molybdenum Mine”) issued by Land and Resources Bureau of
Shaanxi Province, the PRC. The exploitation rights were allocated
to the Group’s Mining CGU.

As at 31 December 2016 and 2015, the Group determined the
recoverable amounts of Mining CGU based on value in use
calculation. That calculation used cash flows projections based on
financial budgets as approved by management covering a 5-year
period, and at a discount rate of 12% (2015: 13%) with reference
to the valuation performed by an independent external valuer as at
31 December 2016. As the recoverable amount of the Mining CGU
over the carrying amount, no impairment loss was recognised as at
31 December 2016 (2015: HK$465,033,000).
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18. GOODWILL 18. BHE
HK$’'000
FH&T
Cost: AR :
At 1 January 2015 R-ZE—RF—HA—H -
Acquisition of a subsidiary Wi — R E A E 13,403
At 31 December 2015 and at 1 January 2016 R-ZE—hF+_A=+—HEK
and at 31 December 2016 RZZE—RF—A—BK
RZE—RFE+ZA=+—H 13,403
During the year ended 31 December 2015, the Group acquired a HE_Z—AF+-A=1+—HBLEFE"
subsidiary from independent third party at total cash consideration NE B IR #EHE 2R E AR 70,000,000
of RMB70,000,000 (approximately HK$89,172,000). The principal (#989,172,0008 7T) MBI =FWHET
activity of the subsidiary is mainly engaged in processing of —RMBAF - ZMBAREZRFEK
molybdenum minerals services in the PRC. SR TARTS -
The Group carried out impairment testing of the goodwill at the end REEREMREMRETHERENR -
of each reporting period. In assessing the impairment of gooduwill, R E B RER - AT e £ EIREE A
the recoverable amount was determined based on value in use BEFSEETE ZtERAERBEEM
calculation. That calculation used cash flows projections based on BERESFHRMRER12%(ZF—H
financial budgets as approved by management covering a 5-year F13%) MM BTEERR S RIER - T
period, and at a discount rate of 12% (2015: 13%). The directors BT mER-_ZE—X"F+=-A=+—8
determined that no impairment of goodwill is necessary as at 31 WEAEFE(ZE—RAF:Z)-

December 2016 (2015: Nil).
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19.

126

INVESTMENT DEPOSITS
As at 31 December 2016

During the year ended 31 December 2011, the Group entered into
a subscription agreement with Shaanxi Ding Jin Mining Company
Limited (“Ding Jin”), pursuant to which the Group is eligible to
subscribe for the promissory notes issued by Ding Jin. The principal
amount of the promissory notes was HK$500 million and carried at
interest of HK$100 million payable on the maturity date, which is 5
years from subscription. The promissory note is secured by an iron
mine indirectly owned as to 96% by Ding Jin (“lron Mine”). Pursuant
to the subscription agreement, the Group has the right to acquire
the Iron Mine should the subscriber failed the settlement of the
promissory note to the Group. The Iron Mine is located at Zi Yang
Xian, An Kang City, Shan Xi Province, the PRC and covering
approximately 13.54km?.

During the year ended 31 December 2016, the Group discussed
with Ding Jin to consider the potential possibility to acquire the Iron
Mine held by Ding Jin given the condition that (i) Ding Jin obtained
all the necessary approval documents to operate the Iron Mine,
including but not limited to the exploitation right and environment
approval issued by the relevant PRC authorities; and (ii) the
satisfaction of due diligence performed by the Group’s mining
team, in particular the evaluation of reserve of the Iron Mine.
Accordingly, the Group and Ding Jin agreed two years period for
both parties to satisfy the conditions layout by the Group. The
consideration will be based on the valuation to be performed by an
independent valuer upon the completion of the conditions,
however, the principal amounts of the promissory note together
with the interests owned by Ding Jin to the Group will be used as
part of the consideration for the acquisition of the Iron Mine in
future, but will be refundable to the Group in the case that the
conditions not met. Accordingly, the carrying amounts of
promissory note receivable of HK$600,000,000 were classified as
investment deposits as at 31 December 2016.
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19. INVESTMENT DEPOSITS (Continued)
As at 31 December 2015

21.

)

(i)

Refundable investment deposits of approximately
HK$358,252,000 (RMB300,000,000) in respect of a possible
acquisition of a potassium mine located in Shangluo City,
Luo Nan Xian, Shaanxi Province, the PRC. On 31 August
2015, the Group has terminated the acquisition and the
vendor had refunded the investment deposit in the amount of
RMB300,000,000 to the Group during the year ended 31
December 2016.

During the year ended 31 December 2015, the Group paid
an investment deposit of HK$100,000,000 in relation to the
acquisition of 65% equity interest of Shanghai Hua Tun
Financial Information Service Company Limited. On 15
December 2015, the Group has terminated the acquisition.
During the year ended 31 December 2016, the investment
deposits of HK$100,000,000 had been refunded to the
Group.

Notes to Consolidated Financial Statements

19. ®ERS (F)
R=ZF-H2F+=A=1t—H

@

(i)

EETE U IR (7 7 R B PR PR 78 T
AENREEENRENRERS
#9358,252,000% L( A R ¥
300,000,0007T) e R=ZE—HENHA
=t+—8 AEBBERIEKEEREER
EHERBE_ZT—X~F+-A
= +—HIEFENRAREERERE
%4 AR 300,000,000 7T °

REE-_Z—hAF+-_A=+—H1t
FERN  NEBRKELSERS
= B IR AR A 7]65% K A% 4 3 1+
& # 4 100,000,0008 7 - R - &
—AFE+-A+HB KEEDKIE
WEEE REBEE_T—X~F1+_A
T+ BLtFER BEESD
100,000,000 B L ERIBAAEE -

20. PREPAYMENT FOR ACQUISITION OF 20. WHBHIE A BRTFEMARK
SUBSIDIARIES
During the year ended 31 December 2016, the Group entered into REBEE-_T—NF+_A=+—HBILFE
a sale and purchase agreement with two independent third parties A - AR5 B # iR 900,000,000 7 7T HY AR (B UL
for the acquisition of 65% equity interests in Wealth Pioneer Group B Wealth Pioneer Group Limited & £ B &
Limited and its subsidiaries (“Target Group”), at the consideration of ANal([BZEE])65% Hy R B /R & 58 <2
HK$900 million. The principal asset of the Target Group is the F=FVEERZE  BEEEENETEE
Potassium Feldspar Mine located in Shaanxi Province, the PRC. As EAMNRTRBKAZHNHERAR - R-F
at 31 December 2016, the Group settled approximately HK$845.7 —NF+-_A=+—"H8 ~EEZRKEL
million for the consideration. The acquisition was completed on 19 & 49845,700,000/8 L - WHEEER _F
January 2017. —tF—AThBZTEK -
LOAN RECEIVABLE 21. ERER
2016 2015
g VAT S ZTE—AF
HK$’000 HK$’'000
FH T FHT
Non-current fixed rate loan receivable FE BN EA[E 7E A1) = FEU B 5K - 191,068
2016 3R kA WER B ER AR 127
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21.

22,
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LOAN RECEIVABLE (Continued) 21. BEREN
During the year ended 31 December 2014, the Group entered into HEZZ—MNF+-_A=+—HILFE "
a loan agreement with /8K S @5 BERBER AR (“ZEK”) to AEBEMEFSERerESRBERAT
provide a loan with the principle amount of RMB160,000,000, (TER DTy —BEERGZ  RUEAsEHE
carried at interest rate of 5% per annum, payable semi-annually and B AR 160,000,000 THIE R © IREFIFR
matures in 2 years on 1 December 2016. On 1 December 2015, 5% E - B¥ENE  RWEARZE
the Group and Z X mutually agreed to extend the maturity date of —RNFE+-_A—HEH -R_ZE—HF
the loan for further 2 years to 1 December 2018. The loan had been +ZA—B  AEEREREIHBELER
fully settled during the year ended 31 December 2016. EXNIHPEmEFE S N\FE+_A—
He BRREBE-_Z—X"F+-_A=1+—
ALFEEE2HEER -
OTHER FINANCIAL ASSETS 22, HitviEE
2016 2015
—RE —ET—hF
HK$’000 HK$’000
FET FAET
Analysed as: AT
Ding Jin Promissory Note REENER = 571,378
Bai Shan Promissory Note H & HEE 300,000 474,250
300,000 1,045,628

Other financial assets represent present value of promissory notes
receivables, details of which are set out below:

Ding Jin Promissory Note

During the year ended 31 December 2011, the Group entered into
a subscription agreement with Shaanxi Ding Jin Mining Company
Limited (“Ding Jin”), the Issuer, pursuant to which the Group is
eligible to subscribe for the promissory notes issued by Ding Jin.
The principal amount of the promissory notes was HK$500 million
and carried at interest of HK$100 million, payable on the maturity
date, which is 5 years from subscription. The promissory note has
been classified as investment deposits as disclosed in note 19 to
the consolidated financial statements.

Bai Shan Promissory Note

During the year ended 31 December 2013, the Group has disposed
25% equity interest in Rui Sui Kuang Ye Company Limited in return
for a promissory note receivable with a face value of HK$500
million. The maturity date is 3 years from the issue date of the
promissory notes. During the year ended 31 December 2016,
HK$200 million was settled and the remaining balance will be
settled within one year.
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REEATEE
BE-_ZT——F+-_A=1+—BLFE "
AEBERAREBESR AR (8% ])
(EBBITAN)FIN—DRERE Bt
AEBENRBRESABITZEARLERE &
PL%%ZK@%E%wooooooo,%n B 75 )
8.100,000,0008 7T - ZHRRIEE BT R
¢z FEARELR - &émc.ﬂﬁ‘%iﬁ%%mzm
s AAERESEAKRERS -

BLEARERE

e = HE - Il
AEBELEREEERR QA Z25%
AFEZS - LARERE{E A 500,000,000 47T 2
FEUGE N B - R EREIHA BETH
HEF=F RBEE_Z—XF+_A
EﬂL*EUJ:EF*W 200,000,000 7T B 4%

ERHBRBEBN—FNEE -
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23. INVENTORIES 23. 78

2016 2015
AL ZT—RF
HK$’000 HK$'000
THET FET
Raw material EHrE 13,481 9,118
Work in progress TR 2,355 2,039
Finished goods RIPK SR 397,988 399,875
413,824 411,082
The cost of inventories recognised as expense during the year in FEAREBEBRER AT 2 FEKAY
respect of mining operation was approximately HK$213,608,000 5213,608,00008 Tw( — & — ;1 F:
(2015: HK$219,556,000). No written down of inventories was 219,556,000/ 7T) - BE_E—NEFE+=
recognised in profit or loss for the year ended 31 December 2016 B=1+—HIEE  BERBINERE

(2015: HK$8,416,000). EMOR (ZF—AF : 8,416,000 7T) °

24. TRADE AND BILL RECEIVABLES 24, FEWNEZR =i
2016 2015
—E-ARE ZT—RF
HK$’000 HK$'000
FHET FET
Trade and bill receivables FEUTBR R R 0% 8,052 16,318
An aging analysis of the trade and bill receivables at the end of the RBEBARLEE R @ EIREER N EE iR
reporting period, based on invoice date is as follows: EHHZERBSTWOT -

2016 2015
—E-AE —ZTAF
HK$’000 HK$'000
FHET FET
0-30 days 0-30H 3,583 9,133
31-60 days 31-60 H - 479
61-90 days 61-90 H - =
91-180 days 91-180H 4,469 1,927
Over 180 days but within one year #1180 BN —F K - 4,779
8,052 16,318
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24,

25.

130

TRADE AND BILL RECEIVABLES (Continued)

The aging of trade and bill receivables which are past due but not
impaired are as follows:

24,

Notes to Consolidated Financial Statements

YRR R RE (&)

B8 BB SR E 2 B R e R IE AR e 40
™

2016 2015

—E-RE ZT—RF

HK$’000 HK$’000

FET FET

31-60 days 31-60 H - 479
61-90 days 61-90 H - -
91-180 days 91-180 H 4,469 1,927
Over 180 days but within one year #1180 HIER —F K - 4,779
4,469 7,185

For the year ended 31 December 2016, trade debtors that were
not impaired nor past due related to customers for whom there was
no recent history of default. Based on historical experience,
management believe that no impairment loss shall be recognised
as there has not been a significant change in credit quality and the
balances are still considered recoverable (2015: Nil).

The directors consider that the fair values of trade receivables were
not materially different from their carrying value because these
amounts have short maturity period on their inception.

For the Group’s mining operation, sales of molybdenum
concentrates are largely on cash basis with no credit terms being
granted to customers, except for sizable customers with good
credit history, the Group will allow a credit term not more than 30
days.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

As at 31 December 2016, included in balance of prepayments,
deposits and other receivables were (i) trading deposits of
approximately HK$ 159,404,000 (2015: Nil) for purchase of
molybdenum concentrate; and (ii) loan receivables amounted to
approximately HK$161,915,000 (RMB145,000,000) (2015:
HK$173,154,000 (RMB145,000,000)) granted to the non-
controlling shareholders of Jiu Long Kuang Ye, a principal
subsidiary of the Group operating in exploitation of molybdenum
mine. The loan receivables were secured by the non-controlling
shareholders’ respective shareholdings in Jiu Long Kuang Ye,
carried at an interest rate of 3% per annum and recoverable in one
year.
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R-E—AR"FE+-_A=+—H ((BEH
B R 5% #159,404,0008 T (= &
—HFE) RiRAAEEEERB AT
NEEEE (ZARNEHKETES) 2 e
BRAR R 2 FE IR B 5K %9 161,915,000 /& 7T
(AR #145,000,0007T) (ZFE— FHF :
173,154,000 7T ( A R # 145,000,000 7T) )
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26. SHARE CAPITAL 26. R4
Number Nominal
of shares value
[EShE ¢! H{E
Notes ‘000 HK$’000
eE TFh% FHET
Authorised: EE
Ordinary shares of HK$0.016 each HHREE0.016 8 L 2 Tk
At 1 January 2015, at 31 December R-ZE—RF—HF—H"
2015, at 1 January 2016 R-ZE—RF+=A
and 31 December 2016 =+—H RZIZE—RF
—A—BRRZZ—RF
+=-—A=+—H 31,250,000 500,000
Issued and fully paid: ERITRHE :
At 1 January 2015 R-ZE—HRF—HF—H 16,602,616 265,641
Issuance of consideration shares BITRERD (@) 400,000 6,400
Placing of shares [=40) (b) 2,900,000 46,400
At 31 December 2015 and R-E—RF+-_A=+—H
at 1 January 2016 MNZ_ZFE—RF—H—H 19,902,616 318,441
Issuance of subscription shares BITRERG () 1,654,930 26,480
At 31 December 2016 RZZE—RE+=ZA=+—H 21,557,546 344,921
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26. SHARE CAPITAL (Continued)

The movements in the Company’s share capital are summarised as
follows:

132

(@)

On 24 July 2015, the Company entered into an acquisition
agreement with the vendor, pursuant to which the Company
conditionally agreed to acquire 65% equity interest of a target
company from vendor at a total consideration of
HK$949,800,000.

The consideration shall be satisfied by the Company in the
following manner:

(i) HK$100,000,000 shall be paid by way of issue and
allotment of 400,000,000 consideration shares at the
issue price within 10 business days upon the signing of
the acquisition agreement; and

(ii) HK$849,800,000 shall be paid by way of issue of the
promissory note upon the completion.

On 31 July 2015, 400,000,000 consideration shares at the
issue price HK$0.25 were issued to the vendor.

On 2 September 2015, the Company and Driven Innovation
Limited, the placee, entered into the placing agreement
pursuant to which the Company has conditionally agreed to
allot and issue, and the placee has conditionally agreed to
subscribe for 2,900,000,000 placing shares at a price of
HK$0.08 each. The Placing was completed on 17 September
2015.
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26. &4 (&)
ARRRAZBBRT :

RZE—RAFLAZF+WA  XR7F]
HFEFE B R - B AAR]
BRHREMBEAREBRARZ
65% IR fE - 421X & & 949,800,000 7%
5o

REFHARRBATINTT AN

() 100,000,000/ Jt 1A %5 =T Uk B8
A TEEERRNBBIRE
17 {8 ¥ 17 & B ¥ 400,000,000
BRREBRD 2RI &

(i) 849,800,000/ JT 7 5¢ X B &
BETEREZEZFAI -

R-ZE—AF+A=+—8 - &87
f80.25/8 LA & /5 %17 400,000,000
BEAR B ©

R-ZE—RFHLA-R  AQFEHEK
#i2 A Driven Innovation Limited 5] 37 i
B Bt AR ABKERER
BEREBEIT MARABKREREZRE
[1%0.087% 7T 2 (B 4% 32 H8§2,900,000,000
IRECERD - EEFHER - —hHF
NATEBRTFEK -
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26. SHARE CAPITAL (Continued)

The movements in the Company’s share capital are summarised as
follows: (Continued)

27.

()

On 8 December 2016, the Company entered into a share
subscription agreement pursuant to which the share
subscriber has agreed to subscribe and the Company has
agreed to issue and allot for up to 1,654,929,577 new shares
at the subscription price of HK$0.142 per subscription share.
The share subscription was completed on 29 December
2016 and the subscription shares were fully subscribed.
1,654,929,577 ordinary share was issued by the Company
upon the completion of the subscription and the net
proceeds received from the subscription was approximately
HK$235 million and will be used for general working capital
of the Group and/or financing any future acquisitions.

—NEFETZA=1—HILFE
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Hﬁm (I)E)

ARBEAEESHMNT - ()

© RZZE—AF+ZAN\B ' KRaE]
SRMABEGE - B ROBEA
ERERBEAARERERITRE
B %1% 1,654,929,577 IR FT AL 1D - R
E%{Ez%,tﬂxuaﬁﬁﬂxfﬁomz/%m [
R mﬂﬁﬂ&ﬁ%%%ﬁzwﬁﬁ FERK
REFEEE KXQAE BT
1,654,929,577fx L @Ak - B B RE
EHKRBOAESREFELNA
235,000,000 78 TP 5 FA 1A A8 55 [ Y
—REBEAR, 3B BEHTRK
BEEREHES -

All new shares issued ranked pari passu with the existing shares in A ETHRMER GRMHDNE HEY
all respects. ZBRIEHAL -
CONVERTIBLE BONDS 27. WBKRES
Non-current liabilities component: ERBEFEILD
2016 2015
—E-REF —T—AF
HK$’000 HK$’'000
FHET FHT
Convertible bonds with principal amount of: AREFEI T A IRRES
HK$250,000,000 (CB A) 250,000,000 7 7t (AT#RAR(E S A) 243,838 =
HK$98,838,000 (CB B) 98,838,000 7t (AI AR 5% B) 96,633 5
340,471 =
2016 3R kA WER B ER AR 133
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27.

134

CONVERTIBLE BONDS (Continued)

On 21 December 2016 and 29 December 2016, the Company
issued unsecured convertible bonds with principal amount of
HK$98,828,000 (the “CB B”) and HK$250,000,000 (the “CB A”)
respectively (“CBs”). The maturity date of the CBs are two years
from the issuance date. The CBs carrying interest at 10% per
annum and payables arrears at first anniversary and upon its
maturity dates. The CBs holders have the rights to convert the CBs
into ordinary shares of the Company at any time and from time to
time between the date of issue of the CBs and up to respectively
maturity date, at the initial conversion price of HK$0.15, subject to
adjustment as set out and in accordance with the terms and
conditions in the instrument constituting the CBs.

The fair values of the liability component and the equity conversion
component were determined at the issuance of the convertible
bonds. The fair value of the liability component, include in non-
current financial liabilities, was calculated using a market interest
rate for an equivalent non-convertible bond. The residual amount,
representing the value of the equity conversion component, is
included in shareholders’ equity. The convertible bonds recognised
in the consolidated statement of financial position are calculated as
follows:

27.

ARRESFA
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AR E S (&)
—E-RF+ZAZt+—BRZZE—RF
+ZA=thB  AREDRIETEALHE
498,828,000 JT([ 7] # f% & 5BJ) &
250,000,000% 7t ([ AT 2R EHA]) 2 K
AAREH ([TRRES ] - ATRRkE
HFEBITAHRAHME - IRBRESRR
FFEA0%HE - BEARE BT REIH
A - RATRREFZEHITHHEEBE
BB LLARM - T MRES 2 FE A B ERE
B R REFIR W) S IR 0.15 3 T8 PR AR
EHFERARNNF 2 LR - HEATIZA R
BREHZ XEMERE MER GG ED
[ o

3

BEAD RESERES A FER AR
BESBRITRERE - AESBSNAFEGH
AFERBH B AE) RAFEIFTRRES
RSN R E - FSRSE(RERERE
DHEE) T ABRRELS - RES PR
RIERH AR EFHRATAAGE

CBA CBB
AR ESB
HK$°000

THET

Total
st
HK$°000
FHET

HK$°000
FTHET

At 1 January 2016 RZZE—FF—A—H
Proceeds from issue LTRSS 5K
Equity components g3

250,000 98,838 348,838
(6,380) (2,522) (8,902)

Liability components
Imputed interest charged

243,620
218

96,316
317

339,936
535

As at 31 December 2016

243,838 96,633 340,471

Interest expenses on the convertible bonds is calculated using the
effective interest method by applying the effective interest rate of
11.5% to the liability component.
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28. DEFERRED TAX LIABILITIES

Notes to Consolidated Financial Statements

28. EEFIEEE

Mining

rights

R

HK$’000

FHT

At 1 January 2015 R-ZE—RF—HF—H 447,107

Credit to profit or loss s AEE (125,706)

Exchange adjustments B 54, o2& (19,600)
At 31 December 2015 and 1 January 2016 R-E—RAF+-_A=1+—8K

RZZE—RF—HA—H 301,801

Credit to profit or loss FFABE (9,525)

Exchange adjustments FE 5 % (19,164)

At 31 December 2016 R-ZE—XRF+-_A=+—H 273,112

The Group did not have any significant unprovided deferred tax
liabilities at 31 December 2016 (2015: Nil).

29. TRADE AND BILL PAYABLES

RIB-RE+T-A=+—8 TEEHK
BEAEARBEECHARE(ZT -1
FoE|E)-

29. BNRIARERE

2016 2015

—E—RF —E—hfF

HK$’000 HK$’000

FHET FET

0-30 days 0-30H 3,490 6,699
31-60 days 31-60 H 694 396
61-90 days 61-90 H 971 103
91-180 days 91-180H 388 1,076
Over 180 days but within one year #1180 HEERN—F R 65,056 68,389
70,599 76,663

The directors consider that the carrying amounts of trade and bill
payables approximate to their fair values at the end of reporting
period.

EERRENEFEEBENREEEAER
HRERRBER 2 A TEES °
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30.

31.

136
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PROVISION FOR ENVIRONMENTAL AND 30. RRRERHEE
RESOURCES TAX
2016 2015
—E-XE —T-RHF
HK$’000 HK$’000
FHET FHET
Environmental and resources tax IRR R ERT 88,666 95,534
As at 31 December 2016, a subsidiary of the Group was subject to NZE—RNF+-_A=+—H8 BT
payment of the environmental and resources tax imposed by the MEEkAEE B RARIAREEH
local authorities in the amount of approximately HK$88,666,000 HEERE YINEREERMLY
(RMB80,000,000) (2015: HK$95,534,000 (RMB80,000,000)) arising 88,666,000,% 7T (A R ¥ 80,000,000 7T) (=
upon renewal of its mining license. T — f F:095534,000 jt( A R #&
80,000,0007T)) °
OTHER PAYABLES AND ACCRUALS 31. EENRRESTER

All of the Group’s other payables and accruals are expected to be
settled or recognised as income within one year or are repayable
on demand.

Included in other payables and accruals are amounts of
HK$22,802,000 (2015: HK$52,527,000) due to the minority
shareholders and directors of the Group’s subsidiary which are
unsecured, carried at interest rate of 12% per annum and
repayment on demand.

The directors consider that the carrying amounts of other payables

and accruals approximate to their fair values at the end of reporting
period.
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Notes to Consolidated Financial Statements

32. BANK LOANS AND OTHER BORROWINGS 32. |RITERRHEMER
2016 2015
—E-REF = — R F
HK$’000 HK$’000
FET FH&T
Interest bearing bank loans, secured and FFEAERRITERK
other borrowings HEMER 361,167 100,908
As at 31 December 2016, the Group’s interest bearing bank loans 75’;‘: E—RNFEF+ZA=+—8 KB
were carried at effective interest rates from 10.8% to 12% per BIRTERZEBRFENEN T108% %
annum and were secured by () guarantees from a subsidiary of the 2% WO AEERBARIKKEBARZ
Group and the subsidiary’s minority shareholders; and (i) guarantee DHIERIRR ZER 0 R () RBEH 2
from the ultimate control party. FERIEEA -
As at 31 December 2015, the Group’s interest bearing bank loans RZE—RAF+-A=+—8  KEEF
were carried at effective interest rates from 7.2% to 9.5% per BRITERCEBRFEMNER72%E9.5%
annum and were secured by () a guarantee from an independent L) —REBALIRBR AR ZER : (VFEF
insurance company; (i) the molybdenum concentrate as included in ZSRFEW (i) AEEHE A A KB AR
inventories; (i) guarantees from a subsidiary of the Group and the ZOHRERBRRZER RvHBARZ
subsidiary’s minority shareholders; and (iv) personal guarantee from DERE SRR R A AR VEE R -
the subsidiary’s minority shareholders.
33. OPERATING LEASE COMMITMENTS 33. REHERE

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating
leases which fall due as follows:

RBEHEEER  REBAR I
BE 2 RO S EHE R SIEHE S
KA -

2016 2015

=— N —T—AfF

HK$’000 HK$’000

F@xT T

Within one year —F R 6,727 5-53i]
In the second to fifth years inclusive F_EZRF (BEEEMTE) 10,411 13,315
After fifth years inclusive AF%&(E) 16,431 21,404
33,569 40,250
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34. RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in these consolidated financial
statements, the Group has the following balances and transactions
with related parties:

138

(a)

(b)

At the end of the reporting period, the Group entered into
the following balances with related parties:

A

Notes to Consolidated Financial Statements

34. EBEALTRS

BREESEMBHRREMAEOMNES
S AEBERBEEATFRATERRK

(@) RHEHREER  KAEEEFRE
BEALTFA T Ik -

Related parties (note 31) BEAEAT (KI5E31)

Amounts due Amounts due
from related parties to related parties
EREREALTRE ENEREALTRE
2015 2016 2015
—E-RE —E-AF —Z-AF
HK$'000 HK$'000 HK$'000
THET TR TR
- 22,802 52,527

The amounts outstanding are unsecured and will be settled
in cash. No guarantee has been given or received. No
expenses have been recognised in the period for bad or
doubtful debts in respect of the amounts due from related
parties.

Compensation of key management
personnel

Remuneration for key management personnel, including
amount paid to the Company’s directors and certain of the
highest paid employees, as disclosed in notes 10 and 11 to

REEFASBERBLBARSE
& o WEETHRGEAER - B
BUESL R B BEA T RIR 2 RIERR
R o

(b) FEEE AR ZHM

BANER G B SRR M FE10 R 11 P i
B OTEEBABZHEHN(BESNT
ARBBERETREFMNER 25

the consolidated financial statements is follows: TE) T :
2016 2015
—E-RE i
HK$’000 HK$’000
FE T FHT
Short-term employee benefits EHEBEF 2,564 3,659
Mandatory Provident Fund contribution BHEIMEATES HR 64 84
2,628 3,743
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35.

36.

MAJOR NON-CASH TRANSACTIONS

During the year ended 31 December 2016, the Group did not have
any material non-cash transactions. During the year ended 31
December 2015, the Group has entered into an acquisition
agreement with a vendor, including in the consideration, an amount
of HK$100,000,000 was paid by way of issue and allotment of
400,000,000 consideration shares. The proposed acquisition was
terminated by the parties. Please refer to the announcement dated
on 15 December 2015 for further details.

ACQUISITION OF A SUBSIDIARY

During the year ended 31 December 2016, the Group does not
have any acquisition of subsidiary. During the year ended 31
December 2015, the Group acquired 100% equity interest in Luo
Nan Xian Rong Sen Kuang Ye Company Limited (“Rong Sen”) from
an independent third party at a cash consideration of
RMB70,000,000 (approximately equivalent to HK$89,172,000).

The fair value of the identifiable assets and liabilities of Rong Sen as
at date of acquisition were as follows:

35.

36.

Y

Notes to Consolidated Financial Statements

FEHFBRERS
RBE-_Z—XR"E+-_A=1+—BItFEE
W REBTETMEAFRERH - &
E_E-—RFT-_A=+—HIEFE XK
EEBE-FZEFIL T WERE  REF
BIE A 7T I Al 3 400,000,000 A A E RS
193 £ 100,000,000 & 7T » E:E WEE B H
RIS I - E— B B2HAH
BZE-—RE+-_A+HBEHL -

Wig—RME AT
REE-_T—X"F+-_A=+—BLEE
RN Y 3 D= RN Nk R e i BTeg:-
REE-_T—AF+_A=+—BLEE
W AEER—EBIE=HFKWETER
BERREEARET AR ([87R])H100%
A% 4 - 3] R E AR 70,000,000 (4
89,172,000/ 7T) °

BHRUKE RSN ENEERBEAT
[EVURNE

HK$’'000

FHT

Property, plant and equipment W - BE M E 39,074
Cash and bank balances e RIRITHER 271
Inventories FE 10,976
Other receivables H b e W sk IE 58,623
Trade payables FEfTBRFR (2,650)
Other payables E e 5RIE (30,531)
75,769

Goodwill [EES 13,403
Total consideration BRME 89,172
Cash consideration HeRE 89,172
Cash and bank balances He MIRTTA B 277)
Net cash outflow arising on acquisition WEEEA MR & m R 5E 88,895
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36. ACQUISITION OF A SUBSIDIARY (Continued) 36. WiE—RMBLTE (&)
For the year ended 31 December 2015, included in the loss for the BE _Z—RF+_A=+—HIFEE
year was approximately HK$2,507,000 attributable to Rong Sen. B EIE LR FREIL A% 2,507,000/ 7T © fiflk
Had the acquisition been completed on 1 January 2015, total BR-ZZE—AF—HA—HZTK BIEEZ
group’s revenue and loss for the year ended 31 December 2015 AT A=T—HLFESEELHK
would have been approximately HK$262,978,000 and 54 5 262,978,0008 7T © MBS A
approximately HK$710,260,000. The pro forma information is for 710,260,000/ 7T » B E B RHEHF A 2
illustrative purposes only and is not necessarily an indication of B WIENARARERERENR -_Z—%
revenue and results of operations, of the Group that actually would F—A—HEANBERTERE TFEEAK
have been achieved had the acquisition been completed on 1 e as R iR 8 S B IETE - INIEIER K E
January 2015, nor is it intended to be a projection of future results. SERTER o
37. FINANCIAL INSTRUMENTS 37. @I A
Categories of financial instruments ST EER
2016 2015
—E-RF —E—RE
HK$’000 HK$'000
FET FH&T
Financial assets BBEE
Loans and receivables (including cash and BERREYGR(BERER
cash equivalents) REEEW) 2,706,621 2,001,505
Financial liabilities BBaE
Amortised cost BEHRAR 867,914 365,688
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38. RISK MANAGEMENT OBJECTIVES AND 38. EREEEERBXR
POLICIES
The Group’s treasury department, including the board of directors AEEELKHI(REESES) THETE
meets periodically to analyse and formulate strategies to manage =L PO R RS LS AN
and monitor the Group’s exposure to variety of risk associate with SEHEERREXEBAELASR T A ZH
financial instruments which arise from the Group’s operating and ER - —MMms  AEEFHREREIE
investing activities. Generally, the Group employs conservative HEEESE MREBFEAYWETES
strategies regarding its risk management to ensure appropriate E.)j@ ZEZERBEEMSRE (BIEEEE
measures are implemented on a timely and effective manner. The CHMERER N EMEBEERR) EERR
risks include market risk (including currency risk, interest rate risk &mé)ﬁ BaE b -

and other price risk), credit risk and liquidity risk.

(a) Market risk (@) m™iZE
(i)  Foreign exchange risk i) SNERRE
The business transactions of the Group conducted REBRFERNETZEERLS
during the year were mainly denominated and settled ELAAREIAB T ERE
in either RMB or HKD. The Group currently does not H o RNEBIR I ME A G INE
have hedging policy in respect of the foreign currency BB 2 SRR o AT B
risk. However, management monitors the related »4 t)]ﬁ*? FTE R 2 B REINE
foreign currency risk exposure closely and will consider W EEEMNBERFEIRE
hedging significant foreign currency risk exposure K?l\%ﬂl‘“ 2

should the needs arise.
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38. RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

(@) Market risk (Continued)

@

Foreign exchange risk (Continued)

Based on the market condition at end of reporting
period, the Group determined that it is reasonably
possible for RMB to strengthen/weaken by 10%
against HKD in the coming twelve months (2015:
10%). Hence, 10% are the sensitivity rates used in the
current year when reporting foreign currency risk
internally to key management personnel and represent
management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity
analysis includes outstanding foreign currency
denominated monetary items and based on the
assumption that other variables are held constant. A
positive number below indicates an increase in profit or
equity where RMB strengthens 10% against HKD. For
a 10% weakening of RMB against HKD, there would

Notes to Consolidated Financial Statements

38. EfEEEERBXE)

(a) TiHEER(E)

@

HNE R B (4E)

ERGEHEEERE 2N
N AEBERABARBRAET
AIRERA R+ —EAFHE, B2
BE10% (ZZF—HF 1 10%) °
it ZFERETEEEAR
A EPIE 2R HMNE R BRI BT R A 2
BERER10%  REETEEYH
EXRr RIS EIEL 2 &8
FE - WEBBRESTREMN
INE BB RENEEIE
B BEEMERESTE-
THESHETIEE AR LS
TCHHE 10% R i F1) ki 2 2 38
me gARBEEBTERE
10% " m Ak ER KGR 2

be a comparable impact on the profit or equity, and HEBEMRE - m NERK
the balances below would be negative. =3=F /@

2016 2015

—E-XREF —E—ARF

HK$’000 HK$’000

FET FET

Profit or loss' S F) Sk B 1R 25,221 67,339

Equity? W2 216,675 185,496

Notes: PEE

(1) This is mainly attributable to the exposure outstanding
on receivable and payable denominated in RMB at the
end of the reporting period.

2) This is mainly attributable to the reserves which are
denominated in RMB included in equity at the end of
the reporting period.

(©)] In the opinion of the management, the sensitivity
analysis is unrepresentative of the inherent foreign
exchange risk because the exposure at the end of the
reporting period does not reflect the exposure during
the year.
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38. RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

(@) Market risk (Continued)

(ii)

(iii)

Interest rate risk

The Group does not have material exposure to interest
rate risk, as the Group has no financial assets and
liabilities of material amounts with floating interest rate
except for bank borrowings. The sensitivity analysis
below have been determined based on the exposure
to interest rates for bank borrowings at the end of the
reporting period. The analysis is prepared assuming
the financial instruments outstanding at the end of the
reporting period were outstanding for the whole year. A
50 basis points increase or decrease in interest rate is
used when reporting interest rate risk internally to key
management personnel and represents management’s
assessment of the reasonably possible change in
interest rates.

If interest rates had been 50 basis points (2015: 50
basis points) higher/lower and all other variables were
held constant, the Group’s post-tax loss for the year
ended 31 December 2016 would decrease/increase by
HK$1,805,833 (2015: HK$504,538). This is mainly
attributable to the Group’s exposure to interest rates
on its variable rate borrowings. Changes in interest
rates have no impact on other comprehensive income
for the year ended 31 December 2016 (2015: Nil).

Other price risk

As at 31 December 2016, the Group did not exposed
to equity price risks as the Group did not have any
equity investments at the end of the reporting period.

Notes to Consolidated Financial Statements

38. EfEEEERBXE)

(a)

2016 F ¥ L HWERBERAF

mis Rk (&)

(i) FE=E
R AR BRR IR 1T 18 TR O 8
BABECZRMBKEERSE

(iii)

& WM EAEEKXFER
B o TXAEGRE TR
BREHMAEEERITERZ
FMERBRET - REDITE
ERENHEHMEEAME
EEZS¢RMT ASENEFY
KEE MEBEEASED
A5 ) 2 & e R 45 5 150 P 1) =R
Z50EZTHYE  MAETERE
HEEA R s 6 REH 2
T -

MR RF K0 ES T (=F
—AF50ERT) MATAE
EMREEREFTE  XEER
BE—_T—A"F+-A=+—
AEFEZBRHEERER
/3% 101,805,833 B T ( — &
—FRF 504,538 7C) - B
EHTEREAEERE TR
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38. RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

(b) Credit risk

As at 31 December 2016, the Group’s maximum exposure
to credit risk which will cause a financial loss to the Group
due to failure to discharge an obligation by the counterparties
is arising from the carrying amount of the respective
recognised financial assets as stated in the consolidated

statement of financial position.

Credit risk on trade receivable is minimal because most of
the transactions related to mining operation were made on
cash basis with no credit term given to its customers, except
for sizable customers and with good credit history with the

Group.

Credit risk on cash and bank balances is mitigated as
counterparties are banks or financial institutions with high
credit rating which is issued by some international external

rating agencies.

Credit risk of deposit and other receivables is significantly
mitigated as the Group performs ongoing credit evaluation
on the financial condition of its debtors and tightly monitors
the ageing of the receivables balances. Follow up action is
taken in case of overdue balances. In addition, management
reviews the recoverable amount of the receivables individually
or collectively at end of reporting period to ensure that
adequate impairment losses are made for irrecoverable
amounts. As at 31 December 2016 and 2015, the Group has
held collateral which are mining rights held by the
counterparty, over its financial assets in respect of promissory

notes receivables.

(c) Liquidity risk

The Group’s policy is to regularly monitor its liquidity
requirements to ensure that it maintains sufficient reserves of
cash to meet its liquidity requirements in the short and longer
term. The Group has net current assets of approximately
HK$1,036,090,000 (2015: HK$2,060,847,000) and net
assets of approximately HK$3,426,230,000 at 31 December
2015 (2015: HK$3,675,230,000). In the opinion of directors,

the Group’s exposure to liquidity risk is limited.
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38. EfEEEERBXE)

(b)

(c)

FERR
RZZE—R"F+ZA=+—8 K&
BESFHEEBRITEIMERAS
BEAMBBEZZANEERR - XK
B&A MBI RE AR R
BEEZ BRREE -

RREFR 2 EERAREE  RRA/X
MOBBRBEXB X5 URGHE
17 BYS\GETEFEES  EEX
SEARHEERBIABEFR
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AEBESHHEBEBAZMBRRFE
HITEETE  YERERERIA
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38. RISK MANAGEMENT OBJECTIVES AND 38. AMEEEERBIR (&)

POLICIES (Continued)

(c) Liquidity risk (Continued) (c) REEZRERE (&)
The following table details the remaining contractual TREFVNAEBIITEVBABRE
maturities at each of end of reporting period of the Group’s MERESEER 2 HaAa N3 S
non-derivative financial liabilities, which are based on S TR ERTAAERRE S RE (B
contractual undiscounted cash flows (including interest ERETAF R - shanfE )% B AR R IR
payment computed using contractual rate or, if floating based SHMAER 2 BRIFEFE 2 FE
on current rates at end of reporting period) and the earliest THIRAEERETFENRZER
date the Group may be required to pay: HHEAmE L -
2016 —E-RE¥

Weighted  On demand

average  or less than 1-3 3 months Over
interest rate 1 month months to 1 year 1 years Total
nEYS  EEXE -fiRE =fAEZ
HE  R-AR =faR -5 HBE-F At

% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% Tz Tirn Thn Tz Tién

Trade and bill payables ENETRZE - 70,599 - - - 70,599
Qther payables and accruals HtER D R EAER - 95,677 - - - 95,677
Bank loans and other borrowings RS REMEE 10.8-12 - - 361,167 o 361,167

166,276 - 361,167 - 527,443
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38. EfEEEERBXE)

POLICIES (Continued)
(c) Liquidity risk (Continued) (c) REBELER (&)
2015 —E—FHF
Weighted ~ On demand
average  orless than 1-3 3 months Over
interest rate 1 month months to 1 year 1 years Total
mErs  EExE -ERE ZfEAZ
iz R—EAR =f@A -5 HBE-f fit
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TAR TAL TAL TAR TAL
Trade and bill payables ENERRER - 76,663 S = S 76,663
Other payables and accruals HiENT R EER - 135,590 52,527 - - 188,117
Bank loans and other borrowings BIETREMEE 7.2-12 = = 100,908 = 100,908
212,253 52,527 100,908 - 365,688
(d) Fair value of financial instruments (d £@MIAZA¥E

The directors of the Company consider the fair value of the
Group’s financial assets and liabilities are not materially
different from their carrying amounts as stated in the

consolidated statement of financial position.

North Mining Shares Company Limited Annual Report2016

ARRIEERR  AREYBEER
BEZ A HEREENGRE MBI R
RARFZREELEERESR -




Notes to Consolidated Financial Statements
e R R MR

For the year ended 31 December 2016 B2 —F—NF+=H=1—HIFFE

39. CAPITAL MANAGEMENT 39. EXER
Capital includes equity attributable to the equity holders of the BARBIERNGIRERETE AER ZFERE -
Company. The primary objectives of the Group’s capital NEFBEAEEZIEBEES

management are:

(@ To safeguard the Group’s ability to continue as a going
concern, so that it continues to provide returns for
shareholders and benefits for other stakeholders;

(b)  To support the Group’s stability and growth; and

(c)  To provide capital for the purpose of the strengthening the
Group’s risk management capability.

The Group actively and regularly reviews and manages its capital
structure to ensure optimal capital structure and shareholder
returns, taking into consideration the future capital requirements of
the Group and capital efficiency, prevailing and projected
profitability, projected operating cash flows, projected capital
expenditures, and projected strategic investment opportunities. The
Group has not adopted any formal dividend policy.

The Group monitors capital using a gearing ratio, which is net debt
divided by total capital plus net debt. The Group’s total capital
comprises all components of equity and net debt includes bank
borrowing, trade and bill payables, other payables and accruals
and convertible bonds, less cash and cash equivalents:

The Group’s gearing ratio at 31 December 2016 and 2015 was as
follows:

@ MERAEEAUSELS  EERRR
REmE - SEMERIE ARIER

o e

b) IEFAEEBETERE: X

© REERAMEAEEZ E R E IR
5 o

AEEEBE RN REREEARE
HREARBRBRREHEREKRT - I
FERAEE 2 RRERFRRERNYEE
B RIBETEMEEN - AR ERERE
B BEAAXUARBRBERERE - K
SEYERAEAMEARBEE

AEBEMBERNAREL R (AR EFERRN
REANERFER) EREIRR - NEH
ZRERBESHBEDRZAKEY  MA
BEFRANBSRITENR - BARIRER
H A AR R BE R AR AT AR ES
MRS MREEHEY -

AEBR-_ZE—XR"FERE—RHF+=A
=t+—BZEABBELELT

Group

rEME
2016 2015
—E—REF —T—FRF
HK$’000 HK$'000
FHET FHT
Debts BfE 867,914 365,688
Cash and cash equivalents BERBELEEY (596,003) (225,362)
Net debts BEFHE 271,911 140,326
Equity R 3,426,230 3,675,230
Gearing ratio BEARBKFE 7.94% 3.82%
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40. STATEMENT OF FINANCIAL POSITION AND

148

RESERVES OF THE COMPANY

31 December

Notes to Consolidated Financial Statements

40. AR BRI KB R

31 December

2016 2015
—E-XF —T—AF
+=A=+-8 +=A=1—~
HK$’000 HK$'000
FET FHET
ASSETS BE
Non-Current Assets kRBEE
Interests in subsidiaries NIV 5 462,576 2,149,829
Current Assets REBEE
Prepayments, deposits and other receivables ~ TE{ 3k « 1R [ H #h FEUGK 689 744
Investment deposit KBRS = 100,000
Cash and cash equivalents ReRIRSEEY 251,865 1,305
252,554 102,049
Total Assets EERE 715,130 2,251,878
EQUITY s
Equity attributable to owners RATHEEAELES
of the Company
Share capital (&N 344,921 318,441
Reserves s (322,193) 1,931,506
Total Equities EREE 22,728 2,249,947
LIABILITIES =R
Non-current liabilities kRBEE
Convertible notes ATHRRER 340,471 =
340,471 i
Current Liabilities RBEE
Other payables and accruals HEMEMN R RESER 1,931 1,931
Bank loans and other borrowings RITER R EMEK 350,000 =
351,931 1,931
Total Liabilities BEAE 692,402 1,931
Total Equities and Liabilities EEREEAE 715,130 2,251,878
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40. STATEMENT OF FINANCIAL POSITION AND 40. XD TBMBRR R HER (E)
RESERVES OF THE COMPANY (Continued)

31 December 31 December

2016 2015
—E-REF —ET-AHF
t=A=+-8 t-A=1-~
HK$°000 HK$'000
TR TAT
Net Current (Liabilities)/Assets RE(BR) EESHE (99,377) 100,118
Total Assets less Current Liabilities EERERABRE 363,199 2,249,947
Net Assets EEFE 22,728 2,249,947
The financial statements of the Company were approved and KA BRERESeN T —+F=
authorised for issue by the Board of Directors on 29 March 2017 B+ B EREERE W THA
and signed on its behalf by: TREZF=:
Yang Ying Min Qian Yi Dong
BRER 8-
Director Director
EF EE
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40. STATEMENT OF FINANCIAL POSITION AND

150

RESERVES OF THE COMPANY (Continued)

Notes to Consolidated Financial Statements

40. AR TMBARR K FHHER (E)

Convertible
Share Share  Contribution bond Accumulated

capital premium surplus reserves losses Total

BA R EE BHRS TRRESRE 2iER Ly

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

THAL THAL THAL THAT THAT THAT

At 1 January 2015 RW-E-1%-A-H 265,641 3,283,205 115,615 - (1,023,322) 2,641,139

Loss for the year RERER . - - - (723,192) (723,192)

Issuance of consideration shares BEORERR 6,400 93,600 - - - 100,000

Placing of shares ReERH 46,400 185,600 - - - 232,000
At 31 December 2015 and RZB-1%

1 January 2016 +ZA=+-AEk

“Z-"-8-AR 318,441 3,562,405 115,615 - (1,746,514) 2,249,947

Loss for the year TEERR = = = - RAna2) 421

Subscription of shares ABRG 26,480 208,520 - - - 235,000

Issuance of convertiole bonds BRI AR E 5 - - - 8,902 - 8,902
At 31 December 2016 RIE—R%E

+-A=1+-H 344,921 3,770,925 115,615 8,902 (4.217,635) 22,128
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41. PRINCIPALS SUBSIDIARIES

4. SEHRBAF
AAFEBHBARZHBEMT -

Particulars of the principal subsidiaries of the Company are as

Notes to Consolidated Financial Statements
e R R MR

For the year ended 31 December 2016 B2 —F—NF+=H=1—HIFFE

follows:
Place of Percentage of equity
incorporation/ Registered capital/ interests attributable
Name of subsidiary establishment issued capital to the Company Principal activities
WEAREH ERAL/ BRI HEREL/ERFTRE RAREERTEEEA L FEEHR
Indirect
i
Sun Man Tai International (B.V.I.) Limited British Virgin Islands ~ Ordinary HK$274,051 - Investment holding
AERLES EERoT4051 AT REER
Golden Finance Company Limited Hong Kong Ordinary HK$2,000,000 100%  Investment holding
TERBERAR &k £ 2,000,000 7T REAR
Shanghai Yuan Bei Trading Limited PRC Registered capital 100%  Investment holding
RMB30,000,000
FERLESERAR i &R AR 30,000,000 REZR
BOC Mantai Property Management PRC Registered capital 100%  Properties
(Shanghai) Corporation Limited 1S$200,000 management
MRERNEER (L) ARRA Gk A4 200,000F T nEER
Shaanxi Province Luo Nan Xian Jiulong PRC Registered capital 65%  Exploration and exploitation
Kuangye Company Limited RMB90,000,000 of molybdenum mines,
("Jiulong Kuangye”) sales of molybdenum
concentrates
REERHANEREERAR EF &R AR 90,000,000 BRRARARREEHER

(TheEgx))

The above list contains only particulars of subsidiaries which
principally affected the results, assets or liabilities of the Group.

2016 F ¥ L HWERBERAF

LB EEFHI T EFEAREEMES
BEXBENHBARFE -
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42.

152

MATERIAL NON-CONTROLLING INTERESTS

Included in the consolidated statement of profit or loss and other
comprehensive income, the loss attributed to the total non-
controlling interest for the year ended 31 December 2016 was
approximately HK$35,971,000 (2015: HK$273,742,000), which
was totally attributed to Jiulong Kuangye and its subsidiary. There
are no transactions with non-controlling interests.

As at 31 December 2016 and 2015, the percentage of equity
interests of Jiulong Kuangye held by non-controlling interests was
35%.

Summarised consolidated financial information for Juilong Kuangye
and its subsidiary are set out below:

Summarised consolidated statement of
financial position of Jiulong Kuangye

Notes to Consolidated Financial Statements

42, ERFEZERES

BABERREMTERSRBEREES
—E-RFF+ A=+ AT EAEE
% 88 25 4B KR A 518 495 35,971,000 8 7T (=
T —FHF 273,742,000 L) BEHFEB
PNEEERENB AR o HEREIEER
HEZMR S -

R-E—RER_T—AF+-_F=+—
B FERESSENERENRET D
L A 35% ©

NEBENEMB R BNEE M B E R
FZEFIIT

NEWMENGFEMHIRRRERE

2016 2015

ZE-REF —T—ARF

HK$’000 HK$’'000

FERT FHT

Non-current assets ERFEE 1,456,751 1,607,831
Current assets REEE 433,895 713,592
Total assets WEE 1,890,646 2,321,423
Non-current liabilities FEREBEGE 273,112 301,801
Current liabilities mEAE 1,596,746 1,525,832
Total liabilities mamE 1,869,858 1,827,633
Equity s 20,788 493,790
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42. MATERIAL NON-CONTROLLING INTERESTS 42, ERFEERER (F)
(Continued)
Summarised statement of profit or loss and hERENEBEEREMEZEKER
other comprehensive income of Jiulong M=
Kuangye
2016 2015
—E-REF —E—RF
HK$’000 HK$’'000
FER FAT
Revenue Wz 235,065 238,225
Loss before income tax FriSTipIE 18 (112,301) (907,828)
Taxation IE 9,525 125,706
Total comprehensive loss ZHEGERSE (102,776) (782,122)
Total comprehensive loss allocated to DELEIFERERT
non-controlling interests >HEBEEE (35,971) (273,742
Summarised statement of cash flow of Jiulong hWEBENRESRERUE
Kuangye
2016 2015
= = Fora
HK$’000 HK$’000
FET FHT
Net cash generated from LESEERFTSIR G F 58
operating activities 25,246 473,888
Net cash used in investing activities B ES AR S R (3,947) (287,583
Net cash used in financing activities RE R TR & F5E (105,277) (80,393)
Net (decrease)/increase in cash Ba CRD), G nFeE (83,978) 165,912
Cash at beginning of the year FURe 149,090 4,369
Effect of foreign exchange rate changes, net HNEBE ROR B R B2 2 (R (61,260) (11,191)
Cash at end of the year FERBE 3,852 149,090
2016 3R kA WER B ER AR 153
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43.

44.

154

EVENTS AFTER THE REPORTING PERIOD

On 29 December 2016, the Group entered into a sale and
purchase agreement with independent third parties for the
acquisition of 65% equity interests in Wealth Pioneer Group Limited
and its subsidiaries (“Target Group”), at the consideration of
HK$900 million, which will be satisfied as to HK$400 million by
cash and HK$500 million by issuance of promissory note. The
principal asset of the Target Group is the Potassium Feldspar Mine
located in Shaanxi Province, the PRC. The acquisition was
completed on 19 January 2017.

APPROVAL OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 29 March 2017.
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REHESE
R-ZZE—XNEF+-A-+AHA AEERE
BN FE=REI B E W - AEE Wealth
Pioneer Group Limited &2 X W E A 7 ([ B 1Z
S E 1)65%# B 4 - X {8 /900,000,000
B mREBUBAESEA SN
400,000,000 8 7T M iE iR B 1T L RIRRI 7
= 3 14 500,000,0008 7 - BZEENEE
BEEANMMPEPRAEMFRATE - B
EER-_Z—+F—AFt+tNLB=X -

HEGRESMBEHR

FEMBHREANR_Z—tF=A=-+NHAH
BE=gflERIRETE -




Summary of Financial Information
B ERBE

RESULTS Ef
For the year ended 31 December
HE+-A=t-Hit=E
2016 2015 2014 2013 2012
—E-RE —E-1%F —T-mEF —ET-=% —T——F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
TER FET TR T T
Revenue sk 256,004 245,969 454,948 158,524 369,702
(Loss)/Profit from mE(ER)/EH
operations (330,193) (818,703) (232,703) 150,200 (1,046,833)
Finance costs BERA (39,724) (16,949) (19,619) (22,708) (12,071)
Share of results of an [ELEE AR
associate - - - (138) (134)
(Loss)/Profit before tax BEiA(B1R), (369,917) (835,652) (252,322) 127,354 (1,059,038)
Taxation BE 9,521 125,690 36,392 19,758 90,492
(Loss)/Profit for the year F[E(BB),/ B (360,396) (709,962) (215,930) 147,112 (968,546)
Attributable to: B
Owners of the Company AREEAA (324,425) (436,220) (165,189) 194,012 (852,471)
Non-controlling interests R ER (35,971) (273,742) (50,741) (46,900) (116,075)
(Loss)/Profit for the year FE(BR) /% (360,396) (709,962) (215,930) 147,112 (968,546)
2016 F @ Lk AEERMBERAFE 155
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Summary of Financial Information

ASSETS AND LIABILITIES BEENERE
As at 31 December
W+t=A=+-A
2016 2015 2014 2013 2012
—E-RE —E-AhF —E-|E —E-=F —E--F
HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
TR FET THL TR TET
Total Assets BERAE 4,678,456 4,462,382 5,369,011 4,894,754 4,926,155
Total Liablities BEDE (1,252,226) (787,152) (1,045,037) (1,290,414) (1,652,615)
3,426,230 3,675,630 4,323,974 3,604,340 3,273,540
Equity attributable to: FE(LER

Owners of the Company KRB A 3,339,284 3,540,704 3,915,705 3,143,071 2,782,507
Non-controling interests g T 86,946 134,526 408,269 461,269 491,033
3,426,230 3,675,230 4,323,974 3,604,340 3,273,540
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