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CHAIRMAN'’S STATEMENT
FREBE

It is my pleasure to present to you the annual report of Jinchuan Group International
Resources Co. Ltd (“Jinchuan International”, or the “Company”; together with its
subsidiaries, collectively referred to as the “Group”) for the year ended 31 December
2012. It has been a successful transition since the Company was acquired by Jinchuan
Group Co., Ltd *& I EEE &/ BBR A 7] (“Jinchuan Group”), a state-owned enterprise
with its majority interest held by the People’s Government of Gansu Province. There

is no doubt that 2012 was a remarkable year for Jinchuan International. With the
commissioning of its international mineral and metal trading, the Group has added
mineral product trading activities to its core businesses in addition to its existing
Cosmetic and Beauty operations.

AARARE N2 EBEEERBER AR (2B IK[ARRE]] - EF
HfB ARSI HMAIAER ) BE-T——F+_A=1T—HILEFEZF®R 1
AprE ) IIEBBRMARAR ((R)IEE]) (ARHREARBAFEE I 2%
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*  For identification purpose only (£ 4 5l
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Jinchuan Group has strategically positioned the Group as
its listed flagship to develop overseas mineral resources and
related trading. In pursuit of this strategy, the following
significant events took place during the year ended 31
December 2012:

1) In January 2012, the Company disposed of its
remaining property investment in Macau for a total cash
consideration of HK$17.25 million;

2) In February 2012, the Group concluded a supply contract
with an affiliate of a Zambian producer to purchase
approximately 12,000 tonnes of copper blister, an
intermediate raw material used in the manufacture of
refined copper, during the contract period from April
2012 to December 2012. Such copper blister was onsold
to Jinchuan Group; and

3)  InJune 2012, the Group concluded a supply contract
with an overseas supplier to purchase approximately
60,000 tonnes of copper concentrates from Outer
Mongolia during the contract period from July 2012 to
January 2013. Such copper concentrates were onsold to
Jinchuan Group.

The Cosmetic & Beauty business continued its restructuring
of distribution channels by reducing the number of sales
counters and beauty centres and strengthening focus on well
performing regions in the Mainland.

From the relevant 12th Five-Year Plan (2011 — 2015) released
in January 2012, it can be seen that the People’s Republic of
China ("PRC") government is striving to improve the structure
of its non-ferrous metal industry, control domestic output
volumes whilst encouraging more acquisitions of international
resources by Chinese enterprises. Both copper and nickel
belong to the category of base metals which is governed by the
above measures.

As the top nickel producer and the third largest copper
producer in the PRC, Jinchuan Group’s development is in line
with the policy promoted by the central government. Jinchuan
Group possesses fully integrated operations from upstream
mining to downstream metal processing. The extensive
operation scale and solid industrial experience of Jinchaun
Group present us with a competitive advantage in seizing
suitable overseas acquisition opportunities.
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EFRHBE

T I 6 B 2 BB 1 4 5 K &= 18 TE (2 K A L B
MRIVBEERERREBE S 2 BINER
H ETIEE QR » RIBULEES - LW NEREIA
TIRBE T+ -_A=+t—HIFE
A

1) RIEBE——F—F  XRFIEEEEMNR
PFIZEBRTYERE  BRIR2RERB17.25
BEBIL-

2) RIZZT—=ZF-F AEEHEEHT—MH
SERZBBRARF Y —HHEAY
E-_Z——FMNAZE_Z——F+=A
ZEHEREHEEEE 412,000 4 i -
WHHEREF2)IEE - HEZHERE
ERRImH R EREAE &

3) RIZE——FA AEEHE—EEFIME
JEEEIL— I REEHN  WE=F—=
FLAZE_ZT—=ZF—AZAH8R#%
HNER T B B 60,000ME 2 SR K508 - I 45 8R
BREREET2/IEE -

b mEEBEGREEERVHEFTER
XEPLHBBEETOHREBEM  FRFMNERSE

PR B A RIBEERS
W—FT——F—-A%MzEBEET _ELF

RE(ZE——FE2-_FT—HF)AJR hE
ARZEFE (FE])) BREBNSREEECS
BITEMNER  EHBRRNEEZ & 0 RFEE
qﬂlﬁ%L TEZRBERE R o (AR5
RBH EMEENERSE -

TNEEERBEARANEBELEERNE=ZKR
WAER  EBRIGKEETRBEMEGZ
B - )15 B EAHTE L 5RAER T by £ %
IzaE—8tRe - 2/ IIEEEZNEKER
BEREETEERSARAEFREEZE
SNEBRERZABRFES -

&) EEEREEERAT | —2-——5% D



CHAIRMAN'’S STATEMENT

FREBE

APPRECIATION

On behalf of the board of directors of the Company (the
“Board”), | would like to express my heartfelt appreciation and
gratitude to all our shareholders for their long lasting support
and also to our team of dedicated staff for their diligence and
hard work. We will accelerate our steps to acquire and develop
overseas mineral resources and assets in 2013. As we continue
expanding our trading business and acquiring overseas mining
assets, | am confident that the transformation of the Group
into a major international mining company will proceed very
successfully.

Lastly, as always, our special thanks go to the People’s
Government of Gansu Province for their tremendous support
to Jinchuan Group and Jinchuan International.

Yang Zhigiang
Chairman of the Board

Hong Kong, 21 March 2013
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

2012 is a milestone year for the Group. Leveraging on
the extensive resources and experience of our controlling
shareholder, Jinchuan Group, the Group successfully
commenced its trading business in Minerals and Metals and
had traded minerals and metals sourced from Australia,
Canada, Africa, Peru and Outer Mongolia during the year. Our
Cosmetic and Beauty segment has also expanded its beauty
school and commenced the offering of wedding planning
courses in Hong Kong.

Mineral and Metal Products

Acting as the listed flagship of Jinchuan Group for undertaking
overseas operations, the Group is keen on developing its
international mineral and metal trading business and securing
overseas mining investment opportunities. During the year
ended 31 December 2012, the Group has entered into certain
major contracts with overseas suppliers, most of which are
long term contracts subject to annual renewal arrangements.
In February 2012, the Group concluded a supply contract with
an affiliate of a Zambian producer to purchase approximately
12,000 tonnes of copper blister, an intermediate raw material
used in the manufacture of refined copper, during the contract
period from April 2012 to December 2012. In June 2012, the
Group concluded a supply contract with an European supplier
to purchase 60,000 tonnes of copper concentrates from Outer
Mongolia during the contract period from July 2012 to January
2013. Supply contracts with overseas suppliers primarily for the
procurement of copper concentrates from Australia, Canada
and Peru were also entered into in the last quarter of the year.

During the year ended 31 December 2012, the Group
purchased and sold a total of approximately 11,545 tonnes of
copper blister and 79,624 tonnes of copper concentrates. The
Group sold all of these mineral and metal products to Jinchuan
Group during the year.

Cosmetic and Beauty

Our Cosmetic and Beauty segment is represented by CMM
International Group Limited and its subsidiaries (the “CMM
Group”), which are engaged in cosmetic and beauty products
distribution as well as the provision of related beauty center
services and beauty school tuition services in both Hong Kong
and the PRC. It is a leader in beauty trends through providing
innovative beauty services, skin care and cosmetic products to
retail customers and educating beauty professionals through
its beauty schools.
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MANAGEMENT DISCUSSION AND ANALYSIS

THEMWR 2

The reconstruction of distribution channels and intensified
competition from international brands have reduced the sales
of cosmetic products in the year under review. However,
the revenue from training services provided by CMM Monita
Academy has been growing steadily. There had been an
increasing number of students joining the cosmetic and hair
styling courses, as well as wedding & event management and
bridal courses and services. CMM Group has devoted more
resources to promote its training courses in large shopping
malls and student enrollments have reached record numbers.

Facing with the fierce competition from many international
cosmetic brands in large cities in Mainland China, CMM
Group has been repositioning its focus on second and third
tier cities, whilst ceased the distribution of certain brands
of cosmetic products in Mainland China. The restructuring
of its distribution channel had mainly been implemented
through the signing of a major distributorship agreement
which generated royalty income during the year instead of
generating direct product sales income as in the previous year.
Therefore, the cosmetic product sales income for CMM Group
dropped for the year. On the other hand, the beauty services
income improved with increased beauty school tuition fees
derived from the rise in beauty school attendance.

With over 40 years of rich experience in the cosmetic and
beauty market, CMM Group will continue its strive to improve
and provide quality services and products to the satisfaction of
its customers.

Property Investment and Development

Consistent with the Company’s strategic intention to focus
its business on the mining and mineral resources sector, the
Group disposed of its remaining available-for-sale investment
in Macau in January 2012 for a total cash consideration of
HK$17.3 million.

FINANCIAL REVIEW

The Group's operating results for the year ended 31 December
2012 were primarily contributed by the trading business of
its Mineral and Metal products segment, and the business of
its Cosmetics & Beauty segment which is operated by CMM
Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

Revenue and gross profit

The revenue for the year ended 31 December 2012 was
HK$1,842.7 million, representing an increase of 13.3 times
compared with HK$129.4 million in the prior year. This
substantial increase in revenue was due to the Group's
commencement of mineral and metal trading business which
comprised non-ferrous metals commodity sales with a value
far more greater than the value of sales generated from our
cosmetic business.

For the same reason, our gross profit margin has dropped
steeply from 67.5% in the prior year to 4.5% in the year under
review. This is because the business nature of non-ferrous
metals trading is characterized by substantial value but lean
margin.

Other income and gains

Other income and gains in 2012 decreased slightly compared
with that in the prior year. Despite the utilisation of majority
of funds to finance the growing mineral and metal trading
activities, the Group still managed to earn bank interest
income of HK$7.7 million in 2012, representing an increase of
14.9% as compared with HK$6.7 million in 2011. However,
the decrease in the gain on foreign exchange, net by HK$2.0
million for the year of 2012 as compared with 2011 has led to
an overall decrease in other income and gain by HK$0.7 million
for the year of 2012 as compared with the prior year.

Selling and distribution costs

Decrease in selling and distribution costs by HK$19.8 million,
or 36.5%, from last year was resulted from further downsizing
of CMM Group's sales staff. With the strategy to focus on the
provision of beauty school and beauty training and services
and the restructuring of distribution channel, less expenses
were incurred by CMM Group for counter sales staff payroll,
trademark license fees and advertising display of cosmetic
products.

Administrative expenses

Administrative expenses increased slightly from HK$59.7
million in 2011 to HK$59.8 million in 2012. It was noticeable
that the Group did not incur substantial promotional
expenses in 2012 as we did in the prior year when we
organised a launching ceremony for the Group. CMM Group’s
administrative staff reduction has resulted in a decrease in
salary expenses. But these decreases have been fully offset by a
loss on disposal and writes off of book value of property, plant
and equipment when CMM Group scaled down its cosmetic
product operations.
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MANAGEMENT DISCUSSION AND ANALYSIS

THEMWR 2

Liquidity, Financial Resources and Capital Structure

As at 31 December 2012, the Group had cash and bank
balances of approximately HK$341.9 million (of which
HK$39.8 million was pledged) as compared to HK$713.7
million as at 31 December 2011. The interest-bearing bank
borrowings of the Group of HK$16.9 million are due within
one year. For the year under review, the Group had generally
financed its operations with internally generated cash flows,
and trade facilities provided by banks. The Group was in a net
cash position as at 31 December 2012.

Trade and bill receivables

Trade and bill receivables increased significantly from HK$15.7
million as at 31 December 2011 to HK$1,338.3 million as at
31 December 2012. This is due to the commencement of the
Group’s mineral and metal products trading operations with
the Company’s ultimate holding company, Jinchuan Group
Co., Ltd in current year. As at 31 December 2012, 94% of
trade and bill receivables was covered by letter of credit issued
by the banks of Jinchuan Group Co., Ltd.

Trade and bill payables

The commencement of trading operation also led to the
significant increase in trade and bill payables from HK$13.1
million as at 31 December 2011 to HK$933.2 million as at 31
December 2012.

Material acquisitions and disposals of investments

In January 2012, the Group disposed of its remaining available-
for-sale investment in Macau, being its 26.6% interest in a
property interest in Macau, for a total cash consideration of
HK$17.3 million.

Save for the above, the Group had no other material
acquisitions or disposals of investments during the year under
review.

Significant capital expenditures

Save for the purchase of property, plant and equipment of
HK$3.1 million in the Cosmetic and Beauty segment, no
significant capital expenditures were made for the year ended
31 December 2012.

Details of charges on the Group’s assets

The Group’s restricted cash deposits, buildings and prepaid
land lease payments with net book values of HK$39.8 million,
HK$13.9 million and HK$4.0 million, respectively, were
pledged to secure general banking facilities granted to the
Group.

Contingent liabilities

The Group had no material contingent liabilities as at 31
December 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS

Foreign exchange exposure

The reporting currency of the Group is in Hong Kong dollars
("HK$") and the functional currencies of the subsidiaries of
the Group are in HK$, Renminbi (“"RMB") or United States
dollars (“US$"). With its international operations, the Group
is exposed to foreign currency exchange risk in RMB and US$
which are predominantly the currencies the Group receives
as its revenue. The Group monitors its exposure to foreign
currency exchange risk on a continual basis.

Given the exchange rate peg between HK$ and US$, the Group
is not exposed to significant exchange rate risk for transactions
conducted in US$. On the other hand, the exchange rate
fluctuation of RMB against HK$ could substantially affect the
performance and financial position of the Group.

There had been moderate fluctuations in the exchange rate
of RMB against US$ and HK$ in recent years. During the year,
the Group managed its foreign currency exchange risk arising
from RMB denominated transactions by entering into specific
deliverable forward contracts to lock the exchange rate of
future RMB revenue receipts against US$.

PROSPECTS

As we look ahead into 2013, the Group will continue to
follow the strategic path to become Jinchuan Group’s flagship
for undertaking overseas mining and mineral resources
operations. We will focus on boosting our international trade
business of the Minerals and Metals segment by cementing
relationships with our existing network of overseas suppliers as
well as expanding our customer portfolio by making strategic
moves in the development and selection of suppliers and
customers.

Our next move is to explore actively possible acquisitions
of overseas mining and mineral resources assets, in
particular matured assets, in order to further expand our
global footprints. Jinchuan Group's worldwide network
and experience in the field of non-ferrous metals give us a
competitive advantage in due diligence and price negotiation
when it comes to executing acquisition projects. We are always
on the outlook for quality assets that are aligned with our
corporate strategy.

EMPLOYEES

As at 31 December 2012, the Group had 315 (2011: 453)
employees. Employees receive competitive remuneration
packages including salary and medical benefits. Key staff may
also be entitled to performance bonus and share options.
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MANAGEMENT DISCUSSION AND ANALYSIS

TEEREMWR S

The remunerations paid to the senior management (excluding REZE - E——F+_-_A=+—HItFEEMR
the directors) during the year ended 31 December 2012 were SHREEE (TREEE) XN ZMEe TN F

within the following bands: ATIEE :
Number of
Senior Management
SREEEYA
Nil to HK$1,000,000 £ 21,000,000/ 7T 1
HK$1,000,001 to HK$2,000,000 1,000,001 722,000,000/ 7T 1
HK$2,000,001 to HK$3,000,000 2,000,001/ T 23,000,000/ 7T 1
3
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The Company has complied throughout the year ended 31
December 2012 with the respective code provisions of the
Code on Corporate Governance Practices (effective until 31
March 2012) and the Corporate Governance Code (the “CG
Code") (effective from 1 April 2012) as set out in Appendix
14 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”),
except for the non-compliance of CG Code provision A2.1 as
mentioned in the section “Chairman of the Board and Chief
Executive Officer” on page 15.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code")
set out in Appendix 10 to the Listing Rules regarding securities
transactions by directors. Based on specific enquiry of directors
of the Company, all of them have confirmed that they had
complied with the required standard set out in the Model Code
for the year ended 31 December 2012.

BOARD OF DIRECTORS

The main duty of the Board is to act in good faith for the
benefit of the Company as a whole with proper delegation to
the management of the Company according to the articles of
the association of the Company.

The Board as at the date of this report comprises nine directors
of which three are executive directors, three are non-executive
directors and three are independent non-executive directors.
The Company will continuously evaluate its Board structure to
ensure sound corporate governance is in place.

The Company has arranged appropriate directors and officers
liability insurance in respect of legal action against directors.

The directors of the Company during the year ended 31
December 2012 and up to the date of this report were:

Executive directors:

Mr. YANG Zhigiang (Chairman of the Board)

Mr. ZHANG Sanlin

Mr. ZHANG Zhong

Ms. DENG Wen (resigned on 30 November 2012)

Ms. Maria Majoire LO (resigned on 30 November 2012)

Non-executive directors:
Mr. GAO Tianpeng

Mr. QIAO Fugui

Ms. ZHOU Xiaoyin
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ERERERE

Independent non-executive directors:

Mr. GAO Dezhu

Mr. WU Chi Keung
Mr. YEN Yuen Ho, Tony

MEETINGS ATTENDANCE

A total of 4 Board meetings, 3 Audit Committee meetings, 1
Remuneration Committee meeting, 1 Nomination Committee
meeting, 3 Risk Management Committee meetings, 1 Strategy
and Investment Committee meeting, 1 Executive Committee
meeting and 2 general meetings had been held during the year
ended 31 December 2012. In addition, the Chairman held a
meeting during the year ended 31 December 2012 with non-
executive directors (including independent non-executive
director) without the presence of executive directors. The
following is a summary of the attendance of meetings of each

BYFHTES:
=EEAE
HHEREAE
BRITIE S E

SRLERSBR
HE_Z——F+-_A=+—HLFE &R
AIRHBITORELEEERE  —AEZEEES
®mRFTMNEESER —RIEREZEEEY
& CARREREZEEEE - —ABRKE
BLRZEEEH  —AITZESELIMAR
RARG o ltoh TRREBE_T—Z-F1+=H
ST -BIEFEGHEFHTES (BREETIE
MITER)BIT—R2F ERULERNTES
B - BUEECHEBAFR TR :

director:
Risk ~ Strategy and

Management  Investment Annual  Extraordinary
Audit Remuneration ~ Nomination  Committee ~ Committee  Executive General General
Directors Board  Committee  Committee  Committee ~ ERER BKR  Committee  Meeting Megting
£ E28dd BHZRE  BMZRE  Rezee E8¢ REZEL UAZRE RREEAE REkIAL
YANG Zhigiang Bk 44 - - " - - - " 0t
ZHANG Sanlin R=# 44 - N - - N - N Vi
ZHANG Zhong ke 44 - - - 33 1 1 i i
DENG Wen* by 4 - - - - - - i o
Maria Majoire LO* BRT 44 - - - - - - " "
GAQ Tianpeng LN 44 - - - - i - (i ot
QIAO Fugui CE 44 - - - - - - " 0t
ZHOU Xiaoyin B i - - - - - - " ot
GAQ Dezhy Rt 44 BlE! i 1 33 i - i o
WU Chi Keung i 44 3B " " 3B - - " "
YEN Yuen Ho, Tony Bt 4 LIk i i 33 - - i 11

* Resigned on 30 November 2012

# Directors who were absent were occupied by other businesses

The Board met regularly during the year and on an ad hoc basis
as required by business needs. The Board's primary focus is to
determine and review the overall strategic development of the
Company and its subsidiaries and to oversee the achievement
of the plans in relation thereto. Daily operational decisions
are delegated to the executive directors and the senior
management.
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CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE
OFFICER

CG Code provision A2.1 stipulates that the role of Chairman
of the Board and Chief Executive Officer (“CEQ") should be
separate and should not be performed by the same individual.
During the year ended 31 December 2012, Mr. Yang Zhigiang
held the offices of Chairman of the Board and CEO of the
Company. The Board believes that vesting the roles of both
Chairman of the Board and CEO in the same person provides
the Company with strong and consistent leadership and allows
for effective and efficient planning and implementation of
business decisions and strategies.

The Company will continue to review the effectiveness of the
Group’s corporate governance structure and consider whether
any changes, including the separation of the roles of Chairman
of the Board and CEQ, are necessary.

INDEPENDENCE OF INDEPENDENT

NON-EXECUTIVE DIRECTORS

The Company has complied with the Listing Rules relating to
the appointment of a sufficient number of independent non-
executive directors (“INEDs"”) and at least one independent
non-executive director with appropriate professional
accounting or financial management experience. The
Company has received, from each of the INEDs, an annual
confirmation of his independence pursuant to Rule 3.13 of
the Listing Rules. The Company considers all of the INEDs are
independent.

The INEDs of the Company are independent of the
management and hence the Company considers that they are
free of any relationship that could potentially interfere with the
exercise of their independent judgment. None of the INEDs has
any business or financial interests with the Company nor has
any relationship with other directors of the Company.
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TERMS OF APPOINTMENT OF NON-EXECUTIVE
DIRECTORS

All of the non-executive directors and independent non-
executive directors have each entered into a letter of
appointment with the Company with a term commencing on

the appointment date and ending on the date of the third
annual general meeting or the date on which he or she shall

retire from office in accordance with the articles of association
of the Company and the Listing Rules and not having been re-
elected or his or her service contract is terminated before that.

Save as disclosed above, none of the directors being proposed
for re-election at the forthcoming annual general meeting
has a service contract with the Company or any of its
subsidiaries which is not terminable by the Group within one
year without payment of compensation (other than statutory
compensation).

BOARD COMMITTEES:

a) AUDIT COMMITTEE

The Company has established an Audit Committee with
written specific terms of reference in compliance with
the CG Code provisions. The Audit Committee of the
Company comprises three independent non-executive
directors, namely Mr. Wu Chi Keung (being Chairman of
Audit Committee), Mr. Gao Dezhu, and Mr. Yen Yuen
Ho, Tony, who together have the relevant accounting and
financial management expertise, industrial knowledge,
legal and business experience to discharge their duties.
The Audit committee had held 3 meetings during the
year ended 31 December 2012 to review and approve the
interim and annual results of the Company, review the
internal controls of the Group and to discuss audit issues
with the external auditors.

The principal duties of the Audit Committee are as
follows:

e Toreview the interim and annual financial statements
before they are submitted to the Board for approval;

e To make recommendations to the Board on, the
appointment, the re-appointment and removal of
the external auditors, and approve the remuneration
and terms of engagement of the external auditors,
and any questions of resignation or dismissal of that
auditors;
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b)

e To review and monitor the external auditors’
independence and objectivity and the effectiveness
of the audit process in accordance with applicable
standards;

e To review the Company’s financial controls, internal
controls, and risk management systems;

e To review the Company’s financial and accounting
policies and practice;

e To report to the Board on the matters set out in the
CG Code as required by the Stock Exchange of Hong
Kong Limited; and

e To review the terms and conditions of continuing
connected transactions of the Company.

REMUNERATION COMMITTEE

The Company had established a Remuneration Committee
with written specific terms of reference in compliance
with the CG Code provisions. The Company has adopted
the model for the Remuneration Committee to make
recommendations to the board on the remuneration
packages of individual director and senior management.
The Remuneration Committee comprises four members,
of whom one is an executive director, namely Mr.
Zhang Sanlin, and three are independent non-executive
directors, namely Mr. Gao Dezhu (being Chairman of
Remuneration Committee), Mr. Wu Chi Keung and Mr.
Yen Yuen Ho, Tony.

The principal duties of the Remuneration Committee are
as follows:

e To make recommendations with respect to the
remuneration of the directors and the senior
management of the Company for approval by the
Board;

e Toreview the remuneration package and recommend
salaries, bonuses, including the incentive awards for
directors and the senior management; and

e To administer and make determinations with regard
to the Company’s share option scheme.
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The Remuneration Committee sets out annually its
recommendations on the remuneration package of the
directors. In determining the package for a director,
the Remuneration Committee considers various factors,
including market comparability, complexity of duties, and
performance. During the year ended 31 December 2012,
the Remuneration Committee had held one meeting to
review and recommend to the Board the compensation
packages of the directors and the senior management of
the Company.

In order to attract, retain, and motivate executives and
key employees serving the Company, the Company has
terminated its previous share option scheme and, with the
approval of its shareholders in general meeting, adopted
a new share option scheme on 20 June 2012. Such
incentive scheme enables the eligible persons to obtain
an ownership interest in the Company and thus to reward
the participants who contribute to the success of the
Company’s operations.

NOMINATION COMMITTEE

The Company does not have a Nomination Committee
until 14 March 2012. The Board is empowered under
the Company’s article of association to appoint any
person as a director either to fill a casual vacancy or as
an addition to the Board. Qualified candidates will be
proposed to the Board for consideration and the selection
criteria are mainly based on the assessment of their
gualifications, experience and expertise as well as the
requirements under the Listing Rules. The Board selects
and recommends candidates for directorship having
regard to their skills and experience which are appropriate
to the Group’s business.

The Company established a Nomination Committee
on 14 March 2012 with written specific terms of
reference in compliance with the CG Code provisions.
Since then the Board has delegated the above duties
regarding the nomination of directors to the Nomination
Committee. The Nomination Committee of the Company
comprises four members, of whom one is an executive
director, namely Mr. Yang Zhigiang (being Chairman of
Nomination Committee), and three are independent non-
executive directors, namely Mr. Gao Dezhu, Mr. Wu Chi
Keung and Mr. Yen Yuen Ho, Tony.
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d)

The principal duties of the Nomination Committee are as
follows:

e toreview the structure, size and composition (including
the skills, knowledge and experience) of the Board on
a regular basis and make recommendations on any
proposed changes to the Board to complement the
Company's corporate strategy;

e to identify, select and nominate individuals suitably
qualified to become Board members and make
recommendations to the Board;

e to assess the independence of independent non-
executive directors on its appointment or when their
independence is called into question; and

e to make recommendations to the Board on the
appointment or re-appointment of the Directors and
succession plans for the Directors;

During the year ended 31 December 2012, the
Nomination Committee had held one meeting to review
the structure and composition of the Board.

OTHER COMMITTEES

On 14 March 2012, the Company also established a Risk
Management Committee, a Strategy and Investment
Committee and an Executive Committee to assist the
Board to review the significant daily operational matters
and thus make recommendations to the Board.
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CORPORATE GOVERNANCE FUNCTION

The Board is responsible for performing the corporate

governance functions with written specific terms of reference
in compliance with the CG Code provisions.

The duties of the Board in respect of corporate governance
function are summarized as follows:

e to develop and review the Company’s policies and
practices on corporate governance;

e to review and monitor the training and continuous
professional development of directors and senior
management;

e toreview and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

e to develop, review and monitor the code of conduct and
compliance manual applicable to directors and employees;
and

e to review the Company’s compliance with the Corporate
Governance Code and disclosure in the Corporate
Governance Report in the Company’s Annual Report.

ACCOUNTABILITY AND AUDIT

The directors acknowledge their responsibilities for preparing
the financial statements. As at 31 December 2012, the
directors were not aware of any material uncertainties
relating to events or conditions which may cast significant
doubt upon the Company’s ability to continue as a going
concern. Accordingly, the directors have prepared the financial
statements on a going-concern basis.

The responsibilities of the external auditors with respect to
financial reporting are set out in the independent auditors’
report attached to the financial statements.

INTERNAL CONTROL

The Board is responsible for the Group’s system of internal
controls and for reviewing its effectiveness. During the year
ended 31 December 2012, the Board has through the Audit
Committee reviewed to their satisfaction the effectiveness of
the Group’s system of internal controls, including financial,
operational and compliance controls and risk management
functions.
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PROFESSIONAL TRAINING AND DEVELOPMENT
Directors keep abreast of responsibilities as a director of
the Company and of the conduct, business activities and
development of the Company.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the
Board remains informed and relevant. Internally-facilitated
briefings for directors will be arranged and reading material on
relevant topics will be issued to directors where appropriate.
All directors are encouraged to attend relevant training
courses. During the year, relevant reading materials on legal
and regulatory updates have been provided by the Company
to all directors, namely Mr. Yang Zhigiang, Mr. Zhang Sanlin,
Mr. Zhang Zhong, Ms. Deng Wen (who has resigned on 30
November 2012), Ms.Maria Majoire Lo (who has resigned on
30 November 2012), Mr. Gao Tianpeng, Mr. Qiao Fugui, Ms.
Zhou Xiaoyin, Mr. Gao Dezhu, Mr. Wu Chi Keung, and Mr.
Yen Yuen Ho, Tony, for their reference and studying for the
purpose of Code provision A.6.5 of the CG Code.

COMPANY SECRETARY

In compliance with Rule 3.29 of the Listing Rules, the Company
Secretary of the Company has undertaken no less than 15
hours of relevant professional training during the year ended
31 December 2012.

SHAREHOLDERS' COMMUNICATION AND RIGHTS

The Company is committed to ensuring the Group's
compliance with its disclosure obligations under the Listing
Rules and other applicable laws and regulations. The Company
would ensure all shareholders and potential investors
have equal opportunities to receive and obtain the public
information issued by the Company.

The Company welcomes shareholders to attend the general
meetings to express their opinions and encourages all
directors to attend the general meetings to develop direct
communications with shareholders. The external auditors
are also required to attend the annual general meeting to
assist the directors in answering any pertinent questions from
shareholders. The Company regularly releases information to
its shareholders such as annual and interim reports, circulars
and notice of general meeting in accordance with the Listing
Rules.
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Set out below are procedures for shareholders of the Company
to convene an extraordinary general meeting, put enquiries to
the Board and put proposals at shareholders’ meetings. These
procedures are generally governed by the articles of association
of the Company and applicable laws, rules and regulations,

which prevail over the below information in case of any
inconsistencies.

a) Procedures for shareholders of the Company to
convene an extraordinary general meeting

1. One or more shareholders of the Company holding
at the date of deposit of requisition not less than
one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the
Company shall at all time have the right, by written
requisition, to require an extraordinary general
meeting to be called by the Board for the transaction
of any business specified in such requisition.

2. The requisition must be deposited at the principal
place of business of the Company in Hong Kong
or, in the event the Company ceases to have such
a principal place of business, the registered office
specifying the objects of the meeting and signed by
the requisitionists.

3. The requisition must specify the objects of the
meeting and be signed by the requisitionists. The
signatures of such requisitionists will be verified
by the Company’s share registrars or branch share
registrars (where applicable).

4. On the condition that the requisition from the
requisitionists is proper and in order, the Board
will within 21 days from the date of deposit of the
requisition proceed to convene an extraordinary
general meeting and such meeting for transacting
the business specified in the requisition shall be held
within 2 months after the deposit of such requisition.

5. If the Board fails to proceed to convene an
extraordinary general meeting within 21 days
from the date of deposit of a valid requisition,
the requisitionists themselves may convene an
extraordinary general meeting in the same manner as
that in which extraordinary general meeting is to be
convened by the Board, and all reasonable expenses
incurred by the requisitionists as a result of the failure
of the Board shall be reimbursed to them by the
Company.
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b) Procedures for shareholders to put enquiries to the
Board

Shareholders of the Company who have enquiries for the
Board are most welcomed to contact the Company at any
time and such enquiries will be forwarded to the Board.
The contact details are as follows:

Address: Suite 1203B, 12/F, Tower 1, Admiralty Centre,
18 Harcourt Road, Hong Kong

Facsimile: (852) 3163 1851

E-mail: info@jinchuan-intl.com

¢) Procedures for shareholders to put proposals at
shareholders’ meetings

Shareholders of the Company are advised to follow
Article 12.3 of the articles of association of the Company
for including a resolution through a valid requisition of
an extraordinary general meeting. Details are set out in
paragraph a) above.

INVESTOR RELATIONS

Updated information of the Group is available to investors
via the Group’s website www.jinchuan-intl.com. All material
information such as circulars, annual and interim reports and
procedures for nomination of directors for election can be
accessed from the Group's website.

On 28 March 2012, the Company adopted a new set of
memorandum and articles of association for the purpose of
conforming with, and addressing some practical issues under
the Listing Rules and the applicable requirements under the
Companies Law (2011 Revision) of the Cayman Islands.

Save as disclosed above, there has been no change in the
Company's constitutional documents during the year ended 31
December 2012.

AUDITORS' REMUNERATION

The Group's external auditors are Ernst & Young. The auditors’
remuneration for the year ended 31 December 2012 is
HK$1.69 million out of which HK$1.61 million was related to
audit services for the consolidated financial statements and
HK$0.08 million was related to non-audit services.
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DIRECTORS AND SENIOR MANAGEMENT

EEREREERRE

EXECUTIVE DIRECTORS

Yang Zhiqiang (Chairman of the Board and Chief Executive
Officer)

Mr. Yang Zhigiang, aged 55, PhD, professor-grade senior
engineer, currently the president of the ultimate holding
company, Jinchuan Group Co., Ltd* &/ EEERHERA
&) ("Jinchuan Group”) which is a large-scale non-ferrous
mining conglomerate, specializing in mining, concentrating,
metallurgy, chemical engineering and further processing.
Mr. Yang joined the Jinchuan Group in 1982 and had served
as the deputy general manager in Jing Hang Engineering

Company (3% T2 7)) of the Jinchuan Group, deputy chief
engineer and general manager of the corporate management
division in the Jinchuan Group, deputy general manager in
the Jinchuan Group, president and general manger of Silver
Non-ferrous Metals Company (HERB B & E/AF]), and the
deputy director of the Development and Reform Commission
of Gansu Province. Mr. Yang, as the president of the Jinchuan
Group, has over 30 years of extensive experience in resources
development, mine construction, large-scale metal selection
and group production, marketing and capital management.

Zhang Sanlin

Mr. Zhang Sanlin, aged 48, a senior economist, completed
his postgraduate studies in business management. He joined
the Jinchuan Group in July 1985 and since then has been
consecutively responsible, at the smelting plant, for statistics
and production planning, and at the management division
of the Jinchuan Group, for corporate management and
corporate transformation, and at the mines under the Jinchuan
Group, for management, and at the management division
of the Jinchuan Group, for asset restructuring, institutional
adjustment, capital restructuring and share listing, merger and
acquisition and asset management. He is currently the deputy
general manager of the Jinchuan Group and is responsible
for the Jinchuan Group’s asset management, legal matters
and community management. He has extensive experience
in mining business management and corporate asset
management. He is also a director of Albidon Limited since
September 2010, a company listed on the Australian Securities
Exchange.

*  For identification purpose only (£ #2445
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DIRECTORS AND SENIOR MANAGEMENT

Zhang Zhong

Mr. Zhang Zhong, aged 47, EMBA, graduated from Xi’an
Jiaotong University, currently the managing director of
Jinchuan Group (Hongkong) Resources Holdings Limited.
For over 24 years, Mr. Zhang has consecutively served as
the head of the computer center of the Jinchuan Group, the
director of the research institute of automation, liaison officer
on overseas projects of the Jinchuan Group, head of the
information centre of the Jinchuan Group, the president of
Gansu Jinchuan Jin Ge Mining Vehicles Company Limited (&
Fe)ISREXEHAMR AT, a Sino-German joint venture,
the president (and general manager) of Jinchuan Group
Mechanics Manufacturing Limited (& )!| 5 B #2238 A 7))
and the general manager of the planning and development
division of the Jinchuan Group. He has extensive operation and
management experience in the mining industry.

NON-EXECUTIVE DIRECTORS

Gao Tianpeng

Mr. Gao Tianpeng, aged 41, currently the general manager
of the asset management division of the Jinchuan Group. For
the 18 years since he has joined the Jinchuan Group, Mr. Gao
has served as the cost manager of the finance division, finance
manager of the international trading arm and general manager
of the risk management division of the Jinchuan Group. Mr.
Gao, currently as the director of the overseas investment
projects and corporate merger and acquisition divisions of
the Jinchuan Group, has extensive experience in financial cost
management, risk management and asset management.

Qiao Fugui

Mr. Qiao Fugui, aged 47, Master of Engineering, holder of
postgraduate qualification, currently the assistant to the
general manager and the general manager of the mineral
resources division of the Jinchuan Group. Mr. Qiao joined
the Jinchuan Group in 1988. He has previously served as the
deputy general manager of the planning and development
division of the Jinchuan Group, the director of three mining
zones of the Jinchuan Group, general manager of the mining
division of the Jinchuan Group, the president of Gansu Jin
Ao Mining Limited (H&R & RIEZX£ 2 7)), the joint venture
established by the Jinchuan Group and BHP Billiton. He is also a
director of GobiMin Inc., a company listed on the TSX Venture
Exchange in Canada, since 2007. He has expertise in technical
aspects of mine exploration and development and extensive
experience in operation and management.
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DIRECTORS AND SENIOR MANAGEMENT
EEREREERRE

Zhou Xiaoyin

Ms. Zhou Xiaoyin, aged 35. Ms. Zhou obtained a bachelor’s
degree in legal studies from Lanzhou University of Finance
in China in 1999 and joined the Jinchuan Group in the same
year. She obtained the Certificate of Chinese Professional
Legal Qualification in 2002 and acted as the Jinchuan Group's
counsel on a long-term basis. Ms Zhou, as a business executive
involved in the major overseas investment and finance projects
of the Jinchuan Group, has a good understanding of the
operations of international mining projects and extensive
professional knowledge and experience.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Gao Dezhu

Mr. Gao Dezhu, aged 73, is a senior economist. He has
served as the deputy general manager of Bank of China and
the vice minister of the State Non-ferrous Metals Industry
Administration (IEXBEEEB T%/E). He is currently
the executive vice chairman of the China Non-ferrous
Metals Industry Association and a part-time professor
of China Renmin University, the Graduate School of the
People’s Bank of China, Liaoning University, Central South
University of Technology and Kunming University of Science
and Technology. Mr. Gao has served as an independent
non-executive director of Western Mining Co., Ltd., Hainan
Xingye Polyester Co., Ltd. (the shares of these companies are
listed on the Shanghai Stock Exchange) and Jiangxi Copper
Company Limited (the shares of which are listed on the Main
Board of the Stock Exchange). In addition, Mr. Gao was also
an independent non-executive director of Anhui Tongdu
Copper Stock Co., Ltd, Ningxia Orient Tantalum Industry Co.,
Ltd. (the shares of both companies are listed on the Shenzhen
Stock Exchange), BGRIMM Magnetic Materials & Technology
Co., Ltd (the shares of which are listed on the Shanghai Stock
Exchange) and China Molybdenum Co., Ltd (the shares of
which are listed on the Main Board of the Stock Exchange). Mr.
Gao has extensive experience in finance and management in
the non-ferrous metals industry.
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DIRECTORS AND SENIOR MANAGEMENT

Wu Chi Keung

Mr. Wu Chi Keung, aged 56, graduated from Hong Kong
Polytechnic (now known as Hong Kong Polytechnic University)
in 1980 with a Higher Diploma in Accountancy. He has
more than 30 years of experience mainly in financial audit
and specializes in providing auditing and assurance services,
financial due diligence reviews, support services for merger
and acquisitions, corporate restructuring and fund raising
engagements. Mr. Wu's prior experience in finance mainly
includes working with international accounting firms until he
retired as a partner from Deloitte Touche Tohmatsu in 2008.
Mr. Wu is currently the managing director of a family-owned
private company in Hong Kong engaging in property and other
investment activities. He is an independent non-executive
director of China Medical System Holdings Limited, Zhong
Fa Zhan Holdings Limited (formerly known as Noble Jewelry
Holdings Limited) and China Renji Medical Group Limited (the
shares of these companies are listed on the Main Board of
the Stock Exchange) and GreaterChina Professional Services
Limited (the shares of which is listed on the GEM Board of
the Stock Exchange). Mr. Wu was also an independent non-
executive director of JF Household Furnishing Limited, the
shares of which are listed on the Main Board of the Stock
Exchange. Mr. Wu is a member of the Hong Kong Institute
of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants.

Yen Yuen Ho, Tony

Mr. Yen Yuen Ho, Tony, aged 65, is a solicitor of Hong Kong
and the United Kingdom. He is also a barrister and solicitor of
Australia, and was a member of the Government’s Law Reform
Commission. Mr. Yen has been practicing law in Hong Kong
since 1983 and was the Law Draftsman of the Department of
Justice in Hong Kong from 1995 to 2007.

Currently, Mr. Yen is an Adjunct Professor at the City University
of Hong Kong and a Court Member of the Hong Kong
University of Science and Technology. He is a Director of the
Hong Kong Institute for Public Administration and an Honorary
Legal Adviser to the Friends of Scouting, Scout Association of
Hong Kong. Additionally, Mr. Yen serves as the Director of two
secondary schools, the Vice Chairman of the Neighbourhood
Advice Action Council and a Member of Heep Hong Society’s
Executive Council. He is also an Honorary Adviser to the Pok
Qi Hospital and the Honorary Legal Adviser to the Shanghai
Fraternity Association, and serves as a member to the Hong
Kong Law Society’s Mainland Legal Affairs Committee. In April
2009, Mr. Yen was appointed by the Hong Kong Government
as the Vice-Chairman of the Social Welfare Lump Sum Grant
Independent Complaints Handling Committee. Mr. Yen also
serves as a guest speaker to various universities in Hong Kong.
He is an independent non-executive director of Goldpoly New
Energy Holdings Limited, the shares of which are listed on the
Main Board of the Stock Exchange.
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DIRECTORS AND SENIOR MANAGEMENT

EEREREERRE

COMPANY SECRETARY AND CHIEF FINANCIAL OFFICER
Wong Tak Chuen

Mr. Wong Tak Chuen, is a fellow member of both the Hong
Kong Institute of Certified Public Accountants and the
Association of Chartered Certified Accountants in the United
Kingdom, as well as a member of the Institute of Chartered
Accountants in England and Wales. Mr. Wong has over
20 years of experience in auditing, financial management,
mergers and acquisitions gained from various senior finance

related positions in an international accounting firm in Hong
Kong, companies listed in Hong Kong and a company listed in
the United States.

CHIEF ADMINISTRATIVE OFFICER

Maria Majoire Lo

Ms. Maria Majoire Lo, has over five years of creative
management experience in the United States and over
two years experience of investment management in Asia.
Previously, she was the producer of a mid-sized advertising
firm, and was the public relations manager of one of the
world’s largest live internet platforms. She also worked for
an investment firm and was involved in the overall strategic
management of multinational companies and analyzing
potential investment details. Ms. Lo received her Bachelor
of Arts in Annenberg School for Communication and minor
certificate in Cinema- Television from the University of
Southern California, USA. Ms. Lo was an executive director of
the Company until 30 November 2012 when she resigned from
that role.

SENIOR VICE PRESIDENT - TRADING

Peter John Deneen

Mr. Peter John Deneen, has over 20 years of experience as
a metals trader, formerly based in Beijing as a permanent
resident and chief representative of Cometals, a division of
Commercial Metals Company (NYSE: CMC). He later headed
up Samsung America’s worldwide alumina team, a major
supplier to the Chinese aluminum industry. Mr. Deneen also
knows the copper industry, having traded copper concentrates
and cathodes for many years, and was a former director of
Erdmin, a Mongolian refined copper producer. He holds a
master’s degree in International Management (M.l.M) from
the American Graduate School of International Management
(Thunderbird), and a B.A. in Chinese Studies and economics
from Hampshire College in Amherst, Massachusetts. Mr.
Deneen is fluent in Mandarin Chinese.
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The directors present their report and the audited financial
statements of the Company and the Group for the year ended
31 December 2012.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 17 to the
financial statements.

RESULTS AND DIVIDENDS

The Group's loss for the year ended 31 December 2012 and
the state of affairs of the Company and the Group at that date
are set out in the financial statements on pages 40 to 143.

No dividend has been paid or declared by the Company in
respect of the year ended 31 December 2012.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results and of the assets, liabilities
and non-controlling interests of the Group for the last five
financial years, as extracted from the audited financial
statements and reclassified as appropriate, is set out on page
144. This summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT

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

BANK BORROWINGS
Particulars of bank borrowings of the Group as at 31 December
2012 are set out in note 27 to the financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share
options during the year are set out in notes 31 and 32 to the
financial statements.

PURCHASES, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during
the year ended 31 December 2012.
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EEEHRE

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 33 to the financial

statements and in the consolidated statement of changes in
equity, respectively.

DISTRIBUTABLE RESERVES

The Company's reserves available for distribution to
shareholders as at 31 December 2012 represented the
aggregate of share premium account, special reserves and
accumulated losses, which amounted to HK$709,549,000
(2011: HK$727,318,000).

DIRECTORS
The directors of the Company during the year and up to the
date of this report were:

Executive directors:

Mr. YANG Zhigiang (Chairman of the Board)

Mr. ZHANG Sanlin

Mr. ZHANG Zhong

Ms. DENG Wen (resigned on 30 November 2012)

Ms. Maria Majoire LO (resigned on 30 November 2012)

Non-executive directors:
Mr. GAO Tianpeng

Mr. QIAQ Fugui

Ms. ZHOU Xiaoyin

Independent non-executive directors:
Mr. GAO Dezhu

Mr. WU Chi Keung

Mr. YEN Yuen Ho, Tony

In accordance with the provisions of the Company’s articles of
association, Mr. Zhang Sanlin, Mr. Gao Tianpeng and Mr. Yen
Yuen Ho, Tony will retire at the forthcoming annual general
meeting and, being eligible, offer themselves for re-election.
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DIRECTORS’ SERVICE CONTRACTS

All of the non-executive directors and independent non-
executive directors have entered into a letter of appointment
with the Company with a term commencing on the
appointment date and ending on the date of the third annual
general meeting or the date on which he or she shall retire
from office in accordance with the articles of association of the
Company and the Listing Rules and not having been re-elected
or his or her service contract is terminated before that.

Save as disclosed above, none of the directors being proposed
for re-election at the forthcoming annual general meeting has
a service contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year
without payment of compensation (other than statutory
compensation).

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES OF THE COMPANY OR
ITS ASSOCIATED CORPORATIONS

As at 31 December 2012, none of the directors and the
chief executives of the Company had any interest or short
position in the shares, underlying shares and debentures
of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(the "SFO")) which are required: (a) to be notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part
XV and the SFO (including interests or short positions which
he is taken or deemed to have under such provisions of the
SFO); (b) pursuant to Section 352 of the SFO, to be entered
in the register referred to therein; or (c) to be notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers as set
out in Appendix 10 to the Listing Rules.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES

Save as disclosed in the section headed “Share Option

Scheme” below, at no time during the year ended 31
December 2012 were rights to acquire benefits by means of

the acquisition of shares in, or debentures of, the Company
granted to any of the directors or their respective spouses or
minor children, or were any such rights exercised by them;
nor 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 any other body
corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance, to which the Company, its
subsidiaries, its holding company or any of its subsidiaries were
a party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Further details of the Scheme are disclosed in note
32 to the financial statements.

There was no share option of the Company outstanding at the
end of the year ended 31 December 2012.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 31 December 2012, so far as is known to any director or
chief executive of the Company, the following persons (i) had
interests or short positions in the shares and underlying shares
of the Company which were recorded in the register required
to be kept by the Company under section 336 of the SFO; or
(i) were, directly or indirectly, interested in 5% or more of the
nominal value of any class of share capital carrying the right to
vote in all circumstances at general meetings of the Company
or any options in respect of such capital.
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Long position in the shares of the Company REATBRE A
Approximate
Percentage
Number of interest
Name of Capacity/ of shares (%)
shareholder Note nature of interest held EZEY
%8 B &£ 5% HEEMtE RGO B B (%)
Jinchuan Group Co., Ltd* ) Interest of a controlled 1,667,142,857 60.5
I EERNDBRAF corporation
By EE R
Jinchuan Group (Hongkong) (1) Interest of a controlled 1,667,142,857 60.5
Resources Holdings Limited corporation
SNEB (FB) ERERBR QA BiELE R
Jinchuan BVI Limited (1) Interest of a controlled 1,667,142,857 60.5
2 JIIBVNE R R A corporation
BT rEER
Jinchuan (BVI) 1 Limited Beneficial owner 956,557,377 34.7
BV B R A A EnEA A
Jinchuan (BVI) 2 Limited Beneficial owner 437,283,372 15.9
& JIIBVIRAB R A A EnEAA
Jinchuan (BVI) 3 Limited Beneficial owner 273,302,108 9.9
EJI(BVN3BERA A EnEA A
Note: foaE -
1. lJinchuan Group Co., Ltd* directly owns 100% of the issued share 1. RIEEROERIADNEEFER/IIEE (FE)ER

capital of Jinchuan Group (Hongkong) Resources Holdings Limited
which in turn owns 100% of the issued share capital of Jinchuan BVI
Limited which owns 100% of the issued share capital of Jinchuan
(BVI) 1 Limited, Jinchuan (BVI) 2 Limited and Jinchuan (BVI) 3 Limited.
Therefore, Jinchuan Group Co., Ltd*, Jinchuan Group (Hongkong)
Resources Holdings Limited and Jinchuan BVI Ltd are deemed to have
an interest in 1,667,142,857 shares under the SFO.

*  For identification purpose only (£ 5
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BB AR ARBESIBVYERARIEEITHRAZ
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Save as disclosed above, as at 31 December 2012, so far as is
known to any director or chief executive, no other person (i)
had interest or short positions in the shares and underlying
shares of the Company which were recorded in the register
required to be kept by the Company under Section 336 of the
SFO, or (ii) were, directly or indirectly, interested in 5% or more
of the nominal value of any class of share capital carrying the
right to vote in all circumstances at general meetings of the
Company or any options in respect of such capital.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the sales attributable to the Group’s largest
customer accounted for 95% of the Group’s total sales and
the aggregate sales attributable to the Group’s five largest
customers accounted for 96% of the Group’s total sales.

During the year, the purchases attributable to the Group’s
largest supplier accounted for 40% of the Group's total
purchases and the aggregate purchases attributable to the
Group'’s five largest suppliers accounted for 98% of the
Group's total purchases.

At no time during the year did a director, an associate of
a director, or a shareholder of the Company (which to
the knowledge of the directors own more than 5% of the
Company’s issued share capital) had any interest in any of the
Group'’s five largest customers or suppliers for the year ended
31 December 2012, save that Jinchun group Co., Ltd* was the
largest customer of the Group.

RETIREMENT BENEFIT SCHEMES

The Group strictly complies with the Mandatory Provident Fund
Ordinance in making mandatory contributions for its staff in
Hong Kong and staff retirement fund for those staff in the
People’s Republic of China.

PRE-EMPTIVE RIGHTS

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

COMPETING INTERESTS

Save as disclosed in this report, none of the directors of the
Company and their respective associates (as defined in the
Listing Rules) had an interest in a business which competes or is
likely to compete with the business of the Group.

*  For identification purpose only (£ 5
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is set
out by the Board on the basis of their merit, qualifications and
competence.

The emoluments of the directors of the Company are decided
by the Board, having regard to the Company’'s operating
results, individual performance and comparable market
statistics as well as the recommendations of the Remuneration
Committee of the Board.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme is set out in note 32 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Board, as at the date of this
report, the Company has maintained sufficient public float
not less than 25% of the Company’s issued shares as required
under the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

On 18 July 2011, the Group entered into a sale and purchase
agreement (“Sale and Purchase Agreement”) with Jinchuan
Group Co., Ltd* in relation to the trading of mineral and metal
products between the Group and Jinchuan Group Co., Ltd*
and its associates (for the purpose of the continuing connected
transactions, excluding the Group) for the period from the
date of approval by the independent shareholder (24 August
2011) to 31 December 2013. As Jinchuan Group Co., Ltd*
is indirectly interested in 60.5% of the equity interest in the
Company, it is a connected person of the Company under the
Listing Rules. Accordingly, the Sale and Purchase Agreement
constitutes a continuing connected transaction (“CCT") for the
Company under Chapter 14A of the Listing Rules.

On 24 August 2011, the above CCT and the proposed annual
caps for the CCT for the remaining part of the year ended 31
December 2011 and for the two years ending 31 December
2013 were approved by the independent shareholders of the
Company. Details of the CCT are set out in the announcement
of the Company dated 18 July 2011 and in the circular to
shareholders of the Company dated 8 August 2011.

The proposed annual cap for the CCT for the year ended
31 December 2012 was HK$9,336 million. The actual
amount paid under the Sale and Purchase Agreement was
approximately HK$1,741 million.

*  For identification purpose only £ 5
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The above CCT for the year ended 31 December 2012 have
been reviewed by the independent non-executive directors

of the Company. The independent non-executive directors of
the Company have confirmed that the CCT have been entered
into:

a) inthe ordinary and usual course of business of the Group;

b) either on normal commercial terms or on terms no less
favourable to the Group than terms available to or from
independent third parties; and

¢) in accordance with the respective terms of the Sale and
Purchase Agreement on terms that are fair and reasonable
and in the interests of the shareholders of the Group as a
whole.

The Company’s auditors were engaged to report on the
Group’s CCT in accordance with the Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information”
and with reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditors have issued an unqualified
letter containing their findings and conclusions in respect of
the CCT for the year ended 31 December 2012 in accordance
with Rule 14A.38 of the Listing Rules. A copy of the auditors’
letter has been provided by the Company to the Stock
Exchange.

EVENTS AFTER THE REPORTING PERIOD

Details of events after the reporting period are disclosed in
note 41 to the financial statements.
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AUDITORS

During the year, Ernst & Young were the auditors of the
Company. A resolution for the reappointment of Ernst &
Young as auditors of the Company will be proposed at the
forthcoming annual general meeting.

The previous auditors of the Company was East Asia Sentinel
Limited (“EA Sentinel”). EA Sentinel resigned as auditors of the
Company with effect from 24 December 2010. The reason for
the change of auditors of the Company was that the Company
and EA Sentinel could not reach an agreement in relation to
the audit fee for the financial year ended 31 December 2010.
Ernst & Young was appointed as the auditors of the Company
following the resignation of EA Sentinel. Details of the change
of auditors are set out in the announcement and circular of the
Company dated 28 December 2010.

By order of the Board

YANG Zhigiang
Chairman of the Board

Hong Kong, 21 March 2013
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INDEPENDENT AUDITORS’ REPORT
B ZBENRE

To the shareholders of Jinchuan Group International
Resources Co. Ltd
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements
of Jinchuan Group International Resources Co. Ltd (the
“Company”) and its subsidiaries (together, the “Group”) set
out on pages 40 to 143, which comprise the consolidated and
company statements of financial position as at 31 December
2012, and the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and
other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of consolidated financial statements that give a
true and fair view in accordance with International Financial
Reporting Standards issued by the International Accounting
Standards Board 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.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit. Our
report is made solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our audit in accordance with International
Standards on Auditing issued by the International Auditing
and Assurance Standards Board. Those standards require that
we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether
the consolidated financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected
depend on the auditors’ judgement, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making
those risk assessments, the auditors consider internal control
relevant to the entity’s preparation of consolidated financial
statements that give a true and fair view 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 entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and
of the Group as at 31 December 2012, and of the Group’s
loss and cash flows for the year then ended in accordance
with International Financial Reporting Standards and have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
22/F CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

21 March 2013
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FeEXEKRRE

Year ended 31 December 2012

BE-Z——Ft+-A=1+—HI4ERE

2012 2011
—8-—f -—T—~&
Note HK$'000 HK$' 000
Bt 5 FExT FAET

REVENUE Ui = 6 1,842,679 129,394
Cost of sales 55 AR (1,759,796) (42,022)
Gross profit £ A 82,883 87,372
Other income and gains H A A R Wz 6 9,838 10,568
Selling and distribution costs #HE & KR (34,458) (54,225)
Administrative expenses TERAX (59,783) (59,736)
Costs associated with equity-settled JR 7N 45 B A b A A A AR

share options - (969)
Finance costs B 75 B 2R 7 (1,746) (1,471)
LOSS BEFORE TAXATION BRELATE 1R 8 (3,266) (18,461)
Income tax (expense)/credit Fris®i (M) & 10 (4,102) 375
LOSS FOR THE YEAR FABE (7,368) (18,086)
OTHER COMPREHENSIVE INCOME Hib2mEKE
Exchange differences on translation of H#E/BINEE 2 [EH =58

foreign operations 247 998
TOTAL COMPREHENSIVE LOSS AEER2HE

FOR THE YEAR EEARE (7,121) (17,088)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FezEakaw
Year ended 31 December 2012 BE X"+ HA=Z+—HI1L4%
2012 2011
—E2——F —ZT—%F
Note HK$' 000 HK$' 000
B 3T FH& T F& T
Loss attributable to: THIATE(EEE :
Owners of the parent (SYNEIEZS PN 1 (7,367) (18,084)
Non-controlling interests SEIE AR HE = (1) (2)
(7,368) (18,086)
Total comprehensive THA TG
loss attributable to: FHBELERE
Owners of the parent ISYNSIE/FS PN (7,120) (17,086)
Non-controlling interests FEIE AR = (1) (2)
(7,121) (17,088)
LOSS PER SHARE ATTRIBUTABLETO B A REERR
ORDINARY EQUITY HOLDERS OF BB AR
THE PARENT BREE 12
Basic and diluted: AEARNEE
For loss for the year FAEE HKO0.27 centsB{li  HKO.66 cents/& L
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

REeEMBERAE
31 December 2012 —F -+ _A=+—H
2012 2011
—F-=F —T——F
Note HKS'000  HK$’000
B 3T FE T FE& T
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - WEREZE 13 26,555 35,719
Prepaid land lease payments ENLwHEe 14 3,482 4,035
Intangible assets B AE 16 15,706 15,706
Long term deposits REIFR 2,000 2,000
Total non-current assets IEmBEEBTE 47,743 57,460
CURRENT ASSETS REBEE
Available-for-sale investments AHEERE 18 - 16,969
Derivative financial instruments PTEEmIA 19 34,917 -
Inventories FE 20 17,588 24,848
Trade and bill receivables E 5 WG IE &
JEU T i 21 1,338,265 15,727
Prepayments, deposits and FEARIE - RE Rk
other receivables H b fE Y IR 22 14,650 17,188
Due from related parties JE U B BSE A - 5KI8 23(a) 2,852 2,480
Restricted cash deposits SR HIIR & T3 24(b) 39,833 -
Cash and cash equivalents RekReFEEE 24(a) 302,099 713,697
Total current assets M EEBRE 1,750,204 790,909
CURRENT LIABILITIES REBEE
Derivative financial instruments 1THEepT A 19 35,314 -
Trade and bill payables B S ENIER
AN 25 933,216 13,146
Other payables and accruals H &~ 5RI8 [
fEET & H 26 36,868 42,369
Interest-bearing bank borrowings FFRIRITEE 27 16,933 23,373
Due to related parties JE < B ESE A - 5KI8 23(b) 18,966 9,077
Tax payable JE 1~ 75218 5,824 1,650
Finance lease payables ERRERE 28 115 388
Due to non-controlling shareholder JE 1B /B8 A B 2 FEFERR
of subsidiaries % 3 2 38 29 593 600
Total current liabilities mEBEERE 1,047,829 90,603
NET CURRENT ASSETS REBEEFE 702,375 700,306
TOTAL ASSETS LESS CURRENT REERRBARG
LIABILITIES 750,118 757,766
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FEBBERAE
31 December 2012 —F -+ _A=+—H
2012 2011
—g--F —z——F
Note HK$’ 000 HK$' 000
B 7 FHET FAT
NON-CURRENT LIABILITIES kRBEE
Provision for long service payments REIRB B R E 232 452
Finance lease payables ERRERE 28 54 126
Deferred tax liabilities FEXERIBAEE 30 1,541 1,776
Total non-current liabilities EmBBERERE 1,827 2,354
NET ASSETS EERE 748,291 755,412
EQUITY =
Equity attributable to owners FRAREE A
of the parent Bl
Issued capital B2EITIRA 31 27,549 27,549
Reserves {1 33(a) 721,569 728,689
749,118 756,238
Non-controlling interests FERER (827) (826)
TOTAL EQUITY DB 748,291 755,412
YANG Zhigiang ZHANG Zhong
= RA
Director Director
- EZE
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STATEMENT OF FINANCIAL POSITION

MERAE
31 December 2012 —F -+ _A=+—H
2012 2011
—F-=F —T——F
Note HK$'000 HK$' 000
B 3T FE& T FHETT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - BB NEE 13 318 317
Interests in subsidiaries NG ¥ 17 632,995 448,723
Total non-current assets EMBEEBE 633,313 449,040
CURRENT ASSETS REBEE
Prepayments, deposits and FEMRIE - Be Kk
other receivables H b e U s 0E 22 1,033 2,225
Cash and cash equivalents RekReFBEEE 24(a) 107,487 305,644
Total current assets BB ELE 108,520 307,869
CURRENT LIABILITIES REBEE
Other payables and accruals H AR HIB R
fEETE A 26 4,735 1,996
Finance lease payables ENEMERE 28 - 12
Total current liabilities mEBEERE 4,735 2,008
NET CURRENT ASSETS REEEFEE 103,785 305,861
NON-CURRENT LIABILITIES FREBEAR
Finance lease payable ENEERE 28 - 34
NET ASSETS EEZEE 737,098 754,867
EQUITY R
Issued capital [RELEEY N 31 27,549 27,549
Reserves ] 33(b) 709,549 727,318
TOTAL EQUITY FE S 4R 737,098 754,867

YANG Zhigiang

= e

700

Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

=l —%
FAgaEnx
Year ended 31 December 2012 BE_Z -+ A=1+—HILEE
Attributable to owners of the parent
BARERAEL

Share Share Exchange Non-
Issued  premium option Reserve Contributed fluctuation Accumulated controlling Total
capital account reserve funds surplus reserve losses Total interests equity

BRE Bl

BRTRE  ROEER E1] fEE  HARS®  RBRE  RHER & FERES BEs

HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS$'000  HKS'000  HKS'000

Tn Thr TEn Tn Tin THr Thn Tn Thr T#n
(note31)  (note31)  (note32) (note33(a)) (note33(a))
(R&31) (&) (W&32)  (MEE3s)  (WEF33(a)

At 1 January 2012 WZE-—%-f-H 27,549 1,201,949 - 132 3 17,879 (498,533) 756,238 (826) 755,412
Loss for the year rEEER - - - - = = (7.367) (7.367) (1) (7.368)
Other comprehensive EREHZENE

income for the year:

Exchange differenceson ~ EEINEH
translation of foreign JERER

operations - - - - - 247 - 247 = 247
Total comprehensive FREEBERLE
|oss for the year - - - - - 247 (7,367) (7,120) (1) (7,121)
Transfer of share premium PR EEE A
to accumulated losses ZEHER - (503,101) - - - - 503,101 - - -
At 31 December 2012 RZE-ZE+-fA=+-H 27,549 698,848+ -* 7321* 35 18,126* (2,799)* 749,118 (827) 748,291
At 1 January 2011 RZE-—F-f-H 27,285 1,178,530 7,138 7321 73 16,881 (480,449) 756,779 (824) 755,955
Loss for the year TEERR - - - - - - (18,084 (18,084 ) (18,086)
Other comprehensive EREHIENE
income for the year:
Exchange differenceson ~ BEFNEE
translation of foreign LERER
operations - - - - - 998 - 998 - 998
Total comprehensive FREEREAE
loss for the year - - - - - 998 (18,084)  (17,086) @2) (17,088
Equity-settled share option A& EBRRES
arrangement - - 969 N - - N 969 - 969
Transfer of share option rd-bedild
reserve upon the BREREER
exercise of option - 8,107 (8,107) - - - - - - -
Issue of shares EL10) %4 15312 - - - - - 15576 - 15576
At 31 December 2011 RZE-—F+-A=1-H 27,549 1,201,949* -* 1321* 73* 17,879%  (498,533)* 756,238 (826) 755,412
*  These reserve accounts comprise the consolidated reserves of * BREREBRAECREGEENBERIRAZEE FE
HK$721,569,000 (2011: HK$728,689,000) in the consolidated 721,569,000/ (=& ——4 : 728,689,000/ 7T) °

statement of financial position.

Dividend 8=
No dividend has been paid or declared by the Company in RKARIWTNENSETIREEZ —_E——F+—
respect of the year ended 31 December 2012 (2011: Nil). A=+—RHIIEEZBE (T —F : #|) -
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CONSOLIDATED STATEMENT OF CASH FLOWS

HEHaRER

Year ended 31 December 2012

BE-Z——Ft+-A=1+—HI4ERE

2012 2011
—E--F —T——F
HK$’000 HK$’ 000
FHET FAETT
CASH FLOWS FROM OPERATING REXBZHERE
ACTIVITIES
Loss before taxation BR 5% Al &5 18 (3.266) (18,461)
Adjustments for: KRR
Gain on disposal of available-for-sale &R HERE 2 Wz
investments (281) -
Gain on disposal of a subsidiary HE—HEKE ARz W (8) (762)
Change in fair value of derivative TETmMIAEZ
financial instruments, net N EEH)FE 392 -
Finance costs B 7 X 7R 1,746 1,471
Interest income FMEWA (7,665) (6,744)
(Reversal of)/provision for long RHRE S (BE) BE
service payments (220) 99
Depreciation e 7,413 10,195
Write-back of inventories to net FE®EDZE#
realisable value REEFHE (373) (243)
Loss on disposal and write-off of HERMEYE  BE K
items of property, plant and REBEEB BB
equipment 5,162 920
Amortisation of prepaid land lease AR LA B 2 8
payments 688 613
Equity-settled share option expense IRANAE B RS IR i AE R 7 2 - 969
Impairment of trade and bill receivables & 5 & Ug FIE &
EWRIE 2R (E 1,900 4,559
5,488 (7,384)
Decrease in inventories FERLD 7,633 7,389
Increase in trade and bill receivables B 5 FE WU IE K FE U = R 4L N (1,324,438) (9,802)
Decrease in prepayments, deposits B RIE - e REAM
and other receivables JE W SR TR R 2,401 6,876
Increase/(decrease) in trade and bill B RENFIENENEE
payables @ R ) 920,075 (4,123)
Decrease in other payables and FAh & 1~ 5K I8 & JE FT SR IE
accruals S (5.501) (5,541)
Increase in balances with related B B A T RIS N
companies 2,418 5,076
Payment for long service payment IR ERHRG S - (154)
Increase in restricted cash deposits X R H138 & 17 338 i (39,833) -
Cash used in operations KEXBHRE (431,757) (7,663)
Interest paid 2 ALE (1,725) (1,429)
Interest element of finance lease BEMEME SN K ZF B
rental payments (21) (42)
Taxes paid EAHIE (163) (264)
Net cash flows used in operating REXBERASFE
activities (433,666) (9,398)

46 JINCHUAN GROUP INTERNATIONAL RESOURCES CO.LTD |  ANNUAL REPORT 2012



CONSOLIDATED STATEMENT OF CASH FLOWS

REBaRER
Year ended 31 December 2012 BE_Z "+ A=+ —HIEHFE
2012 2011

—E——-F —ZT——%F
HK$'000 HK$" 000

FERT FHETT

CASH FLOWS FROM INVESTING REZHZHERE

ACTIVITIES
Bank interest received B2 UERITF B 7,665 6,744
Purchases of items of property, BEWE BENLKEEER

plant and equipment (3,247) (5,682)
Proceeds from disposal of HEHEERE ZFERIE

available-for-sale investments 17,250 -
Proceeds from disposal of a subsidiary & — B A 7 2 {5 3%E 10 69,769
Net cash flows from investing activities & & /FEFSIRERE FER 21,678 70,831
CASH FLOWS FROM FINANCING METHZRERE

ACTIVITIES )
Increases in new bank and RIT R A T E R 2

related party loans ‘ 22,022 24,287
Repayment of bank and BEERITRABALTER

related party loans (20,982) (19,470)
Capital element of finance lease BMEHERS N R EREMHD

rental payments (345) (311)
Issue of shares BATRMD - 15,576
Net cash flows from financing activities BIE EEFFTEIR G REFEE 695 20,082
NET (DECREASE)/INCREASE INCASH Re&RBELZEEAR (BY)

AND CASH EQUIVALENTS R (411,293) 81,515
Cash and cash equivalents at beginning F#IR& KRS EEHEE

of year 711,306 629,072
Effect of foreign exchange rate [EREEHTE - FHE

changes, net 83 719
CASH AND CASH EQUIVALENTS FRESRESEEER

AT END OF YEAR 300,096 711,306
ANALYSIS OF BALANCESOF CASH HEeRESEEEBEBELHRIN

AND CASH EQUIVALENTS
Cash and bank balances Re RIBITHER 41,761 12,150
Non-pledged time deposits with original RN &SR REHE LR =ZEA 2

maturity of less than three months K E BF R

when acquired 260,338 701,547
Cash and cash equivalents as stated in 4R & M BRAKMEH 2 RS K

the consolidated statement of ReFEIER

financial position 302,099 713,697
Less: bank overdrafts B IRITEX (2,003) (2,391)
Cash and cash equivalents as stated in A& RERFTEL

the consolidated statement of ZHeRREFEEIER

cash flow 300,096 711,306
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

2.1

48

CORPORATE INFORMATION

Jinchuan Group International Resources Co. Ltd is a
limited liability company incorporated in the Cayman
Islands. The registered office address of the Company is
P.O. Box 309, Ugland House, Grand Cayman KY1-1104,
Cayman Islands.

During the year, the Group was involved in the following
principal activities:

e trading of mineral and metal products

e  property development and investment

e manufacture and trading of cosmetic and related
products, as well as the provision of beauty technical
and training services

In the opinion of the directors, the ultimate holding
company of the Company is Jinchuan Group Co., Ltd*
(BINEBRHBERAR) (formerly2 I B HBR R A,
which is established in the People’s Republic of China (the
“PRC").

BASIS OF PREPARATION

The financial statements have been prepared in
accordance with International Financial Reporting
Standards (“IFRSs”), which comprise all standards and
interpretations approved by the International Accounting
Standards Board (the “IASB”), and the disclosure
requirements of the Hong Kong Companies Ordnance.
They have been prepared under the historical cost
convention, except for derivative financial instruments,
which have been measured at fair value. These financial
statements are presented in Hong Kong dollars and all
values are rounded to the nearest thousand except when
otherwise indicated.

*  For identification purpose only

JINCHUAN GROUP INTERNATIONAL RESOURCES CO.LTD |  ANNUAL REPORT 2012

—%

2.1

——4Ft+ZA=1+—H

NEEH

TN EEBERERERAF N —KRHAES
BAEEMAZZBR AR « RAF]Z M
#% =8 B2 7 5AP.0. Box 309, Ugland House,
Grand Cayman KY1-1104, Cayman
Islands

FRARERETINEEETR

s BELTEEMES

e MEERNMERE

o BUERBERMmRIARERINMIE
1R 55 B Bl Ko 35 o) AR 7%

EE2RR ARBIZ&EEEBRAR R
SEEMERAR (ARE)IKEBRA
A) o —FHKRAEARKME (THE])
DAV A/N I

mREX

A BHRERDBREBEEEMHRELER (B2
mRERgHERIEES ((HER S ERE
EeDREZRAENLRE) RBER
ARG 2 RERTEMBEE - RITESRT
BARABEIIRIN  ZFFHERERIIR
BELKAEPRE - BB HAEIN
ZEPBMRABITZS > MABEEY
EEEEREEO T -

* EREF



NOTES TO FINANCIAL STATEMENTS
A 35 48 R B 5

31 December 2012 —E-HFt+HAH=+—H

2.1 BASIS OF PREPARATION (continued) 2.1 EBLEE (48)

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year
ended 31 December 2012. The financial statements of the
subsidiaries are prepared for the same reporting period
as the Company, using consistent accounting policies.
The results of subsidiaries are consolidated from the
date of acquisition, being the date on which the Group
obtains control, and continue to be consolidated until the
date that such control ceases. All intra-group balances,
transactions, unrealised gains and losses resulting from
intra-group transactions and dividends are eliminated on
consolidation in full.

Total comprehensive loss within a subsidiary is attributed
to the non-controlling interest even if it results in a deficit
balance.

A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of any
non-controlling interest and (iii) the cumulative translation
differences recorded in equity; and recognises (i) the fair
value of the consideration received, (ii) the fair value of
any investment retained and (iii) any resulting surplus or
deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income
is reclassified to profit or loss or accumulated losses, as
appropriate.

?&:A
RAVBBRERREARRREWB QA
(GBI AEB)HE-_T——F+_A
=t+—HIEFEZHBHRE - (B R H
KRB 2 HBHRENREAREAER - WK
A—HRg R - MBARZEEH
WHEBH(AASEEIMSEH#EZA) R
SHERE AR WHRELRA AREZEEH
BRIEZRAIE - EEARRIBMZ &
R EERABMERZSIBZAER
BERBEHNIFARE 2SR -

B A E 2 HERAREI R BN IFER
oo BE RS BERRAEH -

—BBAR AR ESRELEZE (M
WARKREZGIE) - QDR HAMK -

AR BREY BB RR ZEH 4
A EBHERROZMNBRARIZEE (BT
BE)RERE  (VEMEERER 2R
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REROFTBREZ AFE - ()FIREE
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

2.2 CHANGES IN ACCOUNTING POLICY AND
DISCLOSURES
The Group has adopted the following revised IFRSs for the
first time for the current year’s financial statements.

IFRS 1 Amendment Amendment to IFRS 1 First-time
Adoption of International
Financial Reporting Standards —
Severe Hyperinflation and
Removal of Fixed Dates for First-
time Adopters

IFRS 7 Amendment Amendment to IFRS 7 Financial
Instrument: Disclosure -
Transfer of Financial Assets

International Amendment to IAS 12 Income
Accounting Standard Taxes — Deferred Tax -
("IAS") 12 Amendment  Recovery of Underlying Assets

The adoption of the revised IFRSs has had no significant
financial effect on these financial statements.

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS
The Group has not applied the following new and revised
IFRSs, that have been issued but were not yet effective for
the reporting period ended 31 December 2012, in these
financial statements.

I[FRS 1 Amendments Amendments to IFRS 1 First-time
Adoption of International
Financial Reporting Standards —
Government Loans?

IFRS 7 Amendments Amendments to IFRS 7 Financial
Instruments: Disclosures —
Offsetting Financial Assets and
Financial Liabilities?

IFRS 9 Financial Instrument*

IFRS 10 Consolidated Financial Statements?
IFRS 11 Joint Arrangements?

IFRS 12 Disclosure of Interests in Other Entities?

[FRS 10, IFRS 11 and Amendments to IFRS 10, IFRS 11 and
IFRS 12 Amendments  IFRS 12 - Transition Guidance?

IFRS 10, IFRS 12 Amendments to IFRS 10, IFRS 12 and
and IAS 27 (2011) IAS 27 (2011) — Investment Entities’
Amendments
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NOTES TO FINANCIAL STATEMENTS

o B 2 B
31 December 2012 E -t H=+—H
2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL 2.3 Eﬁﬁﬁﬁﬁ faf R 4 KD B R B S R o
FINANCIAL REPORTING STANDARDS (continued) Bz 22 (&)
IFRS 13 Fair Value Measurement? BB A ER 2135 Af g—*fg
IAS 1 Amendments Amendments to IAS 1 Presentation of B e RAE15% Bt £AE15%
Financial Statements — (BT R) ﬂﬁfﬁfﬁﬁfﬂf
Presentation of Items of At ENzmEH
Other Comprehensive Income’ HZ5) 2 B3]
IAS 19 (2011) Employee Benefits? SR 19% 1E 2157
T
IAS 27 (2011) Separate Financial Statements? I<m #/EE!U%N%E Vot
T
IAS 28 (2011) Investments in Associates and I<m Gk 5'\%%28% REELFIRAERF]
Joint Ventures? ( T——fF) BIRE?
IAS 32 Amendments  Amendments to IAS 32 Financial SeHERIE32% Bl est R E325%
Instruments: Presentation — (f/ HEY) EHTE: Z25-##H
Offsetting Financial Assets THEERZHARE
and Financial Liabilities® pa HE
International Financial  Stripping Costs in the Production BEGERERELZEe EXABLEEROAK
Reporting Phase of a Surface Mine? - REE20% 7
Interpretations
Committee
— Interpretation 20
Annual Improvements ~ Amendments to a number of —EFENFER-F——F RIE-ZFRAER
2009-2011 Cycle IFRSs issued in June 20122 BHZFEN# LETERHBERE
Az B3]
1 Effective for annual periods beginning on or after 1 July 2012 T ORZE—ZHF LA AR ERRZFERRAER
2 Effective for annual periods beginning on or after 1 January 2 RIT—=F—-A—HIzERBZFEREER
2013
3 Effective for annual periods beginning on or after 1 January PORZE-WFE-A B ERBZFERRER
2014
4 Effective for annual periods beginning on or after 1 January ¢ RIZE-RF-A- Bz ERBZFEBRREER
2015
Further information about those IFRSs that are expected JEHR E A AR B 2 B B 75 3 & X2 R
to be applicable to the Group is as follows: ZHE—FERDT
The IFRS 7 Amendments require an entity to disclose BIFR A FSs R E R FE 757 (BT A) B>k K
information about rights to set-off and related —EREEEBEIERE RN EET
arrangements (e.g., collateral agreements). The (PR 2 8E) - IWERSIRH AP H AT
disclosures would provide users with information that is R BEAEE T — EESZEM“#?RE‘]
useful in evaluating the effect of netting arrangements FEERER - IREBERERE Y ERIE
on an entity’s financial position. The new disclosures are 2R T A - E@JTEE%ZFJ’THETJ%EEEO
required for all recognised financial instruments that are mMITE BAELIEE ZSEWENTEA
set off in accordance with IAS 32 Financial Instruments: N O] o 81T £ F R84 ””“fjﬁjk‘k*ﬁ@fgﬁ
Presentation. The disclosures also apply to recognised SERZEHRESHMT A  BHES
financial instruments that are subject to an enforceable BRI EER SR E3255 K5 - $’%l
master netting arrangement or similar agreement, e T —=F— A —HERAZZFE
irrespective of whether they are set off in accordance with 2] o

IAS 32. The Group expects to adopt the amendments from
1 January 2013.
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL

FINANCIAL REPORTING STANDARDS (continued)
IFRS 9 issued in November 2009 is the first part of phase
1 of a comprehensive project to entirely replace I1AS 39
Financial Instruments: Recognition and Measurement.
This phase focuses on the classification and measurement
of financial assets. Instead of classifying financial assets
into four categories, an entity shall classify financial assets
as subsequently measured at either amortised cost or fair
value, on the basis of both the entity’s business model for
managing the financial assets and the contractual cash
flow characteristics of the financial assets. This aims to
improve and simplify the approach for the classification
and measurement of financial assets compared with the
requirements of IAS 39.

In November 2010, the IASB issued additions to IFRS
9 to address financial liabilities (the “Additions”) and
incorporated in IFRS 9 the current derecognition principles
of financial instruments of IAS 39. Most of the Additions
were carried forward unchanged from IAS 39, while
changes were made to the measurement of financial
liabilities designated at fair value through profit or
loss using the fair value option (“FVO"). For these FVO
liabilities, the amount of change in the fair value of a
liability that is attributable to changes in credit risk must
be presented in other comprehensive income (“OCI").
The remainder of the change in fair value is presented in
profit or loss, unless presentation of the fair value change
in respect of the liability’s credit risk in OCI would create
or enlarge an accounting mismatch in profit or loss.
However, loan commitments and financial guarantee
contracts which have been designated under the FVO are
scoped out of the Additions.

IAS 39 is aimed to be replaced by IFRS 9 in its entirety.
Before this entire replacement, the guidance in IAS 39
on hedge accounting and impairment of financial assets
continues to apply. The Group expects to adopt IFRS 9
from 1 January 2015. The Group will quantify the effect
in conjunction with other phases, when the final standard
including all phases is issued.
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NOTES TO FINANCIAL STATEMENTS
A 35 48 R B 5

31 December 2012 —E-HFt+HAH=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL 23 BHEGENAENYERBEHREE

FINANCIAL REPORTING STANDARDS (continued)
IFRS 10 establishes a single control model that applies to
all entities including special purpose entities or structured
entities. It includes a new definition of control which is
used to determine which entities are consolidated. The
changes introduced by IFRS 10 require management
of the Group to exercise significant judgement to
determine which entities are controlled, compared with
the requirements in IAS 27 and SIC-12 Consolidation —
Special Purpose Entities. IFRS 10 replaces the portion of
IAS 27 Consolidated and Separate Financial Statements
that addresses the accounting for consolidated financial
statements. It also addresses the issues raised in SIC-12.
Based on the preliminary analyses performed, IFRS 10 is
not expected to have any impact on the currently held
investments of the Group.

IFRS 12 includes the disclosure requirements for
subsidiaries, joint arrangements, associates and
structured entities that are previously included in IAS
27 Consolidated and Separate Financial Statements, |AS
31 Interests in Joint Ventures and IAS 28 Investments in
Associates. It also introduces a number of new disclosure
requirements for these entities.

In July 2012, the IASB issued amendments to IFRS 10, IFRS
11 and IFRS 12 which clarify the transition guidance in
IFRS 10 and provide further relief from full retrospective
application of these standards, limiting the requirement
to provide adjusted comparative information to only
the preceding comparative period. The amendments
clarify that retrospective adjustments are only required
if the consolidation conclusion as to which entities are
controlled by the Group is different between IFRS 10 and
IAS 27 or SIC-12 at the beginning of the annual period in
which IFRS 10 is applied for the first time. Furthermore,
for disclosures related to unconsolidated structured
entities, the amendments will remove the requirement to
present comparative information for periods before IFRS
12 is first applied.
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL

FINANCIAL REPORTING STANDARDS (continued)
Consequential amendments were made to IAS 27 and
IAS 28 as a result of the issuance of IFRS 10, IFRS 11
and IFRS 12. The Group expects to adopt IFRS 10, IFRS
11, IFRS 12, IAS 27 (2011) and IAS 28 (2011), and the
subsequent amendments to these standards issued in July
and December 2012 from 1 January 2013.

IFRS 13 provides a precise definition of fair value and a
single source of fair value measurement and disclosure
requirements for use across IFRSs. The standard does not
change the circumstances in which the Group is required
to use fair value, but provides guidance on how fair value
should be applied where its use is already required or
permitted under other IFRSs. The Group expects to adopt
IFRS 13 prospectively from 1 January 2013.

The IAS 1 Amendments change the grouping of items
presented in OCI. Items that could be reclassified (or
recycled) to profit or loss at a future point in time
(for example, net gain on hedge of a net investment,
exchange differences on translation of foreign operations,
net movement on cash flow hedges and net loss or gain
on available-for-sale financial assets) would be presented
separately from items which will never be reclassified.
The amendments will affect presentation only and have
no impact on the financial position or performance. The
Group expects to adopt the amendments from 1 January
2013.
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31 December 2012

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL

FINANCIAL REPORTING STANDARDS (continued)
Business combinations and goodwill (continued)

The IAS 32 Amendments clarify the meaning of “currently
has a legally enforceable right to setoff” for offsetting
financial assets and financial liabilities. The amendments
also clarify the application of the offsetting criteria in
IAS 32 to settlement systems (such as central clearing
house systems) which apply gross settlement mechanisms
that are not simultaneous. The amendments are not
expected to have any impact on the financial position or
performance of the Group upon adoption on 1 January
2014.

The Annual Improvements to IFRSs 2009-2011 Cycle
issued in June 2012 sets out amendments to a number
of IFRSs. The Group expects to adopt the amendments
from 1 January 2013. There are separate transitional
provisions for each standard. While the adoption of some
of the amendments may result in changes in accounting
policies, none of these amendments are expected to
have a significant financial impact on the Group. Those
amendments that are expected to have a significant
impact on the Group’s policies are as follows:

IAS 1 Presentation of Financial Statements: Clarifies
the difference between voluntary additional
comparative information and the minimum required

(a)

comparative information. Generally, the minimum
required comparative period is the previous period.
An entity must include comparative information in
the related notes to the financial statements when it
voluntarily provides comparative information beyond
the previous period. The additional comparative
information does not need to contain a complete set
of financial statements.

In addition, the amendment clarifies that the opening
statement of financial position as at the beginning
of the preceding period must be presented when
an entity changes its accounting policies; makes
retrospective restatements or makes reclassifications,
and that change has a material effect on the
statement of financial position. However, the related
notes to the opening statement of financial position
as at the beginning of the preceding period are not
required to be presented.
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012 -

“HEtHZA=1+—H

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL

FINANCIAL REPORTING STANDARDS (continued)

(b) IAS 32 Financial Instruments: Presentation: Clarifies
that income taxes arising from distributions to equity
holders are accounted for in accordance with IAS
12 Income Taxes. The amendment removes existing
income tax requirements from IAS 32 and requires
entities to apply the requirements in IAS 12 to any
income tax arising from distributions to equity
holders.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating
policies the Company controls, directly or indirectly, so as
to obtain benefits from its activities.

The results of subsidiaries are included in the Company's
statement of comprehensive income to the extent of
dividends received and receivable. The Company’s
investments in subsidiaries that are not classified as held
for sale in accordance with IFRS 5 are stated at cost less
any impairment losses.

Business combinations and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is
the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed 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. For each business combination, the Group
elects whether to measure the non-controlling interests
in the acquiree that are present ownership interests
and entitle their holders to a proportionate share of net
assets in the event of liquidation at fair value or at the
proportionate share of the acquiree’s identifiable net
assets. All other components of non-controlling interests
are measured at fair value. Acquisition related costs are
expensed as incurred.

56 JINCHUAN GROUP INTERNATIONAL RESOURCES CO.LTD |  ANNUAL REPORT 2012

2.3 Eﬁﬁﬁﬁ{ﬂ el 7R 4 BN RO B B B S 3R 2
Al s-,/.s (%a)

(b) BRextEENRReH# T A £

g ERRERFEEAMEE D IRAE

G 0EE: mﬁﬁlmauﬁw 51258

ﬁ' iﬂkﬁﬁ f uTﬂﬁIHbf. \au+/E

J%BZEJTE”JEEEPM%’TR%E;E I ER

E\HJJLWEL?%ﬁ}\{’EHj”ffEﬁﬁ;’Zi

RE TS TR /B FE BRI &5 2RI
1258 AR 3E ©
3. EREHEHME
B A Al
HJ%’\ﬁﬂﬁ“ﬂﬁ%‘i?ﬂ%ﬁ%ﬂﬁﬂﬁﬁ
ﬁ“‘%ﬂ( SAEEREEE M X 5
/N

f B A Az FAE R 2 W S R 2 IR B AR
NEZEREER AT o ARBILIFRIZ
BRI RS ENESRDBEAFELE
Z B R R 2 RE TR A AR E &
B o

EBEHRHE
%ﬁ‘“/\@ﬂﬂxﬁ%ﬁ&)\@% c R KRBT
AW BB A HERE A FERA
SEREREENEERARNAFEE K
SEARWEST ZAERB ARENER
& - RN E T AR AR U B 77 12 4
MR A AR - RERBAHH - K
SEEZUQFEIPWET A ERIEE
%‘TEZEﬂEtWIJ ETEERRS G ER
=mI T EES ARNBRERLAID(5E
FEEZNBMEE 2 FFE R o W
RAREERIIBRAX



31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations and goodwill (continued)
When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with the
contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts by
the acquiree.

If the business combination is achieved in stages, the
previously held equity interest in is remeasured at its
acquisition date fair value and any resulting gain or loss is
recognised in profit or loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability
that is a financial instrument and within the scope of IAS
39 is measured at fair value with changes in fair value
either recognised in profit or loss or as a change to other
comprehensive income. If the contingent consideration
is not within the scope of IAS 39, it is measured in
accordance with the appropriate IFRS. Contingent
consideration that is classified as equity is not remeasured
and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess
of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any
fair value of the Group’s previously held equity interests
in the acquiree over the identifiable net assets acquired
and liabilities assumed. If the sum of this consideration
and other items is lower than the fair value of the net
assets of the subsidiary acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on
bargain purchase.
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012 —E -+ H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations and goodwill (continued)
After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events
or changes in circumstances indicate that the carrying
value may be impaired. The Group performs its annual
impairment test of goodwill as at 31 December. For
the purpose of impairment testing, goodwill acquired
in a business combination is, from the acquisition date,
allocated to each of the Group's cash-generating units,
or groups of cash-generating units, that are expected
to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the
Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent
period.

Where goodwill has been allocated to a cash-generating
unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in
the carrying amount of the operation when determining
the gain or loss on the disposal. Goodwill disposed in
these circumstances is measured based on the relative
value of the disposed operation and the portion of the
cash-generating unit retained.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, construction contract assets, financial assets,
investment properties, goodwill and non-current assets/
a disposal group classified as held for sale), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs to sell, and
is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which
case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. 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. An
impairment loss is charged to the consolidated statement
of comprehensive income in the period in which it arises in
those expense categories consistent with the function of
the impaired asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that previously
recognised impairment losses may no longer exist or
may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised
impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates
used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying
amount that would have been determined (net of any
depreciation/amortisation) had no impairment loss been
recognised for the asset in prior years. A reversal of
such an impairment loss is credited to the consolidated
statement of comprehensive income in the period in
which it arises, unless the asset is carried at a revalued
amount, in which case the reversal of the impairment
loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Related parties
A party is considered to be related to the Group if:

(a) the

party is a person or a close member of that

person’s family and that person:

(i)
(ii)
(iii)

or

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel
of the Group or of a parent of the Group;

(b) the party is an entity where any of the following
conditions applies:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

the entity and the Group are members of the
same group;

one entity is an associate or joint venture of the
other (iii) entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

the entity and the Group are joint ventures of
the same third party;

one 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 Group
or an entity related to the Group; and the
sponsoring employers of the post-employment
benefit plan;

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

a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. When an item of property,
plant and equipment is classified as held for sale or when
it is part of a disposal group classified as held for sale, it is
not depreciated and is accounted for in accordance with
IFRS 5, as further explained in the accounting policy for
“Non-current assets and disposal groups held for sale”.
The cost of an item of property, plant and equipment
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 items of property, plant
and equipment have been put into operation, such as
repairs and maintenance, is normally charged to the
consolidated statement of comprehensive income in the
period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of
the asset as a replacement. Where significant parts of
property, plant and equipment are required to be replaced
at intervals, the Group recognises such parts as individual
assets with specific useful lives and depreciates them
accordingly.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
life. The principal annual rates used for this purpose are as

follows:

Buildings 20 years or the terms of
prepaid land lease
term, if shorter

Leasehold improvements 20%

Plant and machinery 10%

Furniture and fixtures 20%

Motor vehicles 20%

Office equipment 20%
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012 —E -+ H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each
part is depreciated separately. Residual values, useful lives
and the depreciation method are reviewed, and adjusted
if appropriate, at least at each financial year end.

An item of property, plant and equipment including
any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the consolidated
statement of comprehensive income in the year the asset
is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

Intangible assets (other than goodwill)

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

Intangible assets with indefinite useful lives are tested for
impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether
the indefinite life assessment continues to be supportable.
If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis.

62 JINCHUAN GROUP INTERNATIONAL RESOURCES CO.LTD |  ANNUAL REPORT 2012

EXSTHRRBE (&)
ME - BERRKEREFTE (B

W—EWE  BEMREZEFOERT
[ A] 4 A R 1 E'JEZIEHBZ$LX/\EEZ
EEDFGERD  MBEHBYBULER
£- :“‘EQ‘ECMEMBZ@EX@ET&%%
(EE)=E - AMERFRRTEDE -

ME - WELREAREFRNTSERZE
REDREELFEMGRKEERARHED
SWALBMNRRBUSER - RZBEE
BUBMRFE A2 ARERTHRZ
HE AW RER - IBHEEMFHIEA
FREEAREECREMEIER -

BREE (FEKRIM)

BERWE 2 BV EER VT EREIZRA
AR EBAHTRBZELEEZKA
RYERRZATE - BEEEZAEMR
FHEFEREBRIER - I EAFHE
R EFEERRNAERLEFHRNE
3 YR B BRBEREL B E R LR ER
EITRER S - AIMERFHER CELE
B 2 BRI N B TR E DN B A B F

F = ks N
S AR AR RS — IR o

BEEMNRIEReELEM LA ERF
HIER v B EEETRERNR - LFE
WEENTEE - AIERFHERZEY
BEZAERFHESFR - UEEF
ERER FHRTHEERBBEF -
BE - RRAIERERZFERERESA
PR WERER -



31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Brand name

Brand name with an indefinite useful life is tested for
impairment annually at the cash-generating unit level
and is not amortised. The useful life of the Group’s
brand name is reviewed annually to determine whether
indefinite life assessment continues to be supportable.
If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis.

Leases

Leases that transfer substantially all the rewards and
risks of ownership of assets to the Group, other than
legal title, are accounted for as finance leases. At the
inception of a finance lease, the cost of the leased asset
is capitalised at the present value of the minimum lease
payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase and
financing. Assets held under capitalised finance leases,
including prepaid land lease payments under finance
leases, are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and
the estimated useful lives of the assets. The finance costs
of such leases are charged to the consolidated statement
of comprehensive income so as to provide a constant
periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but
are depreciated over their estimated useful lives.

Leases where substantially all the rewards and risks
of ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is
the lessor, assets leased by the Group under operating
leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the
consolidated statement of comprehensive income on the
straight-line basis over the lease terms. Where the Group
is the lessee, rentals payable under operating leases net of
any incentives received from the lessor are charged to the
consolidated statement of comprehensive income on the
straight-line basis over the lease terms.
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.

Investments and other financial assets

Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified
as financial assets at fair value through profit or loss,
loans and receivables and available-for-sale investments,
or as derivatives designated as hedging instruments
in an effective hedge, as appropriate. The Group
determines the classification of its financial assets at initial
recognition. When financial assets are recognised initially,
they are measured at fair value plus transaction costs,
except in the case of financial assets recorded at fair value
through profit or loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.

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

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss
include financial assets held for trading and financial
assets designated upon initial recognition as at fair value
through profit or loss. Financial assets are classified as
held for trading if they are acquired for the purpose of
sale in the near term. Derivatives, including separated
embedded derivatives, are also classified as held for
trading unless they are designated as effective hedging
instruments as defined by IAS 39.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)

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

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

The Group evaluates its financial assets at fair value
through profit or loss (held for trading) to assess
whether the intent to sell them in the near term is still
appropriate. When, in rare circumstances, the Group
is unable to trade these financial assets due to inactive
markets and management’s intent to sell them in the
foreseeable future significantly changes, the Group may
elect to reclassify them. The reclassification from financial
assets at fair value through profit or loss to loans and
receivables, available-for-sale financial assets or held-
to-maturity investments depends on the nature of the
assets. This evaluation does not affect any financial assets
designated at fair value through profit or loss using the
fair value option at designation, as these instruments
cannot be reclassified after initial recognition.

Derivatives embedded in host contracts are accounted for
as separate derivatives and recorded at fair value if their
economic characteristics and risks are not closely related
to those of the host contracts and the host contracts are
not held for trading or designated at fair value through
profit or loss. These embedded derivatives are measured
at fair value with changes in fair value recognised in the
statement of comprehensive income. Reassessment only
occurs if there is a change in the terms of the contract that
significantly modifies the cash flows that would otherwise
be required.
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012 —E -+ H=+—H

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EASHHEME (&)

POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. After initial measurement, such
assets are subsequently measured at amortised cost using
the effective interest rate method less any allowance
for impairment. Amortised cost is calculated by taking
into account any discount or premium on acquisition
and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate
amortisation is included in other income and gains in
the consolidated statement of comprehensive income.
The loss arising from impairment is recognised in the
consolidated statement of comprehensive income
in finance costs for loans and in other expenses for
receivables.

Available-for-sale investments

Available-for-sale investments are non-derivative financial
assets in listed and unlisted equity investments and debt
securities. Equity investments classified as available for
sale are those which are neither classified as held for
trading nor designated at fair value through profit or
loss. Debt securities in this category are those which are
intended to be held for an indefinite period of time and
which may be sold in response to needs for liquidity or in
response to changes in market conditions.

After initial recognition, available-for-sale investments
are subsequently measured at fair value, with unrealised
gains or losses recognised as other comprehensive income
in the available-for-sale investment revaluation reserve
until the investment is derecognised, at which time the
cumulative gain or loss is recognised in the consolidated
statement of comprehensive income in other income,
or until the investment is determined to be impaired,
when the cumulative gain or loss is reclassified from
the available-for-sale investment revaluation reserve to
the consolidated statement of comprehensive income
in other expenses. Interest and dividends earned whilst
holding the available-for-sale investments are reported
as interest income and dividend income, respectively
and are recognised in the consolidated statement of
comprehensive income as other income in accordance
with the policies set out for “Revenue recognition”
below.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)
Available-for-sale investments (continued)

When the fair value of unlisted equity investments cannot
be reliably measured because (a) the variability in the
range of reasonable fair value estimates is significant
for that investment or (b) the probabilities of the various
estimates within the range cannot be reasonably assessed
and used in estimating fair value, such investments are
stated at cost less any impairment losses.

The Group evaluates whether the ability and intention
to sell its available-for-sale financial assets in the near
term are still appropriate. When, in rare circumstances,
the Group is unable to trade these financial assets due
to inactive markets and management’s intent to do
so significantly changes in the foreseeable future, the
Group may elect to reclassify these financial assets.
Reclassification to loans and receivables is permitted
when the financial assets meet the definition of loans and
receivables and the Group has the intent and ability to
hold these assets for the foreseeable future or to maturity.
Reclassification to the held-to-maturity category is
permitted only when the Group has the ability and intent
to hold until the maturity date of the financial asset.

For a financial asset reclassified from the available-for-
sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and
any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective
interest rate. Any difference between the new amortised
cost and the maturity amount is also amortised over the
remaining life of the asset using the effective interest rate.
If the asset is subsequently determined to be impaired,
then the amount recorded in equity is reclassified to the
income statement.
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
derecognised when:

e the rights to receive cash flows from the asset have
expired; or

e the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation
to pay the received cash flows in full without
material delay to a third party under a “pass-
through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of
the asset, or (b) the Group has neither transferred nor
retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has
retained the risk and rewards of ownership of the assets.
When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognised to the extent
of the Group's continuing involvement in the asset. In that
case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group could
be required to repay.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Impairment of financial assets

The Group assesses at the end of each reporting
period whether there is any objective evidence that a
financial asset or a group of financial assets is impaired.
A financial asset or a group of financial assets is
deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more
events that occurred after the initial recognition of the
asset (an incurred "loss event”) and that loss event
has an impact on the estimated future cash flows of
the financial asset or the group of financial assets that
can be reliably estimated. Evidence of impairment may
include indications that a debtor or a group of debtors
is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating
that there is @ measurable decrease in the estimated
future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses individually whether objective evidence of
impairment exists for financial assets that are individually
significant, or collectively for financial assets that are not
individually significant. If the Group determines that no
objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is, or
continues to be, recognised are not included in a collective
assessment of impairment.
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

B G E N R

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

If there is objective evidence that an impairment loss 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 yet been incurred).
The present value of the estimated future cash flows
is discounted at the financial asset’s original effective
interest rate (i.e., the effective interest rate computed at
initial recognition). If a loan has a variable interest rate,
the discount rate for measuring any impairment loss is the
current effective interest rate.

The carrying amount of the asset is reduced through the
use of an allowance account and the amount of the loss
is recognised in profit or loss. Interest income continues
to be accrued on the reduced carrying amount and is
accrued using the rate of interest used to discount the
future cash flows for the purpose of measuring the
impairment loss. Loans and receivables together with any
associated allowance are written off when there is no
realistic prospect of future recovery and all collateral has
been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised,
the previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a future
write-off is later recovered, the recovery is credited to
other expenses in profit or loss.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Impairment of financial assets (continued)

Assets carried at cost

If there is objective evidence that an impairment loss has
been incurred on an unquoted equity instrument that is
not carried at fair value because its fair value cannot be
reliably measured, or on a derivative asset that is linked
to and must be settled by delivery of such an unquoted
equity instrument, 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
discounted at the current market rate of return for a
similar financial asset. Impairment losses on these assets
are not reversed.

Available-for-sale investments

For available-for-sale investments, the Group assesses
at the end of each reporting period whether there is
objective evidence that an investment or a group of
investments is impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised
in the income statement, is removed from other
comprehensive income and recognised in the income
statement.

In the case of equity investments classified as available
for sale, objective evidence would include a significant
or prolonged decline in the fair value of an investment
below its cost. The determination of what is “significant”
or ""prolonged” requires judgement. “Significant” is
evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value
has been below its original cost. Where there is evidence
of impairment, the cumulative loss — measured as the
difference between the acquisition cost and the current
fair value, less any impairment loss on that investment
previously recognised in profit or loss — is removed from
other comprehensive income and recognised in profit or
loss. Impairment losses on equity instruments classified
as available for sale are not reversed through profit or
loss. Increases in their fair value after impairment are
recognised directly in other comprehensive income.

NOTES TO FINANCIAL STATEMENTS

A 35 48 R B 5

5 BV =8

EXSTHEME (&)

REFHEMEMEE (H)

EHEERE (&)

KA (B S RZ BE

HEZEBREBEERR BRI SEFTERYF
B SEFRERATABERMVEIUR
NZFERERARTRBEZITEEEMAR
WAHEIEZIFLEHRATALRRE
BiE - BBEESBERZEE L RAERM
AAKRReREZRE(REUEREE
ZBETHHLRMENIE) 2 ZHTE %
FEEZREBENTER -

RN EZRE
pAfthEzZeRmRENS @ AEEER
BERHETHERTE - ERES—HRE
ERHBEREZTREER -

i A B B B R EE - RIBCR (B
WA ELEH) BERAFELE
8 R EREE RS R R 2R E
BiRE  BHEMEERaERERGEK -

RO BAAHLEZRAREMNS - T8
EIEA BRERE 2 A FEREIEHER
HA - EEMBIAR K[ KHAIKFAE
TELHE - FHERT TARIBERTRE
ZREA - MHERE T RAIFSEER
FEERERKRAZER - HELRER
i REEE (REBRARRE QX FE
ME 2z 288 Wk ZATRNIES
PRZIEREER 2 ERERE) &1t
Hi2mBAF G - TR B RER -
DRAFHEE ZRATAZBERBET
2B PEGRER - ARFEERER 2E
meEEREHEMEERARER -

sEEERERERAT | —2——&® 71



NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities

Initial recognition and measurement

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

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

The Group's financial liabilities include trade and bill
payables, other payables, derivative financial instruments
and interest-bearing bank and other borrowings.

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

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

Financial liabilities are classified as held for trading if they
are acquired for the purpose of selling in the near term.
This category includes derivative financial instruments
entered into by the Group that are not designated as
hedging instruments in hedge relationships as defined by
IAS 39. Separated embedded derivatives are also classified
as held for trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities held for
trading are recognised in the statement of comprehensive
income. The net fair value gain or loss recognised in the
statement of comprehensive income does not include any
interest charged on these financial liabilities.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities (continued)

Subsequent measurement (continued)

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

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

Loans and borrowings

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

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
costs in profit or loss.
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities (continued)

Derecognition of financial liabilities

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

When an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a
derecognition of the original liability and a recognition of
a new liability, and the difference between the respective
carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and
the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to
offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded
in active markets is determined by reference to quoted
market prices or dealer price quotations (bid price
for long positions and ask price for short positions),
without any deduction for transaction costs. For financial
instruments where there is no active market, the fair value
is determined using appropriate valuation techniques.
Such techniques include using recent arm’s length market
transactions; reference to the current market value of
another instrument which is substantially the same; a
discounted cash flow analysis; and option pricing models.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fair value of financial instruments (continued)
Derivative financial instruments

The Group'’s derivative financial instruments represent
provisional price arrangements relating to its trading
of mineral and metal products business and forward
currency contract.

Provisional price arrangements

Provisional price arrangement is embedded in both sales
contracts and purchase contracts. According to industry
practice, the purchase and sales terms of these contracts
contain provisional pricing arrangements whereby
the transaction price for mineral and metal products
in concentrate is based on prevailing spot prices at a
specified future period after shipment (the “quotation
period”). Adjustments to the transaction price occur
based on movements in quoted market prices up to the
date of final settlement. The period between provisional
invoicing and final settlement is determined according to
contracts.

Forward currency contract

The Group uses forward currency contracts to hedge its
foreign currency risk. Such derivative financial instruments
are initially recognised at fair value on the date on which
a derivative contract is entered into and are subsequently
remeasured at fair value. Derivatives are carried as assets
when the fair value is positive and as liabilities when the
fair value is negative.

The Group's derivative instruments are not designated
as hedging instruments and do not qualify for hedge
accounting. Any gains or losses arising from changes in
fair value of derivatives are taken directly to the profit or
loss. Derivatives are carried as assets when the fair value is
positive and as liabilities when the fair value is negative.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first-in, first-
out basis and, in the case of work in progress and finished
goods, comprises direct materials, direct labour and an
appropriate proportion of overheads. Net realisable value
is based on estimated selling prices less any estimated
costs to be incurred to completion and disposal.
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid
investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally
within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part
of the Group’s cash management.

For the purpose of the statement of financial position,
cash and cash equivalents comprise cash on hand and
at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and
it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
end of the reporting period of the future expenditures
expected to be required to settle the obligation. The
increase in the discounted present value amount arising
from the passage of time is included in finance costs in
profit or loss.

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be
recovered from or paid to the taxation authorities, based
on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period,
taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

e when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

e in respect of taxable temporary differences
associated with investments in subsidiaries and
associates, when the timing of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carry forward of unused tax
credits and any unused tax losses, to the extent that it
is probable that taxable profit will be available against
which the deductible temporary differences, and the
carryforward of unused tax credits and unused tax losses
can be utilised, except:

e when the deferred tax asset relating to the deductible
temporary differences arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

e inrespect of deductible temporary differences
associated with investments in subsidiaries and
associates, deferred tax assets are only recognised
to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and
taxable profit will be available against which the
temporary differences can be utilised.
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset
if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes
relate to the same taxable entity and the same taxation
authority.

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:

(@) from the sale of goods, when the significant risks
and rewards of ownership have been transferred
to the buyer, provided that the Group maintains
neither managerial involvement to the degree usually
associated with ownership, nor effective control over
the goods sold;

(b) from the provision of beauty technical and training
services, when the services are rendered, by reference
to completion of the specific transactions assessed
on the basis of the actual service provided as a
proportion of the total services to be provided;

(c) from the rendering of services, as and when the
services are rendered; and

(d) interest income, on an accrual basis using the
effective interest method by applying the rate that
exactly discounts the estimated future cash receipts
over the expected life of the financial instrument or a
shorter period, when appropriate, to the net carrying
amount of the financial asset.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the
Group's operations. Employees (including directors) of
the Group receive remuneration in the form of share-
based payments, whereby employees render services
as consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for
is measured by reference to the fair value at the date at
which they are granted. The fair value is determined by an
external valuer using a binomial model, further details of
which are given in note 32 to the financial statements.

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity, over the
period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for
equity-settled transactions at the end of each reporting
period until the vesting date reflects the extent to which
the vesting period has expired and the Group’s best
estimate of the number of equity instruments that will
ultimately vest. The charge or credit to profit or loss for
a period represents the movement in the cumulative
expense recognised as at the beginning and end of that
period.

No expense is recognised for awards that do not
ultimately vest, except for equity-settled transactions
where vesting is conditional upon a market or non-vesting
condition, which are treated as vesting irrespective of
whether or not the market or non-vesting condition is
satisfied, provided that all other performance and/or
service conditions are satisfied.

Where the terms of an equity-settled award are modified,
as a minimum an expense is recognised as if the terms
had not been modified, if the original terms of the award
are met. In addition, an expense is recognised for any
modification that increases the total fair value of the
share-based payments, or is otherwise beneficial to the
employee as measured at the date of modification.
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

“E -+ ZH=1+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments (continued)

Where an equity-settled award is cancelled, it is treated
as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting
conditions within the control of either the Group or
the employee are not met. However, if a new award is
substituted for the cancelled award, and is designated as
a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a
modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings
per share.

Other employee benefits

Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “"MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for all of its employees. Contributions are
made based on a percentage of the employees’ basic
salaries and are charged to the consolidated statement
of comprehensive income as they become payable in
accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those
of the Group in an independently administered fund.
The Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme.

The employees of the Group's subsidiaries which operate
in Mainland China are required to participate in a social
security plan operated by the local municipal government.
These subsidiaries are required to contribute certain
percentage of the employees’ salaries to the social
security plan organised by the governmental bodies. The
contributions are charged to profit or loss as they become
payable in accordance with the rules of the social security
plan.
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31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as
part of the cost of those assets. The capitalisation of such
borrowing costs ceases when 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 capitalised. All
other borrowing costs are expensed in the period in which
they are incurred. Borrowing costs consist of interest and
other costs that an entity incurs in connection with the
borrowing of funds.

Foreign currencies

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency. Each entity in the Group
determines its own functional currency and items
included in the financial statements of each entity are
measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are
initially recorded using their respective functional currency
rates prevailing at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rates of exchange
ruling at the end of the reporting period. Differences
arising on settlement or translation of monetary
items are recognised in the consolidated statement of
comprehensive income.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the
date when the fair value was determined. The gain or loss
arising on translation of a non-monetary item measured at
fair value is treated in line with the recognition of the gain
or loss on change in fair value of the item (i.e., translation
difference on the item whose fair value gain or loss is
recognised in other comprehensive income or profit or
loss are also recognised in other comprehensive income or
profit or loss, respectively).
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries
are currencies other than the Hong Kong dollar. As at
the end of the reporting period, the assets and liabilities
of these entities are translated into the presentation
currency of the Company at the exchange rates prevailing
at the end of the reporting period and their profit or loss
is translated into Hong Kong dollars at the weighted
average exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation,
the component of other comprehensive income relating
to that particular foreign operation is recognised in profit
or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign operation
and translated at the closing rate.

For the purpose of the consolidated statement of
cash flows, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange rates
ruling at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise throughout
the year are translated into Hong Kong dollars at the
weighted average exchange rates for the year.
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31 December 2012

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and
their accompanying disclosures and the disclosure
of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying
amounts of the assets or liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described
below.

(i) Impairment loss for bad and doubtful debts

The Group recognises impairment loss for bad
and doubtful debts based on assessments of the
recoverability of the trade and other receivables,
including the current creditworthiness and the past
collection history of each debtor. Impairments arise
where events or changes in circumstances indicate
that the balances may not be collectible. The
identification of bad and doubtful debts requires the
use of judgement and estimates. Where the actual
result is different from the original estimate, such
difference will impact the carrying value of the trade
and other receivables and doubtful debt expenses in
the year in which such estimate has been changed.

(ii) Allowance for slow-moving inventories
Allowance for slow-moving inventories is made based
on the aging and estimated net realisable value of
inventories. The assessment of the allowance amount
involves judgement and estimates. Where the actual
outcome in future is different from the original
estimate, such difference will impact the carrying
value of inventories and allowance charge/write-
back in the period in which such estimate has been
changed.
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

SIGNIFICANT ACCOUNTING ESTIMATES

(continued)

Estimation uncertainty (continued)

(iii) Impairment of a brand name
Intangible assets with an indefinite life are tested
for impairment annually by comparing their carrying
amount with their recoverable amount. This involves
assumptions about the estimates of future revenue
from the branded products and services. Where
the actual outcome is different from the original
estimates, such difference may impact the amount of
the impairment provision, if any. Further details are
included in note 16 to the financial statements.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and services and
has three (2011: two) reportable operating segments as
follows:

(a@) the trading of mineral and metal products segment
(new operating segment in 2012);

(b) the manufacture and trading of cosmetic and related
products, and the provision of beauty technical and
tutoring services segment (“Cosmetic and Beauty”);
and

(c) the property investment and development segment.

Management monitors the results of the Group’s
operating segments separately for the purpose of making
decisions about resources allocation and performance
assessment. Segment performance is evaluated based
on reportable segment profit/(loss), which is a measure
of adjusted profit/(loss) before tax. The adjusted profit/
(loss) before tax is measured consistently with the Group’s
profit/(loss) before tax except that unallocated interest
income, other income and gains as well as head office and
corporate expenses are excluded from such measurement.

Segment assets exclude certain cash and cash equivalents
and other unallocated head office and corporate assets as
these assets are managed on a group basis.

Segment liabilities exclude unallocated head office and
corporate liabilities as these liabilities are managed on a
group basis.
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NOTES TO FINANCIAL STATEMENTS

M Bk TMEE
31 December 2012 —F -+ _A=+—H
5. OPERATING SEGMENT INFORMATION (continued) 5. R oEER (E)
Group NE
Year ended 31 December 2012 BE-_E-—f+-B=1+-HILEE
Trading of
mineral Property
and metal investment and Cosmetic
products development and Beauty Total
BERSE MERE 8¢
EmEZ RER RER oy
HK$' 000 HK$' 000 HK$' 000 HK$’ 000
TAET TAT TAT TAET
Segment revenue 2B E
Sales to external customers HETINAEP 1,740,990 - 101,689 1,842,679
Reconciliation: HEX -

Elimination of intersegment sales 7 4B & 346 7 44 -

Revenue Yoz 1,842,679
Segment results PEER 14,638 281 (7,922) 6,997
Recondiliation: X -
Interest income and FMEWMARR D B

unallocated gains 7,952
Corporate and other RAREMARD R X

unallocated expenses (18,215)
Loss before tax BRAEATE 1R (3,266)
Segment assets PREE 1,358,154 - 103,488 1,461,642
Recondiliation: B
Corporate and other RRAREMADEEE

unallocated assets 336,305
Total assets BEHE 1,797,947
Segment liabilities PEEE 961,528 - 83,315 1,044,843
Recondiliation: X
Corporate and other REREMRDEAE

unallocated liabilities 4,813
Total liabilities BEBE 1,049,656
Other segment information HihpBER
Depreciation and amortisation FrEREE - - 7,805 7,805
Loss on disposal and write-off HERMENE  BER

of items of property, plant FEEAZER

and equipment - - 5,162 5,162
Capital expenditure* BRRX* - - 3,111 3,111

* Capital expenditure consists of additions to property, plant and * BABYOEREME  BERRE -

equipment.
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

B G E N R

5. OPERATING SEGMENT INFORMATION (continued) 5. RXEAFER (F)
Group rEE

Year ended 31 December 2011 BE_Z——-&5+-B=1t-HLEE

Property investment Cosmetic
and development  and Beauty Total
MERE  btfmk \
MR EF et
HK$" 000 HK$' 000 HK$' 000
FHET FET FHET
Segment revenue 2R
Sales to external customers HE TINAEF - 129,394 129,394
Reconciliation: HREEK -
Elimination of intersegment sales %3 B8 4 & 2 % 4 -
Revenue Wz 129,394
Segment results S 762 (11,750) (10,988)
Reconciliation: HREZK -
Interest income and FEWA KR 5 B s 9,046
unallocated gains
Corporate and other NElREAMKR S ERRZ
unallocated expenses (16,519)
Loss before tax BR 5 AT BT 1R (18,461)
Segment assets PEEE 16,969 120,865 137,834
Reconciliation: HERK
Corporate and other RAREMADHEEE
unallocated assets 710,535
Total assets BERE 848,369
Segment liabilities PEEE - 90,920 90,920
Reconciliation: HIREK -
Corporate and other RERHEMARSEEE
unallocated liabilities 2,037
Total liabilities BfE@H 92,957
Other segment information HttpBEHR
Depreciation and amortisation T E K 5 - 10,675 10,675
Loss on disposal and write-off HE RMEE - BE R
of items of property, plant ®EEAECEE
and equipment - 920 920
Capital expenditure* BARRZ* - 4,679 4,679
*  Capital expenditure consists of additions to property, plant and * BARXBREABEWE  BEIREE-

equipment
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NOTES TO FINANCIAL STATEMENTS

MR RMEE
31 December 2012 —EF -+ —_A=+—H
5. OPERATING SEGMENT INFORMATION (continued) 5. R SEER ()
Group AEH
Geographical information ih & & R
(a) Revenue from external customers (a) NAEFzW &=
2012 2011
—E-—-F —_T—%F
HK$'000 HK$' 000
FHET FA&T
Hong Kong A 49,543 46,597
Mainland China Fh B K R 1,793,136 82,797
1,842,679 129,394

The revenue information above is based on the
locations of the customers.

(b) Non-current assets

B ER TR E PR EE

(b) kRBEE

2012 2011
—E2-—F —T——%F

HK$’ 000 HK$' 000

FET FAT

Hong Kong A 21,957 22,497
Mainland China N 25,786 34,963
47,743 57,460

The non-current asset information above is based on
the locations of assets.

Information about a major customer

Revenue of approximately HK$1,740,990,000 was derived
from a single customer, which is the Company’s ultimate
holding company, of mineral and metal products business
(2011: HK$20,445,000 derived from a single customer of
the cosmetic and beauty products business).

tRBEFRBDEEZERTDREE
FIEMEE -

EBE—REXEREF2EH
#91,740,990,000/%8 jT 2 Wz Jh 2K B §E
E&é“ REBESEBKZ —RBEFP (K
NEZREERBRER) (ZE——F : 4
20,445,000/ 70,2 W e Jh 3R Bl i & 3
REMEB Lz —BER) o
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MGMEME
31 December 2012 —E -+ _A=+—H
6. REVENUE AND OTHER INCOME AND GAINS 6. WaEkHEMBARRZF
Revenue, which is also the Group’s turnover, represents W2 IMARNEE LR - JIEKHR
the net invoiced value of goods sold, after allowances BE  WMERRITNREERZEES R
for returns, value-added tax and trade discounts; and the HEE(E RIS EE -
value of services rendered. B
An analysis of revenue, other income and gains is as WA R EM A RIKZE Z o mT
follows:
Group
rEE
2012 2011
—E-ZF —ZFT——%
HK$’ 000 HK$" 000
THERT FHET
Revenue Wz
Sale of goods HESm 1,799,515 92,493
Rendering of services RHARE 43,164 36,901
1,842,679 129,394
Other income and gains Hg A R W=
Bank interest income RITHA B YA 7,665 6,744
Gain on foreign exchange b 3, A 278 2,263
Gain on disposal of a subsidiary HEFRalzEs 8 762
Gain on disposal of available- HEHEERE 2 W&
for-sale investments 281 -
Others H it 1,606 799
9,838 10,568
7. FINANCE COSTS 7. BIERA
An analysis of finance costs is as follows: BHISRZAN Z DTN E -
Group
rEHE
2012 2011
—E2B--F _—_T——%F
HK$’000 HK$' 000
THET T
Interest on bank loans and ERAFAZEEEREZ
overdrafts wholly repayable RITERKBEZ ZHE
within five years 1,725 1,429
Interest on finance leases BEHEEFE 21 42
1,746 1,471
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31 December 2012 —E-HFt+HAH=+—H

8. LOSS BEFORE TAXATION
The Group's loss before taxation is stated after charging/

8. BRHBAIEE
AEEZBHAEBEENSER, GtA) T

(crediting) the following: 5| & I8 -
Group
rEH
2012 2011
—B--F5 —T——F
HK$' 000 HK$' 000
TERT FHET
Cost of inventories sold BEEKA 1,746,980 31,735
Cost of services provided Ak 75 A A 12,816 10,287
Depreciation e 7.413 10,195
Amortisation of prepaid land BT 2 #
lease payments 688 613
Minimum lease payments BFLEHE N2 &IE
under operating leases MHEMKIE
in respect of buildings 9,204 9,052
Auditors’ remuneration % ELAD B < 1,688 2,590
Employee benefit expense EERAMFAX
(excluding directors’ (TBEEESME —HE9))
remuneration — note 9(a)):
Wages, salaries and allowances I8 e k2 29,424 39,886
Pension scheme contributions BB IR 2,392 4,408
Expense incurred for equity- BRHERAER
settled share options granted BhEsRAX
(excluding directors’ (TBEEEEE)
remuneration) - 686
31,816 44,980
Gain on disposal of a subsidiary HE—FEME ARz & (8) (762)
Gain on disposal of available- HEAHEERE ZAF
for-sale investments (281) -
Write-back of inventories to RO ERHREEERE
net realisable value (373) (243)
Loss on disposal and write-off HERMEE - BE R
of items of property, plant HIEEE 2B
and equipment 5,162 920
Foreign exchange differences, net bE 5 =% FE (278) (2,263)
Change in fair value of derivative MTESMITAZ A TFEZEFHE
financial instruments, net 392 -
Impairment of trade and bill B 5 RWTIE R EWRE ZRIE
receivables 1,900 4,559
&) EEERERERAT —z-—%% 89
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MGMEME
31 December 2012 “E T A=+ —H
9. DIRECTORS AND FIVE HIGHEST PAID EMPLOYEES’ 9. EERTBAREHFMALHME
REMUNERATION
(a) Directors’ remuneration (a) EEE 2
Directors’ remuneration for the year, disclosed B FMREEBEQTIEME161
pursuant to the Listing Rules and Section 161 of the BZHREMEREE  EEFTAN
Hong Kong Companies Ordinance, is as follows: /N
Group
rEE
2012 2011
—_gE——-F —_ZE——%F
HK$’ 000 HK$' 000
THERT THET
Fees ue 553 360
Other emoluments: Hh B -
Salaries and allowances ¥re KRR 1,103 534
Equity-settled share option PR 7 45 55 P IR R B 2
expense - 283
Pension scheme contributions RIRE IR 24 18
1,127 835
1,680 1,195
In 2011, the directors exercised all share options R-E——F BEETFEREAQRTNZSHR
under the then share option scheme of the Company, CHERE R TS IERRE e
and no directors were granted share options under ER R EARNEFBRHEREMBEAADT
the share option scheme of the Company in respect AT RS NGAE c SRR — SIS
of their services to the Group. Further details on the HRBERENFI2 - R-E——F K
share option scheme are set out in note 32 to the INGINE: otk bt

financial statements. In 2012, no new share options
were granted by the Company.
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31 December 2012 —F -+ _A=+—H
9. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES’
REMUNERATION (continued)
(a) Directors’ remuneration (continued)
The remuneration of executive and non-executive

9. EERTEBREFMALHE ()

(a) EEM < ()
HOTESRIFRTETHE R W

directors is set out below: T
Equity-settled Pension
Salaries and share option scheme Total
Fees allowances expense contributions remuneration
REEE Rikg
HBE FEREE BREMX HE A Yk
2012 —2--F HKS$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
TET TET TR TR TR
Executive directors: HITEE :
Yang Zhigiang 508 - - - - -
Zhang Sanlin KM 80 - - - 80
Zhang Zhong B - 480 - 485
Deng Wen HE - 110 - 116
Maria Majoire Lo BRI - 513 - 13 526
80 1,103 - 24 1,207
Non-executive directors: FHITEE
Gao Tianpeng AN 24 - - - 24
Qiao Fugui BEE 24 - - - 24
Zhou Xiaoyin B/NA 24 - - - 24
72 - - - 72
Independent non-executive BT HHTEE -
directors:
Gao Dezhu BiE 136 - - - 136
Wu Chi Keung &R 136 - - - 136
Yen Yuen Ho, Tony BTE 129 - - - 129
401 - - - 401
553 1,103 - 24 1,680
* Includes only the remuneration from 1 January 2012 to * EaiE-—_ET——F—HF—\BZE_—_T—— &

30 November 2012 as the individual has resigned as a
director of the Company on 30 November 2012.

T-A=tHZHE ARAZALR_-ZE
—CFE+T—AZ=THBERRRESF -
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“HEtHZA=1+—H

9. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES'
REMUNERATION (continued)
(a) Directors’ remuneration (continued)

9. EERTEESFMALEHE (H)

(a) EEM = (&)

Equity-settled Pension
Salaries and  share option scheme Total
Fees  allowances expense contributions  remuneration
BRARGEE BT
e HekER BRERX AR BMe
2011 —E——F HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$'000
TET TET TET TAEx TAET
Executive directors: HITEE :
Yang Zhigiang HmER - - - - -
Zhang Sanlin /=M - - - - -
Zhang Zhong B - - - - -
Deng Wen HE - 120 260 386
Maria Majoire Lo EFD - 414 23 12 449
- 534 283 18 835
Non-executive directors: HHITEE -
Gao Tianpeng LiPN - - - - -
Qiao Fugui BEa - - - - -
Zhou Xiaoyin B/NE - - - - -
Independent non-executive B HHTEE -
directors:
Gao Dezhu BiEE 120 - - - 120
Wu Chi Keung A& 120 - - - 120
Yen Yuen Ho, Tony i 120 - - - 120
360 - - - 360
360 534 283 18 1,195
There was no arrangement under which a director REE - E——F - FT——F+—

waived or agreed to waive any remuneration during
the year during the year ended 31 December 2012

and 2011.
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NOTES TO FINANCIAL STATEMENTS

Pt 35 46 % P

31 December 2012 —E -+ H=+—H

9. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES’ 9. EERTBEASFMALEHS (E)

REMUNERATION (continued)

(b) Five highest paid employees’ remuneration (b) EZBEEFMALTEHE

The five highest paid employees during the year
included no (2011: Nil) director. Details of the
remuneration of the five (2011: five) non-director,
highest paid employees for the year are as follows:

FARKE LR M ES T L E
(ZE——F:8)EF 225 (=
F——F:HR)FEFZHRF M
BERAFEZMEFBOT

Group

rEHE
2012 2011
—B-ZF —ZT—F
HK$’000 HK$' 000

TERT FHET
Salaries, allowances and ¥ RREREMA S
benefits in kind 5,248 3,370
Pension scheme contributions RREE B 28 24
5,276 3,394
The number of non-director, highest paid employees HMNFIATREZIEFEESRSTMES
whose remuneration fell within the following bands AT
is as follows:
Number of employees
EEAH
2012 2011
—B-=F —ZT——%F
Nil to HK$1,000,000 Z£ %1,000,000/%8 7T 3
HK$1,000,001 to HK$2,000,000 1,000,001/ 7T %2,000,000/% 7T 1 2
HK$2,000,001 to HK$3,000,000 2,000,001 7t £3,000,000/% 7T 1 -
5 5
During the year, no share options were granted FER - ZEIEEFS TN EESMERLE
(2011: Nil) to any of these non-director, highest paid % BN E B IR IR S 1 E T (n] R
employees in respect of their services to the Group. (ZB——F ) o
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R 35 8 R P =X
31 December 2012 —E -+ H=+—H
10. INCOME TAX EXPENSE/(CREDIT) 10. FFEBIEYS (ER)
Hong Kong profits tax has been provided at the rate of EEFEBRIEEERNEEBES 25t
16.5% (2011: 16.5%) on the estimated assessable profits FER B H FIZ T E165% (—FE——F :
arising in Hong Kong during the year. 16.5% ) EH 1F B -
Taxation on profits derived by Mainland China subsidiaries BB AR BRBUREF 2 I8 Ty iR h
has been estimated at Mainland China corporate income PEMREBHEEIS% (—ZFE——F :25%)
tax rate of 25% (2011: 25%). {5t o
Group
rEH
2012 2011
—E2--F _—_T—F
HK$' 000 HK$" 000
FET FAET
Current — Mainland China: B EARH I8 — AR B R B -
Charge for the year FABIEREZ 341 492
Overprovision in prior years BEFEHBERE (58) (80)
Current — Hong Kong: BVEATIE — &8 -
Charge for the year FABIERAEZ 4,054 -
Deferred (note 30) EERIE (FY5E30) (235) (787)
Total tax charge/(credit) for the year FARERSZ (Ex)B5HE 4,102 (375)
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31 December 2012

10. INCOME TAX EXPENSE/(CREDIT) (continued)

A reconciliation of the tax expense applicable to loss
before tax using the statutory rates for the regions in
which the Company and its subsidiaries are domiciled to

NOTES TO FINANCIAL STATEMENTS

A 35 48 R B 5

5 BV =8

the tax expense at the effective tax rates, is as follows:

10. Fi8BiB %~ (E %) (&)
RIBA R REK B AR PR EED
KT EE AR ATE 1R 2 TR R S AR
BRERRERFE AR 2HERAT -

Mainland
Hong Kong China Total
E# R K BE CE
HK$’ 000 HK$’ 000 HK$’ 000
TET TET TET
Group - 2012 rEE--2--F%
(Loss)/profit before taxation BRBAT (B518) /&7 2,713 (5,979) (3,266)
Tax at the statutory tax rate BREETHEFAEHE 448 (1,495) (1,047)
Income not subject to tax BAFBIA (1,307) - (1,307)
Expenses not deductible for tax kil 5,551 86 5,637
Temporary difference not recognised ABRNERIEEE 351 (428) (77)
Adjustments in respect of current tax B EREBTIE 2 AR
of previous periods - (58) (58)
Tax losses utilised from previous periods PRBAHRREHBER (1,064) - (1,064)
Tax losses not recognised AERNBER 75 1,943 2,018
Tax charge at the Group's effective rate REASEERMXHEZHIES N 4,054 48 4,102
Group - 2011 rEE--2--F
Loss before taxation PRATER (7,690) (10,771) (18,461)
Tax at the statutory tax rate RELERXRGFEZHE (1,268) (2,693) (3,961)
Income not subject to tax BAFBIA (1,256) - (1,256)
Expenses not deductible for tax AAMHES 2,507 1,644 4,151
Temporary difference not recognised AERNERIEEZE 119 (1,548) (1,429)
Adjustments in respect of current tax B ERESTIE 2 AR
of previous periods - (80) (80)
Tax losses utilised from previous periods PRBABRRHBER (466) (58) (524)
Tax losses not recognised AERTBER 364 2,360 2,724
Tax charge at the Group's effective rate REASEERMXFEZHES N - (375) (375)
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B35 R RO EE

31 December 2012

11.

12.

LOSS FOR THE YEAR ATTRIBUTABLE TO OWNERS
OF THE PARENT

The consolidated loss attributable to owners of the parent
for the year ended 31 December 2012 includes a loss of
HK$17,769,000 (2011: HK$69,299,000) which has been
dealt with in the financial statements of the Company
(note 33(b)).

LOSS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of basic loss per share amounts is based on
the loss for the year attributable to ordinary equity holders
of the parent, and the weighted average number of
ordinary shares of 2,754,873,051 (2011: 2,750,116,000)
in issue during the year.

No adjustment has been made to the basic loss per share
amounts presented for the years ended 31 December
2012 and 31 December 2011 in respect of a dilution as
the Group had no potential dilutive ordinary shares in
issue during 2012 and 2011.

The calculation of the basic loss per share is based on:

—%

11.

12.

——4Ft+ZA=1+—H

FARARNERAREER

BE-T——"F+-_A=+—ALF
B -BRRBEBARBEABEREER
E1817,769,0008 T (=& — — % :
69,299,000/ 7T) E RN AR B # &k A
FE IR (M17E33(b)) o

BAREBRRSRAARGERERE

BEREAEBESBNREBEE AR T BER
BRAEAEBLFABERFADETLR
% hnAEE 19 802,754,873,051 I (—F——
1 2,750,116,000%) Mzt & -

HRARER - ZE——ZFR-FT——F1
mEBTEECETERR  AREE_FT
——FRZE——F+A=t—BHLF
EWESESHMEY 2 SREALREES
REVEH AR -

BREREBERIIVREATEUEAE

2012 2011
—E-—F —ZT——F
HK$'000 HK$' 000
FHET FETT
Loss BB
Loss attributable to ordinary equity F{EFTESRERNEE 2 A F]
holders of the parent used in the — Ei@iERIFH ABILHEE
basic loss per share calculation (7,367) (18,084)

Number of shares (in ' 000)

RHBHBE (FR)
2012 2011
—E2--F _—_T——F
Shares gvi)
Weighted average number of RIETESRERNERZFA
ordinary shares in issue during BT BRINEFEH
the year used in the basic loss
per share calculation 2,754,873 2,750,116
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NOTES TO FINANCIAL STATEMENTS

R 35 3R 3= P o
31 December 2012 E -t H=+—H
13. PROPERTY, PLANT AND EQUIPMENT 13. 9% . BERSHE
Group P
Leasehold Furniture
improve-  Plant and and Motor Office
Buildings ments machinery  fixtures  vehicles equipment Total
HERT HWER  BAR WAE
BF 8 e ®E "E B - H
HK$'000  HKS$'000  HK$'000  HK$'000  HKS$'000  HKS'000  HKS$'000
TET TRz  T#Ex THEL THEL TET  TExn
31 December 2012 ~2-ZF
t=A=t-A
At 1 January 2012: RIZ-Z5-A-0:
Cost AR 25,130 9,429 10,198 16,020 3814 12714 77,305
Accumulated depreciation  ZiHTEREE
and impairment (9,457) (7,516) (6,512) (8,569) (1,912) (7,620)  (41,586)
Net carrying amount RAFE 15,673 1,913 3,686 7,451 1,902 5,094 35,719
At1lanuary 2012, netof ~ RZFE-ZF—-F—-R"
accumulated depreciation B RFHTERAE
and impairment 15,673 1,913 3,686 7,451 1,902 5,094 35,719
Additions NE - 2,155 53 789 - 250 3,247
Depreciation provided FEME
during the year (1,836) (1,068) (390) (2,957) (447) (715) (7.413)
Disposals and write off i R85 - (677) (352)  (2139) (17 (1977)  (5162)
Exchange realignment [ 5 0 96 8 19 6 3 2 164
At 31 December 2012, netof R=ZE—=F
accumulated depreciation ~ TZA=+—H"
and impairment NR2HAFERAE 13933 2,331 3,016 3,150 144 2684 26,555
At 31 December 2012: RZT-ZF
+ZA=1-8:
Cost KAME 25,436 10,609 9,300 16,811 3,586 12,931 78,673
Accumulated depreciation  ZHTERAE
and impairment (11,503) (8,278) (6,284)  (13,661) (2,145)  (10,247)  (52,118)
Net carrying amount REFE 13,933 2,331 3,016 3,150 1,441 2684 26555
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

13. PROPERTY, PLANT AND EQUIPMENT (continued)

B G E N R

13. % - BMER®E (&)

Group (continued) AEE(EK)
Leasehold Furniture
improve-  Plant and and Motor Office
Buildings ments  machinery fixtures vehicles  equipment Total
HEBF  BER  &HR /NS
BF 3 He £ ar:d R @5t
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$ 000
TExr TER  TEx  TEx  TEx  TEx  TEx
31 December 2011 “B-—-F%
t=A=+-H
At 1 January 2011: RZF-——F—-F-H8:
Cost KAE 22,94 8,798 9,054 15,380 2,814 9,190 68,177
Accumulated depreciation  23HTERAE
and impairment (6,658) (4,251) (4,081) (5,705) (1337) (6,877)  (28,909)
Net carrying amount REFE 16,283 4,547 4,973 9,675 1477 2313 39,268
At1lanuary 2011, netof ~ RZE——F—f—H"
accumulated depreciation Ik REHTE LA
and impairment 16,283 4,547 4973 9,675 1,477 2,313 39,268
Additions NE - 578 33 435 793 3,843 5,682
Depreciation provided FERE
during the year (1,494) (3,261) (1.478) (2,549) (400) (1,013) (10,195)
Disposals and write off & R 8 - - - (554) - (366) (920)
Exchange realignment [ 5 R 884 49 158 444 32 317 1,884
At 31 December 2011, netof R=Z——%F
accumulated depreciaion ~ +=A=1+—H"
and impairment B2 RERRE 15673 1913 3,686 7,451 1,902 5004 35719
At 31 December 2011: RZE—F
tZA=1+-R:
Cost AR 25,130 9429 10,198 16,020 3814 12714 77305
Accumulated depreciation  Z&HTERAE
and impairment (9,457) (7,516) (6,512) (8,569) (1912) (7,620)  (41,586)
Net carrying amount FHFE 15,673 1,913 3,686 7,451 1,902 5,094 35,719

The buildings of the Group are situated outside Hong
Kong and erected on land held under a medium term
lease.

The net book value of the Group's property, plant and
equipment held under finance leases included in (i) office
equipment is HK$86,000 (2011: HK$108,000); and (ii)
motor vehicle is HK$652,000 (2011: HK$815,000).
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NOTES TO FINANCIAL STATEMENTS

R 35 3R 3= P o
31 December 2012 E -t H=+—H
13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. Y& BERSE (E)
Group (continued) AEE(EK)
At 31 December 2012, the Group’s buildings with a net RZE——F+ZA=+—8 XEEIR
book value of approximately HK$13,933,000 (2011: M F{E 413,933,000 0 (=& ——4F :
HK$15,673,000) were pledged to secure general banking 15,673,000/ ) 2 BFEIRMIEAKRE
facilities granted to the Group (note 27(b)). EER —MRIRITRE < ER (BIFE27(0)) °
Company b NN
Furniture
Leasehold and Office
improvements fixtures equipment Total
HERFEE BRREE WOERRE @t
HK$' 000 HK$' 000 HK$' 000 HK$' 000
TR TR THER THER
31 December 2012 ZE-Zf+ZA=1-H
At 1 January 2012: RZE-—F-A—R:
Cost KAME 114 92 209 415
Accumulated depreciation REHERAE
and impairment (34) (18) (46) (98)
80 74 163 317
At 1 January 2012, net of ity =
accumulated depreciation MREFTERRE
and impairment 80 74 163 317
Additions NE 37 20 79 136
Disposal HE - - 42) (42)
Depreciation provided EEHE
during the year (30) (22) (41) (93)
At 31 December 2012, netof ~ RZE——F+-A=+—H"
accumulated depreciation MR 2AMERAE
and impairment 87 72 159 318
At 31 December 2012: RIE-—ZE+-A=+-H:
Cost KAE 151 111 231 493
Accumulated depreciation ZAMERRE
and impairment (64) (39) (72) (175)
Net carrying amount REFE 87 72 159 318
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NOTES TO FINANCIAL STATEMENTS

MHmEME
31 December 2012 —E-HFt+HA=+—H
13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. ¥ - MERRKE (E&)
Company (continued) XA T (&)
Furniture
Leasehold and Office
improvements fixtures equipment Total
HERTRE BMREE WAERE @5t
HK$' 000 HK$' 000 HK$' 000 HK$' 000
FET TAET TAT FEL
31 December 2011 “®--F+tZA=1-H
At 1 January 2011: R_E——%—-f—-R:
Cost KAE 56 - 27 83
Accumulated depreciation ZEtERAE
and impairment (1 - (10) 21
45 - 17 62
At 1 January 2011, net of R_E—%—-f—-0"
accumulated depreciation R 2 ERRE
and impairment 45 - 17 62
Additions NE 58 92 182 332
Depreciation provided FEHE
during the year (23) (18) (36) (77)
At 31 December 2011, net of RZZE——5+ZA=t—-H"
accumulated depreciation MR 25 ERAE
and impairment 80 74 163 317
At 31 December 2011: RZE-——%+ZA=+—R:
Cost RAE 114 92 209 415
Accumulated depreciation REHERAE
and impairment (34) (18) (46) (98)
Net carrying amount REFE 80 74 163 317
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NOTES TO FINANCIAL STATEMENTS

MR
31 December 2012 “E T A=+ —H
14. PREPAID LAND LEASE PAYMENTS 14. A L #HES
Group
rEH
2012 2011
—E2--F _—_T——F
HK$'000 HK$' 000
FHET FHET
Carrying amount at 1 January R—A—BZEKEE 4,730 5,343
Amortisation recognised during the year £ A B2 & 2 8 §4 (688) (613)
Carrying amount at 31 December R+ A=+—RAZEKHEE 4,042 4,730
Current portion included in TANFIE - me RHEM
prepayments, deposits and other FEUR SRIE 2 T B B 10
receivables (560) (695)
Non-current portion e B E 19 3,482 4,035

The leasehold land is held under medium term leases and

ME LI RIEFHBEORE - BLRTF

is situated in Mainland China. o
At 31 December 2012, the Group's prepaid land lease RNRZE——F+_A=+—"H &x&EH

payments with a net book value of HK$4,042,000 (2011:
HK$4,730,000) were pledged to secure general banking
facilities granted to the Group (note 27(b)).

BR % (84,042,000 T (Z & ——4F:
4,730,000/ 70) 2 FE L& B i 1E
BREEER —RIBITRE ZER (M

27(b)) °
15. GOODWILL 15. Bg &

Group

rEE

HK$' 000

FET

At 1 January 2011, 31 December 2011 and 2012: RZZFE——F—H—B8 -ZF——%F
MN_FB——F+_A=+—8H:

Cost DN =] 102,546
Accumulated impairment ZEHRE (102,546)
Net carrying amount BREFE -
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NOTES TO FINANCIAL STATEMENTS

R 35 8 R P =X
31 December 2012 “E T A=+ —H
16. INTANGIBLE ASSETS 16. BL&EE
Brand name m e
Group
rEH
HK$’ 000
FER
31 December 2012 —E-——-f+=ZH=+—H
Cost at 1 January 2012, net of accumulated RZTE—ZZF—H—BZKRE -
amortisation and impairment PR Rt R E 15,706
Impairment during the year FARE -
Cost at 31 December 2012, net of accumulated R=ZT——F+-_A=+—HZ
amortisation and impairment PANE - FOkR R T IE RORE 15,706
At 31 December 2012: RZE——F+=-_A=+—H:
Cost BB 99,906
Impairment VERED (84,200)
Net carrying amount FREFE 15,706
31 December 2011 —E-——%+=ZA=+—H
Cost at 1 January 2011, net of accumulated RZE——F— A —HZKAE"
amortisation and impairment Mk 2518 H NORE 15,706
Impairment during the year FRNRIE -
Cost at 31 December 2011, net of accumulated W —-Z——F+-_A=+—HZ
amortisation and impairment PXANE - FOFk RTS8 RORE 15,706
At 31 December 2011: R—ZE—F+=-A=+—8:
Cost DN 99,906
Impairment VEREED (84,200)
Net carrying amount FREFE 15,706
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NOTES TO FINANCIAL STATEMENTS
A 35 48 R B 5

31 December 2012 —E-HFt+HAH=+—H

16. INTANGIBLE ASSETS (continued) 16. BILEE ()

Brand name

The brand name represents rights for the use of the
brand name “CMM" arising from the acquisition of CMM
International Group Limited in 2007.

Impairment testing of brand name with indefinite
useful life

The recoverable amount of the brand name has been
determined based on its value in use. The senior
management of the Group adopted the “Relief from
Royalty” approach in estimating the cash inflow from the
brand name. The discount rate applied to the cash flow
projections is approximately 28%.

Key assumptions were made in the value in estimating
the brand name’s value in use for the years ended 31
December 2012 and 31 December 2011. The following
describes each key assumption on which management has
based its cash flow projections to undertake impairment
testing of the brand name with indefinite useful life:

Budgeted revenue — 15-year revenue projection is used
in estimating the cash flow from the brand name as the
directors are of the opinion that the brand name would
generate economic benefits to the Group during that
period. The basis used to determine the growth rate
assigned to the budgeted revenue was referenced to the
historical revenue growth rate. It is estimated that the
revenue will contract by 10% in the first five years, 5% in
the second five years and no contraction during the last
five years of the projection period.

Discount rates — The discount rates used are before
taxation and reflect specific risks relating to the business.

During the year, no impairment (2011:no impairment) on
the brand name is provided in the financial statements.

m e
mMEBEEER-_ZEZTELFKRECVMM
International Group Limited {# F
[CMM ] fa k& 2 #ER] o

HEIREMAF M w2 mERR

MRz AW EREEREERAEEEE -
rEBSHRERERA2MNENEER
BAEFTmBzZREERA - ReRENE
Bl 2 BhIR A B28% ©

Wtz —_2——+-_A=+—HK
T —F+ A=t HIEFEZRE
AFEREENARELE T EERRE -
NTAEEERBERSRETENETS
B A B HA G R E R S R TR IR 2

SEBBRR

BENE—HREERE  MESEHR
HASEEBRLEEFZ - AT EF RS
BRAGBERE REZRER - BRITEEK
mEREDNZERTIRGZERERE
o BEHE  RNIBAESE sRF2 kS
BIZ10%HE - HEAF RS% &x& R
FRATFHE -

BEIR R — PR 2 RE IR R THBR L A BR 3R
Ko WRMZEH B ERR

TR EFVEIMEIERERE(ZF
——F  EEH)
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NOTES TO FINANCIAL STATEMENTS

A5k R M
31 December 2012 —E -+ _A=+—H
17. INTERESTS IN SUBSIDIARIES 17. B AR 2=
Company
¥ NN
2012 2011
—E—-F —Z=T—F
HK$' 000 HK$' 000
FHEx FH&TT
Unlisted investments, at cost JE TR - AR 46,550 46,550
Due from subsidiaries* NI O 828,823 634,547
Less: Provision for impairment B ORE RS (242,378) (232,374)
Total interests in subsidiaries BN a s ERE 632,995 448,723
In 2012, an impairment of HK$10,004,000 (2011: NRZE—Z—F ERBARTHE QA
HK$64,698,000) was provided on advances to WIE10,004,0008 0 (=& — —F
subsidiaries. 64,698,000/ JT) °
* The amounts advanced to the subsidiaries included in the * T AMBARZEZAZBNFHEBARZ
interests in subsidiaries above are unsecured, interest-free and REAEEWN R REETFEDNE -

have no fixed terms of repayment.
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31 December 2012

17. INTERESTS IN SUBSIDIARIES (continued)

At 31 December 2012, the Company had direct and
indirect interests in the following subsidiaries, all of which
are private companies (or, if incorporated outside Hong
Kong, have substantially similar characteristics to a private
company incorporated in Hong Kong), the particulars of

which are as follows:

NOTES TO FINANCIAL STATEMENTS

—E -t ZH=1+—H

17. B AR 2 %= ()

A 35 48 R B 5

RZB-—ZF+ZA=+—H0  ARARN
YR E A R ER B N R
RAGRIE AT (S IERF B EM
PRI - RIEREF B MK Z M E R RIS
RERE)  FHEEINWOT

S aaray
Z%E

Place of Nominal value
incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
BRT
LER
B/ R at i & EYNE
£8 TEREHHY BREFEE EBiEREEDL TEXH
Direct  Indirect
B A&
Bension International Limited British Virgin US$3,955,130 - 100 Investment
Islands (“BVI") 3,955,130% T holding
RERLES REZRR
Beauty Charm International Hong Kong HK$10,000 - 100 Investment
Company Limited e 10,000/ 7T holding
REZR
Beauty Connect Holdings Limited Hong Kong HK$10,000 - 60 Investment
B 10,0007 7T holding
RERKR
The Beauty Collection International BVI Us$100 - 75 Investment
Group Limited KBRAME 100£7T holding
REZR
Carissa Bay Inc. BVI US$5,970,514 100 - Investment
EBRIES 5,970,514% T holding
REZR
Cheng Ming Ming's Beauty World Limited Hong Kong HK$2,001,000 - 100 Investment
HRAEMERERAA &% 2,001,000 holding
RERKR
2)lEEERERaRAE | —2-=55 105



NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

17. INTERESTS IN SUBSIDIARIES (continued)

“E -+ ZH=1+—H

17. B ARz & ()

Place of Nominal value
incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
BT
LER,/
R/ ERE i1l NN
£ TEREHH BREXEE FiERER DL TEEH
Direct  Indirect
= &
Cidesco International School Limited Hong Kong HK$2 - 100 Operation of an
B 2B aesthetic school
KERXER
CMM International Group Limited BVI US$5,970,514 - 100 Investment
EBRIES 5,970,514% T holding
REER
CMM Monita Academy Limited Hong Kong HK$10,000 - 100  Operation of an
N 10,0008 7 aesthetic school
Golden Harbour International Hong Kong HK$10,000 - 100 Trading of
Trading Limited B 10,000/ 7T mineral and
metal products
BOEeB
EmE
Golden Grand Investment Limited BVI US$1 100 - Investment
EBERAHS E holding
REER
Kasper Holding Limited BVI US$1 - 100 Investment
EBRIES (E holding
REER
M.D. Cliniceuticals Company Limited Hong Kong HK$10,000 - 100 Trading of
N 10,0008 7 cosmetic
products
fbremE %
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NOTES TO FINANCIAL STATEMENTS

MR
31 December 2012 E -t H=+—H
17. INTERESTS IN SUBSIDIARIES (continued) 17. B AT 2% (&)
Place of Nominal value
incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
BT
LER/
=313 i1 NN
£8 TEREHH BRELXHE EiERER DL TEEH
Direct  Indirect
B &
Marianne Spa | Limited Hong Kong HK$100 - 100 Provision of
B 1007 7T beauty services
RUED RS
Marianne Spa II Limited Hong Kong HK$2 - 100 Provision of
e 28T beauty services
RUEDT RS
Monita Group Limited Hong Kong HK$30,851,002 - 100 Provision of
&% 30,851,002 7T beauty services
and trading
of cosmetic
products
RUEEDTRE
Rt#mE S
Monita Trademark Limited BVI Uss$2 - 100 Holding of
SREBRAERRA RERTES 2T trademarks
RABRE
Shanghai Cheng Ming Ming Mainland US$1,200,000 - 100 Provision of
Cosmetic Product Ltd. (i) China 1,200,000% 7T consultancy and
LB RER A H technical services
and manufacture
of cosmetic
related products
PRt A R Rl
AR DA B R (b
it m A A 7€ o
Shanghai Cheng Ming Mainland RMB3,000,000 - 100 Trading of
Ming Industrial Ltd. China 3,000,000 A &% cosmetic products
LEEHABREERAA I fbram® %
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

17. INTERESTS IN SUBSIDIARIES (continued)

“E -+ ZH=1+—H

17. B ARz & ()

Place of Nominal value
incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
2R
LER,/
R/ ERE i1l Y WNE|
£ TEREHH BREXEE EEREBDL TEXK
Direct  Indirect
= %
PEREEBEEIER Mainland RMB1,000,000 - 100 Operation of an
China 1,000,000 A &2 # aesthetic school
H B2EXER
LEBRAEAREERAA Mainland US$210,000 - 100 Provision of
China 210,000 7T consultancy
F services and
aesthetic services
REHE ARG R
EXR%
KEHE S (L8) BRAE Mainland US$230,000 - 60 Trading of
China 230,000% T cosmetic products
H tHmE
TEMEEREREERLA Mainland RMB100,000 - 100 Provision of
China 100,000 A R aesthetic services
h RUBEERS
HEERBARAF] Mainland RMB100,000 - 100 Trading of
China 100,000 A R # cosmetic products
h tHmE
Note: i
(i)  These subsidiaries are registered as wholly-foreign-owned () FHEWBRARRBPBEIEZEIMAINGBERE -

enterprises under PRC law.
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NOTES TO FINANCIAL STATEMENTS

MBERRME
31 December 2012 “E T A=+ —H
18. AVAILABLE-FOR-SALE INVESTMENTS 18. A HEKRE
Group Company
REE AN
2012 2011 2012 2011

=F-—=F —FF ZF-—=F —T—F
HKS$'000  HK$'000  HK$'000  HK$'000
TR THET TR THET

Unlisted equity investments, 3 F IR A& & -

at cost HERCANE - 111,410 - -
Impairment A - (94,441) - -
= 16,969 - -
Unlisted equity investments consisted of investments FELFTREAEEREET A HBERE
in equity interests which were designated as available- ZIAERINE  WEMEIHARKES
for-sale investments and have no fixed maturity date or R PN -_E——F KEFDHERBEX
coupon rate. In 2012, the Group disposed of all its interest EIEFTHRAIGE 2R o

in these unlisted equity investments.

19. DERIVATIVE FINANCIAL INSTRUMENTS 19. fT£E €@ IT A
Group
rEH
2012 2011
—E-—F —ZT——F
Note HK$'000 HK$' 000
k=3 TER FHET
Financial assets SREE
Derivative financial instrument HE/BEEKAR
arising from sale/purchase EEZITESRTIA
price adjustments (i) 34,917 -
Financial liabilities cHAaE
Derivative financial instrument HE BB BIKAE
arising from sale/purchase EEZITESRTIA
price adjustments (i) 34,922 -
Foreign exchange forward contract = EffE 54 4 (ii) 392 -
35,314 -
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

19. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)
Note:
(i) The Group is exposed to movements in the copper, silver

and gold price. The Group’s commodity price risk is partly
related to change in fair value of embedded derivatives
in accounts receivables and accounts payable reflecting
copper, silver and gold sales and purchases provisionally
priced based on the average London Metal Exchange cash
settlement price at the quotation period.

(ii) The Group uses forward currency contract to manage
some of its exchange rate exposures. This currency
forward contract is not designated as cash flow, fair
value or net investment hedges and is measured at
fair value through profit and loss. Changes in the fair
value of non-hedging currency derivative amounting to
HK$392,000 were charged to the consolidated statement
of comprehensive income during the year (2011: Nil).

—E—TAEF A=+ —H
19. fTE €M T A (&)
Bt -

(i) AEEEHE RERESEREHAR A&
BErEaERRBRIDEESEEHKARESHE
NHRBPFRARTETAZATFERH - KRR
BEPNRTHRACER MRS REENE
BER REEZEEER-

(i) AEBMURHIINEANEELDERRAR - iR
HSNEAMHWIEREARESR AFELFRE
b WIRAFERAB - PR EBITET
B AFEZE392,0008 TERENELEE S
ARBERAIE(—CT——F  \E) -

20. INVENTORIES 20. 7 &

Group

A5
2012 2011
—F-=F =7
HK$’ 000 HK$’ 000
FHET FAT
Raw materials JR AT # 7,547 6,704
Work in progress & 1,716 882
Finished goods I an 8,325 17,262
17,588 24,848

21. TRADE AND BILL RECEIVABLES

21. EZRWHREREREREE

Group
rEH
2012 2011
—EB-—F —_ZT—F
HK$'000 HK$' 000
TER FHET
Trade and bill receivables B 5 RWEIE & EREE 1,346,575 22,137
Impairment VERIE! (8,310) (6,410)
1,338,265 15,727

The Group has different trading terms with customers for
different businesses.
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31 December 2012

21. TRADE AND BILL RECEIVABLES (continued)

Included in the Group's trade and bill receivable is amount
due from the ultimate holding company of the Company,
Jinchuan Group Co., Ltd. of HK$1,323,238,000 (2011:
Nil).

For services rendered, no credit term is granted to
customers.

For the sale of goods in cosmetic and beauty business,
payment in advance is normally required, except for major
customers. For sales on credit, the credit period granted
to customers generally ranges from one month to three
months.

For trading of mineral and metal products, credit period
granted to its customer ranges from three to six months.

The Group seeks to maintain strict control over its
outstanding receivables to minimise credit risk. Overdue
balances are reviewed regularly by senior management.
The Group has significant concentration of credit risk
where a debtor constitute 99% (2011: 28%) of trade and
bill receivables. In 2012, 94% of the Group's trade and
bill receivables was covered by letter of credit issued by
the banks of the major debtor. In 2011, the Group did not
hold any collateral or other credit enhancements over its
trade receivable balances.

An aged analysis of the trade and bill receivables as at the
end of the reporting period, based on the invoice date and

NOTES TO FINANCIAL STATEMENTS

MR RMEE
—ZFt+=A=t—H
21. EZ R ERERRE (F)

REE 285 REFIANEKEET B
T%$ T?%%ﬂ“Tiﬂﬁﬁﬁﬁ

BRA FXIE1,323,238,000/8 T (=&
——E-ﬁ)

RIREREME  AEBETEHRTEREE
BEH -

MR EREREKHEHEERMS * BE
BRBEIN —RFEFENRIE - BRIRH
EMs  ANEBLTEPZBRIR—MN
T—E@AZ=M@A -
%%E&@%Eﬁa% $%l% =P

RNEBR N HHEBRR R EFRERS
LUBEE B & SR EEESTHE
%t%m% mﬁgﬁékmﬁﬁ%¢@

99% (ZZF——F :28%) EFEIW
%E&E%%WX@—%%%A c AT
——F > KREBZIA%E FEWFIE K fE
WEEBRFEEHAZRITABELEEMR
FTER - RZT——F - AEEWEGRH
B S ENGERETMEAR S EET
g T A -

nno

:‘:/\’/v
IZ\‘Dﬁ

1A BA 7 B E%?E%ZT%T
WA W R R (FIRRRE) 2 Bk ik

net of provisions, is as follows: T
Group
AEE
2012 2011
—F-=F T 7
HK$' 000 HK$" 000
FET FAET
Within 3 months =EANR 1,049,808 10,698
4 to 6 months Y = 7 (& A 281,494 3,164
7 to 12 months +tE=+ @A 3,549 1,865
Over 1 year B8 —F 3,414 -
1,338,265 15,727
2lEmEpERaRAs | —z-=—fx 111



NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

21. TRADE AND BILL RECEIVABLES (continued)
The movements in provision for impairment of the trade
and bill receivables are as follows:

B G E N R

2. EZRUWRERERREE (&)

B 5 e S8 R e R B R T B 8
mF

Group

REE
2012 2011
—B-—F -—T —F
HK$’ 000 HK$' 000

FH& T F&TT

At 1 January ®—A—A 6,410 1,851
Impairment losses recognised EHERAEYFIAZ BEEE

on receivables 1,900 4,559

At 31 December R+-—RA=+—H 8,310 6,410

Included in the above provision for impairment of trade
and bill receivables is a provision for individually impaired
trade and bill receivables of HK$8,310,000 (2011:
HK$6,410,000) with a carrying amount before provision
of HK$13,464,000 (2011: HK$6,410,000).

The individually impaired trade and bill receivables relate
to customers that were in default or delinquency in
principal payments and only a portion of the receivables is
expected to be recovered.
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NOTES TO FINANCIAL STATEMENTS

R 35 3R 3= P o
31 December 2012 —EF -+ —_A=+—H
21. TRADE AND BILL RECEIVABLES (continued) 21. B 5 FE U 2k 18 I3 PE Uk = 48 ()
The aged analysis of the trade and bill receivables that are B S EWESR R EWEE (I E R 5 iE
not individually nor collectively considered to be impaired R B HIRFE) ILER T
is as follows:
Group
rEH
2012 2011
—E2—-F —FT——
HK$' 000 HK$’ 000
FERT FHETT
Neither past due nor impaired A8 R B 1,330,765 10,963
Less than 4 months pass due %0 5 > 5 P M A 537 2,063
4 to 6 months pass due %0 B0 2= 71X (i A 160 836
7 to 12 months pass due BEtrE+ @A 1,649 1,865
1,333,111 15,727
Trade and bill receivables that were neither past due nor I f80 BR NORUE 2 B 5 FE WU IE K B I 2R
impaired relate to a large number of diversified customers BIERZREOTEBRCHE 2 TRE
for whom there was no recent history of default. FEM -
Trade receivables that were past due but not impaired EaBERBECEZEKFKBETIEBR
relate to a number of independent customers that have ZHREAEBRRFREITETCH 2B
a good track record with the Group. Based on past P o REBILE XAREERE
experience, the directors of the Company are of the MZEEBME AR EEERIAREAE
opinion that no provision for impairment is necessary BEXREE - BRFEKDIEERAUBEK
in respect of these balances as there has not been a [B] - EZA B UL 1E AR E B o

significant change in credit quality and the balances are
still considered fully recoverable.
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NOTES TO FINANCIAL STATEMENTS

MGMEME
31 December 2012 —E -+ H=+—H
22. PREPAYMENTS, DEPOSITS AND OTHER 2. AT E - e R EMERR
RECEIVABLES
Group Company
rEH AT
2012 2011 2012 2011

—B--F T —F ZF-=F T —F
HK$'000  HK$'000  HK$7000  HK$'000
TR TAT FERT TAT

Prepayments TEFKIR 4,477 7,104 67 796
Deposits and other e kEAM
receivables J& 1~ K18 10,173 10,084 966 1,429
14,650 17,188 1,033 2,225
None of the above assets is either past due or impaired. Pt EEEE S RE - Fligss e
The financial assets included in the above balances related MEEANTEY \EHE K28 2 FEIRT
to receivables for which there was no recent history of 15 o
default.
23. DUE FROM/TO RELATED PARTIES 23. B EREBEB AL RIE
(a) Amounts due from related parties (a) FEUREEESE A T FRIE
Particulars of the amounts due from related parties, RIEFENTEHE161BIKFAIEER
disclosed pursuant to Section 161B of the Hong Kong RAEUR Bt A T RIBZ BT -

Companies Ordinance, are as follows:

Group - 2012 rEE - —F-—=F

Maximum

amount

outstanding
31 December during 1 January
2012 the year 2012
ZB-CF FrkEE —B--F%
+tZA=t-H ZBENAE -A-H
HK$" 000 HK$’ 000 HK$' 000
THR THR THR
Monita Hair and Beauty College Limited ~ FRBXEFAERERAT 1,134 1,134 1,134
Chen's Industrial Company Limited 162 162 162
TAESAEMRRERAT 732 732 654
CICA Assodiation Limited EaigrEse- 103 103 103

BRAEXAHeERAT

LETHRERDEART 430 430 427
tEENEGESRRAR 291 291 -
2,852 2,480
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31 December 2012

23. DUE FROM/TO RELATED PARTIES (continued)

NOTES TO FINANCIAL STATEMENTS

Pt 35 46 % P

SE— AR A=A

23. B FETREBE A T FRIE (])

(@) Amounts due from related parties (continued)

(a) U ERE A+ XE(F)

Group - 2011 $;ﬁ(l§‘ 7:%@__5-:'5
Maximum
amount
outstanding
31 December during 1 January
2011 the year 2011
_T--F FRAEE —T——F
TZA=1+-A Z&=EHE  —A-H
HK$"000 HK$" 000 HK$" 000
TET TEL TET
Monita Hair and Beauty College Limited ~ S{EEXEZAERAR 1,134 1,139 1,139
Chen'’s Industrial Company Limited 162 162 162
FEEREYMMBERRA 654 654 616
CICA Association Limited Rpfgrase- 103 103 103
BREEEARe AR
LETRERDEABT 427 427 402
CHENG Ming Ming HeAH - 169 169
2,480 2,591

The amounts due from related parties do not contain
impaired assets. The Group does not hold any
collateral or other credit enhancements over these
balances.

The above related parties are parties in which a
director of the Group’s subsidiaries or her close
family members had controlling beneficial interests.
The balances with related parties are unsecured,
interest-free and repayable on demand.

R A T 2 REL T B EREBE
AREE AW B A FERT AT ER MK
HMRAERZRE -

FRBEABATHSARBEET —REFH
BEORREREREESEHIRR L
AL BEBALZEHRAEER 28
IR BERFER -
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012 —E -+ _A=+—H
23. DUE FROM/TO RELATED PARTIES (continued) 23. FEUN FEAT BB EE A+ 2RIE (4F)
(b) Amounts due to related parties (b) FEEATREEE A LFE
Group
rEH
2012 2011
—B-ZF —ZT——%
HK$' 000 HK$’ 000
FERT FHET
Peakjoy Global Ltd. 250 861
FEESEDRRARAA 290 288
CHENG Ming Ming* ZFEAAR" 18,206 7,808
HUANG Chen Wei Lay, = PR A4 R
Bernadette 220 -
FL Professionel Ltd. FFEEEXRINBRAR - 120
18,966 9,077

! The balance contains loans of HK$16,866,000
(2011: HK$6,295,000) from a director of the Group's
subsidiaries, CHENG Ming Ming. The loans denominated
in Renminbi and Hong Kong Dollar are unsecured, bear
interest at a range of 0% to 6.5% per annum and are
repayable on demand.

Except for the loans mentioned above, balances
due to related parties as at 31 December 2012 and
2011 are unsecured, interest-free and repayable on
demand.
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31 December 2012

24. CASH AND CASH EQUIVALENTS
(@) Cash and cash equivalents

NOTES TO FINANCIAL STATEMENTS

(b)

MR RMEE
5 BV =8

24. BERBAESSEEARZRFIREER
() RERBREEEHEHE

Group Company
rEH b /N
2012 2011 2012 2011
=B-=F —FF =B-=fF —FF
HK$’ 000 HK$" 000 HK$’ 000 HK$' 000
FTERT FHET THET FHET
Cash and bank Re MIRITHEH
balances 41,761 12,150 2,349 4,290
Time deposits E HATF 3K 260,338 701,547 105,138 301,354
Cash and cash RekReFE
equivalents B H 302,099 713,697 107,487 305,644

At the end of the reporting period, the cash and
bank balances of the Group denominated in
Renminbi ("RMB"”) amounted to approximately
HK$27,080,000 (2011: HK$254,111,000). The
RMB deposited in banks in Mainland China of the
Group of approximately HK$4,700,000 (2011:
HK$6,312,000) is not freely convertible into other
currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised
to conduct foreign exchange business.

Cash at banks earns interest at floating rates based
on daily bank deposit rates. Short term time deposits
are made for varying periods of between one day
and three months depending on the immediate cash
requirements of the Group, and earn interest at the
respective short term time deposit rates. The bank
balances are deposited with creditworthy banks with
no recent history of default.

Restricted cash deposits

Restricted cash deposits related to bank deposits
placed with a bank as a security for issuance of letters
of credit in favor of the Group’s suppliers.

RERAMLEER  KREBZARK
FHER € RIR1T4#49/527,080,000
B (ZZFE——F 254,111,000
BIT) o NE B F MR B KEER
77 494,700,000 7T (=T — —4F -
6,312,000 L) 2 AR TEBEE R K
BMmEEMEE  BREPRKEZ
OIMNEE BER REE - SERFE
ERHE)  AEERFEBERYE
ITINEEBE 2 RITIEAREHIBABHE
fth B HE o

FRIITZRERIFET BIRITHERN
RIF N REREA B - AT HF
RRFAEBEZRRSFRMD R/
NF-—AE=ZEAZTRERY &
1E R8RS HATE B AROR R ERER A B, $R
TTRESR T R I BT A R R A2 8 2 12
BRIFIRTT -

(b) ZRFFEEFK
XRHReFRIEERFARITE
ARBELERRER T ASEHER
ZRITIFR
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NOTES TO FINANCIAL STATEMENTS

MGMEME
31 December 2012 —E -+ _A=+—H
25. TRADE AND BILL PAYABLES 5. EZRENRERENRE
An aged analysis of the trade and bill payables as at the REREEAER KRB ZEHEH B 50E
end of the reporting period, based on the invoice date, is NEHmEEEMNEZE ZEEBRSTTWOT
as follows:
Group
rEH
2012 2011
—EB--F ~—ZT——%F
HK$’' 000 HK$" 000
THERT FHET
Within 3 months =EAN 912,598 9,589
4 to 6 months AN FE 15,164 1,904
7 to 12 months +tE=+ @A 118 1,050
Over 1 year 838 — 5,336 603
933,216 13,146
The trade and bill payables are non-interest-bearing and BoENZBRENEE SRS X —/
are normally settled within 90-day terms. JARO0BR N&EE °
26. OTHER PAYABLES AND ACCRUALS 26. HWENRERENER
Group Company
rEE YN
2012 2011 2012 2011
—2-_F —T——F ZFB-_-F —T——F
HK$' 000 HK$" 000 HK$' 000 HK$" 000
THER T T THET T
Deferred income EEWA 8,333 11,176 - -
Other payables o th B 5K IB 19,525 24,955 - 75
Accruals EETEM 9,010 6,238 4,735 1,921
36,868 42,369 4,735 1,996
Other payables are non-interest-bearing and have an HEMNZEARE » THEFEBHAE=A
average term of three months. A o
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NOTES TO FINANCIAL STATEMENTS

B ERME
31 December 2012 —EF -+ —_A=+—H
27. INTEREST-BEARING BANK BORROWINGS 27 ERITEE
2012 2011
Z%-Cf &
Effective Effective
Group interest interest
Notes rate Maturity ~ HK$'000 fate Maturity HK$" 000
A58 iR EBEE R  TEn ERER HEA Tin
Bank overdrafts - unsecured  R{TEY - BEH @) Higherof ~ Ondemand 2,003 HBOR+4%  On demand 2,391
Bank of EastAsia ~ REX&E AERSHY%  RERER
HKS Prime Rate and
HIBOR + 3%
REBTEL
NERERRT
BEERERE
B%ZANREE
Bank loans - secured ROER-BER (b) BLR¥1.12 013 14930 BLR*1.12~1.15 2012 20982
EXxfiE -8-= ErEE -3z
Rl 1.12 FIE1.02~1.15
16,933 23373

Notes: BMEsE -

(a) The Group's overdraft facilities amounted to HK$2,600,000 (@ AEBERZTE—-F+ZA=+—BZEBEIXEA
(2011: HK$ 5,100,000) at 31 December 2012, of which 2,600,000/ 7T (=% ——4 : 5,100,000 T)
HK$2,003,000 (2011: HK$2,391,000) were utilised. The & 712,003,000/ 7T (=% —— 4 : 2,391,000/
effective interest rate on bank overdrafts is the higher of T BB - RITEX 2 BRFHRBRERT
Bank of Fast Asia HK$ Prime Rate and HIBOR+3% (2011: BILEEEMNERBEBRITRAEFRE+3%ZHD
HIBOR+4%) per annum. BoE (22— F : EBRITAEFRE+4%)

(b) Bank loans amounting to HK$14,930,000 (2011: (b) RITHRM(E14,930,0008 T (ZF ——F:

HK$14,812,000) are secured by mortgages over the Group's
buildings and prepaid land lease payments which had carrying
values of approximately HK$13,933,000 and HK$4,042,000
(2011: HK$15,673,000 and HK$4,730,000) (note 13 and note
14), respectively, at the end of the reporting period.

In 2011, included in the secured bank loans were bank loans
amounting to HK$6,170,000 secured by an asset owned by
Chen’s Industrial Company Limited, a company controlled by a
director of the subsidiaries. These bank loans were fully repaid
in 2012, and were denominated in Renminbi and at floating
rates.

14,812,000/ 7T) VAL @B 2 EF RIEF L
M2 RBEAER RERBHLEAZEE
B9 B #) /413,933,000 7T &4,042,0007 7T (=
T ——% 15,673,000/ 7T 24,730,000 7T ) (M
E13RMITE14) o

RZTE——F BERABLTERBE -2
6,170,000/ 7L 2 $R4TE K » JhbA—HMHChen ' s
Industrial Company Limited (HM{B ARG — 2 E %
Bz AR BMEZEERER - ZERITER
ERZT——F2HEE WUAREAEMK
LUZB)FIRET S -
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NOTES TO FINANCIAL STATEMENTS

BB H &M
31 December 2012 —E -+ _A=+—H
28. FINANCE LEASE PAYABLES 28. B RIS HE
The Group leased certain of its motor vehicles and office NEBHEBEFAEUANBRAZTRE - A
equipment. The leases were classified as finance lease and AHESHEAMENRE  FIrHEFHA
have remaining lease terms of four years. P4 o
At 31 December, the total future minimum lease RtT+-ZA=+—8B REREHEERKE
payments under finance leases and their present values MrzxEHSEBELRESE ZIRESS W
were as follows: T -
Group AEH
Present value  Present value
Minimum Minimum = of minimum of minimum
lease lease lease lease
payments payments payments payments
BEHSE HEHe BREHSRE SEHESRE
2012 2011 2012 2011
—®-=f —T-F Z=®B-=F Z—TF
HK$’ 000 HK$' 000 HK$’ 000 HK$'000
TER FET TER TET
Amounts payable: FERTRIE -
Within one year —FR 118 406 115 388
In the second year E_F 28 107 28 104
In the third to fifth years, inclusive ~ F=FZFRHF
(BHREEMF) 32 26 26 22
Total minimum finance lease RERENEEE
payments 178 539 169 514
Future finance charges ARBEER (9) (25)
Total net finance lease payables B FRBERERE 169 514
Portion classified as current liabilities %48 &% &) & & #9567 (115) (388)
Non-current portion B EH 54 126
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NOTES TO FINANCIAL STATEMENTS

MR
31 December 2012 —EF -+ —_A=+—H
28. FINANCE LEASE PAYABLES (continued) 28. ERREHE (&)
Company NN
Present value  Present value
Minimum Minimum ~ of minimum of minimum
lease lease lease lease
payments payments payments payments
EEES EHe REALHE SEHSRE
2012 2011 2012 2011
—®-=f T -F ZB-=fF T F
HK$’ 000 HK$' 000 HK$’ 000 HK$' 000
THERT FET THERT TET
Amounts payable: FERTRIE
Within one year —FR - 13 - 12
In the second year F-F - 13 - 11
In the third to fifth years, inclusive ~ E=FE2FHEF
(BREEMF) - 27 - 23
Total minimum finance lease REREHEBE
payments - 53 - 46
Future finance charges ARBEER - (7)
Total net finance lease payable R FmEHERSE - 46
Portion classified as current liabilities % %8 7% &) & & #5643 - (12)
Non-current portion FEmEEH - 34
29. DUE TO NON-CONTROLLING SHAREHOLDER OF 29. FEATHI B A B FE IR IR > 2E
SUBSIDIARIES
The balance is unsecured, interest-free and repayable on EREHAEEE . @B RIREKEE
demand. R oo
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

“E -+ ZH=1+—H

30. DEFERRED TAX LIABILITIES 30. EERIBEA S

Movements in deferred tax liabilities during the year are as FRNELEHRBEEEESHW T -
follows:
Group
rEH
Depreciation allowance
in excess of
related depreciation
EBERITEZITERE
2012 2011
—B--F —FT——
Note HK$’000 HK$’ 000
lhEsd FHET FHET
At 1 January m—H—AH 1,776 2,563
Deferred tax credited to SFAEEZBEENIA
profit or loss 10 (235) (787)
At 31 December R+ZHA=+—H 1,541 1,776

The Group has tax losses arising in Hong Kong of
HK$3,420,000 (2011: HK$9,868,000) that are available
indefinitely for offsetting against future taxable profits of
the companies in which the losses arose.

The Group also has tax losses arising in Mainland China of
HK$40,992,000 (2011: HK$33,220,000) that will expire
in one to five years for offsetting against future taxable
profits.

Deferred tax assets have not been recognised in respect of
those losses as they have arisen in subsidiaries that have
been loss-making for some time and it is not considered
probable that taxable profits will be available against
which the tax losses can be utilised.
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NOTES TO FINANCIAL STATEMENTS

MR
31 December 2012 —EF -+ —_A=+—H
31. ISSUED CAPITAL 31. BR{T R
2012 2011
—E-CF —T——F
HK$’ 000 HK$’ 000
TET TER
Authorised: ATE
5,000,000,000 (2011: 5,000,000,000) 5,000,000,000/% (=& ——%F :
ordinary shares of HK$0.01 5,000,000,000/% ) &R EE0.01/E T
(2011: HK$0.01) each (Z2——%:0018x) 2 LBk 50,000 50,000
Issued and fully paid: BEITRER
2,754,873,051 (2011: 2,754,873,051) 2,754,873,051f% (=5 ——F :
ordinary shares of HK$0.01 2,754,873,0511%) B R EE0.01% T
(2011: HK$0.01) each (ZE——F:00181) 2 E&BKR 27,549 27,549
A summary of the transactions during the year with FRNEBANATERTET BRI AES 2
reference to the changes in the Company’s issued TEHEEWNT
ordinary share capital is as follows:
Number of ~ Number of Share
authorised shares Share premium
shares in issue capital account Total
BRIT
HEERBHA RG#A Bkx  ROBER H
Note HK$'000 HK$' 000 HK$' 000
iz THL TEL TEL
At 1 January 2011 RZF-——F—-A—H 5,000,000,000 2,728,473,051 27,285 1,178,530 1,205,815
lssue of shares B (a) - 26,400,000 264 15,312 15,576
Transfer of share options  {T{ iR 2N & 1% & R
upon the exercise of
share capital - - - 8,107 8,107
At31December 2011 R=ZE——F+-A=1—H 5,000,000,000 2,754,873,051 27,549 1,201,949 1,229,498
Transfer of share premium &7 & B &% = BB
to accumulated losses (b) - - - (503,101) (503,101)
At31December 2012  A=ZF——F+-A=1—H 5,000,000,000 2,754,873,051 27,549 698,848 726,397
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

31.

32.

ISSUED CAPITAL (continued)

(@) During the year ended 31 December 2011,
subscription rights attaching to 26,400,000 share
options were exercised at the subscription price
of HK$0.59 per share, resulting in the issue of
26,400,000 shares of HK$0.01 each for a total
cash consideration of HK$15,576,000. An amount
of HK$15,312,000 was transferred from the share
option reserve to the share premium account upon
the exercise of the share options.

(b) On 20 June 2012, a resolution was passed by the
directors of the Company to offset accumulated
losses of the Company of HK$503,101,000 against
its share premium account.

SHARE OPTION SCHEME

On 15 October 2003, the Company adopted a share
option scheme (the “2003 Scheme”). The purpose of
the 2003 Scheme is to provide incentives and rewards
to the eligible participants who contribute to the Group,
and to enable the Group to recruit and retain high
calibre professionals, executives and employees who
are instrumental to the growth of the Group. Eligible
participants of the 2003 Scheme include the directors
(including executive directors and non-executive
directors), and employees of the Group, consultants or
advisers of the Group, suppliers of goods or services to the
Group, customers of the Group or business alliance of the
Group and shareholders of the Group. The 2003 Scheme,
unless otherwise terminated or amended, will remain in
force for a period of 10 years from 15 October 2003.

On 20 June 2012, the Company adopted a new share
option scheme (the “2012 Scheme”) and terminated the
2003 Scheme. The purpose of the 2012 Scheme is to
provide incentives and rewards to the eligible participants
for their contribution and continuing efforts to promote
the interests of the Group. Eligible participants of the
2012 Scheme include the directors (whether executive or
non-executive, including any independent non-executive
director) and employees (whether full time or part time)
of the Group. The 2012 Scheme, unless otherwise
terminated or amended, will remain in force for a period
of 10 years from 20 June 2012.
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31. BB ITRA (F)

32.

(a) REE=ZT—F+-HA=+—HL
FZ + 26,400,00017 & A% 4 P b 3R B2
EEIERBESRSIETITE - A
il #1726, 400 L0001 X EH0.01/8
T2 - BIREREA15,576,000
T ° 15, 312 00078 T E RITIFE BB A%
ERAEREFEEBRERNDRE
EE o

by RZZE——FXA=-+H AQA=E
%ﬁ?@ IE/?Q 7%% ! EAHXTQ/EEEEW
AN R R5HEE503,101,000/8 7T °

BRESE
ARBR-_ZFZ=F+ATHERABR
T’ééfiriﬂ(f_%?%?:ﬁﬂréﬂ ) BEEAR

RAAAER2RERHEHLREERS
HAKBEMELER - WEAKE R EE
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HERA - AEEEmIRGHEER - A%
BEEPRAKEXRBEH  ARANKEK
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A - =FHEAKE _FTFT=F1+H
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NOTES TO FINANCIAL STATEMENTS
A 35 48 R B 5

31 December 2012 —E-HFt+HAH=+—H

32. SHARE OPTION SCHEME (continued) 32. BB RELH B ()

The maximum number of shares which may be issued
upon exercise of all options to be granted under the 2012
Scheme, any other new share option scheme and existing
scheme of the Company shall not, in aggregate, exceed
10% of the ordinary shares in issue as at the adoption of
the 2012 Scheme or any other new share option scheme
of the Company. The Company may seek approval of its
shareholders in a general meeting to refresh the 10%
limit under the 2012 Scheme. The total number of shares
issued and to be issued upon exercise of the share options
granted under the 2012 Scheme and any other share
option scheme of the Group (including both exercised and
outstanding options) to each participant in any 12-month
period up to the date of grant shall not exceed 1% of the
ordinary shares in issue at the date of grant. Any further
grant of share options in excess of this limit is subject
to shareholders’ approval in a general meeting of the
Company.

Any share option granted under the 2012 Scheme to a
substantial shareholder (as defined in the Listing Rules of
the Hong Kong Stock Exchange) or an independent non-
executive director (or any of their respective associates)
of the Company, in excess of 0.1% of the ordinary shares
of the Company in issue at the date of grant and with
an aggregate value (based on the closing price of the
Company’s shares as quoted on the Hong Kong Stock
Exchange at the date of each grant) in excess of HK$5
million, within any 12-month period up to and including
the date of such grant, are subject to recommendation
from the independent non-executive directors of the
Company (excluding any independent non-executive
director who is also the grantee of the options) and
shareholders’ approval in a general meeting of the
Company.

A share option may be accepted by a participant within
14 days from the date of the offer for grant of the
option. The exercise period of the share options granted
is determinable by the directors in accordance with the
terms of the 2012 Scheme, and commences from the date
of acceptance of the offer of grant of the share options
and ends on a date which is not later than 10 years from
the date of grant of the share options. At the date of offer
of the option, the directors of the Company may specify
any conditions which must be satisfied before any option
may be exercised.
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

“E -+ ZH=1+—H

32. SHARE OPTION SCHEME (continued) 32. BB RELH B (4F)

The exercise price of the share options is determinable
by the directors of the Company, but must not be less
than the highest of (i) the closing price of the Company’s
shares as stated in the Hong Kong Stock Exchange’s daily
quotation sheet on the date of the offer for grant, which
must be a business day; (ii) the average closing price of
the Company’s shares as stated in the Hong Kong Stock
Exchange’s daily quotation sheets for the five business
days immediately preceding the date of the offer of the
grant; and (iii) the nominal value of the ordinary share.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

The following share options were outstanding under all
share option schemes of the Company during the year:

BRETEERARREREE  ETH
ERTIN=F2&5%F  ()ANRFBRMOR
RERHWBEB(WAREXER) EBBH
R ABERAMRZEHE : (DAR
AR R ERRZRE A AEZERA
EEEMIMEHRERAMRZFHI
mE i) E amEE -

BRAREg ERE-

FARBARR A BRET SR 2
RITEBRENT

2012 2011
—F-=F —F——F

Weighted Weighted
average Number average Number
exercise price  of options exercise price of options

hnE g N4 15
THEE BREHER T1EE BREHE
HK$ 000 HK$ 000

per share per share
BRET TR BRAET Tk
At 1 January W—A—8H = = 0.59 26,400
Granted during the year FAREHRE - - - -
Exercised during the year ~ FRBE{T{E - - 0.59 (26,400)
At 31 December R+=—A=+—8H - - - -

1 26 JINCHUAN GROUP INTERNATIONAL RESOURCES CO.LTD |  ANNUAL REPORT 2012



31 December 2012

32.

33.

SHARE OPTION SCHEME (continued)

The share options granted under the 2003 Scheme were
fully exercised in 2011 at HK$0.59 per share. Further
information on the exercise of share options detailed in
note 31(a) to the financial statements.

During 2010, the Company granted 26,400,000 share
options for the subscription of the Company’s shares of
HK$0.01 each, at an exercise price of HK$0.59 per share
option, to certain directors, employees and consultants of
the Group pursuant to the 2003 Scheme. The fair value
of the share options granted in 2010 was HK$8,107,000
and this was fully expensed in the Group’s consolidated
statement of comprehensive income for the years ended
31 December 2010 and 2011.

At the end of the reporting period, the Company had no
share options outstanding under the 2003 Scheme and
2012 Scheme.

RESERVES

(@) Group
The amounts of the Group's reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes
in equity.

Contributed surplus

The Group’s contributed surplus represents the
excess of the nominal value of the shares of the
subsidiaries acquired pursuant to the Group
reorganisation over the nominal value of the
Company’s shares issued in exchange therefor.

NOTES TO FINANCIAL STATEMENTS
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

33. RESERVES (continued)
(@) Group (continued)

Reserve funds

In accordance with the PRC Company Law and the
respective Articles of Association of Shanghai Cheng
Ming Ming Industrial Ltd., /85§28 B ¥ 555 2%
, EBMBEREEEAR A Fland EBEHHARA
A], these companies are each required to allocate
10% of their profit after tax, as determined in
accordance with PRC Generally Accepted Accounting
Principles (“GAAP"), to the statutory surplus reserves
(the "SSR") until such reserves reach 50% of the
registered capital.

Shanghai Cheng Ming Ming Cosmetic Product
Ltd. ("CMMC") andMEHE S (L&) BRAQF]
("MEZEH5") are wholly-foreign-owned companies.
According to the relevant PRC regulations applicable
to wholly-foreign-owned companies, CMMC andHE
%3hare required to allocate a certain portion (not
less than 10%) of their profit after tax in accordance
with PRC GAAP to the statutory reserve fund
(the “SRF") until such reserve reaches 50% of its
registered capital.

The SSR and SRF are non-distributable other than
in the event of liquidation and, subject to certain
restrictions set out in the relevant PRC regulations,
can be used to offset accumulated losses or be
capitalised as issued capital.
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NOTES TO FINANCIAL STATEMENTS

M 35 8 = &
31 December 2012 —EF -+ —_A=+—H
33. RESERVES (continued) 33. #1E (48)
(b) Company (b) AR
Share Share
premium option  Contributed  Accumulated
account reserve surplus losses Total
ROEEER — BREGRE N g ER h
HK$' 000 HK$"000 HK$" 000 HK$'000  HK$'000
TR T TET Tér  TiEn
(note ) (note i)
(i3t) (W)
At 1 January 2011 —5——%-B-H 1,178,530 7,138 28470 (433802) 780,336
Fquity-settled share RAEEEREDH
option arrangement - 969 - - 969
Loss for the year ERER - - - (69.299)  (69.299)
Transfer of share option 7R RAKEB B fE
feserve upon the exercise
of share capital 8,107 (8,107) - - -
lssue of shares B 15312 - - - 15312
At31 December 2011 and N=F——%F+ZA=F-H
1 January 2012 RZE--5-f-H 1,201,949 - 28410 (503,101) 727,318
Loss for the year EnER - - - (17,769)  (17,769)
Transfer of share premium {3 B &% 2 23t E i
to accumulated losses (i) (503,101) - - 503,101 -
At 31 December 2012 RZE-ZE+ZA=1-H 698,848 - 28410 (17,769) 709,549

Notes: P EE

() The share option reserve comprises the fair value of () BRERGELECRLERTEZEREBZAF
share options granted which are yet to be exercised, BN BEBREMAISARDAER IR H 2 G
as further explained in the accounting policy for share- TR PR L) - BRARIAE N AE RIS IR 1T
based payment transactions in note 3 to the financial EREREERMNEER -
statements. The amount was transferred to the share
premium account when the related options were
exercised.

(i) The Company's contributed surplus represents the excess (i) ARARZHARBRERBEEAMTMENE 2 AR
of the fair value of the shares of the subsidiaries acquired MAFEBEARRBABITURDZERD 24
pursuant to the reorganisation over the nominal value of AEIRDEEZFE -
the Company’s shares issued in exchange therefor.

(iii)  On 20 June 2012, a resolution was passed by the directors (iif)

of the Company to offset accumulated losses of the
Company of HK$503,101,000 against its share premium
account.

RZE——FXAZ+H ARARBE—BERE
%= AR T2 REHEE503,101,0000%8 T8 H AR
iR BRI o
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NOTES TO FINANCIAL STATEMENTS

R 35 8 R P =X
31 December 2012 —E -+ H=+—H
34. DISPOSAL OF A SUBSIDIARY 34. HEKE QD F
Disposal of a subsidiary during the year ended 31 BE-E——-F+-A=1+—HIEFEEH
December 2012 E B A A
In June 2012, the Group disposed of its entre interest RZZTE——FXA » NEEHHERFairlady
in the issued share capital of Fairlady Cosmetic Limited Cosmetic Limited ([ Fairlady ]) 2 28 2 217
("Fairlady”) at a net consideration of HK$10,000. ARz - REFEA10,00008 7T ©
HK$' 000
FHT
Net assets disposed of: FrhE 2 BEFE
Prepayment, deposits TERTFRIE -~ 1R e K HE b EURIE
and other receivables 2
Gain on disposal of Fairlady it EFairlady 2 & F| 8
10
Satisfied by: IATRBN AR -
Cash Re 10
An analysis of the net inflow of cash and cash equivalents HE—FBBARIZIRS RS EE
in respect of the disposal of a subsidiary is as follows: HBHEBEAFEZESTWOT
HK$’ 000
FHx
Cash consideration ReRE 10
Cash and bank balances disposed of HE RS RIBTTES —
Net inflow of cash and cash equivalents i &Fairladyz 3R& LIRS FEIEE RAFRE
in respect of the disposal of Fairlady 10
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NOTES TO FINANCIAL STATEMENTS

BB ERME
31 December 2012 “E T A=+ —H
34. DISPOSAL OF A SUBSIDIARY(CONTINUED) 34 LEWE DT (&)
Disposal of a subsidiary during the year ended 31 HE2_E—F+_A=1+—"HILFEH
December 2011 =N E NG
In May 2011, the Group disposed of its entre interest in RZE——FRA XEHBLEER
the issued share capital of Performing Investments Limited Performing Investments Limited ([ PIL |)
(“PIL") at a net consideration of HK$69,769,000 (net of a >PEHEBRTRAZER  REFFE A
loan due to the Company of HK$8,231,000). 69,769,000/%8 jT (N Bk FE AN A & B 3
8,231,000/ 7T) °
HK$' 000
FAT
Net assets disposed of: & 2 EEFE
Available-for-sale investments AHHERE 40,918
Loan from PIL to Sociedade De PIL{& T-Sociedade De
Investimento Imobiliario Investimento Imobiliario
Pun Keng Van, S.A. Pun Keng Van, S A B 28,089
69,007
Gain on disposal of PIL HEPILZ &7 762
69,769
Satisfied by: IATRBN AR -

Cash Re 69,769
An analysis of the net inflow of cash and cash equivalents HE—FMNBEARzRE R EEEER
in respect of the disposal of a subsidiary is as follows: MASEZE DN I

HK$’ 000

FHET

Cash consideration RERE 69,769

Cash and bank balances disposed of HEHRE RIRITER -
Net inflow of cash and cash equivalents  H&PILZE & KA EEER

in respect of the disposal of PIL MAHEE 69,769
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NOTES TO FINANCIAL STATEMENTS
B35 R RO EE

31 December 2012

35. CONTINGENT LIABILITIES

As at 31 December 2012, the Company provided
guarantees of HK$4,290,000,000 (2011: HK$2,500,000)
to banks in connection with banking facilities granted
to certain subsidiaries by the banks. As at 31 December
2012, out of the facilities granted, approximately
HK$457,702,000 for letter of credit issuance (2011:
HK$510,000 for overdrafts drawn down) were utilised.

36. OPERATING LEASE ARRANGEMENTS
The Group leases certain of its leasehold land and
buildings under operating lease arrangements. Leases
for leasehold land and buildings are negotiated for terms
ranging from one to three years.

At 31 December, the Group and the Company had total
future minimum lease payments under non-cancellable
operating leases as follows:

R e A

35. AREE
RZE——F+-_A=+—H ' AQaH%
BITERTFETHB AR ZRITRLE - MR
1712£4,290,000,000/8 7T (ZFE——4F :
2,500,000 7C) R c R ——F +=
A=Z+—HB ERLZBETREPELY
457,702,000 ¢ (RELERAMRK) (=
——4F : 510,000/ 7T (BFTIRBZES))
ETFHMA -

36. EREMHERH
AEERBEEHELRHFHEHAETHES
wwREF - HABET W REFEHRE
KRBT F—E=4F-

W+—A=+—8  KEBLKARQAIRE
TH A RS L HEEHRBRAS N Z &
KSR WT -

Group Company
rEH b /N
2012 2011 2012 2011
=E--F —T——% ZB-=f —T——F
HK$’ 000 HK$' 000 HK$' 000 HK$' 000
FHET FHET THET FAT
Within one year —FE R 8,295 9,275 1,159 1,159
In the second to fifth years, M&E —EF A F
inclusive (BIEEEMF) 12,367 1,844 - 1,159
20,662 11,119 1,159 2,318
37. COMMITMENTS 37. A&

Other than the operating lease commitments detailed in
note 36 to the financial statements above, the Group and
the Company had no significant capital commitments at
31 December 2012.

1 32 JINCHUAN GROUP INTERNATIONAL RESOURCES CO.LTD |  ANNUAL REPORT 2012

B B XS IR R M 365t < A S I B A
BN RZTE——F+=-_F=+—H &K
& B KA R B I A0 E R E ARAGE



NOTES TO FINANCIAL STATEMENTS

31 December 2012

38. RELATED PARTY TRANSACTIONS

(a)

In addition to the transactions detailed elsewhere
in these financial statements, the Group had the

P 35 48 R B G
SE— AR A=A
38. BBEA TR 5

(a) BREMBHMREMBTFR RS
S REBRFRNEFBRALEETT

following material transactions with related parties THEARXS
during the year:
2012 2011
—F-=F —T——F
Note HK$'000 HK$' 000
Bt 5 FTET FETT
Rental expenses paid to TR AT+
related parties” ZMHeRx! (i) 1,236 1,146
Management fee paid to B Uk B A+
related parties? ZEBBIAY (ii) 600 850
Consultancy fee paid to AT B A A
a director of a subsidiary —REEZEME (ii) 600 600
Sales of mineral and metal HERERSBER
products to ultimate parent TR QA (ii) 1,740,990 -
Guarantee from a company MBAR—RES
controlled by a director P2 il 2~ R AR 4
of a subsidiary H LR 2,600 6,170

# The related parties are parties in which a director of a
subsidiary, a key management personnel of a subsidiary
or their close family members have controlling beneficial
interests.

Notes:

(i)  Rental expenses paid to related companies were made
according to the prices and conditions stated in the
tenancy agreements that were agreed between the
Group and the related companies.

(i) Consultancy fee and management fee were paid in
accordance with the contractual terms agreed between
the Group and the related companies.

(iii) Sales are made to ultimate holding company of the
Company. Selling price is determined by reference to
relevant mineral/metal price quoted on London Metal
Exchange and negotiation between both parties.

# BEALTDIBLRES WEARTEEEA
BYREZORAEEREREEZAL -

(i) XN TEEBRRZEE R TYIR R S E R
NAGE RN AEGZEHI 2 B8 LGFEE -

(iy EXNZEMERERETREANEREEKA
BIFTIHE 2 & # IR M EE -

(i) HEDMAREZ KEERIBEL - EEDHZ
REBGBACBRIMRETGRLBRE &8
B METE °
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NOTES TO FINANCIAL STATEMENTS

B35 R RO EE

31 December 2012

38.

39.

RELATED PARTY TRANSACTIONS (continued)
(b) Outstanding balances with related parties:

Details of the Group’s balances with related parties
as at the end of the reporting period are disclosed in
note 23 to the financial statements.

(c) Compensation of key management personnel of the
Company:

The key management personnel of the Company are
its directors. Further details of their remuneration are

disclosed in note 9 to the financial statements.

FINANCIAL INSTRUMENTS BY CATEGORY

B G E N R

38. AL 5 (&)

(b) EEEEEALTZREEGESR

B B B R A

ﬂ:/'\'/\'
“E

F 7N £ [ £ 7 g

AT Z BEHRFHIBERMERERM 23

R -

RRAREFEERAEBZME ¢

ARAZEBRERABRES - A
BEM D 2 BN B RA MG

39. ERB S 2EMTA

The carrying amounts of each of the categories of ZEpeMmTERPRAPMAEER Z2ER
financial instruments as at the end of the reporting period =R N
are as follows:
Group rE
Financial assets SREE
2012 2011
—§-CF ZF-F
Financial
assets at Available-
fair value for-sale
Loans and through Loans and financial
receivables  profit or loss Total  receivables assets Total
ROYHE
¥R HABEZ EMR FfEHE
EHHE  SREE ar  BUWEE SREE h
HK$' 000 HK$' 000 HKS' 000 HK$' 000 HK$' 000 HK$" 000
THR TR ThR TiEn TiEn TiEr
Available-forsale investments W HERE - - - - 16,969 16,969
Trade and billreceivables EHRUARENER 1,338,265 - 1338265 15727 - 15727
Financia assets included in TARMNE e
prepayments, deposits and REMENE
other receivables LEREE 10173 - 10173 10,084 - 10,084
Derivative financialinstruments ~ $T4££BIA - 34,917 34917 - - -
Amounts due from related parties  EVEEE A +308 285 - 2852 2480 - 2,480
Restricted cash deposits XRHREHER 39833 - 39833 - - -
Cash and cash equivalents ReRAEFERR 302,099 - 302,099 713,697 - 713,697
1,693,222 34917 1,728,139 741,988 16,969 758,957
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NOTES TO FINANCIAL STATEMENTS

B4 3% 8k R P 5E
31 December 2012 —E-HFt+HAH=+—H
39. FINANCIAL INSTRUMENTS BY CATEGORY 30. RERE S 2SI A (HF)
(continued)
Group (continued) REHF(F)
Financial liabilities o =R
2012 2011
—2--F —T——F
Financial
liabilities at Financial Financial
fair value liabilities at liabilities at
through  amortised amortised
profit or loss cost Total cost
BAVE REHERE REERA
TABHEZ dEZ FE2
CREE cRAE #st 2RBRE

HK$' 000 HKS$'000 HK$’ 000 HK$' 000
TET TR FER THET

Trade and bill payables B RN RERENRE - 933,216 933,216 13,416
Other payables H it BN TR - 19,525 19,525 24,955
Interest-bearing bank borrowings i BRFTIEE - 16,933 16,933 23,373
Finance lease payables ENRERE - 169 169 514
Amounts due to related parties JERTRRE A T 500E - 18,966 18,966 9,077
Amounts due to non-controlling  EERHTBARIZEERR R B
shareholders of subsidiaries - 593 593 600
Derivative financial instruments fTHEeRTH 35,314 - 35,314 -
35,314 989,402 1,024,716 71,935
Company AAFE
Financial assets SRMEE
2012 2011
—EB-—-F —ZET——=%F
Loans and Loans and
receivables receivables
PE W R 1E JE W IE
HK$’'000 HK$' 000
FHERT FHET
Financial assets included in FFATENIE - = KHEM
prepayments, deposits RSB € B EE
and other receivables 966 1,429
Amount due from subsidiaries JE U BT /BB & R 3R IR 586,445 402,173
Cash and cash equivalents RekReFEEER 107,487 305,644
694,898 709,246

¢)EEEREEsRAs | —2——=5 135



NOTES TO FINANCIAL STATEMENTS

B35 R RO EE
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39. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

& -FtrZHA=+—H

39. ZERE s z2EMIT A (HF)

Company (continued) AT (&)
Financial liabilities cREE
2012 2011
—F-=F —ZF——F
Financial Financial
liabilities at liabilities at
amortised amortised
cost cost
REHEBA REEAAR
FEZ FEZ
cHAaE TEBE
HK$'000 HK$' 000
FERT FAT
Other payables H A & 1~ 5RI8 - 75
Finance lease payable ENmERE - 46
- 121
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NOTES TO FINANCIAL STATEMENTS
A 35 48 R B 5

31 December 2012 —E-HFt+HAH=+—H

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40. e EAREEBBEERBE

POLICIES

The Group's major financial instruments comprise trade
and bill receivables, cash and cash equivalents, available-
for-sale investments, derivative financial instruments,
trade and bill payables, other payables, amounts due
from and due to related parties, amounts due to non-
controlling shareholders of subsidiaries, finance lease
payables and interest-bearing bank borrowings. Details of
these financial instruments are disclosed in the respective
notes. The Group’s activities expose it to a variety of
financial risks: interest rate risk, commodity price risk,
foreign exchange rate risk, credit risk and liquidity risk.
The Group’s overall risk management programme focuses
on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group's
financial performance. The board of directors reviews and
agrees policies for managing each of these risks and they
are summarised below.

Interest rate risk

The Group's exposure to the risk of changes in market
interest rates relates primarily to the Group’s interest-
bearing bank borrowings with a floating interest rate and
the interest income of bank deposits would fluctuate with
future interest rate.

NEBIE4R T AREE S EWZIE
REWEZE ReNRESEMEEE - Al#
HERE - TESRMT A BHEMNKE
MEMZE - B EARIE - BRI EA
A LRIE - BB AR JEERRR
FIE - EARERERBRITEER - Z
ZeMTAZHBERSHERE - A%
IZE@%E%E%%HA:ﬂ?HW\
R mERER - EXRR ;ﬁ i
HELRR - ALEZEER ﬁﬁﬂ
#&#éﬂm%Z%uﬁWE E P
ﬁﬁﬁﬁl%%%ﬁzlﬁTﬂ%%o*
EeRT I EERESEZSARNIK
WA -

R = 2@ B3
AREBFAZE TSN RSB AR TR HE
AEBZFBHNEAE T BRITEER

5
% - TARAT AR A B A 6 B R T
W -
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R 35 8 R P =X

31 December 2012 —E -+ H=+—H

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40. e RiEMEEEERE (8)
POLICIES (continued)
The following table demonstrates the sensitivity to a TRERHNXRO eSSBS (A HE s
reasonably possible change in interest rates, with all other HEFH )W ARERBRBANGEHN (FiB
variables held constant, of the Group’s profit before tax EREEBEREFEARTZCEHER 2 E
(through the impact on floating rate borrowings and time ZERE o

deposits placed with banks).

Group Company
558 NG
Increase/ Increase/
Increase/ (decrease) Increase/ (decrease)
(decrease) in inloss  (decrease)in in loss

basis points before tax basis points before tax

EXEN/ BHAEE EREN/  BHABE

(B)  #Bm/(HD) (WD)  #m/(HD)
HK$' 000 HK$' 000
TR TET
2012 “F--F
Hong Kong Dollar BT 50 1,426 50 537
Hong Kong Dollar B (50) (1,426) (50) (537)
2011 —T-F
Hong Kong Dollar BT 50 3,451 50 1,528
Hong Kong Dollar B (50) (3,451) (50) (1,528)
Commodity price risk B mERER
The Group’s commodity price risk is mainly the exposure AEBEzEmERRREZREHEER
to fluctuations in the prevailing market price of copper W (AEEZESEm) 2BEMER
blister and copper concentrate which are the trading o ARERR  AEEZRASBRS
commodities of the Group. To minimize this risk, the Frfr 2 RITHRE D B EHEHEF TP
Group enters into purchase and sale contracts with its SIVABREELHZEESLN Bt
suppliers and customers, respectively, with provisional SEBME RERR

price arrangements based upon the prevailing copper
price quoted by the London Metal Exchange whereby the
Group effectively hedges its risk.
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NOTES TO FINANCIAL STATEMENTS

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)
Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units

in currencies other than the units’ functional currencies.
Approximately 59% (2011: Nil) of the Group’s sales were
denominated in currencies other than the functional
currency of the operating units making the sale.

At 31 December 2012, the Group had hedged 5%
(2011: Nil) of its foreign currency sales for which firm
commitments existed at the end of the reporting period.

The following table demonstrates the sensitivity at the end
of the reporting period to a reasonably possible change in
the Renminbi exchange rate, with all other variables held
constant, of the Group’s loss before tax (due to changes in
the fair value of monetary assets and liabilities).

2012

If the US dollar weakens
against the Renminbi

If the US dollar strengthens
against the Renminbi

2011

If the US dollar weakens
against the Renminbi

If the US dollar strengthens
against the Renminbi

—E——-F
(DEIB N S EE

WETHAREE R

—E——4F
METHARBESS

HETHEAREE R

A 35 48 R B 5

5 BV =8

40. ¢ RIEBREEEERBE (&)

HNEE = B
AEBEZEEE R HEEXRR - ZFRAR T
EAGEBEMNAZENZINREEEB AN
EMETEEMES - ANEEHEEED
#59% (ZE——F  |\) UK EEMN
(EITEBEE) M EBUIN 2 BT
g o

WZE-—ZF+ZA=1+—8 XKEE
AR ERREREAENSS (ZF
——FE)INSHER

TRERMRARBERNSITA LR
g EHMEHREFTEOBERT @A
SENMERARDEHATBE (EREE
BERBGBEZRATEEZY) NGERESNT

Increase/ Increase/
(decrease) in (decrease)
Renminbi in loss before
rate (or after) tax
BREBLAT (&)
ARMER EiEEm,
#hn, G (R2)
% HK$' 000
FET

2% 20,676

+2% (20,676)

2% 6,114

+2% (6,114)
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B35 R RO EE

31 December 2012

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Credit risk

The Group trades only with recognised and creditworthy
third parties and the ultimate holding company. It is the
Group's policy that all customers who wish to trade on
credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an
ongoing basis and the Group's exposure to bad debts is
not significant. For transactions that are not denominated
in the functional currency of the relevant operating unit,
the Group does not offer credit terms without the specific
approval of the senior management.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, available-for-sale
investments and other financial assets arises from default
of the counterparty, with a maximum exposure equal to
the carrying amounts of these instruments.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. For sales to its ultimate holding company,
the Group mitigates its credit risk by obtaining letters
of credit arranged by its ultimate holding company
Concentrations of credit risk are managed by customer/
counterparty, by geographical region and by industry
sector. At the end of the reporting period, the Group
has significant concentration of credit risk that may arise
from the exposure to one debtor which accounted for
approximately 99% (2011: 28%) of the Group's total
trade and bill receivables as at 31 December 2012.

Further quantitative data in respect of the Group's
exposure to credit risk arising from trade and bill
receivables are disclosed in note 21 to the financial
statements.

The Group is exposed to concentration of credit risk on its
cash and cash equivalents as approximately 44% (2011:
46%) of its cash and cash equivalents is deposited with
one bank.
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40. ¢ RIEBREEEEREE (&)

EERER
AEEERAEERAEEZE=TT RERK
ZRNBIEITES © $El2ﬁﬁ%%ﬁ
RZEEMEECEF  YARBEERZ
BRF o UbSh - BUERER DIRFHE R R
2 REBEEY 2ERIAEKX - BLIFEMA
ﬁ@%é“h%%%%%ﬁZx%ﬁm’
EAERREEERELERN  AEE L
SRTEMNEERS -

rEBAEBEREECEERRBRERS
ERE&FEEHRR  AIHEEREMARS
BHREMEEZEMEREE  HEm
REEENZELAZKRAE -

HRAEBEEEAEEECE - HET
f’i% Eif i & ESKERER G - hm&
IR ARIEHEMS AEEBAERER
W ”/“T;zwmﬁﬁiﬂlj: & EEERBRET
%o FESETRK Eﬁ/x%mﬁiﬁﬁéfm
RETTERFER - RERPHLEEH
AEBBATRERE — %1?%%%/\ZKEP1E
BERR  BEAEBER_ZE——F+_H
=+ —HESRUBERRERZIERELY
99% (ZF——F : 28%) °

ERAAEERE S EBERR K EREES
B EERR E—PEERT BRI
21 5 o

HRAEEZRE RIS EFBEIEE £44%
(ZE——%F 1 46%) TR —AEERT - B
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Liquidity risk

The Group monitors its risk to shortage of funds using a
recurring liquidity planning tool. This tool considers the
maturity of both its financial instruments and financial
assets (e.g., trade and bill receivables) and projected cash
flows from operations.

The Group's objective is to maintain a balance between
the continuity of funding and flexibility through the use
of bank overdrafts, bank loans and finance leases. To
manage liquidity risk, the Group periodically monitors
its net operating cash flows and maintains an adequate
working capital for its daily operations.

The maturity profile of the Group’s and the Company’s
financial liabilities as at the end of the reporting period,

NOTES TO FINANCIAL STATEMENTS

MR RMEE
5 BV =8

40. ¢ RIEBREEEEREBE (&)

REBE SRR
AEERABRERSE S EER
BESERRER - WL TAERESRT
EEepEE (INE 5 RUKIENEKE
B)ZEBMANEREXEHRERE TR
Al o

AEEZ BR/EBRARITES - )17
EXLBENE  ERE A EE)
HREFFE - AEBEHERELZERS
MEBFENERERTZEERRZEE
B WEERDHEZRAR -

REHRPEEER  AEERARFZE
BEEREBEDITHARMRTAZZIBER

based on the contractual undiscounted payments, was as mr
follows:
Group KEH
2012
“E-CF
3 to less
Less than than 1to5 Over
Ondemand 3 months 12 months years  5years Total
=fiRZE
N N
ME  =@A +=@R —-Z1F BBLEF @t
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HKS$'000
TEr THEx THEr TEx TFTEX TFHE=n
Finance lease payables EREMERENE - 29 86 63 - 178
Interest-bearing bank borrowings T B R{TEE 2,003 - 15,849 - - 17,852
Trade and bill payables BHRNFERENEE 10,779 901,819 20,618 - - 933,216
Other payables Hi 58 19,525 - - - - 19,525
Amounts due to related parties & BREE A T8 18,966 - - - - 18,966
Amounts due to non-controlling  FE{ P B 2 7]
shareholders of subsidiaries IR AR R FE 593 - - - - 593
Derivative financial instruments ~ $TE & @ T & - 35314 - - - 35314
51,866 937,162 36,553 63 - 1,025,644
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31 December 2012

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)
Liquidity risk (continued)

—E—TAEF A=+ —H
40. SRR EEEERKE (&)

REBESER ()

201
—T——F
4 to less
Less than than 1105 Over

Ondemand 3 months 12 months years 5 years Total

M{E A=
8 =EA +=ZfAR —Z1F BBRF B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TExT FExr FEx  TExT  TER
Finance lease payables ENRAERENE - 102 304 133 - 539
Interest-bearing bank borrowings it 8BTHEE 2,391 259 22,561 - - 2521
Trade and bill payables BORMNFERENER 3557 9,589 - - - 13,146
Other payables HibfE H TR 6,523 18,432 - - - 24,955
Amounts due to related parties FE1 B /m 2,906 - 6,171 - - 9,077

Amounts due to non-controling ~ FEff M‘TE
shareholders of subsidiaries 3H§H§H§$§‘Klﬁ 600 - - - - 600
15,977 28,382 29,036 133 - 73,528
Capital management EXERE

The primary objectives of the Group’'s capital
management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and maximise
shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the
Group may adjust the return of capital to shareholders
or issue new shares. The Group is not subject to any
externally imposed capital requirements.
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40.

41.

42.

43.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Capital management (continued)

The Group monitors capital using a gearing ratio, which
is total borrowings divided by the total capital. Total
borrowings include interest-bearing bank borrowings
and related party loans. Total capital is calculated as

NOTES TO FINANCIAL STATEMENTS

—%

40.

Pt 35 46 % P

——4Ft+ZA=1+—H

TRAREEBEEREE (&)

EXEE(#)

AEERMAEABELXREEES - G
BERBEHRAERAE - BERBEBER
RITEENEBALER - BABEIIZ
RAEMBRRKRMBRZERRHEARA

“equity attributable to owners of the parent”, as shown FEMLER I NEESE - A EEEEH
in the consolidated statement of financial position, plus JERNBEEERNOT
total borrowings. The gearing ratios as at the end of the
reporting periods were as follows:
Group
REH
2012 2011
—E2--F —ZT——
HK$’ 000 HK$' 000
THERT T
Total borrowings BEEEE 33,799 29,668
Equity &= 749,118 756,238
Total capital BB 782,917 785,906
Gearing ratio ERBELE 4.3% 3.8%
EVENTS AFTER THE REPORTING PERIOD 41. FREEEIE

As at the date of approval of these financial statements,
the Group has no significant event after the reporting
period that need to be disclosed.

COMPARATIVE AMOUNTS
Certain comparative amounts have been reclassified to
conform with the current year’s presentation.

APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and authorised
for issue by the board of directors on 21 March 2013.

42.

43.

RBH SRR B - Ao 3 A 8 4R
k2 EAFEATHE -

LR & R
ETHBRSRCENIE  UNEAFE
ZE2HNTH e

#t O B S 3Rk &
ExepgRN - E—=F=A-+—H#E
MR T SRR -
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FIVE-YEAR FINANCIAL SUMMARY
LFEMBEE

A summary of the published results and of the assets, liabilities
and non-controlling interests of the Group for the last five

AEBEBENEAMBRFEZETERE &
= RENMFEBESSE (Va1

financial years, as extracted from the published audited REIZEMENLRBEEEREET>E) T
financial statements and reclassified as appropriate, is set out

below:
RESULTS e
2012 2011 2010 2009 2008
- —_T——F T-TF —TTNF ZTITN\F
HK$’ 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
FERT FAET FAET FAT FAT
Revenue g 1,842,679 129,394 126,916 151,441 138,079
Loss for the year attributable ISYNCIETFEWN
to owners of the parent FEIEFNEE (7.367) (18,084)  (438,745) (9,815)  (266,666)
ASSETS, LIABILITIES AND EE-8BR
NON-CONTROLLING FERER
INTERESTS
Assets BE 1,797,947 848,369 847,919 642,970 655,669
Liabilities BE (1,049,656) (92,957) (91,964) (70,926) (74,416)
Non-controlling interests FEFE R A 827 826 824 818 320
749,118 756,238 756,779 572,862 581,573
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