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ANNOUNCEMENT
Reference is made to the announcement of Wah Nam International Holdings Limited (the
“Company”) dated 10 November 2010 (the “Announcement”) in relation to, among other things,
the offer for subscription of up to 15 million new ordinary shares (the “Offer Shares”) in the
Company (with one free attaching option for each Offer Share subscribed for) in Australia.
Unless otherwise stated, capitalised terms used herein shall have the same meanings as
those defined in the Announcement.
The following is the text of the Prospectus lodged with the ASIC on the date of this
announcement.

Before viewing the Prospectus, you must carefully read the terms set out

below:
LODGMENT OF THE PROSPECTUS
The Prospectus is dated 11 November 2010 and has been lodged with the ASIC. Under the
Corporations Act 2001 (Commonwealth of Australia), following lodgment of the original
Prospectus there is an "exposure period" of 7 days (or such longer period as ASIC specifies)
during which the Company is not permitted to accept or process applications.
OFFER ONLY IN AUSTRALIA
Once the exposure period has run its course, the offer contained in the Prospectus will not
constitute a public offer in any jurisdiction other than Australia.

This Prospectus will not

constitute an offer to any person to whom, or an offer in any place in which, it would be
unlawful to make such an offer. The distribution of this Prospectus in jurisdictions outside
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Australia may be restricted by law and persons who come into possession of this Prospectus
should seek advice on, and observe, any such restrictions.

Any failure to comply with such

restrictions may constitute a violation of applicable securities laws.
WARNING
The contents of the Prospectus have not been reviewed by any regulatory authority in Hong
Kong. You are advised to exercise caution in relation to the offer. If you are in doubt about any
of the contents of the Prospectus, you should obtain independent professional advice.
THIS INFORMATION DOES NOT CONSTITUTE AN OFFER OF SHARES
The Prospectus is provided for informational purposes only and subject to change without
notice. Nothing contained in the Prospectus constitutes investment, legal, business, taxation or
other advice, nor is it to be relied on in making an investment in the Shares. The information in
the Prospectus does not take into account your investment objectives, financial situation or
particular needs.

By order of the board of directors of
Wah Nam International Holdings Limited
Chan Kam Kwan, Jason
Company Secretary
Hong Kong, 11 November 2010

As at the date of this announcement, the board of directors of the Company comprises Mr. Luk
Kin Peter Joseph and Mr. Chan Kam Kwan, Jason as executive directors and Mr. Lau Kwok
Kuen, Eddie, Mr. Uwe Henke Von Parpart and Mr. Yip Kwok Cheung, Danny as independent
non-executive directors.
* For identification purpose only
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Important Information
Offer
The Company is inviting subscriptions for 10 million Shares (with 1 free attaching Option for every Share
subscribed for) at an issue price of A$0.20 per Share payable in full on application, to raise up to A$2
million (before costs and expenses) with provision to accept oversubscriptions of up to a further 5 million
Shares, each with 1 free attaching Option, at an issue price of A$0.20 per Share to raise up to an
additional A$1 million on the terms and conditions set out in this Prospectus.

Lodgement and listing
This Prospectus is dated 11 November 2010 and was lodged with ASIC on that date. Neither ASIC nor
the ASX takes any responsibility for the contents of this Prospectus or the merits of the investment to
which this Prospectus relates. Within 7 days after the date of this Prospectus, the Company will apply for
admission to the Official List of the ASX and quotation of the Offer Shares and the Offer Options on the
ASX and the Offer Shares and Option Shares on the HKEx.

Expiry date
No Offer Shares will be issued, and no Offer Options will be granted, on the basis of this Prospectus later
than 13 months after the date of the Prospectus.

Investment advice
The information in this Prospectus is not a financial product and does not take into account your
investment objectives, financial situation or particular needs. You should read this Prospectus in its
entirety before deciding whether to complete and lodge an Application Form and, in particular, in
considering the prospects of the Company, you should consider the risk factors that could affect the
financial performance of the Company. You should consider these factors in light of your personal
circumstances, including financial and taxation issues. If you have any questions, you should seek
professional advice from your stockbroker, accountant or other professional adviser before deciding to
invest. Key risk factors that should be considered by potential investors are outlined in Section 6.

Selling restrictions
The Offer does not constitute a public offer in any jurisdiction other than Australia. This Prospectus does
not constitute an offer to any person to whom, or an offer in any place in which, it would be unlawful to
make such an offer. The distribution of this Prospectus in jurisdictions outside Australia may be
restricted by law and persons who come into possession of this Prospectus should seek advice on, and
observe any such restrictions. Any failure to comply with such restrictions may constitute a violation of
applicable securities laws. For further details, please refer to Section 3.16.

Financial information presentation
The Historical Financial Information for FY2008, FY2009 and FP2010 and the Pro-Forma Financial
Information included in this Prospectus has been prepared and presented in accordance with the HKFRS,
which are in line with the IFRS.
The Historical Financial Information and the Pro-Forma Financial Information in this Prospectus should
be read in conjunction with, and they are qualified by reference to, the information contained in Section 7.

Disclaimer as to Brockman Resources and FerrAus information
The information in this Prospectus concerning Brockman Resources, and the assets and liabilities,
financial position and performance, profits and losses and prospects of Brockman Resources has been

prepared by the Company using publicly available information and has not been independently verified
by the Company or its Directors. Accordingly, subject to the Corporations Act, the Company makes no
representation or warranty, express or implied, as to the accuracy or completeness of such information.
The information in this Prospectus concerning FerrAus, and the assets and liabilities, financial position
and performance, profits and losses and prospects of FerrAus has been prepared by the Company using
publicly available information and has not been independently verified by the Company or its Directors.
Accordingly, subject to the Corporations Act, the Company makes no representation or warranty, express
or implied, as to the accuracy or completeness of such information.
The information on the Combined Group contained in this Prospectus, to the extent that it incorporates or
reflects information on Brockman Resources and FerrAus, has also been prepared using publicly
available information. Accordingly, information in relation to the Combined Group is subject to the
foregoing disclaimer to that extent.

Disclaimer
No person is authorised to give any information or to make any representation in connection with the
Offer which is not contained in this Prospectus. Any information or representation not contained in this
Prospectus should not be relied on as having been authorised by the Company, the Directors, the Lead
Manager or any other person in connection with the Offer.
Except as required by law, and only to the extent so required, neither the Company nor any other person
warrants or guarantees the future performance of the Company, or any return on any investment made
pursuant to this Prospectus.
This Prospectus contains forward looking statements which are identified by words such as "may",
"could", "believes", "estimates", "expects", "intends" and other similar words that involve risks and
uncertainties.
The Company has no intention to update or revise forward looking statements, or to publish prospective
financial information in the future, regardless of whether new information, future events or any other
factors affect the information contained in this Prospectus, except where required by law.
Any forward looking statements are subject to various risk factors that could cause the Company's actual
results to differ materially from the results expressed or anticipated in these statements. Certain risk
factors are set out in Section 6. These and other factors could cause actual results to differ materially
from those expressed in any forward looking statement made by, or on behalf of, the Company.
The Company disclaims all liability, whether in negligence or otherwise, to persons who trade in the
Offer Shares before receiving their holding statement.

Exposure Period
The Corporations Act prohibits the Company from processing Applications in the 7 day period after the
date of lodgement of this Prospectus with ASIC (Exposure Period). The Exposure Period may be
extended by ASIC by up to a further 7 days. The purpose of the Exposure Period is to enable
examination of this Prospectus by market participants prior to the acceptance of Applications.
Applications under this Prospectus received during the Exposure Period will not be processed until after
expiry of the Exposure Period. No preference will be conferred on Applications received during the
Exposure Period. All Applications received during the Exposure Period will be treated as if they were
simultaneously received on the date on which the Offer opens. If the Exposure Period is extended by
ASIC, Applications will not be processed until after expiry of the extended Exposure Period.
During the Exposure Period, this Prospectus will be made generally available to Australian residents,
without the Application Form, on the Company's website at www.wnintl.com.

Obtaining a copy of this Prospectus
During the Offer period, a paper copy of this Prospectus (including an Application Form) is available free
of charge to any person in Australia by telephoning Edward King on 08 9421 2111 Monday to Friday
between 8.30am and 5.00pm (WST).

Applications for Offer Shares
Applications for Offer Shares may only be made on the appropriate Application Form attached to this
Prospectus. By making an Application, you declare that you were given access to the Prospectus,
together with an Application Form.

Photographs and diagrams
Photographs and diagrams in this Prospectus do not depict assets owned or used by the Company unless
otherwise indicated. Diagrams used in this Prospectus are for illustrative purposes only and may not be
drawn to scale.

Privacy
If you apply for Offer Shares, you will provide personal information to the Company and the Australian
Registrar. The Company and the Australian Registrar will collect, hold and use your personal
information in order to assess your Application, service your needs as an investor, provide facilities and
services that you request and carry out appropriate administration.
Tax and company laws require some of the information to be collected. If you do not provide the
information requested, your Application may not be able to be processed efficiently, or at all.
The Company and the Australian Registrar may disclose your personal information for purposes related
to your investment to their agents and service providers including those listed below or as otherwise
authorised under the Privacy Act 1988 (Cth):
•

the Lead Manager in order to assess your Application;

•

the Australian Registrar for ongoing administration of the Australian Share Register; and

•

the printers and the mailing house for the purposes of preparation and distribution of
statements and for handling of mail.

The information may also be disclosed to members of the Wah Nam International Group and to their
agents and service providers on the basis that they deal with such information in accordance with the
Company's privacy policy.
Under the Privacy Act 1988 (Cth), you may request access to your personal information held by (or on
behalf of) the Company or the Australian Registrar. You can request access to your personal information
by telephoning or writing to the Company through the Australian Registrar, or by telephoning 1300 850
505 Monday to Friday between 8.30am and 5.00pm (WST).

Glossary
Defined terms and abbreviations used in this Prospectus have the meanings set out in the Glossary in
Section 12.

Company website
Any references to documents included on the Company's website are provided for convenience only, and
none of the documents or other information on the website is incorporated by reference.

Currency
Unless otherwise stated, the exchange rates used in this Prospectus are the exchange rates at 4:00pm
(WST) on 9 November 2010, being A$/HK$: 7.8186.

Financial amounts
Any discrepancies between totals and sums of components in tables contained in this Prospectus are due
to rounding.

Dates and times
All references in this Prospectus to dates and times refer to WST unless otherwise stated.

Questions
If you have any questions in relation to the Offer, please contact Edward King on 08 9421 2111 Monday
to Friday between 8.30am and 5.00pm (WST) during the Offer period.

Table of Contents
Important Information .................................................................................................................1
Chairman's Letter ........................................................................................................................7
Investment Highlights.................................................................................................................8
Key Risk Factors .........................................................................................................................8
1.

Investment Overview...................................................................................................9

2.

Key Questions ...........................................................................................................12

3.

Details of the Offer ....................................................................................................14

4.

Company Background ..............................................................................................21

5.

Board Composition, Key Management and Corporate Governance ....................39

6.

Risk Factors ...............................................................................................................45

7.

Financial Information ................................................................................................51

8.

Investigating Accountant's Report ..........................................................................71

9.

Independent Technical Report .................................................................................72

10.

Solicitor's Report.......................................................................................................73

11.

Additional Information ..............................................................................................74

12.

Glossary and Interpretation......................................................................................93

13.

Approval of Prospectus ............................................................................................98

Appendix A ................................................................................................................................99
Appendix B ..............................................................................................................................100
Appendix C ..............................................................................................................................102

Summary of the Offer
Indicative and important dates
Prospectus Date

11 November 2010

Offer opens

7:00am (WST) on 19 November
2010

Offer closes

5:00pm (WST) on 17 December
2010

Allotment and issue of Offer Shares under the Offer

22 December 2010

Grant of Offer Options under the Offer

22 December 2010

Despatch of statements and any refund of Application Monies if
required

29 December 2010

Offer Shares and Offer Options expected to commence trading
on the ASX

10 January 2011

These dates are indicative only. The Company reserves the right to vary the times and dates of the Offer,
which includes closing the Offer early or extending the close of the Offer, without notifying any
recipients of this Prospectus or any Applicants. Investors are therefore encouraged to submit their
Application Forms as soon as possible after the Offer opens.

Offer statistics
If minimum
subscription
reached
Offer Price

If
fully subscribed

If
Oversubscribed

A$0.20

A$0.20

A$0.20

Number of Offer Shares available under the
Offer

5 million

10 million

15 million

Number of Offer Options available under the
Offer

5 million

10 million

15 million

A$1 million

A$2 million

A$3 million

Total number of Shares on issue at
completion of the Offer

3,912,435,485

3,917,435,485

3,922,435,485

Total number of Shares on issue at
completion of the Offer (assuming 100%
acquisition of Brockman Resources and
FerrAus)

8,218,006,805

8,223,006,805

8,228,006,805

5 million

10 million

15 million

A$782.5 million

A$783.5 million

A$784.5 million

A$1,643.6 million

A$1,644.6 million

A$1,645.6 million

A$126,528,846

A$127,578,846

A$128,628,846

Gross proceeds raised under the Offer

Total number of Offer Options on issue at
completion of the Offer
Market capitalisation at the Offer Price (on
completion of the Offer)
Market capitalisation at the Offer Price
(assuming completion of the Offer and 100%
acquisition of Brockman Resources and
FerrAus)
Pro-Forma Net Cash (on completion of the
Offer and 100% acquisition of Brockman
Resources and FerrAus)
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Investment Highlights
•

You will become a shareholder in Wah Nam International Holdings Limited, a
company with a producing copper mine in Yunnan Province, PRC and, if the Takeover
Offers are successful, interests in hematite iron ore projects in the Pilbara region of
Western Australia.

•

If the Takeover Offers are successful, as a Shareholder, you may benefit from the
Combined Group's ability to attract financing for the Marillana Project and the FerrAus
Pilbara Project.

•

If the Takeover Offers are successful, the Company may be re-rated by capital market
participants in recognition of the Combined Group's significant multi-mine asset base
and access to an expanded range of financing and growth options.

Key Risk Factors
There are key risks associated with investing in the Company, including risks associated with
the Company's business and risks associated with investing in the stock market generally.
Some of these risks may have a material impact on the Company's financial performance or
position.
Key risks include, but are not limited to, the following:
•

The Brockman Resources Takeover Offer and/or the FerrAus Takeover Offer may not
be successful.

•

Future prices that the Company obtains for sales of copper may fall.

•

Future prices of iron ore may fall which will affect the Company if the Takeover
Offers are successful.

•

Changes to the PRC's regulations or policies that impact on the Company's operations
in the PRC.

•

The Damajianshan Mine is subject to all of the risks normally encountered in mining
and processing operations.

•

Tonnes and grades of Mineral Resources and Ore Reserves are estimates only and
subject to change.

•

The Company's activities are subject to various laws and regulations and require
various permits and licences.

•

Exchange rate fluctuations may impact the Company's profitability.

Before deciding whether to apply for Offer Shares, potential investors should read this
Prospectus in its entirety, including Section 6 which provides further information on key risks.
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1.

Investment Overview
The information set out in this Section is an overview of the Company. It should be read in
conjunction with the information contained in the other Sections of this Prospectus.

1.1

Overview of the Company
The Company is an investment holding company, incorporated in Bermuda and listed on the
HKEx (Hong Kong Stock Code: 159) since 2002.
Since its establishment, the Company has been involved in various business activities. With
its acquisition of the Damajianshan Mine in the PRC in 2008, the Company refocused itself as
a mining resources company.
The Company, through its Subsidiaries, is principally engaged in:
•

the exploitation, processing and sales of mineral resources, including copper, zinc
and lead ore concentrates in the PRC;

•

the provision of limousine rental and airport shuttle bus transportation services in
Hong Kong and the PRC; and

•

the investment of funds in equity securities.

More information on the Company's business is contained in Section 4.

1.2

Advantages of being listed on the HKEx
The HKEx is one of the largest stock markets in the world in terms of market capitalisation. In
addition, the HKEx serves as a gateway for companies to achieve exposure to the rapidly
growing PRC market.
Since 2008, over US$125 billion in capital raisings have been announced with the HKEx and
the HKEx has a strong presence in resources, boasting:
•

one of the world's largest companies by market capitalisation, PetroChina Company
Ltd with a market capitalisation as at 4 November 2010 of US$314 billion;

•

the world's largest publicly traded coal producer, China Shenhua Energy Company
Limited with production of 210 million tonnes of coal in 2009;

•

the largest aluminium company in the world, United Company Rusal Limited; and

•

companies which have invested heavily in Australian resource companies, such as:
•

Angang Steel Company Limited (A$1.8 billion joint venture with
Gindalbie Metals Ltd);

•

Yanzhou Coal Mining Company Limited (A$3.5 billion acquisition of
Felix Resources Ltd); and

•

Fushan International Energy Group Limited (14.24% stake in Mount
Gibson Iron Ltd).

9

1.3

Concurrent takeover bids
The Company's focus since 2008 has been on acquiring and developing mineral resource
projects, particularly raw materials used in the steel-making process, such as copper and iron
ore.
To complement its producing copper mine in the PRC, the Company management has pursued
opportunities in Australia for its stable political environment and preferable resources quality.
The region that the Company focused on was the Pilbara region in Western Australia. The
Company identified an opportunity to acquire high quality hematite deposits and to be a major
player in developing port and rail infrastructure.
The Company identified the opportunity to acquire two iron ore exploration and development
companies with hematite deposits which are also members of the North West Iron Ore
Alliance, being Brockman Resources and FerrAus. The NWIOA intends to develop multiuser berth facilities at Port Hedland to support the export of 50 million tonnes of iron ore per
annum.
On 10 November 2010, the Company, through its wholly-owned subsidiary Wah Nam
Australia, lodged two bidder's statements with ASIC, pursuant to which Wah Nam Australia
will make off-market takeover offers for all of the shares in Brockman Resources and all of
the shares in FerrAus. The Takeover Offers are subject to a number of conditions, including:
•

approval of the requisite majority of Shareholders to acquire all of the Brockman
Resources Shares, in the case of the Brockman Resources Takeover Offer, and all
of the FerrAus Shares, in the case of the FerrAus Takeover Offer, not already
owned by Wah Nam Australia and in each case to allot and issue the consideration
Shares;

•

approval of the HKEx for the listing of the consideration Shares and approval of the
ASX for the Company to be admitted to the ASX and the quotation of the
Company's Shares on the ASX (Statutory Condition); and

•

at the end of the Offer Period, Wah Nam Australia having a Relevant Interest in
more than 50% of the Brockman Resources Shares, in the case of the Brockman
Resources Takeover Offer, and at least 90% of the FerrAus Shares, in the case of
the FerrAus Takeover Offer (Minimum Acceptance Condition).

Wah Nam Australia may declare the Takeover Offers free from the Minimum Acceptance
Condition in accordance with the Corporations Act.
The Takeover Offers cannot be freed from the Statutory Condition. If the Statutory Condition
of the Brockman Resources or FerrAus Takeover Offer is not fulfilled, any contracts that
result from acceptances of that Takeover Offer will be automatically void.
If both of the Takeover Offers are successful, Shareholders may benefit from the Company's
ability to attract the funding required for the Projects and to construct the NWIOA facilities at
Port Hedland.
In addition, to the Company's knowledge, it will become the only HKEx listed company with
direct exposure to an Australian hematite iron ore project, and the demand for Australian
hematite iron ore in the region is immense.
For further details on the Takeover Offers see Section 4.6.
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1.4

Summary Financial Information
Set out below are the summary historical income statements for the Company for FY2008,
FY2009 and FP2010. This financial information is intended as a summary only. More
detailed financial information can be found in Section 7.
Summary Income Statements
HK$ '000

FY2008

FY2009

FP2010

88,837

95,374

55,189

EBITDA

(278,628)

97,268

(148,598)

EBIT

(303,537)

74,877

(158,084)

Total comprehensive (loss) income for
the year / period

(310,511)

53,355

(161,634)

Revenue (from continuing operations)

1.5

Independent Reports
An Investigating Accountant's Report has been prepared by BDO Corporate Finance (WA) Pty
Ltd for inclusion in this Prospectus. This report is set out in Section 8.
An Independent Technical Report and a status update letter, in relation to the copper quality
and Mineral Resources, Ore Reserves, mine and processing and operations and assessment of
risk for the Damajianshan Mine has been prepared by Behre Dolbear. This report and the
status update letter are set out in Section 9.
A Solicitor's Report has been prepared by Guantao Law Firm for inclusion in this Prospectus.
This report is set out in Section 10.

1.6

Risk Factors
Like any investment in the stock market, an investment in the Company's Shares carries a
number of general business, industry and financial risks. There are also a number of risk
factors that are specific to an investment in the Company as set out in Section 6.2, including
fluctuations in future copper prices and PRC regulations which lie largely outside the
Company's control. There can be no guarantee that the Takeover Offers will be successful,
that the Company will achieve its stated objectives, or that forward looking statements will be
realised.

1.7

Enquiries
All enquiries in relation to this Prospectus should be directed to Edward King on 08 9421 2111
Monday to Friday between 8.30am and 5.00pm (WST).
If you are unclear in relation to any matter or are uncertain as to whether the Company is a
suitable investment for you, you should seek professional advice from your stockbroker,
solicitor, accountant or other independent professional adviser.
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2.

Key Questions

Topic

Summary

Where to find
more information

Who is the issuer of this
Prospectus?

Wah Nam International Holdings Limited.

Section 4

What does the
Company do?

The Company is an investment holding company,
principally engaged in:

Section 4

•

the exploitation, processing and sale of mineral
resources, including copper, zinc and lead ore
concentrates in the PRC;

•

the provision of limousine rental and airport
shuttle bus transportation services in Hong Kong
and the PRC; and

•

the investments of funds in equity securities.

If the Takeover Offers are successful, to the Company's
knowledge, it will become the only HKEx listed
company developing significant Australian hematite iron
ore deposits.
What is being offered to
investors under the
Offer?

The Company is offering up to 10 million Shares at an
issue price of A$0.20 each with one free attaching
Option for every Share subscribed for, to raise a total of
up to A$2 million with provision to accept
oversubscriptions of up to a further 5 million Shares to
raise up to an additional A$1 million.

Section 3.1

Am I eligible to
participate in the Offer?

If you have received this Prospectus outside of Australia
please refer to Section 3.16.

Section 3.16

Is the Offer
conditional?

The Offer is conditional on:

Will the Offer Shares be
listed?

•

the Shareholders approving the Offer and the
allotment and issue of the Offer Shares and the
Option Shares at a special general meeting of the
Company;

•

the ASX granting conditional approval for the
listing of the Company and the quotation of the
Company's Shares and the Offer Options on the
ASX; and

•

the HKEx granting approval for the quotation of
the Offer Shares and the Option Shares on the
HKEx.

An application will be made within 7 days after the date
of the Prospectus to the ASX for permission to quote and
list all of the Company's Shares on the ASX (under the
trading symbol and code WNI).
In addition, an application will also be made within 7
days after the date of the Prospectus to quote the Offer
Shares and the Option Shares on the HKEx.

Will the Offer Options
be listed?

An application will be made to the ASX for permission
to quote and list the Offer Options on the ASX (under the
trading symbol and code WNIO).
12

Topic

Summary

Where to find
more information

The Offer Options will not be quoted on the HKEx.
What are the expected
proceeds of the Offer?

The gross proceeds to the Company from the Offer will
be A$1 million if the minimum subscription is met, A$2
million if the Offer is fully subscribed and A$3 million if
oversubscribed.

Section 3.1

What will be the market
capitalisation of the
Company at listing?

The maximum market capitalisation of the Company at
the Offer Price immediately following the Offer is
approximately A$784.5 million.

Section 3.1

The maximum market capitalisation at the Offer Price of
the Company if the Takeover Offers are successful is
approximately A$1,693 million.
How will the proceeds
of the Offer be used?

The proceeds of the Offer received by the Company will
be used to cover professional fees relating to the Offer
and the Takeover Offers.

Section 3.2

Will the Company pay
dividends?

The Company anticipates that, for the foreseeable future,
it will retain future earnings and other cash resources for
the operation and development of its business. The
payment of dividends in the future will depend on the
earnings, if any, and the financial condition of the
Company and such other factors as the Directors
consider appropriate.

Section 11.7

What is the minimum
investment size under
the Offer?

The minimum investment size under the Offer is 10,000
Shares at A$0.20 per Share totalling $2,000.

Section 3.3

Is the Offer
underwritten?

The Offer is not underwritten.

Section 3.7

How do I apply for
Offer Shares?

By submitting a valid Application Form in accordance
with the instructions set out in Section 3.3 of this
Prospectus.

Section 3.3

When will I receive
confirmation that my
Application has been
successful?

If you are a Successful Applicant, it is expected that a
statement confirming the issue of Offer Shares to you
will be despatched within 2 days after your name is
entered on the register.

What are the tax
implications of
investing in the
Company?

The taxation implications of investing in the Company
will depend on an investor's individual circumstances.
Applicants should obtain their own tax advice prior to
applying for Offer Shares. See Section 11.19 for a
summary of Australian tax issues for Australian tax
resident Shareholders.

Section 11.19

Is there any brokerage,
commission or stamp
duty payable by
Applicants?

No brokerage, commission or stamp duty is payable by
Applicants on acquisition of Offer Shares under the
Offer.

Section 3.14

How can I obtain
further information?

By reading this Prospectus in its entirety, calling Edward
King on 08 9421 2111 between 8.30am and 5.30pm
(WST) or contacting your stockbroker, solicitor,
accountant or other independent professional adviser.

Section 3.18
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3.

Details of the Offer

3.1

Description of the Offer
This Prospectus invites investors to apply for a total of up to 10 million Offer Shares at a price
of A$0.20 per Share with one free attaching Option for every Share applied for, to raise up to
A$2 million before costs of the Offer, with provision to accept oversubscriptions of up to a
further 5 million Shares, each with 1 free attaching Option, at A$0.20 each to raise up to an
additional A$1 million.
All Offer Shares offered under this Prospectus will rank equally with existing Shares. Details
of the rights attaching to the Offer Shares are set out in Section 11.4. Details of the terms of
the Offer Options are set out in Section 11.5.
All Application Monies are payable in full on application.
The maximum number of Shares on issue at the completion of the Offer will be 3,922,435,485
assuming that there are 3,907,435,485 Shares on issue as at the date of this Prospectus and that
no other changes occur.
If the Takeover Offers are successful, the maximum number of Shares on issue at completion
of this Offer and the Takeover Offers will be 8,228,006,805 (assuming that there are
3,907,435,485 Shares on issue as at the date of this Prospectus and that no other changes
occur).
The maximum number of Options on issue at the completion of the Offer will be 15 million.
All Shares issued under this Prospectus and the Takeover Offers (if successful) will rank
equally with each other and with the other existing Shares.

3.2

Purpose of the Offer and use of funds
The purpose of the Offer is to:
•

list the Company on the ASX, which will provide the Company with additional
financial flexibility to pursue growth opportunities and improve access to capital
markets;

•

finance the transaction costs incurred by the Wah Nam International Group in
connection with the Offer and the Takeover Offers;

•

provide Australian shareholder spread for the Company's ASX application; and

•

provide a liquid market for the Company's Shares.

Funds raised from the issue of Offer Shares will be used by the Company as set out below.
The Directors believe that, on completion of the Offer, the Company will have sufficient
working capital to carry out its objectives.
The Combined Group will need to raise additional debt or equity funds for the development of
the Projects.
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Use of Funds1

A($)
If only
A$1,000,000
raised

A($)
(If fully
subscribed)

A($)
(If over
subscribed)

670,000
165,0002

720,000
640,0002

770,000
1,115,0002

165,0002

640,0002

1,115,0002

1,000,000

2,000,000

3,000,000

Costs of Offer (incl listing fee of approx $470,000)
Professional fees in relation to the Brockman
Resources Takeover Offer
Professional fees in relation to the FerrAus
Takeover Offer
Total use of funds
1.

The use of funds set is a "best estimate" only.

2.

Total professional fees in relation to the Takeover Offers are estimated to be A$2.9 million for the Brockman Resources
Takeover Offer and A$1.5 million for the FerrAus Takeover Offer. The remaining outstanding professional fees in relation to the
Takeover Offers will be funded through the Company's internal resources.

3.3

How to apply for Shares
Applications for Offer Shares can only be made by completing the Application Form contained
in this Prospectus in accordance with the instructions set out on that form.
Applications must be for a minimum of 10,000 Shares at A$0.20 per Share.
The Application Form must be accompanied by a cheque denominated in Australian dollars for
the full amount of the Application Monies. Cheques must be made payable to "Wah Nam
International Holdings Limited-Share Offer Account" and should be crossed "Not Negotiable".
Completed Application Forms and accompanying cheques may be lodged before the Closing
Date by post to:
Computershare Investor Services Pty Limited
GPO Box D182
Perth WA 6840
or delivered in person to:
Computershare Investor Services Pty Limited
Level 22, 45 St Georges Terrace
Perth WA 6000
Applications for Offer Shares will not be accepted after the Closing Date, and Applications
will not be processed until after the Exposure Period.
The lodgement of an Application Form for Offer Shares, together with a cheque for the
Application Monies, constitutes a binding and irrevocable offer to subscribe for the number of
Offer Shares specified in the Application Form. The Application Form does not need to be
signed to be a valid Application. An Application will be deemed as having been accepted by
the Company upon allotment of the Offer Shares.
Further instructions on completing the Application Forms can be found at the end of this
Prospectus. If an Application Form is not completed correctly or if the accompanying
payment of the appropriate Application Monies is for the wrong amount, it may still be treated
by the Company as valid. The Directors may also reject any Application or allocate fewer
Offer Shares than applied for. The Directors' decision as to whether to treat the Application as
valid, and how to construe, amend or complete the Application Form, is final. However, an
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Applicant will not be treated as having applied for more Shares than is indicated by the amount
of the cheque for the Application Monies.
All Application Monies will be held by the Company on trust for Applicants until the Offer
Shares are issued or subscription monies returned to Applicants that are not Successful
Applicants, without interest.
The Directors reserve the right to withdraw or otherwise not to proceed with the Offer, or any
component of the Offer, at any time before the Closing Date. If the Offer, or any part of the
Offer, does not proceed, Application Monies for that part (or all) of the Offer will be refunded
without interest.

3.4

Allotment of Shares and Options
Subject to the satisfaction of the Conditions, the allotment of Offer Shares and Offer Options
will be made as soon as practicable after the Closing Date. Where the number of Shares and
Options allotted is less than the number applied for, the surplus Application Monies will be
returned by cheque as soon as practicable.
Where no allotment is made, the amount tendered on Application will be returned in full by
cheque, together with the relevant Application Form, as soon as practicable after the Closing
Date. Interest will not be paid on monies refunded.
It is the responsibility of Applicants to determine their allocation prior to trading in Offer
Shares and the Offer Options. Applicants trading in Offer Shares and Offer Options before
they receive their holding statement do so at their own risk.
The acceptance of Applications for Offer Shares and Offer Options and allotment to
Applicants is at the absolute discretion of the Directors. The Directors reserve the right to
reject any Application or to allocate to any Applicant a lesser number of Offer Shares and
Offer Options than those applied for.

3.5

Minimum subscription amount
The minimum subscription for the Offer is 5 million Shares at an issue price of A$0.20 each to
raise A$1 million before expenses of the Offer (Minimum Subscription). No Shares will be
issued pursuant to this Prospectus until the Minimum Subscription is reached. Should the
Minimum Subscription not be reached within 4 months after the date of this Prospectus, all
Applications will be dealt with in accordance with the Corporations Act.

3.6

Conditions of the Offer
The Offer is conditional on:
(a)

Shareholders approving the Offer, and the allotment and issue of the Offer Shares
and the Option Shares at a special general meeting of the Company;

(b)

the ASX granting conditional approval for the listing of the Company and the
quotation of its Shares and the Offer Options on the ASX; and

(c)

the HKEx granting approval for the quotation of the Offer Shares and the Option
Shares.

If these conditions are not satisfied, all Application Monies will be returned to investors
without interest.
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3.7

Underwriting
The Offer is not underwritten.

3.8

Lead Manager
On 10 November 2010, the Company entered into a mandate letter whereby Capital
Investment Partners agreed to act as Lead Manager to the Offer and to assist on a 'best
endeavours' basis in the raising of capital for the Company (Lead Manager Mandate). Under
the Lead Manager Mandate, the Lead Manager is entitled to receive a placement fee of 5% on
the amount raised under the Offer. Part or all of the Lead Manager's placement fee in relation
to funds raised under the Offer may be paid by the Lead Manager to licensed Australian
Financial Service providers lodging Application Forms on behalf of investors.

3.9

ASX Listing
Application will be made to the ASX no later than 7 days after the date of this Prospectus for
admission of the Company to the Official List and quotation of all of the Company's Shares
and the Offer Options on the ASX. The Company's ASX code will be WNI.
The fact that the ASX may admit the Company to the Official List is not to be taken as an
indication of the merits of the Company, the Offer Shares or the Offer Options (as the case
may be). Official quotation of the Company's Shares and Offer Options, if granted, will
commence as soon as practicable after the issue of initial shareholding statements to
Successful Applicants.
The ASX takes no responsibility for this Prospectus or the investment to which it relates.
Admission to the Official List and quotation of the Company's Shares and the Offer Options
on the ASX are not to be taken as an endorsement by the ASX of the Company.
If the Company is not admitted to the Official List within 3 months after the date of this
Prospectus (or any longer period permitted by law), the Offer will be withdrawn and all
Application Monies will be refunded (without interest).

3.10

HKEx Quotation
The Company is currently listed on the HKEx.
Application will be made to the HKEx no later than 7 days after the date of this Prospectus for
quotation of the Offer Shares and the Option Shares on the HKEx. No application will be
made for quotation of the Offer Options on the HKEx.
If quotation of the Offer Shares and Option Shares on the HKEx is not granted within 3
months after the date of this Prospectus (or any longer period permitted by law), the Offer will
be withdrawn and all Application Monies will be refunded (without interest).

3.11

Trading on the ASX
Normal settlement trading of the Offer Shares and the Offer Options is expected to commence
on 10 January 2011. Offer Shares and Offer Options applied for under this Prospectus will be
registered on, and held by investors through, the Australian Share Register and the Australian
Option Register and will be traded on the ASX.
The Company will apply to participate in CHESS in accordance with the ASX Listing Rules
and the Securities Clearing House Business Rules. CHESS is an automated transfer and
settlement system for transactions in securities quoted on the ASX under which transfers are
effected in a paperless form.
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When the Offer Shares become CHESS approved securities, holdings on the Australian Share
Register will be registered in one of two sub-registers, the electronic CHESS Sub-Register or
the Issuer Sponsored Sub-Register. The Shares of a Shareholder who is a participant in
CHESS or a person sponsored by a participant in CHESS will be registered on the CHESS
Sub-Register. All other Shares on the Australian Share Register will be registered on the
Issuer Sponsored Sub-register.
When the Offer Options become CHESS approved securities, holdings on the Australian
Option Register will be registered in one of two sub-registers, the electronic CHESS SubRegister or the Issuer Sponsored Sub-Register. The Options of an Option holder who is a
participant in CHESS or a person sponsored by a participant in CHESS will be registered on
the CHESS Sub-Register. All other Options on the Australian Option Register will be
registered on the Issuer Sponsored Sub-Register.
Following completion of the Offer, investors will be sent initial holding statements that set out
the number of Offer Shares and Offer Options that have been allocated. The statements will
also provide details of a Shareholder's Holder Identification Number (HIN) or, where
applicable, the Securityholder Reference Number (SRN) of issuer sponsored holders.
Shareholders on the Australian Share Register and the Australian Option Register will
subsequently receive statements showing any changes to their holding and will not be issued
certificates. Additional statements may be requested at any other time either directly through
the Shareholder's sponsoring broker, in the case of a holding on the CHESS Sub-Register, or
through the Australian Registrar in the case of a holding on the Issuer Sponsored Sub-Register.
The Company or the Australian Registrar may charge a fee for these additional issuer
sponsored statements.
The brokerage commission in respect of trades of Shares and Options on the ASX is freely
negotiable. Settlement of dealings on the ASX will take place on the third Business Day
following the date of the transaction.

3.12

Transferring Shares between the Australian and the Hong Kong Share
Registers
Subject to the completion of the Offer, the listing of the Shares on the ASX and the quotation
of the Offer Shares on the HKEx, holders of Shares may shunt (or remove) their Offer Shares
between the Australian Share Register and the Hong Kong Share Register according to the
following procedure:
•

when a Shareholder wishes to shunt shares from one of the two registers (the Home
Register) to the other register (the Destination Register), the Shareholder must
provide the Home Register with a written direction to that effect. The Home
Register will then remove the Shares from their holding, and place those shares into
the control of the Destination Register. A confirmation will then be sent to the
Destination Register, which will place the Shares into a holding in exactly the same
name of the delivering Shareholder; and

•

periodically (usually at the time of each shunt (or removal)) the two registers will
compare their respective control accounts to confirm that they are synchronised.

It is customary for the Hong Kong Registrar to charge shareholders (and prospective
shareholders coming from the Australian Share Register) administrative fees for processing
shunts (or removals).
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The following table identifies the costs (correct at the time of going to print) for each of those
administrative fees.
To/From

Australian
Fee

Hong Kong
Removal Fee

Hong Kong Certificate Cancellation
/ Creation Fee (per Certificate)

AU/HK

Nil

HK$350.00

HK$2.50 (Cancellation)

HK/AU

Nil

HK$350.00

HK$2.50 (Creation)

The ASX requires trades to be settled on a 'T+3' basis while the HKEx requires trades to be
settled on a 'T+2' basis. The period of time required to shunt Shares between the Australian
Share Register and the Hong Kong Share Register may vary and there is no certainty as to
when shunted Shares will be available for trading or settlement.
Shares shunted from the Australian Share Register to the Hong Kong Share Register may not
be allocated to CCASS as the HKEx requires a physical share certificate to be issued and then
delivered to the appropriate CCASS Participant for transfer to CCASS. Shares shunted from
the Hong Kong Share Register can be sponsored by either the Company or CHESS, as per the
request of the Shareholder initiating the shunt. For further information, contact your
nominated market (or CCASS) participant.

3.13

Trading on the HKEx

(a)

Dealings
The transaction costs of dealings in the Shares on the HKEx include a stock exchange trading
fee of 0.005%, an SFC transaction levy of 0.003%, a trading tariff of HK$0.50 on each
transaction, a transfer deed stamp duty of HK$5.00 per transfer deed and ad valorem stamp
duty on both the buyer and the seller charged at the rate of 0.1% each of the consideration or, if
higher, the fair value of the shares transferred. The brokerage commission in respect of trades
of Shares on the HKEx is freely negotiable.

(b)

Settlement
Investors in Hong Kong must settle their trades executed on the HKEx through their brokers
directly or through custodians.
For an investor in Hong Kong who has deposited Shares in their stock account or in their
designated CCASS Participant's stock account maintained with CCASS, settlement will be
effected in CCASS in accordance with the CCASS Rules in effect from time to time.
For an investor who holds the physical certificates, settlement certificates and the duly
executed transfer forms must be delivered to their broker by the settlement date. An investor
may arrange with their broker on a settlement date in respect of their trades executed on the
HKEx.
Under the HKEx Listing Rules and the CCASS Rules, the date of settlement must not be later
than the second Business Day following the trade date on which the settlement services of
CCASS are open for use by CCASS Participants (T+2).
For trades settled under CCASS, the CCASS Rules provide that the defaulting broker may be
compelled to compulsorily buy-in by HKSCC the day after the date of settlement (T+3), or if it
is not practicable to do so on T+3, at any time thereafter. HKSCC may also impose fines from
T+2 onwards.
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The CCASS stock settlement fee payable by each counterparty to a HKEx trade is currently
0.002% of the gross transaction value subject to a minimum fee of HK$2 and a maximum fee
of HK$100 per trade.

3.14

Brokerage and fees
No brokerage or commission is payable by Applicants on application for, or issue of, Offer
Shares under the Offer.

3.15

Withdrawal
The Company has the right to vary any of the dates set out in this Prospectus relating to the
Offer, without notice to any recipient of this Prospectus or any Applicant. This includes,
although is not limited to, varying the length of the Offer. In addition, the Company may
withdraw the Offer without notice to any recipient of the Prospectus or any Applicant.
If the Offer or any part of it does not proceed, the relevant Application Monies will be
refunded as soon as practicable. No interest will be paid on any Application Monies refunded.

3.16

Applicants outside Australia
This Prospectus does not, and is not intended to, constitute an offer in any place or jurisdiction,
or to any person to whom it would not be lawful to make such an offer or to issue this
Prospectus. The distribution of this Prospectus in jurisdictions outside Australia may be
restricted by law and persons who come into possession of this Prospectus should seek advice
on and observe any such restrictions. Any failure to comply with such restrictions may
constitute a violation of applicable securities laws. No action has been taken to register or
qualify these Shares or otherwise permit a public offering of the Shares the subject of this
Prospectus in any jurisdiction outside Australia.
It is the responsibility of the Applicants outside Australia to obtain all necessary approvals for
the allotment and issue of the Shares pursuant to the Prospectus. The return of a completed
Application Form will be taken by the Company to constitute a representation and warranty by
the Applicant that all relevant approvals have been obtained.

3.17

Taxation
Investors wishing to apply for Offer Shares should give consideration to the tax implications of
any such investment. Different taxation circumstances will apply to different investors,
depending on factors such as whether the investor is a resident or a non-resident of Australia or
whether the investor is a corporate shareholder or complying superannuation entity.
For these classes of investors, the taxation outcomes will be different under situations
including, but not limited to, taxation of capital gains, dividends and withholding tax.
Accordingly, potential Shareholders are advised to seek their own professional taxation advice
before investing in the Company. See Section 11.19 for further information.

3.18

Enquiries
If you require assistance to complete the Application Form or require additional copies of the
Prospectus, you should contact Edward King on 08 9421 2111 between 8.30am and 5.00pm
(WST).
If you are unclear in relation to any matter or are uncertain as to whether the Company is a
suitable investment for you, you should seek professional advice from your stockbroker,
solicitor, accountant, or other financial or professional adviser.
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4.

Company Background

4.1

Overview
The Company is an investment holding company incorporated in Bermuda and has been listed
on the HKEx (Hong Kong Stock Code 159) since 2002. The Company also intends to apply
for listing on the ASX.
Since its establishment, the Company has been involved in various business activities. With
its acquisition of the Damajianshan Mine in the PRC in 2008, the Company refocused itself as
a mining resources company.
Set out below is a summary of the Company's principal activities.

(a)

Smart Year Investments Limited
The Company's Subsidiary, Smart Year Investments Limited, (Smart Year) is a British Virgin
Islands incorporated company and the holding company of Luchun Xingtai Mining Company
Limited (Luchun Xingtai).
Luchun Xingtai is a Sino-foreign equity joint venture enterprise established in February 2004
in the PRC, which is 90% owned by Smart Year and 10% by Yunnan Maosheng Yuan. The
Company finalised the acquisition of Smart Year in September 2008.
Luchun Xingtai engages in the exploitation, processing and sale of copper ore concentrate. It
owns 100% of the Damajianshan Mine.
Figure 1: The Damajianshan Mine

In FY2009 and FP2010, the production volume of copper concentrate was approximately 340
tonnes and 125 tonnes, respectively, and the sale of copper concentrate was approximately 410
tonnes and 74 tonnes, respectively. For FY2009 and FP2010, the Company recorded a
turnover of approximately HK$14.8 million and HK$3.4 million, respectively, from Luchun
Xingtai.
During FY2009 and FP2010, production was relatively low as the emphasis was on
exploration and the delineation of additional resources to support an expanded operation.
Subject to the progress of further exploration and the production plan, the Company plans to
increase the production volume to meet the growing demand in the PRC market and thus
improve the present production efficiency as the scale of production increases.
The Company will continue to develop its existing mine in the PRC with a view to increasing
the Wah Nam International Group's copper production and revenue.
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The Damajianshan Mine is located in Qimaba Township, Luchun County of Yunnan Province
in the PRC. It is near the border between the PRC and Vietnam (Figure 2).
Figure 2 : Map of Damajianshan Mine

In the 3.67 km2 covered by the mining right there are Ore Reserves of over 7.8 million tonnes
of ore with an average Cu grade of 1.46% and Mineral Resources of over 15.5 million tonnes
of ore with an average Cu grade of 1.68%. The mine operation has the potential to produce
over 429,000 tonnes per annum for more than 18 years. The mine site is accessible by gravel
road. After beneficiation copper concentrate is trucked to customers throughout the PRC.
Please refer to Table 1 and Table 2 below and the Independent Technical Report and update
letter which are set out in full in Section 9 for a more detailed breakdown of Ore Reserves and
Mineral Resources.
Table 11 : Damajianshan Mine Ore Reserves
Grading
JORC Code
Ore
Tonnage
Reserve
Category
(kt)

Contained Metals

Cu

As

Pb

Ag

Cu

As

Pb

Ag

%

%

%

g/t

kt

kt

kt

t

Proved

4,648

1.49

5.7

1.28

42.6

69.3

265

59.7

198

Probable

3,150

1.42

6.28

1.49

47.9

44.6

198

47.1

151

Total

7,798

1.46

5.94

1.37

44.8

113.9

463

106.8

349

1

These tables were part of a Damajianshan Mine Independent Technical Report (ITR) prepared by Behre Dolbear
in accordance with the JORC Code and the VALMIN Code on 30 June 2008 which is set out in full in Section 9.
Based on Behre Dolbear's site visit and information review of the Damajianshan Mine on April 2010, Behre Dolbear
believes that no material changes or upgrades occurred in the mineral resources and ore reserves for the
Damajianshan Mine as they were stated in the June 30, 2008 Behre Dolbear ITR. Behre Dolbear is a subsidiary of
Behre Dolbear & Company Inc.
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Table 2 : Damajianshan Mine Mineral Resources
JORC
Grading
Code
Tonnage Cu As
Pb
Zn
Bi
Ag
Mineral
Resource
(kt)
%
%
%
%
%
g/t
Category
Measured
4,652
1.79 6.83 1.54 0.37 0.24 51.1
Indicated

3,153

1.7

Subtotal

Contained Metals
Cu

As

Pb

Zn

Bi

Ag

kt

kt

kt

kt

kt

t

83.1

318

71.6

17.1 10.9 237

53.5

237

56.4

16.5

7,805

1.75 7.11 1.64 0.43 0.24 53.6 136.5

555

128

33.6 18.9 418

Inferred

7,678

1.61 6.48 2.18 0.48 0.24 63.1 123.9

498

Total

15,483

1.68

7.52 1.79 0.52 0.25 57.4

6.8

8 .0

181

167.2 36.9 18.3 484

1.91 0.46 0.24 58.3 260.4 1,053 295.2 70.5 37.2 903

Plant and equipment at the Damajianshan Mine includes a ball grinder and flotation mill,
capable of producing 429,000 tonnes of ore per annum (Figure 3).
Figure 3: Ball Grinder and Flotation Mill at Damajianshan Mine Beneficiation Plant

Mining Right
The Department of Land and Resources of the Yunnan Province issued the mining right
certificate to Luchun Xingtai in January 2005 which was renewed in September 2007 for a
period of 5 years. It will expire in September 2012. The Directors have no reason to believe
that Luchun Xingtai will not be able to renew the mining right with the relevant government
authority at the appropriate time.
For further details, please see the Independent Technical Report contained in Section 9 and the
Solicitor's Report contained in Section 10.
(b)

Limousine rental and airport shuttle bus services
The limousine rental and airport shuttle bus business is carried through the Company's interest
in another wholly owned Subsidiary, Perryville Group Limited.
This business segment provides high end limousine rental services in Hong Kong and the PRC
(including Shenzhen, Guangzhou, Shanghai and Beijing) and airport shuttle bus services in
Hong Kong.
Currently, the Wah Nam International Group has a fleet of 133 limousine cars serving major
hotels, corporate and individual customers. The Wah Nam International Group recorded a
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total turnover of HK$80.6 million from its limousine rental and airport shuttle bus business in
Hong Kong and the PRC for FY2009 and HK$51.8 million for FP2010. The Company
believes that this business segment will continue to provide a stable revenue and income
source to the Wah Nam International Group.
(c)

Equity Security Investments
Apart from the above two principal business segments, the Wah Nam International Group also
invests in equity and other securities from time to time.
As at the date of this Prospectus, the Wah Nam International Group held the following
investments:
•

32,347,405 (22.63%) Brockman Resources Shares; and

•

40,934,400 (19.90%) FerrAus Shares.

These equity security investments were made for strategic purposes.

4.2

Material Transactions
Set out below are some material corporate transactions entered into by the Company.
•

On 15 May 2007, the Company raised approximately HK$40.3 million for general
working capital.

•

On 13 June 2007, the Company entered into an agreement to acquire the entire
issued share capital of Perryville Group Limited, a limousine rental and airport
shuttle transportation services company, for HK$170 million paid in cash and a
convertible note.

•

On 16 October 2007, the Company raised approximately HK$37.4 million for
general working capital and as part of the consideration for the acquisition of
Perryville Group Limited.

•

On 30 January 2008, the Company entered into an agreement to acquire the entire
equity interest of Smart Year, for HK$650 million paid in cash, shares and a
convertible note.

•

On 6 June 2008, the Company entered into an agreement to dispose of its entire
interests in a company which owned the management and operating rights of a toll
road in the PRC, for HK$60 million.

•

On 1 September 2008, the Company raised approximately HK$119 million for
general working capital and as part of the consideration for the acquisition of Smart
Year and other mineral related investments.

•

On 17 June 2009, the Company raised approximately HK$99.18 million for
potential acquisitions or investment opportunities in mineral related businesses.

•

On 24 June and 29 June 2009, the Company announced on-market acquisitions of
18,159,256 Brockman Resources Shares for approximately HK$121.79 million.

•

On 9 February 2010, the Company raised approximately HK$297 million for
potential acquisitions or investment opportunities in mineral related businesses.
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4.3

•

On 18 February 2010 and 1 March 2010, the Company announced acquisitions
totalling 9,509,486 Brockman Resources Shares for approximately
HK$196.41 million.

•

On 19 June 2010, the Company raised approximately HK$199 million for potential
acquisitions or investment opportunities in mineral related business.

•

On 22 June 2010, the Company subscribed for 25,047,939 FerrAus Shares for
approximately HK$147 million.

•

On 17 September 2010, the Company raised approximately HK$200 million, after
costs, for potential acquisitions or investment opportunities in mineral related
businesses and to cover transactional costs.

Summary of Financial Information
The table below is an abridged consolidated balance sheets of the Company as at 31 December
2008 and 2009 and 30 June 2010.

Current assets
Non-current assets
Total assets
Current liabilities
Non-current liabilities
Total liabilities
Capital and reserves
Share capital
Reserves
Equity attributable to equity holders of
the Company
Minority interest
Total equity

31 December
2008
HK$ '000
Audited
91,008
1,146,554
1,237,562
82,850
296,657
379,507

31 December
2009
HK$ '000
Audited
59,936
1,405,684
1,465,620
96,853
150,186
247,039

30 June 2010
HK$ '000

151,534
610,018
761,552

278,226
844,930
1,123,156

372,944
1,184,842
1,557,786

96,503
858,055

95,425
1,218,581

80,836
1,638,662

Unaudited
180,505
1,659,669
1,840,174
101,296
100,256
201,552

The table below sets out a summary of the consolidated results of the Company for FY2008,
FY2009 and FP2010.

Revenue from continuing operations
Loss for the period / year
Other comprehensive income/(loss):
Exchange differences arising on
translation of foreign operations
Change in fair value on available-forsale investments, net of tax
Reserve released upon disposal of
subsidiaries
Total comprehensive income/(loss) for
the period / year
Loss for the period / year attributable to:
Equity holders of the Company
Minority interests
Total comprehensive income / (loss)
attributable to:
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FY2008
HK$ '000
Audited
88,837
(282,462)

FY2009
HK$ '000
Audited
95,374
(80,004)

FP2010
HK$ '000
Unaudited
55,189
(173,002)

4,165

(285)

11,403

-

133,644

(35)

(32,214)

-

-

(310,511)

53,355

(161,634)

(296,660)
14,198

(78,935)
(1,069)

(157,363)
(15,639)

Equity holders of the Company
Minority interests

(323,807)
13,296

54,433
(1,078)

(147,045)
(14,589)

For details on factors which affected the Company's Historical Financial Information, see
Section 7.6.

4.4

Objectives
The Company's principal objective is to grow Shareholder value by:

4.5

•

leveraging the competitive advantages from the Damajianshan Mine and the skills
of its workforce;

•

further enhancing the efficiency of the Damajianshan Mine; and

•

strategically acquiring interests in mining projects, particularly in countries with
abundant mineral resources and stable political environments. The Company
intends to grow through its acquisitions.

Strategies
The Company plans to be a developer of strategic mining assets in politically stable, mineral
resource-rich countries. In line with this objective, the Company decided to make the
Takeover Offers, which represent a significant step for the Company in achieving this plan. If
successful, to the Company's knowledge, it will become the only HKEx listed company
developing significant Australian hematite iron ore deposits.
Over the past two and a half years, the Company has restructured its business to focus on
strategic acquisitions of iron ore projects and, to augment this objective, the development of its
copper operation.
As a result of a recovery in the global economy and the PRC's continued economic growth,
world production of steel has significantly recovered from low production levels in 2009 and is
now on par with the pre global financial crisis peak reached during 2008 (Figure 4).
Figure 4: World Steel Production
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PRC steel production has contributed a significant portion of this growth. Iron ore is a key
ingredient in the steelmaking process. Seaborne iron imports are expected to reach one billion
tonnes this year, driven by the PRC's market leading share (Figure 5).
Figure 5: Seaborne iron ore trade
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As a result of the increased seaborne trade, iron ore prices performed strongly over the past
year. Copper prices follow suit as the demand for copper is tied to the same drivers of the
demand for steel (Figure 6).
Figure 6: 1 Year Spot Price of iron ore and copper
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The Company owns the Damajianshan Mine, a producing copper mine in the PRC, the world's
largest consumer of copper. The Company will continue to develop the Damajianshan Mine
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US$ per metric tonne

US$ per dry metric tonne

6,000

through further exploration in order to delineate and upgrade Mineral Resources and
subsequently increase copper metal production of the mine.
The Company will, if the Takeover Offers are successful, seek to maximise benefits for its
current and future Shareholders by progressing the Projects to production and will aim to be a
significant iron ore producer by global standards. Being listed on one of the world's largest
capital markets, the HKEx, should provide the Company with advantages in securing project
finance on favourable terms, to the benefit of Shareholders.
In addition, the Directors will, if the Takeover Offers are successful, pursue additional
strategic acquisitions, in order to realise their plan. It is expected these future assets will
continue to enhance Shareholder value, above the anticipated benefit provided by the assets of
Brockman Resources and FerrAus.

4.6

The Brockman Resources Takeover Offer

(a)

Disclaimer
The information in this Section 4.6 concerning Brockman Resources has been prepared based
on a review of publicly available information (which has not been independently verified).
Neither the Company, nor any of the Directors, officers or advisers, subject to the Corporations
Act, make any representation or warranty, express or implied, as to the accuracy or
completeness of such information.
The information on Brockman Resources in this Prospectus should not be considered
comprehensive.

(b)

The Brockman Resources Takeover Offer
On 10 November 2010, the Company, through its wholly-owned subsidiary, Wah Nam
Australia, lodged a bidder's statement with ASIC pursuant to which Wah Nam Australia will
make an off-market takeover bid to acquire all the ordinary shares in Brockman Resources.
Brockman Resources is a company which has interests in iron ore exploration projects in the
Pilbara region of Western Australia. The Company believes that, if the Brockman Resources
Takeover Offer is successful, the Brockman Resources business will further the Company's
strategy to become a developer of strategic mining assets in politically stable, mineral
resource-rich countries and will strengthen the Combined Group's interest in iron ore
exploration projects in the Pilbara region of Western Australia.
The Brockman Resources Takeover Offer implies a value of approximately A$6.47 per
Brockman Resources Share and represents a premium of 42.8% of the closing price of
Brockman Resources Shares on 9 November 2010.

(c)

Profile of Brockman Resources
Brockman Resources Limited is an ASX-listed Australian iron ore development company with
a market capitalisation of approximately A$647.4 million as at 9 November 2010 (the day
before announcement of the Brockman Resources Takeover Offer).
Brockman Resources was originally listed on the ASX on 17 August 2004 as Yilgarn Mining
Ltd and was renamed Brockman Resources Limited to reflect Brockman Resources' strategic
decision to position itself as an iron ore developer. Brockman Resources' main focus is the
development of its Marillana Project.
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(d)

Overview of Brockman Resources' Projects
Marillana Project
Background
The Marillana Project is Brockman Resources' principal project and is located in the
Hamersley Iron Province 100 kilometres north west of Newman. The Marillana Project
covers an area of 96 square kilometres and is held by a wholly owned Subsidiary of Brockman
Resources. Brockman Resources has reported that the Marillana Project contains a JORCCode compliant Reserve of 1,001.2 million tonnes of detrital ore grading 42.36% Fe, and 48.5
million tonnes of channel iron deposit ore grading 55.5% Fe.
Highlights
•

Completion of a definitive feasibility study.

•

Environmental scoping document completed and public review period closed.

•

After the execution of Native Title mining agreements in December 2009, the
mining lease was granted for the Marillana Project in January 2010.

•

Successful metallurgical test work confirmed the technical viability of beneficiating
the Marillana Project's detrital hematite resource to final product iron grade range of
60.5%-61.5%.

Reserves
The JORC Code compliant Ore Reserve at the Marillana Project totals 1,049.7 million tonnes,
with 1,001.2 million tonnes of detrital ore (Table 3) and 48.5 million tonnes of direct shipping
ore (Table 4).
Table 3 : Marillana Detrital Ore Reserves
Reserve Classification

Tonnes
(Mt)

Proven
Probable
TOTAL

Fe
(%)
41.55
42.48
42.36

133.2
868.0
1,001.2

Table 4 : Marillana CID Ore Reserves
Reserve
Classification
Probable
TOTAL

Tonnes
(Mt)
48.5
48.5

Fe (%)
55.5
55.5

Al2O3
(%)
3.7
3.7

SiO2 (%)
5.3
5.3

P (%)
0.09
0.09

LOI (%)
9.7
9.7

Project Development
The Brockman Resources board decided to progress the Marillana Project as a long-life
operation to achieve economies of scale. In December 2008, Brockman Resources contracted
Ausenco Ltd for the purposes of completing a pre-feasibility study on the development of the
Marillana Project. The pre-feasibility study was completed and announced to the market on
10 August 2009 and confirmed the technical and financial robustness of a conventional mining
and processing operation at the Marillana Project.
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As a result of the positive pre-feasibility study, a definitive feasibility study for the Marillana
Project commenced in September 2009 and was completed and announced to the market on 29
September 2010.
Port and rail infrastructure required to progress development of the Marillana Project
The development and success of the Marillana Project is heavily dependent on access to rail
and port infrastructure to economically transport the ore to future customers. For port
infrastructure, Brockman Resources has partnered with FerrAus and Atlas Iron Limited to
form the NWIOA, a group that has secured the rights to construct a 50 million tonnes per
annum berth at Port Hedland. The NWIOA has also been successful with regard to
progressing rail infrastructure access, with the ACCC granting NWIOA interim authorisation
to engage in collective negotiations with the providers of rail infrastructure in the Pilbara
region.
The rail infrastructure options available to Brockman Resources are:
•

the negotiation of haulage on BHP's rail infrastructure;

•

the construction of a spur line to, and negotiation of access to or haulage on, FMG's
rail infrastructure; and

•

the construction of an independent, 'end-to-end' rail line.

Other iron ore projects
Brockman Resources also owns the Duck Creek, West Hamersley, Mt Stuart and Ophthalmia
iron ore projects in the West Pilbara region of Western Australia. Brockman Resources has
planned exploration programs for a number of these projects, but to date has not delineated
any JORC Mineral Resources or JORC Ore Reserves at these projects.
Other projects
Irwin-Coglia Nickel-Cobalt Laterite Project
Brockman Resources has a 40% interest in the Irwin–Coglia nickel-cobalt laterite Joint
Venture located 150 kilometres south east of Laverton in Western Australia. The remaining
60% interest in the Joint Venture is held by Murrin Murrin Holdings Pty Ltd and Glenmurrin
Pty Ltd. Since establishing the Joint Venture, the co-venturers have completed extensive
drilling programs and reported an Indicated Mineral Resource at Irwin-Coglia of 16.8 million
tonnes grading 1.07% Ni and 0.14% Co.

4.7

The FerrAus Takeover Offer

(a)

Disclaimer
The information in this Section 4.7 concerning FerrAus has been prepared based on a review
of publicly available information (which has not been independently verified). Neither the
Company, nor any of the Directors, officers or advisers, subject to the Corporations Act, make
any representation or warranty, express or implied, as to the accuracy or completeness of such
information.
The information on FerrAus in this Prospectus should not be considered comprehensive.
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(b)

The FerrAus Takeover Offer
On 10 November 2010 the Company, through its wholly-owned subsidiary, Wah Nam
Australia, lodged a bidder's statement with ASIC pursuant to which Wah Nam Australia will
make an off-market takeover bid to acquire all the ordinary shares in FerrAus.
FerrAus is a company which also has interests in iron ore exploration projects in the Pilbara
region of Western Australia. The Company believes, if the FerrAus Takeover Offer is
successful, the FerrAus business will further the Company's strategy to become a developer of
strategic mining assets in politically stable, mineral resource-rich countries and will strengthen
the Combined Group's interest in iron ore exploration projects in the Pilbara region of Western
Australia.
The FerrAus Takeover Offer implies a value of approximately A$1.29 per FerrAus Share and
represents a premium of 52.2% of the closing price of FerrAus Shares on 9 November 2010.
The Takeover Offers are not interconditional. This means that either Takeover Offer will not
be affected by the success or otherwise of the other Takeover Offer.

(c)

Profile of FerrAus
FerrAus is an ASX-listed Australian iron ore development company with a market
capitalisation of approximately A$174.8 million as at 9 November 2010 (the day before
announcement of the FerrAus Takeover Offer).
FerrAus was incorporated on 6 July 2001 as Metals Quest Australia Limited for the purpose of
compiling a portfolio of gold and base metals projects for exploration. On 10 November 2003,
the company changed its name to NiQuest Limited. On 21 December 2005, following the
acquisition of its current iron ore projects the company changed its name to FerrAus Limited.
FerrAus' main focus is the development of the FerrAus Pilbara Project.

(d)

Overview of FerrAus' Projects
FerrAus Pilbara Project
Background
The FerrAus Pilbara Project is located northwest of Robertson Range and 35 kilometres east
of BHP's mining operations and rail infrastructure at Jimblebar. The FerrAus Pilbara Project
is a combination of the Davidson Creek Iron Ore Project, the Robertson Range Iron Ore
Project and the Murramunda Iron Ore Project.
Highlights
•

Completion of a scoping study.

•

Commencement of a pre-feasibility study.

•

Pre-feasibility study and definitive feasibility study due for completion by
November 2010 and early 2011, respectively.

Resources
The JORC Code compliant Mineral Resource at the FerrAus Pilbara Project totals 316.4
million tonnes, with 210.7 million tonnes of higher grade resource and 105.6 million tonnes of
medium grade resource.
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Table 5 : High Grade Mineral Resources (+55% Fe)
Area

Resource
Classification
Measured

Tonnes
(Mt)
23.4

Fe (%)

Indicated
Inferred
TOTAL
Measured

Indicated
Inferred
TOTAL
TOTAL (+55% Fe)

Robertson
Range

Davidson
Creek

SiO2
(%)
4.54

P (%)

58.93

Al2O3
(%)
2.71

0.109

LOI
(%)
7.69

20.7
10.6
54.6
9.5

58.98
58.11
58.79
58.10

2.99
3.37
2.94
2.83

5.40
6.56
5.26
4.31

0.104
0.097
0.105
0.078

6.48
6.15
6.93
9.12

91.6
55.0
156.1
210.7

58.70
57.96
58.40
58.50

2.43
2.67
2.54
2.64

4.44
4.92
4.60
4.77

0.082
0.100
0.088
0.092

8.63
8.72
8.69
8.23

Table 6 : Medium Grade Inferred Mineral Resources (50-55% Fe)
Area
Robertson
Range
Davidson
Creek
TOTAL

Tonnes
(Mt)
16.2

Fe (%)

Al2O3 (%)

SiO2 (%)

P (%)

LOI (%)

53.00

5.40

8.51

0.123

8.85

89.4

53.21

5.12

8.38

0.080

9.32

105.6

53.18

5.17

8.40

0.086

9.25

Project Development
On 24 February 2010, FerrAus completed a positive scoping study on the FerrAus Pilbara
Project and as a result, commenced a pre-feasibility study.
FerrAus aims to complete the pre-feasibility study in November 2010 and definitive feasibility
study by early 2011. In addition to the pre-feasibility study, FerrAus' core activities are the
completion of infill drilling activities, metallurgical test work, hydrology studies,
environmental studies, process flow design, regulatory approvals and technical marketing of
the product.
Port and rail infrastructure
The development and success of the FerrAus Pilbara Project is heavily dependent on access to
rail and port infrastructure to economically transport the ore to future customers. For port
infrastructure, FerrAus has partnered with Brockman Resources and Atlas Iron Limited to
form the NWIOA, a group that has secured the rights to construct a 50 million tonnes per
annum berth at Port Hedland. The NWIOA has also been successful with regard to progressing
rail infrastructure access, with the ACCC granting NWIOA interim authorisation to engage in
collective negotiations with the providers of rail infrastructure in the Pilbara region.
The two rail infrastructure options available to FerrAus are:
•

the construction of a spur line to and negotiation of haulage on BHP's rail
infrastructure; and

•

the construction of a spur line to, and negotiation of access to, or haulage on, FMG's
rail infrastructure.
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Enachedong
Enachedong is located approximately 200 kilometres north east of Newman and 60 kilometres
south of the manganese mining operation at Woodie Woodie, Western Australia. The project
is prospective for manganese mineralisation.

4.8

The Combined Group
If the Takeover Offers are successful, the Combined Group will consist of a combination of
the Company's existing operations, Brockman Resources' existing operations and FerrAus'
existing operations.

(a)

Effect of acquisitions on the Company
General effect of acquisitions
The Company plans to be a developer of strategic mining assets in politically stable, mineral
resource-rich countries. The Takeover Offers represent a significant step for the Company in
achieving this plan. If the Takeover Offers are successful, to the Company's knowledge, it will
be the only HKEx listed company developing significant Australian hematite iron ore deposits.
Effect of acquisitions on the Company's capital structure
If the Offer is oversubscribed and the Takeover Offers are successful, based on the number of
Shares, Brockman Resources Shares and FerrAus Shares on issue as at 9 November 2010, the
Company will have 8,228,006,805 fully paid Shares on issue of which:
•

3,316,972,380 (representing approximately 40.3% of the total fully paid ordinary
shares on issue following the Offer being oversubscribed and 100% acceptance of
Takeover Offers) will represent Shares issued to Brockman Resources Shareholders
pursuant to the Brockman Resources Takeover Offer.

•

988,598,940 (representing approximately 12.0% of the total fully paid ordinary
shares on issue following the Offer being oversubscribed and 100% acceptance of
Takeover Offers) will represent Shares issued to FerrAus Shareholders pursuant to
the FerrAus Takeover Offer.

Further, if all holders of:
•

Brockman Resources options were to exercise their options and subsequently accept
the Brockman Resources Takeover Offer for their Brockman Resources Shares; and

•

FerrAus options were to exercise their options and subsequently accept the FerrAus
Takeover Offer for their FerrAus Shares,

the Company will have 8,464,856,805 fully paid ordinary shares on issue of which:
•

3,508,672,380 (representing approximately 41.5% of the total fully paid ordinary
shares on issue following the Offer being oversubscribed and 100% acceptance of
the Takeover Offers) will represent Shares issued to Brockman Resources
Shareholders pursuant to the Brockman Resources Takeover Offer.

•

1,033,748,940 (representing approximately 12.2% of the total fully paid ordinary
shares on issue following the Offer being oversubscribed and 100% acceptance of
the Takeover Offers) will represent Shares issued to FerrAus Shareholders pursuant
to the FerrAus Takeover Offer.
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(b)

Corporate Structure of the Combined Group
Wah Nam International Holdings
Limited
(Bermuda)

100%

Wah Nam International
(HK) Limited
(HK)

100%

100%

Wah Nam Iron Ore
Company Limited
(BVI)

100%

Perryville Group
Limited
(BVI)

Golden Genie Limited
(BVI)

100%

100%
100%

Wah Nam International
Australia Pty Ltd
(Australia)

100%

Airport Shuttle Service
Limited
(HK)

Parklane Limousine
Service Limited
(HK)*

Smart Year
Investments Limited
(BVI)

90%

Brockman Resources
Limited
(Australia)

FerrAus Limited
(Australia)

100%

Australian Manganese Pty
Ltd
(Australia)

100%

Yilgarn Mining (WA) Pty
Ltd
(Australia)

100%

Brockman East Pty Ltd
(Australia)

Luchun Xingtai Mining
Co. Ltd
(PRC)**

100%

Brockman Exploration
Pty Ltd
(Australia)

100%

Brockman Iron Pty Ltd
(Australia)

* Parklane Limousine Service Limited (HK) has a number of wholly owned subsidiaries not shown in this diagram.
** English name is for identification purpose only

(c)

Prospects of the Combined Group
The Combined Group will be a large, financially secure, growth focused company with a
expanded multi-mine asset base. If both of the Takeover Offers are successful, the value of the
Company's Shares is likely to be positively re-rated by the equity capital markets as a
consequence of:
•

enhanced global capital market and institutional investor awareness through an
anticipated increase in broker research coverage and investment in the Company by
large offshore investment funds;

•

increased market capitalisation, liquidity and market presence; and

•

recognition of the Combined Group's balance sheet, significant multi-mine asset
base, cash and access to an expanded range of financing and growth options.

The combination of the Company's expertise in international capital markets and its debt and
equity raising capabilities with that of Brockman Resources' and FerrAus' mining exploration,
production and development expertise will enhance the likelihood of the Projects commencing
production as scheduled, if not sooner. If the Company is successful in gaining majority or
full control of both Brockman Resources and FerrAus, the benefits to the Combined Group
with regards to port infrastructure, rail infrastructure, project financing and marketing of the
Projects will include the following:
Port infrastructure
Brockman Resources and FerrAus are members of the NWIOA, which is currently working
towards the completion of multi-berth facilities at Port Hedland. In addition to Brockman
Resources and FerrAus, Atlas Iron Limited is also a NWIOA member company.
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The Combined Group intends to rapidly develop both the Marillana and the FerrAus Pilbara
Projects which may provide the impetus needed for the NWIOA to proceed with the
development of the NWIOA multi-user facility and may improve the merits of the NWIOA as
an attractive investment opportunity for strategic and financial institutions. This will allow the
NWIOA better access to construction funds to complete the port construction on or before the
fourth quarter of 2013.
Rail infrastructure
As separate entities, both Brockman Resources and FerrAus will be relying on either BHP or
FMG for access to rail infrastructure, although Brockman Resources has recently indicated that
it is working with the WA government to progress an independent, 'end-to-end' rail option
should this be required. As the Combined Group, sharing an independent direct railway to
Port Hedland is also an option. The rail options are outlined below:
(i)

BHP haulage scenario - Brockman Resources and FerrAus will each have to
negotiate haulage on BHP's rail infrastructure, with FerrAus also requiring a spur
line to BHP's rail infrastructure. The Combined Group may be in a better position
to negotiate a haulage agreement.

(ii)

FMG haulage scenario - Brockman Resources and FerrAus will each need to build
a railway spur to connect to FMG's rail infrastructure as well as negotiate access to,
or haulage on, the infrastructure. The Combined Group may be in a better position
to negotiate access or haulage agreements and capital costs for the railway spur
could be shared.

(iii)

Independent railway scenario - Brockman Resources' and FerrAus' forecasted
production of the Projects may, under the Combined Group improve the economic
viability of the independent, 'end-to-end' railway being studied by Brockman
Resources. The Combined Group will be in a better position to fund the significant
development costs of this option.

Access to funding
The Combined Group will emerge as a larger company with a larger Mineral Resource and
potential annual production capacity than each of the companies individually.
The Combined Group's JORC-compliant iron ore Mineral Resource currently totals more than
1.8 billion tonnes. With such a large resource inventory, the Combined Group may be able to
position itself as a meaningful iron ore producer both in the Pilbara region, and globally.
Accordingly, the Combined Group would be in a favourable position to obtain both equity and
debt financing from strategic and institutional investors, as well as global financial institutions.
Marketing
The Combined Group will have the capacity to mix final iron ore products from each of the
Projects, enhancing its marketing coverage with steel mills. In addition, the higher production
levels may place the Combined Group in a stronger position to negotiate off-take agreements
than Brockman Resources or FerrAus would be in as separate entities.
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(d)

Prospects of Wah Nam International if only one of the Takeover Offers is successful
If only one of the Takeover Offers is successful and the other is not, the Enlarged Group will
have similar prospects and realise similar benefits to those of the Combined Group (as set out
in Section 4.8(c) except as follows:
Rail Infrastructure
The Enlarged Group may still be in a better position than Brockman Resources or FerrAus
alone to negotiate haulage/access agreements or fund the development costs of a railway spur.
However, the capital costs of an independent railway scenario may not be able to be shared
across multiple projects and therefore an independent railway may not be as economically
attractive.
Access to funding
The Enlarged Group will emerge as a larger company with a larger asset base than either
Brockman Resources or FerrAus as a separate entity and accordingly, the Enlarged Group may
be in a more favourable position than Brockman Resources or FerrAus alone to obtain both
equity and debt financing from strategic and institutional investors, as well as global financial
institutions.
Marketing
The Enlarged Group will be in a stronger position to negotiate off-take agreements than either
Brockman Resources or FerrAus would be on their own due to the increased size and enhanced
global presence of the Enlarged Group.

4.9

Placement Mandate
During the Offer period, the Company proposes to seek a mandate from its Shareholders for
the placement of up to 600 million Placement Shares (Placement Mandate).

(a)

Placement Mandate Price
The price at which the Placement Shares are to be issued will be equal to or higher than the
higher of:
•

HK$1.30; or

•

a discount of not more than 30% to the average closing price for the 20 trading days
immediately prior to the date of the agreement in respect of the issuing of the
Placement Shares.

The placement price of HK$1.30 would represent:
•

a discount of approximately 20.2% to the closing price of HK$1.63 per Share as
quoted on the HKEx on 9 November 2010; and

•

a discount of approximately 22.2% to the average of the closing prices per Share of
HK$1.67 as quoted on the HKEx for the five consecutive trading days up to and
including 9 November 2010.

The placement price of HK$1.30 was determined with reference to the prevailing market price
and the recent trading volume of Shares. The actual placement price will be determined based
on the above conditions and negotiations between the Company and the investors under the
placement.
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Taking into account, among other things, the parameters of determining the placement price,
the reasons for the Placement Mandate and use of proceeds set out below, the Directors
(including the independent non-executive Directors) consider that the terms of the Placement
Mandate are fair and reasonable based on current market conditions and that the Placement
Mandate is in the interests of the Company and the Shareholders as a whole.
(b)

Maximum number of Placement Shares
The 600 million Placement Shares represent:

(c)

•

approximately 15.4% of the existing issued share capital of the Company;

•

approximately 13.3% of the issued share capital of the Company as enlarged by the
allotment and issue of the Placement Shares; and

•

approximately 6.8% of the issued share capital of the Company as enlarged by the
Placement Shares, the Offer Shares, the Option Shares, and the Shares which would
be required to be issued under the Takeover Offers assuming full acceptance of both
Takeover Offers but no Brockman Resources or FerrAus option holder exercising
their options and accepting the Brockman Resources Takeover Offer or the FerrAus
Takeover Offer, as the case may be.

Conditions of the Placement Mandate
The Placement Mandate is subject to:
•

the Brockman Resources Takeover Offer and/or the FerrAus Takeover Offer
becoming unconditional;

•

the HKEx granting or agreeing to grant listing of and permission to deal in all of the
Placement Shares; and

•

the passing of necessary resolution(s) by the Shareholders to approve the Placement
Mandate and the transactions contemplated thereunder, including but not limited to
the issue and allotment of the Placement Shares.

The Placement Mandate will be valid for a period of six months from the date either the
Brockman Resources Takeover Offer or the FerrAus Takeover Offer is declared unconditional.
(d)

Rights of Placement Shares
The Placement Shares will be sold free from all liens, charges and encumbrances and together
with the rights attaching to them. The Placement Shares will rank, upon issue, pari passu in all
respect with Shares on issue on the date of allotment and issue of the Placement Shares.

(e)

Use of Proceeds
If the Placement Mandate is utilised in full, based on the minimum placement price of
HK$1.30, the maximum gross proceeds would be approximately HK$780 million, and the
estimated net proceeds, after the deduction of commission and other related expenses, is
estimated to be approximately HK$741 million.
It is intended that the net proceeds raised from the placement will be used to support the
financing of capital expenditure required by the Projects. The Combined Group will need to
raise funds for the development of the Projects or for other capital expenditure, further
exploration or feasibility studies.
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The Company considers that the Placement Mandate will allow the Company additional
flexibility in supporting the development of Brockman Resources and/or FerrAus after the
completion of the Takeover Offers.
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5.

Board Composition, Key Management and Corporate
Governance

5.1

Directors of the Company
The Board brings relevant experience and skill including mining, financial management and
corporate governance. The following table sets out information regarding the Directors upon
completion of the Offer:
Name

Position

Mr Luk Kin Peter Joseph

Chairman and CEO

Mr Chan Kam Kwan Jason

Executive Director and Company Secretary

Mr Lau Kwok Kuen Eddie

Non-executive Director

Mr Uwe Henke Von Parpart

Non-executive Director

Mr Yip Kwok Cheung Danny

Non-executive Director

Mr Luk Kin Peter Joseph - Chairman and Chief Executive Officer
Mr Luk Kin Peter Joseph, aged 39, has been the Chairman of the Company since February
2009. Mr Luk holds a Masters Degree in Business Administration and the professional
qualification of Chartered Financial Analyst. Mr Luk worked in several international financial
institutions and is well experienced in international financial and investment management. Mr
Luk also has extensive experience in the mining industry. He was the CEO and deputy
chairman of China Mining Resources Group Limited, a HKEx listed company with mining
activities in the PRC, from November 2005 to July 2007.
Mr Chan Kam Kwan Jason - Executive Director and Company Secretary
Mr Chan Kam Kwan, Jason, aged 37, joined the Wah Nam International Group in January
2008. He is an executive Director and the company secretary. Mr Chan graduated from the
University of British Columbia in Canada with a Bachelor of Commerce Degree and is a
member of the American Institute of Certified Public Accountants. Mr Chan has experience in
accounting and corporate finance.
Mr Lau Kwok Kuen Eddie - Non-executive Director
Mr Lau Kwok Kuen, Eddie, aged 54, joined the Wah Nam International Group in December
2007. He is an independent non-executive Director. He graduated from the Hong Kong
Polytechnic (now known as The Hong Kong Polytechnic University) and is a fellow member
of The Hong Kong Institute of Certified Public Accountants and a fellow member of The
Association of Chartered Certified Accountants of the United Kingdom. He has been
practicing as a Certified Public Accountant in Hong Kong since 1982.
Mr Uwe Henke Von Parpart - Non-executive Director
Mr Uwe Henke Von Parpart, aged 69, joined the Wah Nam International Group in January
2008. He is an independent non-executive Director. He received a Fulbright scholarship and
did his graduate work in mathematics and philosophy (Ph.D.) at Princeton University and the
University of Pennsylvania.
Mr Parpart is the managing director at Cantor Fitzgerald in Hong Kong, where he is
responsible for macro-economic, fixed-income and equity-markets research and strategy in
Asia. He joined Cantor Fitzgerald in May 2006. His analyses are published on a weekly and
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daily basis and frequently featured on CNBC Asia and Bloomberg TV. Prior to joining Cantor
Fitzgerald, Mr Parpart worked for 4 years as a senior currency strategist at Bank of America,
Hong Kong, covering both currencies and notes. Mr Parpart has also contributed to numerous
magazines and newspapers and until recently was a columnist for Forbes Global and
Shinchosha Foresight Magazine (Tokyo).
Mr Yip Kwok Cheung Danny - Non-executive Director
Mr Yip Kwok Cheung, Danny, aged 46, joined the Wah Nam International Group in August
2009. He is an independent non-executive Director. He is an Australian citizen and he joined
the Company in August 2009. Mr Yip graduated from the Australian National University
majoring in Economics and Accountancy. Mr Yip has extensive experience as an internet
strategist, entrepreneur and specialist in international trade. He was also the founder of several
service-oriented businesses in Hong Kong and Australia, and was the founder of Tradeeasy
Holdings Limited in 1996. He was the executive director and chief executive officer of CCT
Resources Holdings Limited (formerly known as Tradeeasy Holdings Limited) (a company
listed on the growth enterprise market of the HKEx) until June 2007.

5.2

Senior Management and Key Personnel
The other members of senior management are listed below:
Name

Position

Mr Leung Chi Yan, Danny

President of the Perryville Group

Mr Hendrianto Tee

Chief Investment Officer

Mr Au-Yeung Sai Kit, Alex

Financial Controller

Mr Leung Chi Yan, Danny - President of the Perryville Group
Mr Leung Chi Yan, Danny, aged 62, is the managing director of Parklane Limousine Service
Limited which is principally engaged in the provision of limousine and airport shuttle
transportation services in Hong Kong. Mr Leung graduated from Newport University of
Southern California with a Master of Business Administration degree. Mr Leung has over 30
years experience in limousine and airport shuttle transportation services and is the Chairman of
Hong Kong Limousine Hire Association.
Mr Hendrianto Tee - Chief Investment Officer
Mr Hendrianto Tee, aged 43, joined the Wah Nam International Group in January 2009. He is
the Chief Investment Officer of the Company. Mr Tee graduated from Walsh University,
USA, with a Bachelor of Arts Degree. Mr Tee spent a large part of his career with several
international financial institutions with a focus on debt capital markets. Prior to joining the
Company, Mr Tee held a senior executive position at a large Asian agri-business
conglomerate.
Mr Au-Yeung Sai Kit, Alex - Financial Controller
Mr Au-Yeung Sai Kit, Alex, aged 31, joined the Wah Nam International Group in December
2008. He is the Financial Controller of the Company. Mr Au-Yeung is a member of the Hong
Kong Institute of Certified Public Accountants and a member of CPA Australia. Mr AuYeung obtained a Bachelor Degree of Business Administration (Honours) - Accounting from
the Hong Kong Baptist University. Mr Au-Yeung has over 9 years experience in auditing,
accounting and banking.
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5.3

Corporate governance
The Board is committed to the principles of best practice in corporate governance. The Board
has relied on the Revised Principles of Corporate Governance Principles and
Recommendations, developed by the ASX Corporate Governance Council and the Code of
Corporate Governance Practices as set out in Appendix 14 of the HKEx Listing Rules, in
formulating its corporate governance policies and practices. The Board seeks, where
appropriate, to adopt the ASX Corporate Governance Council's Corporate Governance
Principles and Recommendations and the Code of Corporate Governance Practices as set out
in Appendix 14 of the HKEx Listing Rules. To the extent these principles have not been
adopted appropriate justification has been set out below.
The Company's corporate governance principles and policies are guided by the ASX Corporate
Governance Council's recommendations. The format of this Part is structured accordingly.

(a)

Principle 1: Lay solid foundation for management and oversight
The Board and senior management have agreed on their respective roles and responsibilities,
and the functions reserved to the Board and to senior management. The Company has in place
a Board Charter which sets out the duties and responsibilities of the Board and clarifies the
respective roles and responsibilities of Board members. The Board has also established
various Board committees, including an Executive Committee, for the purpose of
implementing the Company's corporate governance principles.

(b)

Principle 2: Structure the Board to add value
The Board comprises a majority of independent Directors.
The Board ultimately takes responsibility for considering and reviewing corporate governance
policies.
The composition, function and responsibilities of the Board are set out in the Bye-laws and the
Board Charter and include the following:
(i)

One third of the Board retires and is subject to re-election at each annual general
meeting of the Company.

(ii)

Subsequent or additional Directors are initially appointed by the Board and then are
subject to re-election by Shareholders at the next annual general meeting.

(iii)

The Chairman is to be elected by the Board, and the performance of the Directors is
to be reviewed by the Remuneration and Performance Committee on an ongoing
basis.

(iv)

The Board monitors the strategic objectives of the Company, and performance in
the achievement of these objectives.

(v)

The Board approves budgets and monitors financial objectives and performance in
achieving the budgets.

(vi)

The Board reviews and ratifies risk management strategies to ensure that all major
business risks are identified and effectively managed.

(vii)

The Board is responsible for overseeing effective internal control systems.

(viii)

The Board schedules meetings on a regular basis, and other meetings as, and when,
required.
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(ix)

Directors have the right, in connection with their duties and responsibilities as
directors, to delegate any of their powers and discretions to committees responsible
to the Board. To this end, the Board has established the following committees:
A.

Executive Committee;

B.

Remuneration and Performance Committee;

C.

Audit Committee;

D.

Risk Management Committee;

E.

Nomination Committee; and

F.

Health, Safety, Environment and Sustainability Committee.

Committee charters and terms of reference have been established to govern each
committee's duties and responsibilities with such charters and terms of reference
being reviewed regularly by the Board.
(x)

Directors have the right, in connection with their duties and responsibilities as
directors, to seek independent professional advice at the Company's expense. Prior
approval of the Chairman is required, which will not be unreasonably withheld.

The Board has determined, given the Company's current strategy, it is not appropriate to
separate the role of the Chairman from the chief executive officer and accordingly, the
Chairman of the Company is not an independent Director. Currently, Mr Luk Kin Peter
Joseph has assumed the role of both Chairman and chief executive officer of the Company. As
the Company's business becomes more diversified, the Board will review the needs of
appointing a suitable candidate to assume the role of the chief executive officer.
The Board has established a Nomination Committee which is responsible for providing advice
and recommendations to the Board regarding:
•

the identification of suitable candidates for nomination to the Board, Board
committees and senior management;

•

succession planning for the Board and senior management;

•

the appointment and re-election of Directors (both executive and non executive);
and

•

ensuring the skills needed are available to the Board to discharge its duties and add
value to the Company.

The Nomination Committee may obtain information from and consult with management and
external advisers, if it considers it is appropriate.
(c)

Principle 3: Promote ethical and responsible decision making
All Directors, senior management and employees are expected to conduct themselves with
integrity, openness, honesty and fairness, and in the best interests of the Company. The Board
has established a Code of Conduct and Ethics to guide all Directors, members of senior
management and employees.
The Board has also established a Securities Trading Policy which extends to all Directors,
members of senior management and all other employees for the purposes of ensuring, amongst
other things, that the personal investments of any employee do not conflict with the interests of
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the Company and other security holders and to preserve market confidence in the integrity of
dealings in the Company's securities.
(d)

Principle 4: Safeguard integrity in financial reporting
The Directors are committed to ensuring the truthful and factual presentation of the Company's
financial position. The Board has established an Audit Committee which comprises 3 nonexecutive Directors and a chairman who is appointed from the independent non-executive
Directors.
The Audit Committee reviews and monitors the Company's financial statements, financial
reporting processes, risk management systems, internal audit, external audit and such other
matters as the Board may request from time to time.

(e)

Principle 5: Make timely and balanced disclosure
The Directors are committed to keeping the market fully informed of material developments to
ensure compliance with the ASX Listing Rules, the HKEx Listing Rules, and the Companies
Act. At each Board meeting, specific consideration is given as to whether any matters should
be disclosed under the Company's continuous disclosure policy.
The Directors have established written policies and procedures to ensure compliance with the
disclosure requirements of the ASX Listing Rules and the HKEx Listing Rules, and to ensure
accountability at a senior management level for that compliance.

(f)

Principle 6: Respect the rights of shareholders
The Directors have established a communications strategy to promote effective
communication with shareholders, and encourage effective participation at general meetings.
As well as ensuring timely and appropriate access to information for all investors via
announcements to the ASX, the Company will also ensure that all relevant documents are
released on the Company's website for the purpose of both stakeholders and shareholders.
Copies of all corporate governance policies, charters and terms of references are also freely
available on the Company's website.
The Communications Strategy and Continuous Disclosure Policy includes a guideline to
notices of meeting, in accordance with the Company's Bye-laws, pursuant to which the
Company is required to give at least 21 days' notice of an annual general meeting or any
special general meeting at which the passing of a special resolution is to be considered and at
least 14 days' notice of all other special general meetings, unless that meeting is a continuation
of a meeting which has previously been adjourned or a shorter notice period is so agreed in
accordance with the Bye-laws. Appendix 14 of the HKEx Listing Rules recommends a
company arrange for the notice to shareholders to be sent in the case of annual general
meetings at least 20 clear Business Days before the meeting and to be sent at least 10 clear
Business Days in the case of all other general meetings. The notice periods in Appendix 14 of
the HKEx Listing Rules have not been adopted as the Directors believe that the notice periods
in the Communications Strategy and Continuous Disclosure Policy and the Bye-laws provide
the Company with more flexibility and are more efficient which is beneficial to Shareholders.

(g)

Principle 7: Recognise and manage risk
The Company has established a Risk Management Committee, an Audit Committee and a
Health, Safety, Environment and Sustainability Committee for the purposes of overseeing,
monitoring and managing all material business risks.
The committees must regularly report to the Board on compliance with any risk, audit and
health, safety, environment and sustainability policies and protocols in place at the time.
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Although the Company is not required to comply with section 295A of the Corporations Act
(being a company incorporated in Bermuda), the Directors require the chief executive officer
and financial controller to state in writing to the Board that:

(h)

(i)

the Company's financial reports present a true and fair view, in all material respects,
of the Company's financial condition and operational results, and are in accordance
with the relevant accounting standards;

(ii)

the above statement is founded on a sound system of risk management and internal
compliance and control which implements the policies established by the Board;
and

(iii)

the Company's risk management and internal control systems are operating
efficiently and effectively in all material respects.

Principle 8: Remunerate fairly and responsibly
The Board has established a Remuneration and Performance Committee comprising a majority
of independent non-executive Directors.
The Remuneration and Performance Committee's duties and responsibilities are set out in the
terms of reference and include:
(i)

evaluating the Board's performance and the performance of individual Directors;
and

(ii)

reviewing and making recommendations to the Board in respect of Director's and
senior management's remuneration.

The terms of reference in respect of the Remuneration and Performance Committee
distinguishes the structure of the non-executive Directors' remuneration from that of executive
Directors and senior executives. The Board is determined to attract and retain high calibre
non-executive directors to work with the Company, and to save the cash output as salary
payment by cash. Accordingly, the structure of the non-executive Directors' remuneration
allows for remuneration in the form of Scheme Options, granted under the Share Option
Scheme, details of which are set out in Section 11.8.
The Remuneration and Performance Committee may obtain information from and consult with
external professional advisers if it considers it is appropriate.
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6.

Risk Factors

6.1

Introduction
There are a number of risks and uncertainties, both specific to the Company and its business,
and of a more general nature to the mining industry and the economic climate, which either
individually or in combination, may adversely affect the future operating and financial
performance or financial position of the Company, its prospects and/or the value of Shares and
the outcome of an investment in the Company.
This Section 6 describes some of the risks and uncertainties associated with an investment in
the Company. Prospective investors should specifically consider the factors contained in this
Section 6 in order to fully appreciate the risks associated with an investment in the Company.
You should carefully consider these factors in light of your personal circumstances and seek
professional advice from your accountant, stockbroker, lawyer or other professional adviser
before deciding whether to invest. However, investors are advised that the list of risks and
uncertainties in this Section 6 might not be exhaustive. Additional risks and uncertainties that
the Company is unaware of, or that it currently does not consider to be material, may also
become important factors that may have an adverse effect on the Company's future financial
performance and financial position.
There can be no guarantee that the Takeover Offers will be successful and therefore no
guarantee that the Combined Group will form. In addition, there can be no guarantee that the
Company will achieve its stated objectives, or that forward looking statements will be realised.
Finally, the price of the Shares may rise or fall and the prices at which the Shares are traded
may be above or below the Offer Price.
Prior to deciding whether to invest in the Company, potential investors should read the entire
Prospectus and, in particular, consider the risk factors that could affect the financial
performance and/or financial position of the Company. A number of operational and financial
assumptions have been used in the preparation of various aspects of this Prospectus and the
occurrence of risk factors might result in the assumptions being wrong or unachievable. This
may impact upon the Company's existing and future operation and the forecasts. Investors
should read these assumptions to understand how the forecasts have been calculated or made,
and how changes in assumptions may influence the forecasts.

6.2

Risks relating to the Company's business
The business activities of the Company are subject to a number of risks and uncertainties that
could affect the Company and the industry in which it operates. These factors may
substantially impact its future financial performance and/or financial position. The Directors
believe that there are a number of specific risks relating to the Company's business that should
be taken into account before investors make an investment decision. These are as follows:
Uncertainty regarding the success of the Takeover Offers
There is a risk that one or both of the Takeover Offers will not be successful and therefore a
risk that the Combined Group will not form. Accordingly, the Company's business could
potentially comprise of the following:
•

the Company's and Brockman Resources' combined businesses; or

•

the Company's and FerrAus' combined business; or

•

the Company's business alone.
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In addition, if Wah Nam Australia was to drop the Minimum Acceptance Condition in either
the Brockman Resources Takeover Offer or the FerrAus Takeover Offer, the Company could
end up holding a minority shareholding in Brockman Resources and/or FerrAus which could
affect the likelihood of the Company's Shares being positively re-rated by the equity capital
markets as well as the level of the Company's participation in the port infrastructure, rail
infrastructure, project financing and marketing of the Projects.
Copper Market and Copper Price
The continuing success of the Damajianshan Mine and, accordingly, the Company's
profitability will depend primarily on the future sales volumes and prices that the Company
obtains for sales of copper.
Prices for copper are subject to fluctuation and are affected by a number of factors which are
beyond the control of the Company. Such factors include, but are not limited to, interest rates,
exchange rates, inflation or deflation, global and regional supply and demand, increased supply
from new projects, expansion of existing operations, or substitution with alternative products
in downstream markets, technological advancements, competitors that supply copper reducing
their prices, and the political and economic conditions of major copper-producing and
consuming countries throughout the world.
Iron Ore Market and Iron Ore Price
If both of the Takeover Offers are successful, the continuing success of the Projects and,
accordingly, the Combined Group's profitability will depend primarily on the future sales
volumes and prices that the Combined Group obtains for sales of iron ore.
Prices for iron ore are subject to fluctuation and are affected by a number of factors which are
beyond the control of the Company. Such factors include, but are not limited to, interest rates,
exchange rates, inflation or deflation, global and regional supply and demand, increased supply
from new projects, expansion of existing operations, or substitution with alternative products
in downstream markets, technological advancements, competitors that supply iron ore
reducing their prices, and the political and economic conditions of major iron ore-producing
and consuming countries throughout the world.
Actual Ore Reserves and Mineral Resources may be lower than current estimates
The Company, Brockman Resources and FerrAus all report Mineral Resources and Ore
Reserves in accordance with the JORC Code. Mineral Resource and Ore Reserve estimates
are subject to independent third party review on at least a one year cycle. The methodology
for estimating mineral reserves may be updated over time and is reliant on certain assumptions
being made. Declared Mineral Resources and Ore Reserves are best estimates that may
change as new information becomes available. Consequently, the Company's, Brockman
Resources' and FerrAus' Mineral Resource and Ore Reserves may be revised up or down.
Actual reserves may not conform to geological, metallurgical or other expectations and the
volume and grade of ore recovered may be below the estimated levels. Reserve data is not
indicative of the future results of operations. If the Company's actual Mineral Resources and
Ore Reserves are less than current estimates, the Company's business, results of operations and
financial condition may be materially and adversely affected. In addition, if the Takeover
Offers are successful and if the Combined Group's actual Mineral Resources and Ore Reserves
are less than current estimates, the Combined Group's business, results of operations and
financial condition may be materially and adversely affected.
Environment and other regulatory requirements
The activities of operators in the copper and iron ore industries are subject to environmental
regulations promulgated by government agencies from time to time. Environmental legislation
generally provides for restrictions and prohibition on spills, releases or emissions of various
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substances produced in association with certain mining industry operations which would result
in environmental pollution. Exploration and mining activities generally require permits from
various governmental authorities and such operations are and will be governed by laws and
regulations regarding prospecting, labour standards, occupational health, waste disposal, toxic
substances, land use, environmental protection, safety and other matters.
There can be no assurance that compliance with these laws and regulations or changes thereto
or the cost of rehabilitation of site operations or the failure to obtain necessary permits,
approvals or prospecting or mining rights or successful challenges to the grant of such permits,
approvals and rights will not adversely affect the results of operations or the financial
condition of the Company and, if both the Takeover Offers are successful, the results of
operations or the financial condition of the Combined Group.
Risks specific to the PRC
In addition to exposure to the risks that are common to mining operators, the Company is also
subject to the political and economic uncertainties associated with operating in the PRC.
Whilst the mining regulatory environment in the PRC is developing, it lacks clarity in a
number of areas and is subject to interpretation, review and amendment.

6.3

Risks Related to the Offer
Volatile market price for Shares
The market price for Shares may be volatile and subject to wide fluctuations in response to
numerous factors, many of which are beyond the Company's control, including the following:
•

if only a small number of Shareholders wish to hold their Shares on the ASX
register the price at which Shares are traded on the ASX may be adversely affected;

•

actual or anticipated fluctuations in the Company's quarterly results of operations;

•

recommendations by securities research analysts;

•

changes in the economic performance or market valuations of other mining
companies;

•

addition or departure of the Company's executive officers and other key personnel;

•

release or expiration of transfer restrictions on Shares;

•

sales or perceived sales of additional Shares;

•

significant acquisitions or business combinations, strategic partnerships, joint
ventures or capital commitments by or involving the Company or its competitors;

•

operating and share price performance of other companies that investors deem
comparable to the Company; and

•

news reports relating to trends, concerns, technological or competitive
developments, regulatory changes and other related issues in the Company's
industry or target markets.

Accordingly, the market price of the Company's Shares may decrease even if the Company's
operating results, underlying asset values or prospects have not changed. Additionally, these
factors, as well as other related factors, may cause decreases in asset values that are deemed to
be other than temporary, which may result in impairment losses. There can be no assurance
that fluctuations in price and volume will not occur.
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6.4

Risks relating to the Takeover Offers and the Combined Group

(a)

Brockman Resources and FerrAus information
The Company has relied on publicly available information released by Brockman Resources
and FerrAus. Any inaccuracy in this information could adversely affect the anticipated results
of the Combined Group. In addition, it is possible that additional risks may exist in relation to
Brockman Resources' and/or FerrAus' businesses which are not known to the Company.

(b)

Uncertainty regarding the level of integration that may be achievable
If both of the Takeover Offers are successful, the Company intends, to the maximum extent
possible, to seek to integrate Brockman Resources' and FerrAus' operations within the
Company so as to maximise operational synergies as well as eliminating a range of duplicated
effort and costs. The extent to which these synergy benefits and cost savings are realisable
depends upon a range of factors including the level of acceptances received under the
Takeover Offers.
There is a risk that the synergies expected to arise from the combination of the Company,
Brockman Resources and FerrAus fail to materialise or take longer than expected to
materialise. The Company may incur greater than anticipated implementation costs during the
integration of the businesses of the Company, Brockman Resources and FerrAus. This may
affect the future earnings performance of the Combined Group.

(c)

Uncertainty in dealing in the Australian Operating Environment
The Company has been operating exclusively in the PRC and Hong Kong since its
incorporation. The operating environment in Australia is significantly different. The
Company may incur greater than anticipated problems in adjusting to the operating
environment in Australia and it may take longer than anticipated to become familiar with the
Australian operating environment. This may affect the future earnings performance of the
Combined Group.

(d)

Financing
The Combined Group will need to raise additional debt or equity funds for the development of
the Projects or for other capital expenditure, further exploration or feasibility studies or
otherwise for the Combined Group's operations. There is no assurance that the Company's
Shareholders will approve the Placement Mandate or the Combined Group will be able to
obtain additional debt or equity funding when required in the future, or that the terms
associated with such funding will be acceptable to the Combined Group. This may have an
adverse effect on the Combined Group's financial results. Further, any equity funding will
have a dilutionary effect on Shareholders' holdings.

(e)

Cash position
Whilst the Combined Group is expected to have greater revenue than the Company as a
standalone entity, it will also have higher overall expenditure levels due to its increased scale,
operations and development and exploration projects. There is no guarantee that the
Combined Group will be able to maintain a sufficient cash balance following the acquisition
by the Company of Brockman Resources and FerrAus.

(f)

Accounting
If both the Takeover Offers are successful, the Combined Group will be required to perform a
fair value assessment of Brockman Resources' and FerrAus' assets and liabilities following the
completion of the Takeover Offers. This assessment may result in increased depreciation and
amortisation charges. These charges may be substantially greater than those that would exist
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in the Company, Brockman Resources and FerrAus as separate businesses. This may reduce
future earnings of the Combined Group.
(g)

Health and safety
The businesses of the Company, Brockman Resources and FerrAus are subject to strict health
and safety laws and regulations. Accordingly, the Combined Group may become liable for
past and current conduct of the Company and, if the Takeover Offers are successful, Brockman
Resources and/or FerrAus which violates such laws and regulations. Penalties for breaching
health and safety laws can be significant and include criminal penalties. Victims of workplace
accidents may also commence civil proceedings against the Combined Group. These events
might not be insured by the Combined Group or may be uninsurable.
In addition, any changes in health and safety laws and regulations may increase compliance
costs for the Combined Group. Such an event would negatively impact the financial results of
the Combined Group.

(h)

Personnel
The Company relies, and if both of the Takeover Offers are successful, the Combined Group
will rely, on certain key employees. There is a risk that the Combined Group may not be able
to retain key technical and managerial personnel from within the Wah Nam International
Group, Brockman Resources and FerrAus following the Takeover Offers. This may have an
adverse impact on both the integration of the acquisition and the longer term performance of
the Combined Group.

(i)

Litigation
If both the Takeover Offers are successful, the Combined Group may be subject to litigation
and other claims based on the conduct of the Company, Brockman Resources or FerrAus that
occurred prior to completion of the Takeover Offers. The Company is not aware of any
current material litigation.

(j)

Insurance
The Combined Group will have various insurances covering its business. However, certain
risks are not covered by insurance due to limitations or exclusions in insurance policies or
because the Combined Group will have decided not to insure against certain risks because of
high premiums or for other reasons. Mining accidents, cave-ins, business interruption,
compensation claims, environmental effects, fires, floods, earthquakes and various other
events may not be adequately covered by insurance. Such events, to the extent not covered by
insurance, could significantly increase the costs of the Combined Group.

(k)

Competition
The Combined Group may be subject to competition from other miners. Competitors include
current miners and future entrants into the market. Other companies may have competitive
advantages such as new technology and new production processes. The Combined Group may
be unable to successfully compete and may suffer material adverse consequences such as loss
of market share and customers and reduction in revenue.

(l)

Counterparty risk
There is a risk that contracts and other arrangements to which the Company, Brockman
Resources or FerrAus are party and obtain a benefit (such as concentrate sales, currency and
metal price hedging agreements) will not be performed by the relevant counterparties if those
counterparties become insolvent or are otherwise unable to perform their obligations.
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(m)

Regulatory approval
The Combined Group's exploration and mining activities are dependent upon the timely
granting of appropriate licenses, permits and regulatory consents which may be granted for a
defined period of time, or may not be granted or may be withdrawn subject to a regulatory
process, or may be subject to statutory restrictions. If both the Takeover Offers are successful,
the Combined Group will require numerous further licenses, permits and regulatory consent
for the conduct of any new mining operations. There can be no assurance that such
authorisations will be granted or renewed (as the case may be) or as to the terms of such grants
or renewals.
In respect of the Damajianshan Mine, the Department of Land and Resources of the Yunnan
Province issued the mining right certificate for the Damajianshan Mine to Luchun Xingtai in
January 2005, which was renewed in 2007 for a period of 5 years. It will expire in September
2012. The Directors have no reason to believe that Luchun Xingtai will not be able to renew
the mining right with the relevant government authority at the appropriate time, however,
renewal cannot be guaranteed. Regulatory bodies in the PRC do not set guidelines or offer
guidance on their criteria for renewal and, therefore, there can be no certainty that the right
will be renewed.

(n)

Operational risk
The Combined Group may face many operational risks, which include risk related to the
geological structure of the mines and geological disasters that may occur during the mining
process. Additionally, the Combined Group may have to face catastrophic events such as fires,
earthquakes, floods or other natural disasters.

6.5

General risk factors
In addition to the specific business risks above, there are a number of general risks associated
with holding Shares including, but not limited to, the following risks which may impact on the
world economy, the operations or financial performance of the Company or, if both of the
Takeover Offers are successful, the Combined Group, the market for its products or the price
of Shares:
•

changes to government, legislation, regulations and policy, including taxation laws
and policies (and, in particular, the minerals resource rent tax which the Australian
government announced on 2 July 2010 and the introduction of a price on carbon),
accounting laws, policies standards and practices and fiscal, monetary and
regulatory policies;

•

the condition of the Australian and overseas economies (including the aggregate
investment being undertaken and economic output occurring in those economies,
inflation and interest rates and the prices of products which are inputs used in the
operations of the Combined Group);

•

investor sentiment, local and international stock market conditions, adverse industry
publicity and recommendations by brokers and analysts; and

•

global geo-political events, hostilities and acts of terrorism.
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7.

Financial Information

7.1

Introduction
This Section 7 contains a summary of Historical Financial Information for the Wah Nam
International Group and Pro-Forma Financial Information for the Combined Group, reflecting
the aggregated businesses of the Wah Nam International Group, Brockman Resources and
FerrAus upon completion of the Takeover Offers and the Offer (together the Financial
Information).
The Financial Information has been prepared by the Company and adopted by the Directors.
The Directors are responsible for the inclusion of all Financial Information in this Prospectus.
BDO Corporate Finance (WA) Pty Ltd has prepared an Investigating Accountant's Report in
respect of the Historical Financial Information and Pro-Forma Financial Information. A copy
of this report is set out in Section 8.
The Financial Information in this Section 7 should be read in conjunction with the pro-forma
assumptions and adjustments, the summary of significant accounting policies, the risk factors
set out in Section 6 and other information contained within this Prospectus.

7.2

Historical Financial Information

(a)

Introduction
The Historical Financial Information comprises:

(b)

•

the summary historical income statements of the Company for FY2008, FY2009
and FP2010; and

•

the summary historical statements of cash flow of the Company for FY2008,
FY2009 and FP2010.

Basis of preparation and presentation of Historical Financial Information
The Historical Financial Information is based on the audited consolidated financial statements
of the Wah Nam International Group for FY2008 and FY2009 and the unaudited condensed
consolidated financial statements for FP2010.
The Historical Financial Information is presented in an abbreviated format and does not
contain all the disclosures that are usually provided in financial statements prepared in
accordance with the presentation and disclosure requirements of Australian equivalents to
IFRS and the Corporations Act.
Significant accounting policies upon which the Historical Financial Information is based have
been extracted from the audited consolidated financial statements of the Wah Nam
International Group for FY2009 and are included in modified form at Section 7.9. Accounting
policies of the Wah Nam International Group have been updated, where necessary, to reflect
the current circumstances of the business and the significant accounting policies to be adopted
by the Combined Group if the Takeover Offers are successful.
A copy of the unaudited condensed consolidated financial statements of the Wah Nam
International Group for FP2010 is attached at Annexure A to this Prospectus.
The Investigating Accountant's Report in respect of the pro-forma balance sheets is set out in
Section 8.
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7.3

Pro-Forma Financial Information

(a)

Introduction
The Pro-Forma Financial Information as at 30 June 2010 is presented on a pro-forma basis
only and, as a result, it is likely that this information will differ from the actual financial
information for the Combined Group.
The Pro-Forma Financial Information has been prepared under the following scenarios:
•

Upon completion of the Takeover Offers and upon the Offer being oversubscribed,
but neither Brockman Resources nor FerrAus becoming a wholly owned Subsidiary
of the Company;

•

Upon completion of the Takeover Offers and upon the Offer being oversubscribed
and only Brockman Resources becomes a wholly-owned Subsidiary of the
Company;

•

Upon completion of the Takeover Offers and upon the Offer being oversubscribed
and only FerrAus becomes a wholly-owned Subsidiary of the Company.

•

Upon completion of the Takeover Offers and upon the Offer being oversubscribed
and both Brockman Resources and FerrAus become wholly-owned Subsidiaries of
the Company.

The Brockman Resources Takeover Offer and the FerrAus Takeover Offer are not interconditional. As a result, the Pro-Forma Financial Information presents financial information
under the various combinations of the above scenarios.
(b)

Basis of preparation and presentation of Pro-Forma Financial Information
The Pro-Forma Financial Information and notes have been prepared by the Company and
based on the Company's unaudited condensed consolidated financial statements for FP2010
and the audited financial statements of Brockman Resources and FerrAus as at 30 June 2010,
after adjustment for the actual and assumed transactions set out in Section 7.8.
The Pro-Forma Financial Information as at 30 June 2010 has been prepared by the Company in
accordance with HKFRS which is consistent with IFRS.
The Pro-Forma Financial Information is presented in abbreviated form and does not contain all
the disclosures that are usually provided in an annual report in accordance with the
Corporations Act and does not take into account any transactions by the respective companies
subsequent to 30 June 2010, other than as described in Section 7.8. The Pro-Forma Financial
Information has not been audited and may be subject to changes arising from an audit process
if an audit was undertaken.
The Pro-Forma Financial Information presented in this Prospectus is for illustrative purposes
only. It does not in any way suggest the likely financial results or conditions of the Combined
Group in the future should the Offer and the Takeover Offers complete.
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7.4

Summary historical income statements
Set out below are the summary historical income statements for the Company for FY2008,
FY2009 and FP2010.

Continuing operations
Revenue
Direct costs
Gross Profit
Selling and administrative expenses
Other income
Other gains/(losses), net
Excess payment on asset acquisition
Impairment losses
Finance costs
Loss before income tax
Income tax (expense)/credit
Loss for the period/year from continuing
operation
Discontinued operation
Profit for the period/year from
discontinued operation
Loss for the period/year
Other comprehensive income/(loss):
Exchange differences arising on translation
of foreign operations
Change in fair value on available-for-sale
investments, net of tax
Reserve released upon disposal of
subsidiaries
Total comprehensive income/(loss) for
the year
Loss for the period/year attributable to:
Equity holders of the Company
Minority interests
Total comprehensive income/(loss)
attributable to:
Equity holders of the Company
Minority interests
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FP2010
HK$
'000
Unaudited

FY2009
HK$
'000
Audited

FY2008
HK$
'000
Audited

55,189
(45,349)
9,840
(26,377)
295
(210)
(153,000)
(3,286)
(172,738)
(264)
(173,002)

95,374
(84,729)
10,645
(31,618)
300
505
(38,314)
(20,914)
(79,396)
(608)
(80,004)

88,837
(80,384)
8,453
(30,058)
1,561
(14,501)
(167,481)
(118,414)
(15,692)
(336,132)
15,886
(320,246)

-

-

37,784

(173,002)

(80,004)

(282,462)

11,403

(285)

4,165

(35)

133,644

-

-

-

(32,214)

(161,634)

53,355

(310,511)

(157,363)
(15,639)

(78,935)
(1,069)

(296,660)
14,198

(147,045)
(14,589)

54,433
(1,078)

(323,807)
13,296

7.5

Summary historical cash flow statements
Set out below are the summary historical cash flow statements for the Company for FY2008,
FY2009 and FP2010.

Net cash (used in)/generated from
operating activities
Investing activities
Purchase of available-for-sale investments
Purchases of property, plant and
equipment
Proceeds from disposal of properly, plant
and equipment
Proceeds from disposal of financial assets
at fair value through profit or loss
Dividends received from financial assets
at fair value through profit or loss
Interest received
Acquisition of assets
Purchases of financial assets at fair value
through profit or loss
Proceeds from disposal of subsidiaries
Net cash used in investing activities
Financing activities
Proceeds from issuance of ordinary shares
Proceeds from borrowings
Additional finance lease
Repayment of borrowings
Repayment of obligations under finance
leases
Interest paid
Expenses on issuance of ordinary shares
Finance lease charges
Net cash generated from financing
activities
Net (decrease)/increase in cash and cash
equivalents
Cash and cash equivalents at beginning of
year
Effect of foreign exchange rate changes
Cash and cash equivalents at end of
year, represented by
Bank balances and cash
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FP2010
HK$ '000
Unaudited

FY2009
HK$ '000
Audited

FY2008
HK$ '000
Audited

(2,537)

(9,005)

48,924

(380,970)
(8,865)

(129,588)
(10,415)

(16,075)

4

167

326

-

152
28

2,781
825

28
-

21
-

505
(129,286)

(389,803)

(139,635)

(11,865)
5,117
(147,672)

505,950
12,000
1,825
(8,017)

100,350
22,213
1,198
(13,086)

120,000
13,560
407
(11,259)

(1,135)
(600)
(9,444)
(104)
500,475

(2,034)
(1,401)
(1,173)
(228)
105,839

(1,664)
(2,755)
(1,211)
(287)
116,791

108,135

(42,801)

18,043

16,758
(459)

59,757
(198)

40,027
1,687

124,434

16,758

59,757

7.6

Management discussion and analysis of historical financial performance

(a)

General factors affecting the operation results of the Company
The Company's business and results of operations have been, and will continue to be, affected
by a number of important factors, including the following:

(b)

•

Copper market price: The Wah Nam International Group's revenue and results of
the mining business during FY2009 and FP2010 were affected by fluctuations in
the copper price. All of the Company's mining products were sold at the then
market price. The Company did not use any commodity derivative instruments or
futures for speculation or hedging purpose. Management will review market
conditions from time to time to determine the best strategy to deal with fluctuations
in copper prices.

•

Currency exchange rate: The Wah Nam International Group is exposed to
exchange rate risk primarily because its available-for-sale investment is
denominated in Australian dollars. Depreciation in the Australian dollar may
adversely affect the Company's net asset value and earnings when the value of such
investments is converted to HK$s. During FY2009 and FP2010, no financial
instrument was used for hedging purpose.

•

Growth in tourist markets in the PRC: The Wah Nam International Group has
confidence in the long-term PRC market. It will carefully review the market
conditions and relevant policies from time to time and formulate suitable business
strategies for expansion.

Comparison of FY2008; FY2009 and FP2010 income statements
Since 2008, the Company has been re-engineering its business structure and development
strategy. In 2008, the Company disposed of its previous toll road and highway business.
Under the re-engineering exercise, Wah Nam International Group's business has gradually
changed from a toll road and highway business to a mining business. The business reengineering has caused significant fluctuations in the financial performance of the Wah Nam
International Group for the past two and a half years.
Apart from the acquisition of Luchun Xingtai, the Company also acquired Brockman
Resources and FerrAus Shares as strategic investments. As at 30 June 2010, the Company had
total consolidated segment assets of HK$884.9 million in respect of its mining operation.
Six Month Period ended 30 June 2010
Wah Nam Australia acquired a further 9,093,874 Brockman Resources Shares and 30,201,575
FerrAus Shares for a total consideration of approximately A$28.0 million and A$26.2 million
respectively.
An impairment loss on the valuation of the mining right was recorded during the period which
amounted to approximately HK$153 million. An impairment was made to the fair value of the
mine as a result of the adjustment of the long-term copper price projection. Such impairment
loss, however, did not have any impact on the operating cash flow of the Wah Nam
International Group.
In addition, the Company issued 334 million and 185 million new Shares at HK$0.90 and
HK$1.11 per Share, respectively. The net proceeds after deduction of related expenses from
the placement amounted to approximately HK$297 million and HK$199 million respectively,
and was used for investments in mineral-related business and general working capital during
the period.
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Year ended 31 December 2009
The Wah Nam International Group recorded a turnover of HK$14.8 million from its mining
operation but recorded a segment loss of approximately HK$10.8 million. The Directors
believe that the segment loss was mainly due to the relatively low production volume of the
mine as the production plan of the mine was delayed due to further exploration work being
undertaken. The Directors also believe that the production efficiency of the mine will be
improved as production volume increases subject to the exploration results and further
production planning work.
The Company also recorded a significant fair value gain of HK$133.6 million in other
comprehensive income, which was mainly attributable to the investments in, and an increase in
the trading prices of, Brockman Resources Shares, and the appreciation of the Australian dollar
against the Hong Kong dollar during the year.
Year ended 31 December 2008
The Company disposed of its toll road and highway business during the year. Among the total
revenue of HK$142.2 million, approximately 37.54% of the revenue was derived from the
discontinued toll road and highway business. This segment recorded a profit before income
tax of HK$44.95 million for the year. After the disposal, the Company discontinued the entire
toll road and highway business.
The acquisition of the mining business also led to the recognition of a one-off loss of
HK$167.5 million representing the amount of the total consideration for the acquisition in
excess of the fair value of the assets and liabilities acquired.
(c)

Comparison of the cash flow statement between FY2008, FY2009 and FP2010
Cash Flows from Operating Activities
Net cash used in operating activities in FP2010 was HK$2.5 million. This was due to an
increase in exploration activities which were undertaken in the mining operation of the
Company compared with the same period of 2009.
Net cash generated from operating activities in FY2008 was HK$48.9 million whilst net cash
used in operating activities in FY2009 was HK$9 million. The large decrease in net cash
generated from operating activities was principally due to the discontinued toll road operation
and significant once off revenue of HK$48 million generated from Hangzhou City government
compensation in FY2008.
Cash Flows from Investing Activities
Net cash used in investing activities during FP2010 was HK$389.8 million. The increase in
net cash used in investing activities in this period was primarily due to the acquisition of
available-for-sale investments, including Brockman Resources Shares and FerrAus Shares.
Net cash used in investing activities in FY2008 and FY2009 was HK$ 147.7 million and
HK$139.6 million respectively. The net cash used in investing activities in FY2009 was
primarily due to the investment in Brockman Resources and the net cash used in FY2008 was
primarily for the acquisition of the mining right in the PRC in September 2008.
Cash Flows from Financing Activities
Net cash generated from financing activities in FP2010 was HK$500.5 million. The Wah Nam
International Group raised approximately HK$506 million for potential acquisitions or
investment opportunities in mineral related businesses during this period of 2010.

56

Net cash generated from financing activities in FY2008 and FY2009 was HK$116.8 million
and HK$105.8 million respectively. This was principally generated from the proceeds from the
issue of Shares in both years. For FY2008 and FY2009, the Company raised approximately
HK$120 million for general working capital and as part of the consideration of the acquisition
of the mining right in the PRC and HK$100.4 million for potential acquisitions or investment
opportunities in mineral related businesses respectively.

7.7

Pro-forma unaudited consolidated balance sheet as at 30 June 2010

(a)

Upon completion of the Takeover Offers and upon the Offer being oversubscribed, but
neither Brockman Resources nor FerrAus becoming a wholly owned Subsidiary of the
Company;
Wah Nam as at 30
Jun 2010

Subsequent
events

Pro-forma
Adjustments

Pro-forma as at 30
Jun 2010

HK$’000

HK$’000

HK$’000

HK$’000

Non-current assets
Mining right

835,671

-

-

835,671

Property, plant and equipment

83,552

-

-

83,552

Goodwill

11,405

-

-

11,405

Intangible asset

12,018

-

-

12,018

707,689

706,669

-

1,414,358

337

-

-

337

8,997

-

-

8,997

1,659,669

706,669

-

2,366,338

8,590

-

-

8,590

Trade receivables

26,530

-

-

26,530

Other receivables, deposits and prepayments

10,781

-

-

10,781

Available-for-sale investments
Deferred income tax assets
Other non-current assets

Current assets
Inventories

Amount due from a related party

1,783

-

-

1,783

Financial assets at fair value through profit or loss

3,187

-

-

3,187

Restricted cash
Cash and cash equivalents

5,200

-

-

5,200

124,434

9,146

7,730

141,310

180,505

9,146

7,730

197,381

Current liabilities
Trade payables

9,195

-

-

9,195

Other payables and accrued charges

39,542

-

-

39,542

Amounts due to related companies

7,107

-

-

7,107

43,241

-

-

43,241

Bank borrowings due within one year
Obligations under finance leases

Net current assets
Total assets less current liabilities

2,211

-

-

2,211

101,296

-

-

101,296

79,209

9,146

7,730

96,085

1,738,878

715,815

7,730

2,462,423

372,944

17,800

1,500

392,244

Capital and reserves
Share capital
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Reserves

1,184,842

698,015

6,230

1,889,087

Equity attributable to equity holders of the Company

1,557,786

715,815

7,730

2,281,331

80,836

-

-

80,836

1,638,622

715,815

7,730

2,362,167

1,612

-

-

1,612

Minority interest
Total equity

Non-current liabilities
Obligations under finance leases
Amount due to a related party

28,745

-

-

28,745

-

-

-

-

69,422

-

-

69,422

477

-

-

477

100,256

-

-

100,256

1,738,878

715,815

7,730

2,462,423

Convertible notes
Deferred income tax liabilities
Provisions

(b)

Upon completion of the Takeover Offers and upon the Offer being oversubscribed and
only FerrAus becomes a wholly-owned Subsidiary of the Company;
Wah Nam as at
30 Jun 2010

Subsequent
events

Acquisition of
FRS as at 30
Jun 2010

Pro-forma
Adjustments

Pro-forma
Enlarged Group
as at 30 Jun 2010

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

Non-current assets
Mining right

835,671

-

-

-

835,671

83,552

-

15,349

-

98,901

-

-

430,868

-

430,868

Goodwill

11,405

-

-

-

11,405

Intangible asset

12,018

-

-

1,351,670

1,363,688

707,689

706,669

-

(271,395)

1,142,963

337

-

-

-

337

8,997

-

-

-

8,997

1,659,669

706,669

446,217

1,080,275

3,892,830

8,590

-

-

-

8,590

Trade receivables

26,530

-

233

-

26,763

Other receivables, deposits and prepayments

Property, plant and equipment
Exploration and evaluation assets

Available-for-sale investments
Deferred income tax assets
Other non-current assets

Current assets
Inventories

10,781

-

10,907

-

21,688

Amount due from a related party

1,783

-

-

-

1,783

Financial assets at fair value through profit or
loss

3,187

-

-

-

3,187

Restricted cash

5,200

-

-

-

5,200

124,434

9,146

230,974

130

364,684

180,505

9,146

242,114

130

431,895

9,195

-

14,888

-

24,083

Cash and cash equivalents

Current liabilities
Trade payables
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Other payables and accrued charges

39,542

-

11,247

-

50,789

Amounts due to related companies

7,107

-

-

-

7,107

43,241

-

-

-

43,241

2,211

-

-

-

2,211

101,296

-

26,135

-

127,431

79,209

9,146

215,979

130

304,464

1,738,878

715,815

662,196

1,080,405

4,197,294

372,944

17,800

769,047

(664,172)

495,619

Bank borrowings due within one year
Obligations under finance leases

Net current assets
Total assets less current liabilities

Capital and reserves
Share capital
Reserves

1,184,842

698,015

(106,938)

1,744,577

3,520,496

Equity attributable to equity holders of the
Company

1,557,786

715,815

662,109

1,080,405

4,016,115

80,836

-

-

-

80,836

1,638,622

715,815

662,109

1,080,405

4,096,951

Minority interest
Total equity

Non-current liabilities
Obligations under finance leases
Amount due to a related party

1,612

-

-

-

1,612

28,745

-

-

-

28,745

-

-

-

-

-

69,422

-

-

-

69,422

Convertible notes
Deferred income tax liabilities
Provisions

(c)

477

-

87

-

564

100,256

-

87

-

100,343

1,738,878

715,815

662,196

1,080,405

4,197,294

Upon completion of the Takeover Offers and upon the Offer being oversubscribed and
only Brockman Resources becomes a wholly-owned Subsidiary of the Company;
Wah Nam as at
30 Jun 2010

Subsequent
events

Acquisition of
BRM as at 30
Jun 2010

Pro-forma
Adjustments

Pro-forma
Enlarged Group
as at 30 Jun 2010

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

Non-current assets
Mining right

835,671

-

-

-

835,671

Property, plant and equipment

83,552

-

2,528

-

86,080

Goodwill

11,405

-

-

-

11,405

Intangible asset

12,018

-

-

6,419,914

6,431,932

707,689

706,669

-

(1,142,963)

271,395

337

-

-

-

337

8,997

-

2,406

-

11,403

1,659,669

706,669

4,934

5,276,951

7,648,223

8,590

-

-

-

8,590

Trade receivables

26,530

-

-

-

26,530

Other receivables, deposits and prepayments

10,781

-

6,111

-

16,892

Available-for-sale investments
Deferred income tax assets
Other non-current assets

Current assets
Inventories
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Amount due from a related party

1,783

-

-

-

1,783

Financial assets at fair value through profit or
loss

3,187

-

858

-

4,045

Restricted cash

5,200

-

-

-

5,200

124,434

9,146

657,021

(10,670)

779,931

180,505

9,146

663,990

(10,670)

842,971

Cash and cash equivalents

Current liabilities
Trade payables

9,195

-

-

-

9,195

Other payables and accrued charges

39,542

-

31,232

-

70,774

Amounts due to related companies

7,107

-

-

-

7,107

43,241

-

-

-

43,241

2,211

-

-

-

2,211

Bank borrowings due within one year
Obligations under finance leases

101,296

-

31,232

-

132,528

79,209

9,146

632,758

(10,670)

710,443

1,738,878

715,815

637,692

5,266,281

8,358,666

372,944

17,800

1,003,395

(651,028)

743,111

Reserves

1,184,842

698,015

(366,479)

5,917,309

7,433,687

Equity attributable to equity holders of the
Company

1,557,786

715,815

636,916

5,266,281

8,176,798

Net current assets
Total assets less current liabilities

Capital and reserves
Share capital

Minority interest
Total equity

80,836

-

-

-

80,836

1,638,622

715,815

636,916

5,266,281

8,257,634

1,612

-

-

-

1,612

28,745

-

-

-

28,745

-

-

-

-

-

69,422

-

-

-

69,422

477

-

776

-

1,253

100,256

-

776

-

101,032

1,738,878

715,815

637,692

5,266,281

8,358,666

Non-current liabilities
Obligations under finance leases
Amount due to a related party
Convertible notes
Deferred income tax liabilities
Provisions

(d)

Upon completion of the Takeover Offers and upon the Offer being oversubscribed and
both Brockman Resources and FerrAus become wholly-owned Subsidiaries of the
Company;
Wah Nam
as at 30 Jun
2010

Subsequent
events

Acquisition
of BRM as at
30 Jun 2010

Acquisition
of FRS as at
30 Jun 2010

Pro-forma
Adjustments

Pro-forma
Enlarged
Group as at
30 Jun 2010

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

Non-current assets
Mining right
Property, plant and equipment

835,671

-

-

-

-

835,671

83,552

-

2,528

15,349

-

101,429
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Exploration and evaluation assets

-

-

-

430,868

-

430,868

Goodwill

11,405

-

-

-

-

11,405

Intangible asset

12,018

-

-

-

7,771,584

7,783,602

707,689

706,669

-

-

(1,414,358)

-

Available-for-sale investments
Deferred income tax assets
Other non-current assets

337

-

-

-

-

337

8,997

-

2,406

-

-

11,403

1,659,669

706,669

4,934

446,217

6,357,226

9,174,715

8,590

-

-

-

-

8,590

Current assets
Inventories
Trade receivables

26,530

-

-

233

-

26,763

Other receivables, deposits and
prepayments
Amount due from a related party

10,781

-

6,111

10,907

-

27,799

1,783

-

-

-

-

1,783

Financial assets at fair value through
profit or loss

3,187

-

858

-

-

4,045

Restricted cash

5,200

-

-

-

-

5,200

124,434

9,146

657,021

230,974

(18,270)

1,003,305

180,505

9,146

663,990

242,114

(18,270)

1,077,485

9,195

-

-

14,888

-

24,083

Other payables and accrued charges

39,542

-

31,232

11,247

-

82,021

Amounts due to related Companies

7,107

-

-

-

-

7,107

43,241

-

-

-

-

43,241

2,211

-

-

-

-

2,211

101,296

-

31,232

26,135

-

158,663

79,209

9,146

632,758

215,979

(18,270)

918,822

1,738,878

715,815

637,692

662,196

6,338,956

10,093,537

Cash and cash equivalents

Current liabilities
Trade payables

Bank borrowings due within one year
Obligations under finance leases

Net current assets
Total assets less current liabilities

Capital and reserves
Share capital

372,944

17,800

1,003,395

769,047

(1,316,700)

846,486

Reserves

1,184,842

698,015

(366,479)

(106,938)

7,655,656

9,065,096

Equity attributable to equity holders
of the Company

1,557,786

715,815

636,916

662,109

6,338,956

9,911,582

80,836

-

-

-

-

80,836

1,638,622

715,815

636,916

662,109

6,338,956

9,992,418

Minority interest
Total equity

Non-current liabilities
Obligations under finance leases
Amount due to a related party
Convertible notes
Deferred income tax liabilities
Provisions

1,612

-

-

-

-

1,612

28,745

-

-

-

-

28,745

-

-

-

-

-

-

69,422

-

-

-

-

69,422

477

-

776

87

-

1,340

100,256

-

776

87

-

101,119

1,738,878

715,815

637,692

662,196

6,338,956

10,093,537
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7.8

Pro-forma assumptions and adjustments
The pro-forma balance sheets post issue under the various scenarios are set out in Section 7.7.
These have been prepared based on the Company's unaudited and Brockman Resources' and
FerrAus' audited financial statements as at 30 June 2010 and the transaction events relating to
the issue of Shares pursuant to the Offer and the Takeover Offers.
The following assumptions have been made in preparing the pro-forma balance sheets:
•

an exchange rate of HK$7.80 to A$1.00;

•

the value of a Share being HK$1.69;

•

the issue of 15 million Offer Shares pursuant to the Offer at an issue price of
A$0.20, raising A$3 million before costs;

•

the issue of 30 Shares for each Brockman Resources Share held pursuant to the
Brockman Resources Takeover Offer;

•

the issue of 6 Shares for each FerrAus Share held pursuant to the FerrAus Takeover
Offer;

•

costs associated with the issue of Shares:
•

assuming the Offer is oversubscribed and both the Takeover Offers are
successful, of HK$40.5 million;

•

assuming the Offer is oversubscribed and the Brockman Resources
Takeover Offer is successful, of HK$32.9 million;

•

assuming the Offer is oversubscribed and the FerrAus Takeover Offer is
successful, of HK$22.1 million; and

•

assuming the Offer is oversubscribed and neither the Takeover Offers
are successful, of HK$14.5 million;

•

the accounting policies adopted by each company have been applied. Following the
Takeover Offers, the Company will apply consistent policies across the Combined
Group; and

•

the balance sheets of Brockman Resources and FerrAus are based on the latest
audited financial statements as at 30 June 2010, updated for any significant
subsequent events obtained from publicly available information.

An intangible asset has been recognised for the excess of the purchase consideration over the
net assets of FerrAus and Brockman Resources. Upon control being achieved, a fair value
exercise will be conducted whereby this amount will be allocated to the fair value of the assets
or to goodwill. It is assumed that this amount is not impaired. Following the fair value
assessment once control is gained a deferred tax liability may be recognised, the quantum of
this cannot be determined prior to control being obtained.
Adjustment has also been made for the following subsequent events:
•

on 17 September 2010, the Company raised approximately HK$204.7 million by
the issue of 178 million Shares.
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•

subsequent to 30 June 2010, the Company acquired 4,513,900 Brockman Resources
Shares for approximately A$17.25 million;

•

subsequent to 30 June 2010, the Company acquired 10,732,825 FerrAus Shares for
approximately A$8.81 million; and

•

a fair value gain of approximately HK$515 million on financial instruments
classified as available-for-sale, being the Company's shareholding in Brockman
Resources and FerrAus.

7.9

Summary of critical accounting policies

(a)

Basis of preparation
The consolidated financial statements have been prepared in accordance with the recognition
and measurement, but not all of the disclosure requirements, of the HKFRS issued by the Hong
Kong Institute of Certified Public Accountants. They have been prepared under the historical
cost convention, as modified by the revaluation of 'available-for-sale' investment and financial
assets and financial liabilities at 'fair value through profit or loss'. These are consistent with
IFRS unless stated otherwise.

(b)

Consolidation
The consolidated financial statements include the financial statements of the Company and all
entities controlled by the Company (Subsidiaries). Control exists when the Wah Nam
International Group has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights. The existence and
effect of potential voting rights that are currently exercisable or convertible are considered
when assessing whether the Wah Nam International Group controls another entity.
Subsidiaries are fully consolidated from the date on which control is transferred to the Wah
Nam International Group. They are de-consolidated from the date that control ceases.
The Wah Nam International Group operates its limousine rental business in the PRC through
PRC domestic companies whose equity interests are held by certain citizens of China (the
Registered Shareholders). The paid-in capital of these companies was funded by the Wah
Nam International Group through loans extended to the Registered Shareholders. The Wah
Nam International Group has entered into certain business cooperation agreements with the
Registered Shareholders, which make it obligatory for the Wah Nam International Group to
absorb a substantial majority of the risk of losses from their activities and entitle the Wah Nam
International Group to receive a substantial majority of their residual returns. In addition, the
Wah Nam International Group has entered into loan agreements with the Registered
Shareholders for them to contribute paid-in capital to the domestic companies for the Wah
Nam International Group to acquire the equity in the PRC domestic companies subject to
compliance with PRC laws. Based on these contractual agreements, the Wah Nam
International Group believes that, notwithstanding the lack of equity ownership, the
contractual arrangements described above give the Wah Nam International Group control over
the PRC domestic companies in substance. Accordingly, the financial position and operating
results of these entities are included in the Wah Nam International Group's consolidated
financial statements.
Inter-company transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated. Accounting policies of
Subsidiaries have been changed where necessary in the consolidated financial statements to
ensure consistency with the policies adopted by the Wah Nam International Group. Minority
interests in the net assets of consolidated Subsidiaries are presented separately from the Wah
Nam International Group's equity therein. Minority interests in the net assets consist of the
amount of those interests at the date of the original business combination and the minority's
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share of changes in equity since the date of the combination. Losses applicable to the minority
in excess of the minority's interest in the Subsidiary's equity are allocated against the interests
of the Wah Nam International Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover the losses.
In the Company's balance sheet the investments in Subsidiaries are stated at cost less provision
for impairment losses. The results of Subsidiaries are accounted for by the Company on the
basis of dividends received and receivable.
(c)

Business combinations
The acquisition of businesses (other than the business combination under common control) is
accounted for using the purchase method. The cost of the acquisition is measured at the
aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the Wah Nam International Group in exchange for
control of the acquiree, plus any costs directly attributable to the business combination. The
acquiree's identifiable assets, liabilities and contingent liabilities that meet the conditions for
recognition under HKFRS 3 Business Combinations are recognised at their fair values at the
acquisition date.

(d)

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

(e)

Foreign currency translation
Functional and presentation currency
Items included in the financial statements of each of the Wah Nam International Group's
entities are measured using the currency of the primary economic environment in which the
entity operates (the Functional Currency). The consolidated financial statements are presented
in Hong Kong dollars, which is the Company's Functional Currency and the Wah Nam
International Group's presentation currency.
Transactions and balances
Foreign currency transactions are translated into the Functional Currency using the exchange
rates prevailing at the dates of the transactions or valuation where items are re-measured.
Foreign exchange gains and losses resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in the consolidated statement of comprehensive income.
Foreign exchange gains and losses that relate to cash and cash equivalents are presented in the
statement of comprehensive income within 'selling and administrative expenses'. All other
foreign exchange gains and losses are also presented in the statement of comprehensive
income within 'selling and administrative expenses'.
Translation differences on non-monetary financial assets such as equities classified as
'available-for-sale' are included in the 'available-for-sale' investment reserve in equity.
Group companies
The results and financial position of all the Wah Nam International Group entities (none of
which has the currency of a hyperinflationary economy) that have a Functional Currency
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different from the presentation currency are translated into the presentation currency as
follows:
•

assets and liabilities for each balance sheet presented are translated at the closing
rate at the date of that balance sheet;

•

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

•

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

On consolidation, exchange differences arising from the translation of the net investment in
foreign operations, and of borrowings, are taken to shareholders' equity. When a foreign
operation is partially disposed of or sold, exchange differences that were recorded in equity are
recognised in the consolidated statement of comprehensive income as part of the gain or loss
on sale.
Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entity and translated at the closing rate.
(f)

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable and
represents amounts receivable for services provided in the normal course of business, net of
discounts. Limousine rental services income and airport shuttle bus services income are
recognised when the related services are provided. Revenue from sales of goods is recognised
when goods are delivered and title has passed.

(g)

Mining right
The mining right is recognised as an intangible asset and stated in the balance sheet at cost less
subsequent accumulated amortisation and accumulated impairment losses, if any. The mining
right is amortised using the units of production method based on the proven and probable
mineral reserves.

(h)

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are identified and recognised separately
from goodwill where they satisfy the definition of an intangible asset and their fair values can
be measured reliably. The cost of such intangible assets is their fair value at the acquisition
date.
Subsequent to initial recognition, intangible assets with finite useful lives are carried at costs
less accumulated amortisation and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided on a straight-line basis over their estimated
useful lives.

(i)

Property, plant and equipment
Property, plant and equipment including buildings held for use in the production or supply of
goods or services, or for administrative purposes, other than construction in progress, are
stated at historical cost less subsequent accumulated depreciation and accumulated impairment
losses, if any. Historical cost includes expenditure that is directly attributable to the
acquisition of the items.
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Depreciation is provided to write off the cost of items of property, plant and equipment over
their estimated useful lives and after taking account of their estimated residual value, using the
straight-line method. The assets' residual value and useful lives are reviewed, and adjusted if
appropriate, at each balance sheet date.
(j)

Impairment of investments in Subsidiaries and non-financial assets
Assets that have an indefinite useful life, for example goodwill, are not subject to amortisation
and are tested annually for impairment. Assets are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the asset's carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to
sell and 'value in use'. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash flows (Cash-Generating Units).
Non-financial assets other than goodwill that suffered impairment are reviewed for possible
reversal of the impairment at each reporting date.

(k)

Current and deferred income tax
The tax expense for the period comprises current and deferred tax. Tax is recognised in the
income statement, except to the extent that it relates to items recognised directly in other
comprehensive income or directly in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity respectively.
The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the balance sheet date in the countries where the Company and its
Subsidiaries operate and generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which applicable tax regulation is
subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.
Deferred income tax is recognised, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, the deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction other than a business combination that
at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and laws) that have been enacted or substantively
enacted by the balance sheet date and are expected to apply when the related deferred tax asset
is realised or the deferred income tax liability is settled.
Deferred income tax assets are recognised only to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilised.
Deferred income tax is provided on temporary differences arising on investments in
Subsidiaries, except where the timing of the reversal of the temporary difference is controlled
by the Wah Nam International Group and it is probable that the temporary difference will not
reverse in the foreseeable future.
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when the deferred income taxes
assets and liabilities relate to income taxes levied by the same taxation authority on either the
taxable entity or different taxable entities where there is an intention to settle the balances on a
net basis.

(l)

Financial assets
The Wah Nam International Group classifies its financial assets in the following categories:
'available-for-sale', at 'fair value through profit or loss' and 'loans and receivables'. The
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classification depends on the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets at initial recognition.
Financial assets at 'fair value through profit or loss'
Financial assets at 'fair value through profit or loss' are financial assets held for trading. A
financial asset is classified in this category if acquired principally for the purpose of selling in
the short term. Assets in this category are classified as current assets.
'Loans and receivables'
'Loans and receivables' are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They are included in current assets, except for
maturities greater than 12 months after the balance sheet date. These are classified as noncurrent assets. The Wah Nam International Group's 'loans and receivables' comprise 'trade and
other receivables', 'amount due from a related party' and 'cash and cash equivalents' in the
balance sheet
'Available-for-sale' financial assets
'Available-for-sale' financial assets are non-derivatives that are either designated in this
category or not classified as financial assets at 'fair value through profit or loss', 'loans and
receivables' or held-to-maturity investment. They are included in non-current assets unless the
investment matures or management intends to dispose of it within 12 months of the end of the
reporting period.
'Available-for-sale' financial assets are measured at fair value at the end of each reporting
period. Changes in fair value are recognised in other comprehensive income and accumulated
in 'available-for-sale' investment reserve, until the financial asset is disposed of or is
determined to be impaired, at which time, the cumulative gain or loss previously accumulated
in the 'available-for-sale' investment reserve is reclassified to profit or loss.
Regular way purchases and sales of financial assets are recognised on the trade-date - the date
on which the Wah Nam International Group commits to purchase or sell the asset.
Investments are initially recognised at fair value plus transaction costs for all financial assets
not carried at 'fair value through profit or loss'. Financial assets carried at 'fair value through
profit or loss' are initially recognised at fair value and transaction costs are expensed in the
consolidated statement of comprehensive income. Financial assets are derecognised when the
rights to receive cash flows from the investments have expired or have been transferred and the
Wah Nam International Group has transferred substantially all risks and rewards of ownership.
'Available-for-sale' financial assets and 'financial assets at 'fair value through profit or loss' are
subsequently carried at fair value. 'Loans and receivables' are subsequently carried at
amortised cost using the effective interest method.
Gains or losses arising from changes in the fair value of the financial assets at 'fair value
through profit or loss' category are presented in the consolidated statement of comprehensive
income within 'other gains/(losses), net', in the period in which they arise. Dividend income
from financial assets at 'fair value through profit or loss' is recognised in the consolidated
statement of comprehensive income as part of other income when the Wah Nam International
Group's right to receive payments is established.
Translation differences on non-monetary securities are recognised in other comprehensive
income. Changes in fair value of non-monetary securities classified as 'available-for-sale' are
recognised in other comprehensive income.
When securities classified as 'available-for-sale' are sold or impaired, the accumulated fair
value adjustments recognised in equity are included in the income as 'gains and losses from
investment securities'.
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Dividends on 'available-for-sale' equity instruments are recognised in the statement of
comprehensive income as part of other income when the Wah Nam International Group's right
to receive payments is established.
(m)

Impairment of financial assets
Assets carried at amortised cost
The Wah Nam International Group assesses at the end of each reporting period whether there
is objective evidence that a financial asset or group of financial assets is impaired. A financial
asset or a group of financial assets is impaired and impairment losses are incurred 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 (a Loss Event) and that Loss Event (or events) has an impact on
the estimated future cash flows of the financial asset or group of financial assets that can be
reliably estimated. The criteria that the Wah Nam International Group uses to determine that
there is objective evidence of an impairment loss include:
•

significant financial difficulty of the issuer or obligor;

•

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

•

the Wah Nam International Group, for economic or legal reasons relating to the
borrower's financial difficulty, granting to the borrower a concession that the lender
would not otherwise consider;

•

it becomes probable that the borrower will enter bankruptcy or other financial
reorganisation;

•

the disappearance of an active market for that financial asset because of financial
difficulties; or

•

observable data indicating that there is a measurable decrease in the estimated
future cash flows from a portfolio of financial assets since the initial recognition of
those assets, although the decrease cannot yet be identified with the individual
financial assets in the portfolio, including:
•

adverse changes in the payment status of borrowers in the portfolio;

•

national or local economic conditions that correlate with defaults on the
assets in the portfolio.

The Wah Nam International Group first assesses whether objective evidence of impairment
exists.
The amount of the loss is measured as the difference between the asset's carrying amount and
the present value of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset's original effective interest rate. The asset's
carrying amount of the asset is reduced and the amount of the loss is recognised in the
consolidated statement of comprehensive income. If a loan has a variable interest rate, the
discount rate for measuring any impairment loss is the current effective interest rate
determined under the contract. As a practical expedient, the Wah Nam International Group
may measure impairment on the basis of an instrument's fair value using an observable market
price.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as an
68

improvement in the debtor's credit rating), the reversal of the previously recognised
impairment loss is recognised in the consolidated statement of comprehensive income.
Assets classified as 'available-for-sale'
The Wah Nam International Group assesses at the end of each reporting period whether there
is objective evidence that a financial asset or a group of financial assets is impaired. In the
case of equity investments classified as 'available-for-sale', a significant or prolonged decline
in the fair value of the security below its cost is also evidence that the assets are impaired. If
any such evidence exists for 'available-for-sale' financial assets, the cumulative loss - measured
as the difference between the acquisition cost and the current fair value, less any impairment
loss on that financial asset previously recognised in profit or loss - is removed from equity and
recognised in the separate consolidated income statement. Impairment losses recognised in the
separate consolidated income statement on equity instruments are not reversed through the
separate consolidated income statement.
(n)

Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings
are subsequently carried at amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in the consolidated statement of
comprehensive income over the period of the borrowings using the effective interest method.
Borrowings are classified as current liabilities unless the Wah Nam International Group has an
unconditional right to defer settlement of the liability for at least 12 months after the balance
sheet date.

(o)

Convertible notes
Convertible notes issued by the Wah Nam International Group that contain both the liability
and conversion option components are classified separately into respective items on initial
recognition. Conversion option that will be settled by the exchange of a fixed amount of cash
or another financial asset for a fixed number of the Company's own equity instruments is
classified as an equity instrument.
On initial recognition, the fair value of the liability component is determined using the
prevailing market interest of similar non-convertible debts. The difference between the gross
proceeds of the issue of the convertible notes and the fair value assigned to the liability
component, representing the conversion option for the holder to convert the loan notes into
equity, is included in equity (Convertible Notes Reserve).
In subsequent periods, the liability component of the convertible notes is carried at amortised
cost using the effective interest method. The equity component, representing the option to
convert the liability component into ordinary shares of the Company, will remain in
Convertible Notes Reserve until the embedded option is exercised, in which case the balance
stated in Convertible Notes Reserve will be transferred to share premium. Where the option
remains unexercised at the expiry date, the balance stated in Convertible Notes Reserve will be
released to the retained profits. No gain or loss is recognised in profit or loss upon conversion
or expiration of the option.

7.10

Critical Accounting Estimates and Judgements
In the application of the Wah Nam International Group's accounting policies, the Directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.
(a)

Impairment of goodwill
Determining whether goodwill is impaired requires an estimation of the value in use of the
Cash-Generating Units to which goodwill has been allocated. The 'value in use' calculation
requires the Wah Nam International Group to estimate the future cash flows expected to arise
from the Cash-Generating Unit and a suitable discount rate in order to calculate the present
value. Where the actual future cash flows are less than expected, a material impairment loss
may arise.

(b)

Impairment of intangible asset
Determining whether intangible asset is impaired requires an estimation of the 'value in use' of
the Cash-Generating Units to which intangible asset has been allocated. The 'value in use'
calculation requires the Wah Nam International Group to estimate the future cash flows
expected to arise from the Cash-Generating Unit and a suitable discount rate in order to
calculate the present value. Where the actual future cash flows are less than expected, a
material impairment loss may arise.

(c)

Expected useful life of intangible asset
The Wah Nam International Group amortises its intangible asset on a straight line basis over
its estimated useful life of 10 years commencing from the date of acquisition of subsidiaries.
The estimated useful life reflects the Directors' estimate of the periods that the Wah Nam
International Group intends to derive future economic benefits from the use of the intangible
asset. The Wah Nam International Group re-assesses the useful life of the intangible asset on a
regular basis and if the expectation differs from the original estimate, such difference will
impact the amortisation in the year in which such estimate has been changed.
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The Directors
Wah Nam International Holdings Limited
Room 2805, 28/F, West Tower
Shun Tak Centre
168-200 Connaught Road Central
Sheung Wan
Hong Kong

Dear Sirs

INVESTIGATING ACCOUNTANT’S REPORT
1.

Introduction

We have prepared this Investigating Accountant’s Report (“Report”) on historical financial
information of Wah Nam International Holdings Limited (“Wah Nam” or “the Company”) for
inclusion in the Prospectus. Broadly, the Prospectus will offer up to 10 million shares at an
issue price of $0.20 each plus one free attaching option for every one share issued (“the
Offer”).

Under the proposed issue $2 million will be raised before costs. There is provision for the
over subscription of a further 5 million ordinary shares to raise a further $1 million before
costs.

BDO Corporate Finance (WA) Pty Ltd ABN 27 124 031 045 AFS Licence No 316158
BDO is the brand name for the BDO International network and for each of the BDO Member Firms. BDO in Australia is a national association of
separate entities.

Basis of Preparation
This Report has been prepared to provide investors with information on the Statement of
Comprehensive Income, Statement of cash flows and the Balance Sheet and the pro-forma
Balance Sheet as noted in Sections 7.4, 7.5 and 7.7 of the Prospectus.
This Report does not address the rights attaching to the shares to be issued in accordance
with the Prospectus, nor the risks associated with the investment, and has been prepared
based on the complete Offer being achieved. BDO Corporate Finance (WA) Pty Ltd (“BDO”)
has not been requested to consider the prospects for the Company, the shares on offer and
related pricing issues, nor the merits and risks associated with becoming a shareholder and
accordingly has not done so, and does not purport to do so. BDO accordingly takes no
responsibility for these matters or for any matter or omission in the Prospectus, other than
responsibility for this Report. Risk factors are set out in the Prospectus.
Expressions defined in the Prospectus have the same meaning in this Report.

2.

Background

Wah Nam is an investment holding company incorporated in Bermuda which has been listed
on the Hong Kong Stock Exchange since 2002. Wah Nam is involved in a number of activities
including
The exploitation, processing and sales of mineral resources in the People’s Republic
of China (“PRC”);
The provision of limousine rental and airport shuttle bus transportation services in
Hong Kong and the PRC; and
Investments in equity securities.

3.

Scope

You have requested BDO to prepare an Investigating Accountant's Report covering the
following financial information:
the consolidated statement of comprehensive income;
the proforma balance sheet as at 30 June 2010 reflecting the actual position as at that
date, major transactions between that date and the date of our report and the proposed
capital raising under the Prospectus;
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the accounting policies applied by Wah Nam in preparing its financial statements.
The historical financial information set out in the appendices to this Report has been
extracted from the financial statements of the Company for the period ended 30 June 2010.
The Directors are responsible for the preparation of the historical financial information
including determination of the adjustments.
We have conducted our review of the historical financial information in accordance with the
Australian Auditing and Assurance Standard ASRE 2405 “Review of Historical Financial
Information Other than a Financial Report”. We made such inquiries and performed such
procedures as we, in our professional judgment, considered reasonable in the circumstances
including:
a review of work papers, accounting records and other documents pertaining to balances
in existence at 30 June 2010;
a review of the assumptions used to compile the pro-forma Balance Sheet;
a review of the adjustments made to the pro-forma historical financial information;
a comparison of consistency in application of the recognition and measurement principles
in Accounting Standards and other mandatory professional reporting requirements in
Australia, and the accounting policies adopted by the Company disclosed in the
appendices to this Report; and
enquiry of Directors and others.

These procedures do not provide all the evidence that would be required in an audit, thus the
level of assurance provided is less than given in an audit. We have not performed an audit
and, accordingly, we do not express an audit opinion.
Our review was limited primarily to an examination of the historical financial information and
audit files, the pro-forma financial information, analytical review procedures and discussions
with both management and directors. A review of this nature provides less assurance than an
audit and, accordingly, this Report does not express an audit opinion on the historical
information or pro-forma financial information included in this Report or elsewhere in the
Prospectus.
In relation to the information presented in this Report:support by another person, corporation or an unrelated entity has not been assumed;
the amounts shown in respect of assets do not purport to be the amounts that would have
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been realised if the assets were sold at the date of this Report; and
the going concern basis of accounting has been adopted.

4.

Conclusion

Statement on Historical Financial Information
Based on our review, which was not an audit, nothing has come to our attention which would
cause us to believe the historical financial information as set out in section 7 of the
Prospectus/Bidders Statement does not present fairly the financial performance for the
period ended 30 June 2010 or the financial position as at 30 June 2010 in accordance with the
measurement and recognition requirements (but not all of the disclosure requirements) of
applicable Accounting Standards and other mandatory professional reporting requirements in
Australia.
Statement of Pro-forma Financial Information
Based on our review, which was not an audit, nothing has come to our attention which would
cause us to believe the pro-forma financial information does not present fairly the financial
position of the Company as at 30 June 2010, in accordance with the measurement and
recognition requirements (but not all of the disclosure requirements) of applicable Accounting
Standards and other mandatory professional reporting requirements in Australia as if the proforma transactions had occurred on that date.

5.

Subsequent Events

Apart from the matters dealt with in this Report, and having regard to the scope of our
Report, to the best of our knowledge and belief, no other material transactions or events
outside of the ordinary business of the Company have come to our attention that would
require comment on, or adjustment to, the information referred to in our Report or that
would cause such information to be misleading or deceptive other than those detailed below:
Subsequent to 30 June 2010, the Company acquired 4,513,900 Brockman
Resources Shares for approximately $17.25 million.
Subsequent to 30 June 2010, the Company acquired 10,732,825 FerrAus Shares for
approximately $8.81 million.
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on 17 September 2010, the Company raised approximately HK$204.7 million by the
issue of 178 million Shares.
a fair value gain of approximately HK$515 million on financial instruments
classified as available for sale being Wah Nam International’s shareholding in
Brockman Resources and FerrAus.

6.

Assumptions Adopted in Compiling the Pro-forma Balance
Sheet

The pro-forma balance sheets post issue under various scenarios set out in section 7.3 are
shown in section 7.7 and are based on the assumptions in section 7.8. This has been prepared
based on the reviewed financial statements as at 30 June 2010 and the transactions, events
relating to the issue of shares under this Prospectus, assuming oversubscription is acheived
and a placement in Hong Kong, as well as the bids for Brockman Resources Limited and
FerrAus Limited.

7.

Disclosures

BDO Corporate Finance (WA) Pty Ltd is the corporate advisory arm of BDO in Perth.
Neither BDO Corporate Finance (WA) Pty Ltd nor BDO Kendalls, nor any director or executive
or employee thereof, has any financial interest in the outcome of the proposed transaction
except for the normal professional fee due for the preparation of this Report.
Consent to the inclusion of the Investigating Accountant’s Report in the Prospectus in the
form and context in which it appears, has been given. At the date of this Report, this consent
has not been withdrawn.

Yours faithfully
BDO Corporate Finance (WA) Pty Ltd

Sherif Andrawes
Director

Document1

5
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BEHRE DOLBEAR ASIA, INC.

999 Eighteenth Street - Suite 1500, Denver, CO 80202 USA
Telephone +1.303.620.0020 Fax +1.303.620.0024

May 27, 2010
The Board of Directors
Wan Nam International Holdings Limited
Suite 3906 Far Finance Center
16 Harcourt Road
Admiralty, Hong Kong

Re:

Behre Dolbear Project 10-054, Status Update Letter for Wah Nam International’s
Damajianshan Copper-Polymetallic Mine in Luchun County, Yunnan Province of China

Gentlemen,
Behre Dolbear Asia, Inc. (“BDASIA”) conducted an independent technical review and completed an independent
technical report (“ITR”) for the Damajianshan copper-polymetallic mine (the “Damajianshan Mine”) in Luchun
County, Yunnan Province of the People’s Republic of China (“PRC” or “China”) on June 30, 2008 to support the
acquisition of a 90% interest of the Damajianshan Mine by Wah Nam International Holdings Limited (the
“Company”), a company listed on the Stock Exchange of Hong Kong Limited (“SEHK”). The acquisition was
successfully completed in 2008. Now, the Company is planning to make takeover bids for two Australian
companies and to apply to be listed on the Australian Securities Exchange (“ASX”). The ASX has reviewed the
June 30, 2008 BDASIA ITR for the Damajianshan Mine and has informed the Company that the June 30, 2008
BDASIA ITR can be used to support the Company's ASX listing application, provided that a status update letter
from BDASIA for the activities on the Damajianshan Mine since the BDASIA ITR is supplied. This BDASIA
status update letter is provided to the Company for this stated purpose. BDASIA’s Project Manager, Project
Geologist and Competent Person for the June 30, 2008 ITR, Dr. Qingping Deng, Ph.D., CPG, conducted a site visit
to the Damajianshan Mine from March 26 to 27, 2010 and discussed the activities that have been conducted by the
Company since 2008 with the Company’s management and technical staff.
The Damajianshan Mine is a copper-polymetallic underground mining operation with significant copper, arsenic,
lead, and silver mineral resources and ore reserves. The mine was expanding from a production capacity of
approximately 300 tonnes per day (“tpd”) to 1,300 tpd, or 429,000 tonnes per annum (“tpa”) based on a 330 working
days per annum when BDASIA was conducting the independent technical review in early 2008. The operation
would use underground mining and flotation processing methods to produce copper, lead and arsenic concentrates.
Significant amounts of silver would be recovered in both the copper and lead concentrates; however, the mineralized
system was not well defined when BDASIA reviewed the property in 2008 as it consists of higher-grade, structurecontrolled, massive sulfide-quartz veins which are generally a few meters wide and the much-wider, but lowergrade, pervasively silicified and mineralized slates adjacent to the sulfide-quartz veins. The mineral resources and
ore reserves defined in the 2008 BDASIA ITR were generally from the higher-grade zones as only limited samples
were taken from the surrounding lower-grade zones. The lower-grade zones were also of economic interest at the
conditions at that time and could be mined together with the higher-grade zones. If that is proved by systematic
exploration work, the mining method to be utilized and production scale of the mine could be significantly different.
Therefore, BDASIA recommended that the Company conduct additional exploration for the Damajianshan deposit
before resuming expanded mining activities.

The Company took BDASIA’s recommendations and concentrated its effort on exploration since the 2008 BDASIA
review. However, due to the 2008-2009 financial crises, funding was reduced and only limited exploration work
was completed in 2008 and 2009. The Company has recently re-focused on the exploration activities at the
property, but it is expected that it will take at least another two years to complete the exploration work. It should be
noted that the Company’s resampling in the higher-grade zones in the deposit have identified the local presence of
scheelite and molybdenite in the mineralized system. The significance of these newly-identified minerals will also
be determined by the exploration work in the next two years.
In general, no formal mining was conducted at the Damajianshan Mine in 2008 and 2009. Only limited
development ore produced from exploration adits was processed by the mill. The Company’s records show that a
total of 86,468 tonnes (“t”) of ore with an average copper grade of 0.545% were processed and 1,816 t of copper
concentrates with an average copper grade of 23.13% were produced in 2008, resulting in a copper processing
recovery of approximately 89.1%; in 2009, a total of 50,707 t of ore with an average copper grade of 0.77% were
processed and 1,242 t of copper concentrates with an average copper grade of 25.86% were produced, resulting in a
copper processing recovery of approximately 82.3%.
At the 2008 BDASIA review of the Damajianshan Mine, the Company was planning to construct a new tailings
storage facility (“TSF”) in a river valley approximately 1.2 kilometers west of the mill site. This plan was changed
for various reasons, and the company is now actively discussing the selection of a new site at which to construct the
TSF with the local government. The limited tailings produced since 2008 were stored in a small TSF next to the
current mill site. A local businessman has a contract with the Company to purchase all the tailings in the small TSF
for making bricks and other construction materials. As the Company will focus its effort on exploration, the new
TSF construction is not urgently needed at this stage.
Based on BDASIA’s site visit and information review of the Damajianshan Mine, BDASIA believes that no material
changes or upgrades occurred in the mineral resources and ore reserves for the Damajianshan Mine as they were
stated in the June 30, 2008 BDASIA ITR. It is BDASIA’s opinion that the on-going exploration work is likely to
significantly increase the mineral resources and ore reserves on the property.
BDASIA is independent of Wah Nam International and the Damajianshan Mine. Neither BDASIA nor any of its
employees or associates involved in this project holds any share or has any direct or indirect pecuniary or contingent
interests of any kind in Wah Nam International or the Damajianshan Mine. BDASIA is to receive a fee for its
services at its normal commercial rate and customary payment schedules. The payment of our professional fee is
not contingent on the outcome of this status update letter.
Yours faithfully，
BEHRE DOLBEAR ASIA, INC.

Qingping Deng, Ph.D. CPG
President

Status Update Letter for the Damajianshan Copper-Polymetallic Mine
Behre Dolbear Project 10-054
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11.

Additional Information

11.1

Company history and corporate structure
The Company was incorporated in Bermuda and has been listed on the HKEx (Hong Kong
Stock Code 159) since 2002.
For further details, please see Section 1.1.
Set out below is the corporate structure of the Company and its Subsidiaries at the date of this
Prospectus:
Wah Nam International Holdings
Limited
(Bermuda)

100%

100%

Wah Nam International
(HK) Limited
(HK)

100%

Wah Nam Iron Ore
Company Limited
(BVI)

100%

Perryville Group
Limited
(BVI)

Golden Genie Limited
(BVI)

100%

100%
100%

Wah Nam International
Australia Pty Ltd
(Australia)

Airport Shuttle Services
Limited
(HK)

100%

Parklane Limousine
Service Limited
(HK)*

Smart Year
Investments Limited
(BVI)

90%

* Parklane Limousine Service Limited (HK) has a number of wholly owned subsidiaries not shown in this diagram.
** English name is for identification purpose only

11.2

Capital Structure

(a)

Issued securities

Luchun Xingtai Mining
Co. Ltd
(PRC)**

As at the date of this Prospectus, the Company has 3,907,435,485 Shares on issue and
36,000,000 Scheme Options. If the Scheme Options are exercised, the Company's total share
capital would be 3,943,435,485 Shares. Set out below is a table of all the Company's securities
on issue.
Class
Shares
Scheme Options

Number on issue
3,907,435,485

HK$1.164
HK$1.164
HK$1.164
HK$1.24

4,500,000
2,250,000
2,250,000
27,000,000

Vesting date

18 January 2011
18 January 2012
18 January 2013
11 February 2011

Expiry

17 January 2014
17 January 2014
17 January 2014
10 February 2014

As at 9 November 2010, the Company had a market capitalisation of approximately A$814.6
million.
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(b)

Beneficial substantial Shareholders of the Company
The following information is based on information filed with the HKEx by substantial
Shareholders who own a disclosable interest (a beneficial interest of 5% or more) in the
Company under Hong Kong law. The information has been updated to take into account
recent Share issues:
Name
Leading Highway Limited
Shimmer Expert
Investments Limited

11.3

Beneficial
Owner
Cheng Yung Pun
Zhang Li

Shares
Number

Shares
%

440,500,000
279,548,000

11.27
7.15

257,760,000

6.60

Villas Green Investments
Limited

Chong Yee Kwan

Smartpath Investments
Limited
Prideful Future Investments
Limited and Equity Valley
Investments Limited

Tan Lini

204,752,000

5.24

Luk Kin Peter Joseph and
Associates

199,456,276

5.10

Recent performance of Shares
The closing price of Shares on the HKEx on 9 November 2010 (being the last trading day
before the date of this Prospectus) was HK$1.63 per Share.
The highest recorded closing price of Shares on the HKEx in the 4 months before the last
trading day before the date of this Prospectus was HK$1.80 per Share on 12 and 13 October
2010.
The lowest recorded closing price of Shares on the HKEx in the 4 months before the last
trading day before the date of this Prospectus was HK$1.31 per Share on 16 July 2010.
Figure 7 sets out the closing price of Shares on the HKEx over the 12 months to 9 November
2010.
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Figure 7 : 12 Month Share Price Performance
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11.4

Summary of Rights and Liabilities attaching to Shares
The Offer Shares will be issued fully paid and, from the date of their issue, will rank equally
with existing Shares and will have the same rights and liabilities attaching to them.
The rights and liabilities attaching to Shares are set out in the Bye-laws. The following
paragraphs contain a summary of the principal rights and liabilities attaching to the Shares you
will receive. This summary does not purport to be exhaustive or to constitute a definitive
statement of the rights and liabilities of holders of Shares, which can involve complex
questions of law arising from the interaction of the Bye-laws and statutes, common law, the
ASX Listing Rules and the HKEx Listing Rules requirements. Investors who wish to obtain a
definitive assessment of the rights and liabilities which attach to the Shares you will receive
should seek their own advice.

(a)

Voting
At a general meeting of the Company, subject to any special rights, privileges or restrictions as
to voting for the time being attached to any class or classes of the Company's shares, each
Shareholder present in person or by proxy, attorney or representative has one vote on a show
of hands and on a poll, has one vote for each Share held. Resolutions put to the vote at general
meeting shall be decided on a show of hands unless a poll is required under the ASX Listing
Rules or the HKEx Listing Rules or demanded by the Chairman or eligible members in
accordance with the Bye-laws.

(b)

Dividends and reserves
The Company, in general meeting, may from time to time determine that a dividend is payable
and the method of payment (a dividend may be paid to Shareholders or declared on the share
capital of the Company). Dividends may only be paid out of the profits or reserves of the
Company, subject to the Companies Act, and no dividend shall be declared in excess of the
amount recommended by the Board. Interest is not payable by the Company on any dividend.
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(c)

Issue of further securities
Subject to the ASX Listing Rules, the HKEx Listing Rules and the Companies Act, the
Directors may at any time allot or otherwise issue or grant options over Shares on such terms
and subject to such conditions as they think fit, but so that no Shares shall be issued at a
discount to its par value. Subject to the ASX Listing Rules, the HKEx Listing Rules and the
Companies Act, the Directors may also at any time issue warrants conferring the right upon
holders to subscribe to any class of shares or securities in the capital of the Company on such
terms as they think fit.

(d)

Transfer of Shares
A Shareholder may freely transfer any or all of their Shares, subject to the registration of the
transfer not resulting in a contravention of or failure to observe the provisions of the applicable
Bermudan law. The Company has obtained a broad consent from the BMA which gives
permission for the transfer of Shares between non-residents of Bermuda without specific
approval of the BMA so long as the Shares are listed on an "Appointed Stock Exchange"
(which includes the ASX and the HKEx).
Transfers of Shares may be, by a proper transfer, effected in accordance with the ASX
Settlement Operating Rules, by an instrument of transfer in any usual form or in any other
form approved by the Board, the ASX or the HKEx that is otherwise permitted by law. The
Company must not refuse, hinder or obstruct the registration of a transfer of Shares, unless
otherwise permitted or required under the ASX Listing Rules or the HKEx Listing Rules.

(e)

Alteration of capital
Subject to the ASX Listing Rules and the HKEx Listing Rules, except where a special
resolution is specifically required, the Company may from time to time and in accordance with
section 45 of the Companies Act alter the capital of the Company by ordinary resolution by
Shareholders in general meeting.
The Company may, by special resolution, reduce its share capital, any capital redemption
reserve fund or any share premium account or other distributable reserve in any manner
authorised and subject to any conditions prescribed by law.

(f)

Variation of class rights
Subject to the ASX Listing Rules and the HKEx Listing Rules, if at any time the share capital
of the Company is divided into different classes of shares, the rights attached to any class
(unless otherwise provided by the terms of issue of the shares of that class) may not be varied
without the written consent of the holder of 75 per cent of all Shares of that class or a special
resolution being passed by the holders of all Shares of that class at a separate general meeting.
The quorum for a separate general meeting to vary class rights is constituted by two persons
who together hold or represent by proxy not less than one-third in nominal value of the issued
shares in that class.

(g)

General meeting and notices
An annual general meeting shall be held each year. Shareholders must be given at least 21
days' notice.
Special general meetings may be convened by Shareholders holding not less than one tenth of
the paid up capital of the Company, by written requisition to the Directors or the Company
secretary. The Directors may call a special general meeting whenever they think fit.
Shareholders must be given at least 21 days' notice in writing before a general meeting, at
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which it is proposed to pass a special resolution, may be held. Any other special general
meeting shall be called by at least 14 days' notice in writing. Notice must specify the place,
the day and the hour of meeting and, in the case of special business, the general nature of that
business. Notices or any other document to be given to Shareholders may be delivered either:
•

personally or by post; or

•

by advertisement in a newspaper or publication on the Company's website together
with a notice to Shareholders stating that such information is available.

Each Shareholder entitled to vote at a general meeting may vote in person or by proxy
appointed in accordance with the Bye-laws. A Shareholder holding two or more Shares may
appoint more than one proxy to attend on the same occasion. A proxy need not be a member
of the Company. No business may be transacted at any general meeting unless a quorum is
present within 30 minutes after the time appointed for the general meeting. Two Shareholders
present in person, by proxy constitute a quorum at a general meeting.
(h)

Winding up
The Company may only be wound up by the court or be wound up voluntarily by special
resolution. If the Company is wound up, the surplus assets remaining after payment to all
creditors are to be divided among Shareholders in proportion to the capital paid up on the
Shares held by them. The liquidator may however, with the sanction of a special resolution,
divide among the Shareholders in specie or kind, all money and property of the Company
which is to be distributed among Shareholders on a winding up, and may determine how such
division shall be carried out as between the Shareholders or different classes of Shareholders,
but so that no Shareholder shall be compelled to accept any shares or other assets upon which
there is a liability.
Under the Companies Act, the liquidator may also, with the sanction of a special resolution,
vest any part of the assets in trustees upon such trusts for the benefit of Shareholders.

11.5

Terms and conditions of the Options
Set out below are the terms and conditions of the Options.
(a)

Issue price: free, attaching to each Share subscribed for.

(b)

Entitlement: Each Option entitles the Option holder to subscribe for 1 Share at
A$0.20 per Option (Exercise Price) in accordance with these terms.

(c)

Expiry Date: 30 September 2014.

(d)

Time of exercise:
(i)

An Option holder may exercise some or all of the Options at any time
until the Expiry Date.

(ii)

An Option holder may only exercise less than all of the Options held by
that Option holder if the number of Shares to be issued on exercise
would, when aggregated with the number of Shares already registered in
the Option holder's name, be a Marketable Parcel if issued on the day of
exercise.

(iii)

An Option holder may only exercise less than all their Options if the
Option holder exercises their Options in multiples of 1,000, unless the
holding is less than 1,000, in which case all Options must be exercised.
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(e)

Notice of Expiry Date: The Company must give the Option holder a notice of at
least 20 Business Days before the Expiry Date with the information required by the
ASX Listing Rules.

(f)

Transfer: Subject to the Companies Act, the ASX Listing Rules and the HKEx
Listing Rules, the Option holder may transfer some or all of their Options at any
time before the Expiry Date provided the transfer is by a proper ASX Settlement
transfer or any other method permitted by the Companies Act, the ASX Listing
Rules and the HKEx Listing Rules and is approved by the Board.

(g)

Issue of Shares:
(i)

The Company must issue to the Option holder the Shares to be issued on
exercise of an Option within 15 Business Days of the date on which the
notice of exercise in respect of the Option took effect.

(ii)

Subject to the Companies Act, the ASX Listing Rules and the HKEx
Listing Rules, the Company must deliver to the Option holder a holding
statement or certificate (as the case may be) for the Shares issued on
exercise of any Options within 5 Business Days of their issue.

(h)

Ranking: Subject to the Bye-laws, all Shares issued pursuant to the exercise of
Options will rank in all respects (including rights to dividends) equally with the
existing Shares as at the date of issue.

(i)

Participation rights:

(j)

(i)

An Option holder is not entitled to participate in new issues of Shares to
existing Shareholders unless the Option holder exercises that Option and
becomes the holder of Shares on or prior to the record date for the new
issue of Shares and participates as a result of holding Shares.

(ii)

The Company must give the Option holder at least 10 Business Days
prior written notice of the record date for a new issue of Shares and the
proposed terms of the issue.

Adjustments:
(i)

If the Company makes a pro rata issue, the Exercise Price of each Option
will be reduced with the new exercise price of each Option to be
calculated in accordance with the following formula:

NP = OP −

E[ P − ( S + D)]
N +1

where:
NP = the new exercise price of the Option
OP = the old exercise price of the Option
E = the number of Shares into which one Option is exercisable
P = the average market price per Share (weighted by volume) of the
Shares during the 5 trading days ending on the day before the ex rights
date or ex entitlements date
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S = the subscription price for a security to be issued under the pro rata
issue
D = the amount of any dividend due but not yet paid on the existing
Shares (except those securities to be issued under the pro rata issue)
N = the number of existing Shares with rights or entitlements that must
be held to receive a right to one new security under the pro rata issue
No change will be made to the number of Offer Shares to which the
Option holder is entitled.

11.6

(ii)

If the Company makes a bonus issue, the number of Shares issued on
exercise of each Option will be increased by the number of bonus Shares
that the Option holder would have received if the Option had been
exercised prior to the record date for the bonus issue. No change will be
made to the Exercise Price.

(iii)

Any calculation or adjustments which are required to be made under this
paragraph 11.5(j) will be made by the Board and will, in the absence of
manifest error, be final and conclusive and binding on the Company and
the relevant Option holder.

(iv)

The Company must give at least 10 Business Days notice of any change
to the Exercise Price of any Options made in accordance with this
paragraph 11.5(j).

(k)

Reorganisation: If there is a reorganisation (including consolidation, sub-division,
reduction or return) of the share capital of the Company, the rights of Option
holders in respect of any unexercised Options will be changed to the extent
necessary to comply with the ASX Listing Rules and the HKEx Listing Rules
applying to a reorganisation of capital at the time of the reorganisation.

(l)

Notices: Any notices to an Option holder regarding an Option will be sent to the
address of the Option holder in the Australian Share Register.

Rights and Liabilities of Scheme Options
As at the date of this Prospectus, there are a total of 36,000,000 Scheme Options on issue. All
Scheme Options have been issued pursuant to the Share Option Scheme. A summary of the
terms of the Share Option Scheme is set out in Section 11.8.
On 18 January 2010 the Company issued 9,000,000 Scheme Options. The exercise price of
each of these Scheme Options is HK$1.164. Subject to the provisions of the Share Option
Scheme not more than:
•

4,500,000 of these options can be exercised in the period from 18 January 2011
until 17 January 2014;

•

2,250,000 of these options can be exercised in the period from 18 January 2012
until 17 January 2014; and

•

2,250,000 of these options can be exercised in the period from 18 January 2013
until 17 January 2014.

On 11 February 2010, the Company issued 27,000,000 Scheme Options. The exercise price of
each of these Scheme Options is HK$1.24. Subject to the provisions of the Share Option
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Scheme these options can be exercised in the period from 11 February 2011 until 10 February
2014.
All the Scheme Options will lapse if they have not been exercised by the end of their
respective exercise periods.

11.7

Dividend Policy
The Company is yet to declare a dividend payment.
In future, the Board may declare dividends after taking into account, among other factors, the
Company's results, cash flow, financial condition, operating and capital requirements, amount
of distributable reserves, Bye-laws and other rules and regulations.

11.8

Share Option Scheme
The Company adopted the Share Option Scheme on 14 August 2002 pursuant to a written
resolution of its then sole shareholder. The Share Option Scheme is valid and effective for a
period of 10 years from that date unless terminated earlier by the Company in general meeting
or by the Board.
The purpose of the Share Option Scheme is to provide incentives or rewards to selected
participants, including full time employees, executives or officers of the Wah Nam
International Group (including executive and non-executive directors of the Wah Nam
International Group) and any suppliers, consultants, agents or advisers who contribute or have
contributed to the Wah Nam International Group (Eligible Participants), for their contribution
to the Wah Nam International Group.
Under the Share Option Scheme, the Board may grant options to Eligible Participants to
subscribe for Shares. The Board may grant Scheme Options to any Eligible Participants and
set the exercise price, expiry date, a minimum period for which an option must be held before
it can be exercised, performance targets (if any) which must be achieved before it can be
exercised and other conditions applying to the options.
Scheme Options are not, and will not be, listed on the HKEx or the ASX.

(a)

Maximum number of Shares
The total number of Shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme and any other share option
scheme(s) of the Company at any time shall not exceed 30% of the number of Shares on issue
from time to time, provided that once options equivalent to 10% of the issued share capital
have been issued, further shareholder approval is required for each subsequent 10% up to the
30% limit. No Scheme Options shall be granted under any scheme(s) of the Wah Nam
International Group if this will result in the 30% limit being exceeded.

(b)

Maximum number of options to any on individual
The total number of Shares issued and which may be issued upon exercise of the Scheme
Options granted under the Share Option Scheme and any other share option scheme(s) of the
Company (including both exercised and outstanding options) to each Eligible Participant in
any 12-month period up to the date of grant shall not exceed 1% of the Shares on issue as at
the date of grant.
Any further grant of Scheme Options in excess of this 1% limit shall be subject to the issue of
a circular by the Company and the approval of the Shareholders in general meeting with such
Eligible Participant and their Associates abstaining from voting and/or other requirements
prescribed under the HKEx Listing Rules from time to time.
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(c)

Granting options to connected persons
Any grant of options to a chief executive or substantial shareholder of the Company or any of
their respective associates is required to be approved by the independent non-executive
Directors (excluding any independent non-executive Director who is the grantee of the Scheme
Options).
The grant of options to a Related Party is subject to the approval of the Shareholders and
where the Related Party is also a Director or an associate of a Director, the approval of the
independent non-executive Directors (excluding any independent non-executive Director who
is the grantee of the Scheme Options).
In addition, if the Company proposes to grant Scheme Options to a substantial shareholder (as
defined in the HKEx Listing Rules) of the Company or any independent non-executive
Director or their respective associates which will result in the number of Shares issued and to
be issued upon exercise of options granted (including options exercised, cancelled and
outstanding) to such person in the 12-month period up to and including the date of the offer of
such grant:
(i)

representing in aggregate in excess of 0.1% of the Shares on issue on the date of the
offer; and

(ii)

having an aggregate value in excess of HK$5 million, based on the closing price of
the Shares at the date of each offer,

such further grant of Scheme Options will be subject to the issue of a circular by the Company
and the approval of the Shareholders in general meeting on a poll at which all connected
persons (as defined in the HKEx Listing Rules) of the Company shall abstain from voting,
and/or such other requirements prescribed under the HKEx Listing Rules from time to time. A
connected person (as defined in the HKEx Listing Rules) of the Company will be permitted to
vote against the grant only if his intention to do so has been stated in the circular.
(d)

Rights are personal to grantee
A Scheme Option is personal to the grantee and the grantee may not in any way sell, transfer,
charge, mortgage, encumber or create any interest in favour of any third party over or in
relation to any Scheme Option or attempt to do so.
In the event that a grantee ceases to be an Eligible Participant, other than by reason of:
•

death; or

•

termination of employment with the Company or a Subsidiary for certain events set
out in the Share Option Scheme, including termination for just cause,

the options granted under the Share Option Scheme will expire 1 month after such cessation.
In the event of death, options granted under the Share Option Scheme will expire 12 months
from the date of death unless extended by the Board.
In the event that a grantee ceases to be an Eligible Participant by reason of termination of
employment with the Company or a Subsidiary for certain events set out in the Share Option
Scheme, including termination for just cause, the option shall lapse automatically on the date
on which the grantee ceases to be an Eligible Participant.
(e)

Time of exercise of option
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There is no general requirement that a Scheme Option must be held for any minimum period
before it can be exercised but the Board is empowered to impose at its discretion any such
minimum period at the time of grant of any particular Scheme Option.
Upon acceptance of the grant of Scheme Options under the Share Option Scheme, the grantee
shall pay HK$1.00 to the Company by way of consideration for the grant.
(f)

Exercise price
The exercise price of each Scheme Option granted under the Share Option Scheme shall be
such price as the Board in its absolute discretion shall determine, save that such price will not
be less than the highest of:
(i)

the closing price of the Company's Shares as stated in the HKEx's daily quotations
sheet on the date of grant, which must be a Business Day (and for this purpose shall
be taken to be the date of the meeting of the Board at which the Board proposes to
grant the Scheme Options);

(ii)

the average of the closing prices of the Company's Shares as stated in the HKEx's
daily quotations sheet for the 5 Business Days immediately preceding the date of
grant; and

(iii)

the nominal value of a Share.

Shares arising on the exercise of Scheme Options will have the same rights as, and rank
equally with, other Shares.
(g)

Capital restructuring
If there is a capitalisation issue, rights issue, sub-division, consolidation of shares or reduction
of capital of the Company, there will be a corresponding adjustment to the number of Shares
subject to any outstanding Scheme Options and/or the exercise price of each Scheme Option.
If the Company undertakes a rights issue, sub-division, consolidation of shares or reduction of
capital, the adjustments must be made in accordance with the HKEx Listing Rules and the
ASX Listing Rules. These provisions are designed to preserve the Eligible Participant's
proportionate entitlement to Shares on the exercise of Scheme Options.

(h)

Performance target
The Board has the discretion to require a particular grantee to achieve certain performance
targets specified at the time of grant before any option granted under the Share Option Scheme
can be exercised.

(i)

Alteration of Share Option Scheme
The Share Option Scheme may be altered in any respect by resolution of the Board except that:
(i)

any alteration to the advantage of the grantees or the Eligible Participants (as the
case may be) in respect of the matters contained in Rule 17.03 of the HKEx Listing
Rules; and

(ii)

any material alteration to the terms and conditions of the Share Option Scheme or
any change to the terms of Scheme Options granted (except any alterations which
take effect automatically under the terms of the Share Option Scheme),

shall first be approved by the Shareholders in general meeting provided that if the proposed
alteration shall adversely affect a Scheme Option granted or agreed to be granted prior to the
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date of alteration, such alteration shall be further subject to the grantees' approval in
accordance with the terms of the Share Option Scheme.
The amended terms of the Share Option Scheme shall still comply with the Chapter 17 of the
HKEx Listing Rules and any change to the authority of the Board in relation to any alteration
to the terms of the Share Option Scheme must be approved by Shareholders in general
meeting.
(j)

Options on issue
A total of 36,000,000 Scheme Options have been granted under the Share Option Scheme.
Pursuant to a resolution passed by Shareholders on 14 May 2010, the Company is currently
authorised to grant Scheme Options which are exercisable into 354,443,548 Shares (being 10%
of the Shares on issue as at the date of the resolution and approximately 9.1% of the current
issued share capital of the Company.
Subject to the terms of the Share Option Scheme and the HKEx Listing Rules, the Company
may seek further approval from Shareholders after it has used up the above general mandate.

11.9

Escrow arrangements
Shares on issue as at the date of this Prospectus may be subject to the restricted securities
provisions of the ASX Listing Rules. Accordingly, a proportion of such Shares may be
required to be held in escrow for up to 24 months. Holders of restricted securities will be
prohibited for the relevant restriction period from disposing or agreeing to dispose of the
restricted securities, granting or agreeing to grant a security interest over the restricted
securities or doing or omitting to do an act which would have the effect of transferring
effective ownership or control of the restricted securities.
As at the date of this Prospectus, the ASX has not determined which Shares already on issue
will be restricted securities and subject to escrow restrictions. None of the Shares offered
under this Prospectus will be treated as restricted securities and will be freely transferable from
the date of their allotment. Agreements in respect of all such restricted securities will be
entered into in accordance with the ASX Listing Rules and as required by the ASX.

11.10

ASIC exemptions and modifications
This Prospectus includes statements which are made in, or based on statements made in,
documents lodged with ASIC or given to the ASX. The Company received an exemption from
section 716 of the Corporations Act on 10 November 2010. Accordingly, the parties making
those statements are not required to consent to, and have not consented to, inclusion of those
statements in this Prospectus.
In addition, as permitted by ASIC Class Orders 00/193 this Prospectus may include or be
accompanied by certain statements:
•

fairly representing a statement by an official person; or

•

from a public official document or a published book, journal or comparable
publication.

Finally, as permitted by ASIC Class Order 07/428, this Prospectus may include, without the
consent of those persons making such statements:
•

statements from a previous geological report; and
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•

11.11

trading data quoted on the ASX or the HKEx where the trading data is purely
factual information.

ASX Waivers
The Company has applied for a waiver of ASX Listing Rule 1.1 condition 11 to the extent
necessary to permit the Company to have on issue the following securities:

11.12

•

27,000,000 unquoted options exercisable at HK$1.24 on or before 10 February
2014; and

•

9,000,000 unquoted options exercisable at HK$1.164 on or before 17 January 2014.

Interests and benefits of Directors
Other than as set out below or elsewhere in this Prospectus, no Director or proposed Director
holds, at the time of lodgement of this Prospectus with ASIC, or has held in the 2 years before
lodgement of this Prospectus with ASIC, an interest in:
•

the formation or promotion of the Company;

•

property acquired or proposed to be acquired by the Company in connection with its
formation or promotion, or in connection with the offer of Shares under the Offer;
or

•

the Offer.

Other than as disclosed in this Prospectus, no amount (whether in cash, shares or otherwise)
has been paid or agreed to be paid, nor has any benefit been given or agreed to be given to any
Director:

11.13

•

to induce a person to become, or qualify as a Director; or

•

for services provided by a Director in connection with the formation or promotion
of the Company or the Offer.

Directors' interests in Securities
As at 9 November 2010, the Relevant Interests of the Directors in Shares and their interest in
Scheme Options are set out in the table below.
Shares

Scheme
Options

199,456,276

-

Name
Mr Luk Kin Peter Joseph
Mr Chan Kam Kwan Jason

-

1,500,000

Mr Lau Kwok Kuen, Eddie

-

1,000,000

Mr Uwe Henke Von Parpart

-

1,000,000

Mr Yip Kwok Cheung, Danny

-

1,000,000

On completion of the Offer, the Directors will beneficially own, directly or indirectly,
199,456,276 Shares, representing approximately 5.10% of the Shares on issue as at completion
of the Offer.
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11.14

Remuneration of Directors
The Company's Bye-laws provide that the Directors' remuneration must not exceed the
maximum aggregate sum determined by the Company in general meeting. The Company
intends to fix a maximum sum of A$2 million in aggregate for executive Directors and A$1
million in aggregate for non-executive Directors, per annum. This sum will be put to
Shareholders at the special general meeting to be held during the Offer period. Once
approved, this maximum sum cannot be increased without members' approval by ordinary
resolution at a general meeting.

(a)

Remuneration of non-executive Directors
In accordance with the Bye-laws, the non-executive Directors are appointed for a term of 2
years subject to retirement by rotation and re-election at the Annual General Meeting.
Each non-executive Director is entitled to an annual emolument of HK$144,000, subject to
review by the Remuneration and Performance Committee and the Board from time to time. In
consideration for serving on the Board during the 2010 financial year, each non-executive
Director will be compensated as indicated below:
Type of Fee

Amount per
annum
HK($)

Mr Lau Kwok Kuen, Eddie

Emolument

144,000

Mr Uwe Henke Von Parpart

Emolument

144,000

Mr Yip Kwok Cheung, Danny

Emolument

144,000

Director

(b)

Remuneration of executive Directors
On 13 February 2009, the Company entered into a service contract with Luk Kin Peter Joseph
to govern the appointment of Luk Kin Peter Joseph as a Director. Luk Kin Peter Joseph is also
the Chairman.
The appointment of Luk Kin Peter Joseph is not for a specific term and will be subject to
retirement by rotation and re-election at the Annual General Meeting of the Company in
accordance with the Bye-laws. Luk Kin Peter Joseph is appointed at a fixed salary of
HK$1,300,000 annually and his remuneration will be determined by the Remuneration and
Performance Committee and the Board from time to time.
For FY2009, the total remuneration paid to Luk Kin Peter Joseph amounted to approximately
HK$872,000.
On 1 March 2008, the Company entered into a service contract with Chan Kam Kwan, Jason
to govern the appointment of Chan Kam Kwan, Jason as a Director. The appointment of Chan
Kam Kwan, Jason is not for a specific term and is subject to retirement by rotation and reelection at the Annual General Meeting of the Company in accordance with the Bye-laws.
Chan Kam Kwan, Jason is appointed at a fixed salary of HK$50,000 per month and his
remuneration is determined by the Remuneration and Performance Committee and the Board
from time to time.
For FY2009, the total remuneration paid to Chan Kam Kwan, Jason amounted to
approximately HK$600,000.
Under the terms of each of Luk Kin Peter Joseph and Chan Kam Kwan, Jason's employment
agreements:
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11.15

•

the executive Director's appointment will be continuous unless and until terminated
by not less than one month's notice in writing or payment in lieu of notice by either
the executive Director or the Company;

•

the executive Director's appointment shall be subject to the retirement and rotation
provisions of the Bye-laws or any provision of the applicable laws or regulations;

•

the executive Director's office must be vacated if required under the Company's
Bye-laws; and

•

the executive Director's office must be vacated if such executive Director is found
to be incompetent, guilty of gross misconduct and/or any serious or persistent
negligence or misconduct in respect of his role as executive Director.

Hong Kong Exchange Listing Rule Requirements
The transactions under the Offer are conditional on, among other things, shareholder approval
at a general meeting of the Company, voting by poll.
HKEx Listing Rule 13.36(1) provides that, as the Offer Shares and Option Shares will not be
issued under a general mandate pre-approved by Shareholders, the issue of the Offer Shares
and Option Shares to be issued upon exercise of the Offer Options is subject to the consent of
shareholders in a general meeting.

11.16

Interests and fees of experts, advisers and other named persons
Other than as set out below or elsewhere in this Prospectus no:
•

person named in this Prospectus as performing a function in a professional,
advisory or other capacity in connection with the preparation or distribution of this
Prospectus;

•

promoter of the Company; or

•

Australian Financial Service licensee involved in the Offer,

holds at the time of lodgement of this Prospectus with ASIC, or has held in the 2 years before
lodgement of this Prospectus with ASIC, an interest in:
•

the formation or promotion of the Company;

•

property acquired or proposed to be acquired by the Company in connection with its
formation or promotion, or in connection with the Offer; or

•

the Offer, and

no amount (whether in cash, Shares or otherwise) has been paid or agreed to be paid, nor has
any benefit been given or agreed to be given to any such persons for services in connection
with the formation or promotion of the Company or the Offer:
(a)

Capital Investment Partners has agreed to act as Lead Manager to the Offer and as
Australian corporate adviser to the Company and Wah Nam Australia in relation to
the Offer. The Company has paid, or agreed to pay, 5% of the amount raised
pursuant to this Prospectus for these services and will pay a success fee of $50,000
if the Company achieves listing on the ASX;

(b)

OSK Capital Hong Kong Limited has agreed to act as Hong Kong corporate adviser
to the Company and Wah Nam Australia in relation to the Offer. The Company has
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paid, or agreed to pay, approximately HK$218,000 for these services, as at the date
of this Prospectus;

11.17

(c)

Clayton Utz has acted as Australian legal adviser to the Company and Wah Nam
Australia in relation to the Offer and has advised the Company generally in relation
to its admission to the Official List. The Company has paid, or agreed to pay,
approximately A$150,000 for these services, as at the date of this Prospectus.
Further amounts may be paid to Clayton Utz in accordance with its normal time
based charge-out rates;

(d)

Michael Li & Co has acted as Hong Kong legal adviser to the Company and Wah
Nam Australia in relation to the Offer. The Company has paid, or agreed to pay,
approximately HK$50,000 for these services, as at the date of this Prospectus.
Further amounts may be paid to Michael Li & Co in accordance with its normal
time based charge-out rates;

(e)

Guantao Law Firm has acted as PRC legal adviser to the Company in relation to the
Offer. The Company has paid, or agreed to pay, approximately RMB200,000 for
these services, as at the date of this Prospectus;

(f)

Behre Dolbear has prepared the Independent Technical Report dated 30 June 2008
for the inclusion in a Company Circular dated 30 June 2008 and the status update
letter both of which are included in Section 9 of this Prospectus, in Section 10 of the
bidder's statement in respect of the Brockman Resources Takeover Offer and in
Section 10 of the bidder's statement in respect of the FerrAus Takeover Offer. The
Company has paid, or agreed to pay, approximately US$35,000 for the preparation
of the status update letter, as at the date of this Prospectus;

(g)

PricewaterhouseCoopers is the Company's auditor. Fees billed by
PricewaterhouseCoopers to the Company for FY2009 was HK$1,400,000; and

(h)

BDO Corporate Finance (WA) Pty Ltd has prepared the Investigating Accountants
Report included in Section 8 of this Prospectus, in Section 11 of the bidder's
statements in respect of the Brockman Resources Takeover Offer and the FerrAus
Takeover Offer. The Company has paid, or agreed to pay, approximately
A$125,000 for these services, as at the date of this Prospectus.

Expenses of the Offer
The total expenses of the Offer (including the ASX listing fee of approximately A$470,000):
•

assuming the Minimum Subscription level is reached and A$1 million is raised, are
estimated to be approximately A$670,000;

•

assuming the Offer is fully subscribed to raise A$2 million, are estimated to be
approximately A$720,000; and

•

assuming the Offer is oversubscribed to raise A$3 million, are estimated to be
approximately A$770,000.

This includes legal, accounting, independent expert, brokerage, share registrar, and ASIC fees
and the ASX listing fee.
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11.18

Consents and Disclaimers
This Prospectus contains information about Brockman Resources and FerrAus. This
information has been sourced from information released to the ASX, details of which are set
out in Appendix B.
Neither Brockman Resources nor FerrAus has consented to these references being included in,
or referred to, in the form and context in which they are included. Pursuant to an ASIC
exemption received by the Company on 10 November 2010, such consent is not required for
such inclusion.
You may obtain a copy of the announcements (free of charge) from the ASX website at
www.asx.com.au or by contacting Edward King on 08 9421 2111 Monday to Friday between
8.30am and 5.00pm (WST) no later than the Closing date.
(a)

Capital Investment Partners has given and has not, before lodgement of this
Prospectus with ASIC, withdrawn its written consent to be named as Lead Manager
to the Offer and Australian corporate adviser to the Company and Wah Nam
Australia in the form and context in which it is named.

(b)

Behre Dolbear has given and has not, before lodgement of this Prospectus with
ASIC, withdrawn its written consent to be named as the Independent Technical
Adviser to the Company in this Prospectus in the form and context in which it is
named and to the inclusion of its Independent Technical Report and the status
update letter in Section 9 and the inclusion of the mine location map, Table 1 and
Table 2 included in Section 4.1 in the form and context in which they appear.
Behre Dolbear has not otherwise authorised or caused the issue of this Prospectus.

(c)

Clayton Utz has given and has not, before lodgement of this Prospectus with ASIC,
withdrawn its written consent to be named as Australian legal adviser to the
Company and Wah Nam Australia in the form and context in which it is named.

(d)

Michael Li & Co has given and has not, before lodgement of this Prospectus with
ASIC, withdrawn its written consent to be named as Hong Kong legal adviser to the
Company and Wah Nam Australia in the form and context in which it is named.

(e)

OSK Capital Hong Kong Limited has given and has not, before lodgement of this
Prospectus with ASIC, withdrawn its written consent to be named as Hong Kong
corporate adviser to the Company and Wah Nam Australia in the form and context
in which it is named.

(f)

Guantao Law Firm has given and has not, before lodgement of this Prospectus with
ASIC, withdrawn its written consent to be named as PRC legal adviser to the
Company in the form and context which it is named and to inclusion of the
Solicitor's Report included in Section 10, in the form and context in which it is
included.

(g)

PricewaterhouseCoopers gave its consent on 9 November 2010 to the reference to
its name in paragraph 11.16(g) and in the Corporate Directory and has not, before
lodgement of this Prospectus with ASIC, withdrawn its written consent.

(h)

BDO Corporate Finance (WA) Pty Ltd has given and has not, before lodgement of
this Prospectus with ASIC, withdrawn its written consent to be named as
Independent Accountant to the Company and Wah Nam Australia in the form and
context in which it is named and to the inclusion of the Investigating Accountant's
Report in Section 8 in the form and context in which it is included. BDO Corporate
Finance (WA) Pty Ltd has not otherwise authorised or caused the issue of this
Prospectus.
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(i)

Computershare Investor Services Pty Limited has given and has not, before
lodgement of this Prospectus with ASIC, withdrawn its written consent to be named
as the Australian Registrar to the Company in the form and context in which it is
named.

(j)

Tricor Secretaries Limited has given and has not, before lodgement of this
Prospectus with ASIC, withdrawn its written consent to be named as the Hong
Kong Registrar to the Company in the form and context in which it is named.

Subject to the paragraph next following, each person named in this Section 11.18 as having
given its consent to the inclusion of a statement or being named in this Prospectus:
•

does not make, or purport to make, any statement in this Prospectus or any
statement on which a statement in this Prospectus is based, other than a statement
included in this Prospectus with the consent of that person; and

•

to the maximum extent permitted by law, expressly disclaims and takes no
responsibility for any part of this Prospectus, other than a reference to its name and,
in the case of a person referred to above as having given their consent to the
inclusion of a statement, any statement which has been included in this Prospectus
with the consent of that party.

Capital Investment Partners has agreed to certain statements being included in this Prospectus
and has specifically agreed to take responsibility for those statements.
The information in this Prospectus that relates to Mineral Resources and Ore Reserves for the
Damajianshan Mine is based on information compiled by Qingping Deng who is a member of
the American Institute of Professional Geologists, being a Recognised Overseas Professional
Organisation for the purposes of the ASX Listing Rules. At the time of compiling the
information Qingping Deng was a full time employee of Behre Dolbear. Qingping Deng has
sufficient experience which is relevant to the style of mineralisation and type of deposit under
consideration and to the activity which they are undertaking to qualify as a Competent Person
as defined in the JORC Code. Qingping Deng consents to the inclusion in the Prospectus of
the matters based on the information prepared by him, in the form and context in which it
appears.

11.19

Taxation Implications
The following summary, as of the date of this Prospectus, is a summary of the principal
Australian federal income tax considerations generally applicable under Australian tax laws
and practices (the Australian Tax Laws) for Australian tax resident Shareholders who acquire
Shares under this Prospectus and hold their Shares on capital account and who deal at arm's
length with, and are not affiliated with the Company. This summary does not address issues
for non-Australian tax resident Shareholders and those that do not hold their Shares on capital
account, including banks, insurance companies or taxpayers that carry on a business of trading
in shares and these Shareholders should consult their own tax advisers with respect to their
particular circumstances.
This summary is based upon counsel's understanding of the Australian Tax Laws in force as of
the date of this Prospectus. Any changes in the laws or interpretation of tax laws subsequent to
the date of this Prospectus may alter the information below.
This summary is of a general nature only and is not intended to be, nor should it be construed
to be, legal or tax advice to any prospective holder of Shares, and no representations with
respect to the income tax consequences to any prospective holder are made. The precise
implications of ownership or disposal will depend upon each Shareholder's specific
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circumstances. Shareholders should seek professional advice on the taxation implications of
holding or disposing of Shares, taking into account their specific circumstances.
Dividends on Shares
Broadly, dividends paid on Shares may be franked or unfranked. Franked dividends have
franking credits attached. These credits represent underlying Australian corporate tax that has
been paid on the profits distributed. To the extent a dividend is unfranked no franking credits
are attached.
Australian resident Shareholders or complying superannuation entities will include dividends
together with any attached franking credits in their assessable income. A tax offset will be
allowed equal to the amount of franking credits attached to the dividend.
Shareholders who are trustees (other than trustees of complying superannuation entities) or
partnerships should include the franking credit in determining the net income of the trust or
partnership. The relevant beneficiary or partner may be entitled to a tax offset equal to the
beneficiary's or partner's share of the net income of the trust or partnership as the case may be.
The benefit of franking credits can be denied where a Shareholder is not a "qualified person" in
which case the Shareholders will not need to include an amount for the franking credits in their
assessable income and will not be entitled to a tax offset.
Broadly, to be a qualified person, a Shareholder must satisfy the holding period rule and, if
necessary, the related payment rule. Under the holding period rule, the Shareholder must have
held the Shares at risk for 45 days (not counting the day of acquisition or disposal). However,
this rule should not apply to an individual whose tax offset entitlement does not exceed $5,000
in respect of all dividends received during the income year in which the dividend is paid.
Under the related payment rule, a different testing period applies where the Shareholder has
made, or is under obligation to make, a related payment in relation to a dividend. The related
payment rule requires the Shareholder to have held the Shares at risk for a period commencing
on the 45th day before, and ending on the 45th day after, the day the Shares become exdividend.
Individual Shareholders and complying superannuation funds may receive a tax refund if the
franking credits attached to the dividend exceed their tax liability for the income year.
Where the Shareholder is a corporate entity, the Shareholder will not be entitled to a refund for
any franking credits that exceed their tax liability for the income year but may be entitled to a
tax loss in exchange for the excess franking credits and this loss can be carried forward to be
offset against taxable income in a later year. The receipt of a franked dividend will also
generally give rise to a credit in the corporate entity's franking account to the extent the
dividend is franked, except excess credits exchanged for losses.
Shareholders should seek professional advice to determine if these requirements, as they apply
to them, have been satisfied.
Disposal of Shares
Australian resident Shareholders who hold their Shares on capital account will be taxed under
the Australian capital gains tax provisions.
An Australian resident Shareholder will derive a capital gain where the proceeds received on
disposal exceed the cost base of the Share disposed. In the case of an arm's length on-market
sale, the capital proceeds will generally be the cash proceeds from the sale. Any net capital
gain (after recoupment of capital losses) is included in the Shareholder's assessable income.
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Similarly, a Shareholder will make a capital loss on the disposal of a Share where the disposal
proceeds received are less than the reduced cost base of the Share for capital gains tax
purposes. Capital losses can only be used to offset current year capital gains or carried
forward to offset future capital gains.
A capital gains tax discount may apply to reduce the amount of net capital gains that might
otherwise be included in a Shareholder's assessable income.
For Shareholders that are individuals and trustees (other than trustees of complying
superannuation funds) a 50% capital gains tax discount is available if the Shares are held for at
least 12 months. This concession will result in only 50% of the capital gain (after recoupment
of capital losses) being assessable, though the position of a trust may be affected by the rights
and tax status of beneficiaries.
For complying superannuation funds a 331/3% capital gains discount is available if the Shares
are held for at least 12 months. This concession will result in only 662/3% of the capital gain
(after recoupment of capital losses) being assessable.
Tax file numbers
A Shareholder is not required to quote their tax file number (TFN) to the Company. However,
if TFN or exemption details are not provided, Australian tax may be required to be deducted
by the Company from distributions and/or dividends at the maximum marginal tax rate plus
the Medicare levy.
A Shareholder that holds Shares as part of an enterprise may quote their Australian Business
Number instead of their TFN. Non-residents are exempt from this requirement.
Goods and Services Tax
Investors should not be liable for GST in respect of their investment in Shares.
The investors may not be entitled to claim full input tax credits in respect of the GST paid on
costs incurred in connection with their acquisition of the Shares. Separate GST advice should
be sought in this respect.

11.20

Litigation
The Directors are not aware of any litigation, pending or threatened, or other legal proceedings
in relation to the Company.

11.21

Governing law
This Prospectus and the contracts that arise from the acceptance of Applications are governed
by the law applicable in Western Australia and each Applicant submits to the exclusive
jurisdiction of the courts of Western Australia.

11.22

Directors' Statement
The Directors report that, in their opinion, no circumstances have occurred since 30 June 2010
which have materially affected or will materially affect the profitability of the Company or the
value of its assets and liabilities, except as disclosed in this Prospectus.

11.23

Consents to Lodgement
Each of the Directors has given, and has not withdrawn, his consent to the lodgement of this
Prospectus with ASIC.
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12.

Glossary and Interpretation

12.1

Glossary

In this Prospectus the following terms and abbreviations have the following meanings, unless otherwise
stated or unless the context otherwise requires:
A$ means Australian dollar.
ACN means Australian Company Number.
Applicant means a person that makes an Application pursuant to this Prospectus.
Application means an application for Offer Shares and Offer Options under the Offer made by an
Applicant in the manner provided by this Prospectus.
Application Form means the relevant form attached to or accompanying this Prospectus pursuant to
which Applicants apply for Shares.
Application Monies means the monies payable in connection with an Application.
ARBN means Australian Registered Body Number.
ASIC means the Australian Securities & Investments Commission.
ASX means ASX Limited ACN 008 624 691 or the Australian Securities Exchange, as the context
requires.
ASX Listing Rules means the listing rules of the ASX as they apply to the Company from time to time
and as amended, re-enacted, replaced or superseded.
ASX Operating Rules means the operating rules of ASX.
ASX Settlement means ASX Settlement Pty Ltd ACN 008 504 532.
ASX Settlement Operating Rules means the operating rules of ASX Settlement.
Australian Option Register means the option register in Australia, comprising the CHESS Subregister
and the Issuer Sponsored Subregister, which is maintained on behalf of the Company by the Australian
Registrar.
Australian Registrar means Computershare Investor Services Pty Limited ACN 078 279 277.
Australian Share Register means the share register in Australia, comprising the CHESS Subregister and
the Issuer Sponsored Subregister, which is maintained on behalf of the Company by the Australian
Registrar.
Behre Dolbear means Behre Dolbear Asia, Inc.
BHP means BHP Billiton Limited ACN 004 028 077.
BMA means the Bermuda Monetary Authority.
Board means the board of the Company as it is constituted from time to time.
Brockman Resources means Brockman Resources Limited ACN 009 372 150.
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Brockman Resources Share means a fully paid ordinary share in Brockman Resources, and all rights
attaching to that share.
Brockman Resources Takeover Offer means the off-market takeover offer made by the Company to
acquire all of the shares in the capital of Brockman Resources.
Business Day has the meaning given in the HKEx Listing Rules or the ASX Listing Rules, as the case
requires.
Bye-laws means the Bye-laws of the Company as amended from time to time.
Capital Investment Partners means Capital Investment Partners Pty Ltd ACN 110 468 589.
CCASS means the Central Clearing and Settlement System established and operated by the HKSCC.
CCASS Participant means a person admitted to participate in CCASS.
CCASS Rules means the general rules of CCASS and the CCASS operational procedures.
Chairman means the chairman of the Board.
CHESS means the Clearing House Electronic Subregister System, operated in accordance with the
Corporations Act.
Closing Date means 17 December 2010 or such other date, being a date that is not more than 13 months
after the date of this Prospectus, as the Directors determine.
Combined Group means the Wah Nam International Group in circumstances where the Company
acquires all or a majority of the Brockman Resources Shares and all or a majority of the FerrAus Shares
upon completion of the Takeover Offers.
Companies Act means the Companies Act 1981 of Bermuda.
Company means Wah Nam International Holdings Limited ARBN 143 211 867, a company
incorporated in Bermuda and listed on the HKEx (Hong Kong Stock Code: 159).
Competent Person means a person who is a member or fellow of The Australasian Institute of Mining
and Metallurgy, or of the Australian Institute of Geoscientists, or of a Recognised Overseas Professional
Organisation (ROPO). A 'Competent Person' must have a minimum of 5 years' experience which is
relevant to the style of mineralisation and type of deposit under consideration and to the activity which
that person is undertaking (as defined in the JORC Code).
Conditions means the conditions set out in Section 3.6.
Corporations Act means the Australian Corporations Act 2001 (Cth).
Damajianshan Mine means the Damajianshan Copper Polymetallic Mine in Luchun County, Yunnan
Province, PRC.
Director means a director of the Company from time to time.
Enlarged Group means the Wah Nam International Group in circumstances where the Company
acquires all or a majority of the Brockman Resources Shares or all or a majority of the FerrAus Shares
upon completion of the Takeover Offers.
Exposure Period means, in accordance with section 727(3) of the Corporations Act, the period of 7 days
(which may be extended by ASIC to up to 14 days) following lodgement of the Prospectus with ASIC
during which the Company must not accept or process Applications.
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FerrAus means FerrAus Limited ACN 097 422 529.
FerrAus Pilbara Project means the project described in Section 4.7(d).
FerrAus Share means a fully paid ordinary share in FerrAus, and all rights attaching to that share.
FerrAus Takeover Offer means the off-market takeover offer made by the Company to acquire all of
the shares in the capital of FerrAus.
Financial Information means all Historical Financial Information and all Pro-Forma Financial
Information in this Prospectus.
FMG means Fortescue Metals Group Limited ACN 002 594 872.
FP2010 means the financial period beginning on 1 January 2010 and ending on 30 June 2010.
FY2008 means the financial year ended 31 December 2008.
FY2009 means the financial year ended 31 December 2009.
GST means Australian goods and services tax.
Historical Financial Information means the financial information described as Historical Financial
Information in Section 7.2(a).
HK$ means Hong Kong dollar.
HKEx means The Stock Exchange of Hong Kong Limited.
HKEx Listing Rules means the rules governing the listing of securities on the HKEx, as amended from
time to time.
HKFRS means Hong Kong Financial Reporting Standards.
HKSCC means the Hong Kong Securities Clearing Company Limited.
Hong Kong Registrar means Tricor Secretaries Limited.
Hong Kong Share Register means the share register in Hong Kong, which is maintained on behalf of
the Company by the Hong Kong Registrar.
IFRS means International Financial Reporting Standards.
Independent Technical Adviser means Behre Dolbear.
Independent Technical Report means the independent technical report dated 30 June 2008 on the
Damajianshan Mine entitled "Independent Technical Report" prepared by the Independent Technical
Adviser and contained in Section 9.
Indicated Mineral Resource means that part of a mineral resource for which tonnage, densities, shape,
physical characteristics, grade and mineral content can be estimated with a reasonable level of
confidence. It is based on exploration, sampling and testing information gathered through appropriate
techniques from locations such as outcrops, trenches, pits, workings and drill holes. The locations are too
widely or inappropriately spaced to confirm geological and/or grade continuity but are spaced closely
enough for continuity to be assumed.
Investigating Accountant means BDO Corporate Finance (WA) Pty Ltd ACN 124 031 045.
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Investigating Accountant's Report means the report prepared by the Investigating Accountant in respect
of the Historical Financial Information and the Pro-Forma Financial Information and contained in Section
8.
JORC Code means the Australasian Code for Reporting of Exploration Results, Mineral Resources and
Ore Reserves, December 2004.
Lead Manager means Capital Investment Partners.
Marillana Project means the project described in Section 4.6(d).
Marketable Parcel means the meaning in the procedures of the ASX Operating Rules.
Mineral Resource means a concentration or occurrence of material of intrinsic economic interest in or
on the earth's crust in such form, quality and quantity that there are reasonable prospects for eventual
economic extraction. The location, quantity, grade, geological characteristics and continuity of a Mineral
Resource are known, estimated or interpreted from specific geological evidence and knowledge. Mineral
Resources are sub-divided, in order of increasing geological confidence, into inferred, indicated and
measured categories.
Minimum Subscription has the meaning given in Section 3.5.
NWIOA means North West Iron Ore Alliance.
Offer means the offer of Offer Shares and Offer Options being made to investors under this Prospectus.
Offer Options means the 15 million Options that may be issued by the Company pursuant to this
Prospectus as part of the Offer.
Offer Price means A$0.20 per Offer Share.
Offer Shares means the 15 million Shares that may be issued by the Company pursuant to this
Prospectus as part of the Offer.
Official List means the official list of entities that the ASX has admitted and not removed from listing.
Option means an option issued on the terms set out in Section 11.5.
Option Share means a Share issued pursuant to the exercise of an Option.
Ore Reserve means the economically mineable part of a Measured and/or Indicated Mineral Resource. It
includes diluting materials and allowances for losses, which may occur when the material is mined.
Appropriate assessments and studies have been carried out, and include consideration of and modification
by realistically assumed mining, metallurgical, economic, marketing, legal, environmental, social and
governmental factors. These assessments demonstrate at the time of reporting that extraction could
reasonably be justified. Ore Reserves are sub-divided in order of increasing confidence into probable ore
reserves and proved ore reserves.
Placement Mandate has the meaning given in Section 4.9.
Placement Shares means up to 600 million Shares to be issued pursuant to the Placement Mandate.
PRC means The People's Republic of China.
Pro-Forma Financial Information means the financial information described as Pro-Forma Financial
Information in Section 7.3(a).
Projects means the projects described in Sections 4.6(d) and 4.7(d).
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Prospectus means this document and any supplementary or replacement prospectus in relation to this
document.
Related Party has the meaning set out in section 228 of the Corporations Act.
Relevant Interest has the meaning set out in sections 608 and 609 of the Corporations Act.
RMB means renminbi, the currency of PRC
Scheme Option means an option issued on the terms set out in Section 11.5.
SFC means Securities and Futures Commission.
Share means a fully paid ordinary share in the capital of the Company.
Share Option Scheme has the meaning set out in Section 11.8.
Shareholder means a holder of Shares.
Subsidiary has the meaning set out in Division 6 of Part 1.2 of the Corporations Act, except in Section
7.9 where it has the meaning given in paragraph 7.9(b).
Successful Applicant means an Applicant who is issued Offer Shares.
Takeover Offers means the Brockman Resources Takeover Offer and the FerrAus Takeover Offer .
US$ means United States of America dollar.
VALMIN Code means the code for the technical assessment and valuation of mineral and petroleum
assets and securities for independent expert reports.
Wah Nam Australia means Wah Nam International Australia Pty Ltd ACN 134 696 727.
Wah Nam International Group means the Company and each of its Subsidiaries.
WST means Western Standard Time being the local time in Perth, Western Australia.
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Appendix A
The Company's 30 June financial statements
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE
INCOME
For the six months ended 30 June 2010

Six months ended 30 June
2010
HK$’000
(Unaudited)

2009
HK$’000
(Unaudited)

55,189
(45,349)

41,988
(41,710)

9,840

278

6

295
(26,377)
(153,000)
(210)
(3,286)

10,166
(15,059)
—
(126)
(14,940)

7

(172,738)
(264)

(19,681)
165

(173,002)

(19,516)

11,403

(1,182)

(35)

9,882

11,368

8,700

Total comprehensive loss for the period

(161,634)

(10,816)

Loss for the period attributable to:
Equity holders of the Company
Minority interest

(157,363)
(15,639)

(18,902)
(614)

(173,002)

(19,516)

(147,045)
(14,589)

(10,088)
(728)

(161,634)

(10,816)

HK cents
(5.58)
N/A

HK cents
(1.03)
N/A

Note

Revenue
Direct costs

4
8

Gross Profit
Other income
Selling and administrative expenses
Impairment loss
Other losses, net
Finance costs
Loss before income tax
Income tax (expense)/credit

8

Loss for the period
Other comprehensive income:
Exchange differences arising on translation of foreign operations
Change in fair value on available-for-sale investments,
net of tax
Other comprehensive income for the period, net of tax

Total comprehensive loss attributable to:
Equity holders of the Company
Minority interest

Loss per share attributable to the equity holders of the
Company during the period
— Basic
— Diluted

9
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CONDENSED CONSOLIDATED BALANCE SHEET
As at 30 June 2010

30 June
2010
HK$’000
(Unaudited)

31 December
2009
HK$’000
(Audited)

835,671
83,552
11,405
12,018
707,689
337
8,997

980,568
81,726
11,405
12,819
309,929
337
8,900

1,659,669

1,405,684

8,590
26,530
10,781
1,783
3,187
5,200
124,434

4,516
21,456
7,470
1,139
3,397
5,200
16,758

180,505

59,936

9,195
39,542
7,107
43,241
2,211

9,738
44,529
1,363
39,258
1,965

101,296

96,853

79,209

(36,917)

1,738,878

1,368,767

372,944
1,184,842

278,226
844,930

Equity attributable to the equity holders of the Company
Minority interest

1,557,786
80,836

1,123,156
95,425

Total equity

1,638,622

1,218,581

1,612
28,745
—
69,422
477

1,168
21,353
74,119
53,074
472

100,256

150,186

1,738,878

1,368,767

Note
Non-current assets
Mining right
Property, plant and equipment
Goodwill
Intangible asset
Available-for-sale investments
Deferred income tax assets
Other non-current assets

Current assets
Inventories
Trade receivables
Other receivables, deposits and prepayments
Amount due from a related party
Financial assets at fair value through profit or loss
Restricted cash
Cash and cash equivalents

Current liabilities
Trade payables
Other payables and accrued charges
Amounts due to related companies
Bank borrowings due within one year
Obligations under finance leases

10
11
12

13

14
15

Net current assets/(liabilities)
Total assets less current liabilities
Capital and reserves
Share capital
Reserves

Non-current liabilities
Obligations under finance leases
Amount due to a related party
Convertible notes
Deferred income tax liabilities
Provision for restoration costs

17

16
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2010

Attributable to equity holders of the Company
Convertible
notes
reserve
HK$’000

Availablefor-sale
investment
reserve
HK$’000

Translation
reserve
HK$’000

Accumulated
losses
HK$’000

Total
HK$’000

Minority
interest
HK$’000

Total
HK$’000

Share
capital
HK$’000

Share
premium
HK$’000

Statutory
surplus
reserve
HK$’000

151,534

340,473

225

587,450

—

(8,024)

(310,106)

761,552

96,503

858,055

—

—

—

—

—

—

(18,902)

(18,902)

(614)

(19,516)

—

—

—

—

—

(1,068)

—

(1,068)

(114)

(1,182)

—

—

—

—

9,882

—

—

9,882

—

9,882

Total other comprehensive
income for the period

—

—

—

—

9,882

(1,068)

—

8,814

(114)

8,700

Total comprehensive income for
the period

—

—

—

—

9,882

(1,068)

(18,902)

(10,088)

(728)

(10,816)

11,150

89,200

—

—

—

—

—

100,350

—

100,350

Balance as at 1 January 2009
(audited)
Comprehensive income
Loss for the period
Other comprehensive income
Exchange differences arising on
translation of foreign operation
Fair value gain on available-forsale investment

Transactions with equity
holders
Issue of shares (note 17(a))
Transaction costs attributable to
issue of shares (note 17(a))
Issue of shares upon conversion
of convertible notes
(note 16 and note 17(b))

—

(1,173)

—

—

—

—

—

(1,173)

—

(1,173)

86,423

219,826

—

(147,204)

—

—

—

159,045

—

159,045

Total transactions with equity
holders

97,573

307,853

—

(147,204)

—

—

—

258,222

—

258,222

Balance as at 30 June 2009
(unaudited)

249,107

648,326

225

440,246

9,882

(9,092)

(329,008)

1,009,686

95,775

1,105,461
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2010 (Continued)

Attributable to equity holders of the Company
Convertible
notes
reserve
HK$’000

Availablefor-sale
investment
reserve
HK$’000

Share-based
compensation
reserve
HK$’000

Translation
reserve
HK$’000

Accumulated
losses
HK$’000

Total
HK$’000

Minority
interest
HK$’000

Total
HK$’000

Share
capital
HK$’000

Share
premium
HK$’000

Statutory
surplus
reserve
HK$’000

Balance as at 1 January
2010 (audited)

278,226

953,645

633

154,757

133,644

—

(8,300)

(389,449)

1,123,156

95,425

1,218,581

Comprehensive income
Loss for the period

—

—

—

—

—

—

—

(157,363)

(157,363)

(15,639)

(173,002)

—

—

—

—

—

—

10,353

—

10,353

1,050

11,403

—

—

—

—

16,790

—

—

—

16,790

—

16,790

—

—

—

—

(16,825)

—

—

—

(16,825)

—

(16,825)

Total other comprehensive
income for the period

—

—

—

—

(35)

—

10,353

—

10,318

1,050

11,368

Total comprehensive
income for the period

—

—

—

—

(35)

—

10,353

(157,363)

(147,045)

(14,589)

(161,634)

51,900

454,050

—

—

—

—

—

—

505,950

—

505,950

—

(9,444)

—

—

—

—

—

—

(9,444)

—

(9,444)

42,818

188,640

—

(154,757)

—

—

—

—

76,701

—

76,701

—

—

—

—

—

8,468

—

—

8,468

—

8,468

94,718

633,246

—

(154,757)

—

8,468

—

—

581,675

—

581,675

372,944

1,586,891

633

—

133,609

8,468

2,053

(546,812)

1,557,786

80,836

1,638,622

Other comprehensive
income
Exchange differences
arising on translation of
foreign operation
Change in fair value
on available-for-sale
investments (note 12)
Deferred tax on fair value
gain on available-for-sale
investment

Transactions with equity
holders
Issue of shares
(note 17(c) and (d))
Transaction costs
attributable to issue of
shares
(note 17(c) and (d))
Issue of shares upon
conversion of convertible
notes
(note 16 and 17(e))
Share-based compensation
(note 18)
Total transactions with
equity holders
Balance as at 30 June 2010
(unaudited)

The statutory surplus reserve represents general reserve funds appropriated from the profit after tax of a subsidiary established
in the People’s Republic of China (the “PRC”) in accordance with the PRC laws and regulations.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended 30 June 2010

Six months ended 30 June
2010
HK$’000
(Unaudited)

2009
HK$’000
(Unaudited)

(2,537)

(1,238)

(380,970)
(8,865)
4

(126,427)
(2,714)
149

—
28

153
16

(389,803)

(128,823)

Cash flows from financing activities
Proceeds from issuance of ordinary shares
Proceeds from borrowings
Additional finance lease
Expenses on issuance of ordinary shares
Repayment of borrowings
Repayment of obligations under finance leases
Interest paid
Finance lease charges

505,950
12,000
1,825
(9,444)
(8,017)
(1,135)
(600)
(104)

100,350
3,850
1,198
(1,173)
(6,512)
(1,016)
(488)
(115)

Net cash generated from financing activities

500,475

96,094

Net increase/(decrease) in cash and cash equivalents

108,135

(33,967)

Cash and cash equivalents at beginning of the period

16,758

59,757

(459)

18

124,434

25,808

Net cash used in operating activities
Cash flows from investing activities
Purchase of available-for-sale investments
Purchases of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Proceeds from disposal of financial assets at fair value through
profit or loss
Interest received
Net cash used in investing activities

Effects of foreign exchange rate changes
Cash and cash equivalents at end of the period, represented by
Bank balances and cash
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N O T E S T O T H E C O N D E N S E D C O N S O L I D AT E D F I N A N C I A L
INFORMATION
1.

General
Wah Nam International Holdings Limited (the “Company”) is a public limited company incorporated in Bermuda as an
exempted company with limited liability and its shares are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The address of its registered office is Clarendon House, 2 Church Street, Hamilton HM11, Bermuda.
The Company is an investment holding company. The Company and its subsidiaries (together, “the Group”) are mainly
involved in provision of limousine rental and airport shuttle bus services and the exploitation, processing and sales of
mineral ore concentrates.
These condensed consolidated financial information are presented in Hong Kong dollar (“HK$”), unless otherwise stated.
These condensed consolidated financial information have been approved for issue by the Board of Directors on 19
August 2010.

2.

Basis of preparation
The condensed consolidated financial information for the six months ended 30 June 2010 has been prepared in
accordance with Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”). The condensed consolidated interim financial information should
be read in conjunction with the annual financial statements for the year ended 31 December 2009, which have been
prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”).

3.

Principal accounting policies
The condensed consolidated financial statements have been prepared under the historical cost convention, as modified
by the revaluation of available-for-sale investment and financial assets and financial liabilities at fair value through profit
or loss.
Except as described below, the accounting policies applied are consistent with those of the annual financial statements
for the year ended 31 December 2009, as described in those annual financial statements.
New and amended standards adopted by the Group
In the current interim period, the Group has applied, for the first time, a number of new and revised standards,
amendments and interpretations (“new or revised HKFRSs”) issued by the HKICPA, which are effective for the Group’s
financial year beginning on 1 January 2010.
•

HKFRS 3 (Revised) “Business Combinations”. The revised standard continues to apply the acquisition method to
business combinations, with some significant changes. For example, all payments to purchase a business are to
be recorded at fair value at the acquisition date, with contingent payments classified as debt subsequently remeasured through the income statement. There is a choice on an acquisition-by-acquisition basis to measure the
non-controlling interest in the acquiree either at fair value or at the non-controlling interest’s proportionate share
of the acquiree’s net assets. When a business combination achieved in stages, the acquirer should remeasure its
previously held interest in the acquiree at its fair value at the date of control is obtained, recognising a gain/loss
in the income statement. All acquisition-related costs should be expensed.

•

HKAS 27 (Revised), “Consolidated and Separate Financial Statements”. The revised standard requires the effects
of all transactions with non-controlling interests to be recorded in equity if there is no change in control and these
transactions will no longer result in goodwill or gains and losses. The standard also specifies the accounting
when control over a previous subsidiary is not. Any remaining interest in the entity is re-measured to fair value
and a gain or loss is recognised in income statement.
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N O T E S T O T H E C O N D E N S E D C O N S O L I D AT E D F I N A N C I A L
INFORMATION
•

HKFRS 1 (Amendment), “First-time Adoption of HKFRSs”. The amendments address the retrospective application
of HKFRSs to particular situations and aims to ensure that entities applying HKFRSs will not face undue cost or
effort in the transition process.

•

HKFRS 2 (Amendment), “Group Cash-settled Share-based Payment Transaction”. The amendments expand on
the guidance in HK(IFRIC) — Int 11 to address the accounting in the separate financial statements of a subsidiary
when its suppliers/employees will receive cash payments from the parent that are linked to the price of the
equity instruments of an entity in the Group. The parent, and not the entity, has the obligation to deliver cash.
The amendments state that the entity shall account for the transaction with its suppliers/employees as equitysettled, and recognise a corresponding increase in equity as a contribution from its parent. The subsidiary shall
remeasure the cost of the transaction subsequently for any changes resulting from non-market vesting conditions
not being met.

Improvements to HKFRS — Amendments to existing standards effective from 1 January 2010 adopted by the
Group
HKAS
HKAS
HKAS
HKAS
HKAS

1
7
17
36
38

HKAS 39
HKFRS 2
HKFRS 8

4.

Current/Non-current Classification of Convertible Instruments
Classification of Expenditures on Unrecognised Assets
Classification of Leases of Land and Buildings
Unit of Accounting for Goodwill Impairment Test
Additional Consequential Amendments Arising from HKFRS 3 (Revised) and Measuring the
Fair Value of an Intangible Asset Acquired in Business Combination
Cash Flow Hedge Accounting
Group Cash-settled Share-based Payments Transactions
Disclosure of Information about Segment Assets

Revenue
Revenue represents the amounts received and receivable for providing limousine rental and airport shuttle bus services
and sales of mineral ore products for the six months ended 30 June 2010. An analysis of the Group’s revenue for the
period is as follows:
Six months ended 30 June

Income from limousine rental services
Income from airport shuttle bus services
Sales of copper, lead and zinc ore concentrates

2010
HK$’000
(unaudited)

2009
HK$’000
(unaudited)

44,885
6,889
3,415

29,899
6,568
5,521

55,189

41,988
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N O T E S T O T H E C O N D E N S E D C O N S O L I D AT E D F I N A N C I A L
INFORMATION
5.

Segment information
Management has determined the operating segments based on the internal reports reviewed and used by the executive
directors for strategic decision making.
The Group comprises the following main business segments:
Limousine rental services

—

provision of limousine rental services in both Hong Kong and the People’s
Republic of China (“PRC”)

Airport shuttle bus services

—

provision of airport shuttle bus services in Hong Kong

Mining operation

—

exploitation, processing and sales of copper, zinc and lead ore
concentrates in the PRC

Others

—

investment in equity securities

The following is an analysis of the Group’s revenue and results by business segment for the period under review:

Limousine
rental
services
HK$’000
(unaudited)
Revenue
Segment revenue from external
customers
Results
Segment results
Unallocated income
Unallocated expenses
Finance costs

Six months ended 30 June 2010
Airport
shuttle
bus
Mining
services
operation
Others
HK$’000
HK$’000
HK$’000
(unaudited)
(unaudited)
(unaudited)

Total
HK$’000
(unaudited)

44,885

6,889

3,415

—

55,189

1,741

588

(156,400)

—

(154,071)
21
(15,402)
(3,286)

Loss before income tax
Income tax expense

(172,738)
(264)

Loss for the period

(173,002)
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Limousine
rental
services
HK$’000
(unaudited)

Six months ended 30 June 2009
Airport
shuttle
bus
Mining
services
operation
Others
HK$’000
HK$’000
HK$’000
(unaudited)
(unaudited)
(unaudited)

Total
HK$’000
(unaudited)

Revenue
Segment revenue from external
customers

29,899

6,568

5,521

—

41,988

Results
Segment results

(2,892)

(769)

(6,153)

(126)

(9,940)

Unallocated income
Unallocated expenses
Finance costs

10,011
(4,812)
(14,940)

Loss before income tax
Income tax credit

(19,681)
165

Loss for the period

(19,516)

The following is an analysis of the Group’s assets by business segment:

Limousine
rental
services
HK$’000
(unaudited)
Segment assets
Unallocated assets

105,677

As at 30 June 2010
Airport
shuttle
bus
Mining
services
operation
Others
HK$’000
HK$’000
HK$’000
(unaudited)
(unaudited)
(unaudited)
24,034

884,932

710,826

Consolidated total assets

Consolidated total assets

1,725,469
114,705
1,840,174

Limousine
rental
services
HK$’000
(audited)
Segment assets
Unallocated assets

Total
HK$’000
(unaudited)

101,563

As at 31 December 2009
Airport
shuttle
bus
Mining
services
operation
Others
HK$’000
HK$’000
HK$’000
(audited)
(audited)
(audited)
20,213

1,024,342

310,117

Total
HK$’000
(audited)
1,456,235
9,385
1,465,620
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6.

Finance costs
Six months ended 30 June
2010
2009
HK$’000
HK$’000
(unaudited)
(unaudited)
Effective interest expense on convertible notes
Interest on bank borrowings wholly repayable within five years
Interest on obligation under finance leases

7.

2,582
600
104

14,337
488
115

3,286

14,940

Income tax expense/(credit)
Six months ended 30 June
2010
2009
HK$’000
HK$’000
(unaudited)
(unaudited)
Current income tax:
Hong Kong profits tax
PRC Enterprise Income Tax

Deferred income tax:
Origination and reversal of temporary differences

742
—

508
65

742

573

(478)

(738)

264

(165)

Hong Kong profits tax has been provided at the rate of 16.5% (2009: 16.5%) on the estimated assessable profit for the
period.
PRC Enterprise Income Tax has been provided at the prevailing rate of 25% (2009: 25%) on the estimated assessable
profit applicable to the Company’s subsidiaries established in the PRC.

11
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8.

Expenses by nature
Six months ended 30 June
2010
2009
HK$’000
HK$’000
(unaudited)
(unaudited)
Cost of inventories
Amortisation of intangible asset (included in direct costs)
Amortisation of mining right (included in direct costs)
Depreciation
Staff costs (note a)
Operating lease rentals in respect of office premises
Loss on disposal of property, plant & equipment
Motor vehicles rental charges
Fuel and oil
Toll charges
(a)

1,309
801
1,257
7,428
19,255
1,530
170
10,410
5,022
2,266

4,087
5,148
3,025
6,509
13,819
1,925
100
5,354
3,299
1,982

Staff costs
Six months ended 30 June
2010
2009
HK$’000
HK$’000
(unaudited)
(unaudited)
Directors’ emoluments
Retirement benefit scheme contributions
Share-based compensation
Other staff costs

952
834
1,768
15,701

516
792
—
12,511

19,255

13,819
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9.

Loss per share
Basic loss per share is calculated by dividing the loss attributable to the equity holders of the Company by the weighted
average number of ordinary shares in issue during the period.
Diluted loss per share is calculated by adjusting the weighted average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The company has two categories of dilutive potential ordinary shares:
convertible notes and share options.
Six months ended 30 June
2010
2009
(unaudited)
(unaudited)
Loss attributable to the equity holders of the Company (HK$ thousands)

(157,363)

(18,902)

2,823,328

1,843,320

2,703

N/A

2,826,031

1,843,320

(5.58)

(1.03)

N/A

N/A

Number of shares
Weighted average number of ordinary shares for the purpose of calculating
the basic loss per share (thousands)
Adjustment of share options (thousands)
Weighted average number of ordinary shares for the purpose of calculating
the diluted loss per share (thousands)
Basic loss per share attributable to the equity holders of the Company
(HK cents per share)
Diluted loss per share attributable to the equity holders of the Company
(HK cents per share)

For the periods ended 30 June 2010 and 30 June 2009, the effect of assumed conversion of the convertible notes and
share options of the Company was anti-dilutive.

10.

Mining right

Balance as at 1 January
Amortisation during the period
Impairment loss
Exchange differences
Balance as at 30 June

2010
HK$’000
(unaudited)

2009
HK$’000
(unaudited)

980,568
(2,847)
(153,000)
10,950

987,005
(3,025)
—
(1,177)

835,671

982,803
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11.

Movements in property, plant and equipment
During the six months ended 30 June 2010, the Group acquired motor vehicles and equipment at a cost of approximately
HK$8,865,000 (30 June 2009: HK$2,714,000).

12.

Available-for-sale investments
During the period, the Group acquired available-for-sale investments of approximately HK$381 million (30 June 2009:
HK$126 million). The increase in fair value of available-for-sale investments during the period amounted to approximately
HK$17 million (30 June 2009: HK$20 million).

13.

Trade receivables
The Group’s credit terms granted to customers of limousine rental and airport shuttle bus services range between 60
days and 90 days. Before accepting any new customers, the Group will understand the potential customer’s credit
quality and approve its credit limits. Credit limits attributed to customers are reviewed regularly.
The aged analysis of the trade receivables, based on invoice date as at the balance date is as follows:

0 — 30 days
31 — 60 days
61 — 90 days
Over 90 days

14.

2010
HK$’000
(unaudited)

2009
HK$’000
(audited)

10,761
7,906
4,929
2,934

7,091
9,234
3,761
1,370

26,530

21,456

2010
HK$’000
(unaudited)

2009
HK$’000
(audited)

4,561
1,702
415
2,517

5,056
1,126
478
3,078

9,195

9,738

Trade payables
The aged analysis of trade payables of the Group is as follows:

0 — 30 days
31 — 60 days
61 — 90 days
Over 90 days
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Bank borrowings
During the six months ended 30 June 2010, the Group obtained new bank loans amounting to HK$12,000,000 (30 June
2009: HK$3,850,000). The loans carry interest at variable market rate of 1.75% over 1 month HIBOR per annum and are
repayable on demand. The proceeds were used to finance the acquisition of property, plant and equipment.
The Group has undrawn banking facilities of HK$23,159,000 as at 30 June 2010 (31 December 2009: HK$17,142,000).
As at 30 June 2010, guarantees have been given to a bank by the Company and a related party of Perryville Group’s
former shareholder with no charge in respect of banking facilities extended to the Perryville Group jointly amounting
to approximately HK$75,200,000 and HK$ 50,000,000 respectively ( 31 December 2009: HK$ 63,200,000 and
HK$50,000,000 respectively).

16.

Convertible notes
Convertible Note I
On 13 June 2007, the Company entered into a Sale and Purchase Agreement (the “S&P Agreement”) with Parklane
International Limited (“Parklane”). Pursuant to the S&P Agreement, the Company conditionally agreed to acquire and
Parklane conditionally agreed to sell the entire interests in Perryville Group. The consideration for the acquisition was
HK$170 million of which HK$50 million was settled by cash and HK$120 million was settled by issue of convertible notes.
The acquisition was completed on 22 October 2007.
The convertible notes entitle the holders to convert them, in whole or part, into ordinary shares of the Company at any
time between the date of issue of the convertible notes and their maturity on 22 October 2012 at the conversion price of
HK$0.42 per share subject to anti-dilutive adjustments. On 10 September 2008, the conversion price of the convertible
note has been adjusted from HK$0.42 per share to HK$0.405 per share as a result of the completion of a placing. If the
convertible notes have not been converted, they will be redeemed on 22 October 2012 at par. Interest of 2% will paid
annually up to the maturity date.
The effective interest rate of the convertible notes is 10.2% per annum
In May 2009, the holder of the convertible notes of the Company has converted the remaining HK$49,650,000
convertible notes into approximately 122,592,000 new ordinary shares of the Company. There was no Convertible note I
outstanding as at 31 December 2009 and 30 June 2010.
Convertible Note II
On 30 January 2008, the Company entered into a sale and purchase agreement as amended by a supplemental deed
date 27 June 2008 pursuant to which the Company conditionally agreed to acquire and the vendors conditionally agreed
to dispose of the entire issued share capital of the Smart Year Investment Limited, a company legally and beneficially
owns as to 90% equity interest in Luchun Xingtai, for a total consideration of HK$650,000,000. The total consideration
has been amended and satisfied (i) as to HK$119,800,000 in cash; (ii) as to HK$94,700,000 by the issue of the
consideration shares by the Company to the vendors at the issue price; and (iii) as to HK$435,500,000 by the issue of
the convertible notes to the vendors. Details of the acquisition were disclosed in the circular of the Company dated 30
June 2008. The acquisition was completed on 19 September 2008.
The convertible notes entitle the holders to convert them, in whole or in part, into ordinary shares of the Company at any
time between the date of issue of the convertible notes and their maturity on 19 September 2013 at the conversion price
of HK$0.30 per share subject to anti-dilutive adjustments. On 8 February 2010, the conversion price of the convertible
notes has been adjusted from HK$0.30 per share to HK$0.29 per share as a result of the completion of a placing. If the
convertible notes have not been converted, they will be redeemed on 19 September 2013 at par. No interest will be paid
up to the maturity date. The Company does not have the right to redeem the convertible notes prior to 19 September
2013.
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The effective interest rate of the convertible notes is 14.9% per annum.
In April 2010, the holder of the convertible notes of the Company has converted the remaining HK$124,171,400
convertible notes into approximately 428,177,000 new ordinary shares of the Company. There was no Convertible note II
outstanding as at 30 June 2010.
The fair value of convertible notes is approximate to its carrying amount as at 30 June 2010 and 31 December 2009.
The movement of the liability component of the convertible notes for the period is set out below:
2010
HK$’000
(unaudited)

2009
HK$’000
(unaudited)

74,119
2,582
—
(76,701)

262,828
14,337
(396)
(159,045)

—

117,724

Number of
shares
’000
(unaudited)

Share capital
HK$’000
(unaudited)

Authorised
As at 1 January 2009, 30 June 2009, 1 January 2010 and 30 June 2010

4,000,000

400,000

Issued and fully paid
As at 1 January 2009
Placing of new shares (note a)
Conversion of convertible notes (note b)

1,515,342
111,500
864,232

151,534
11,150
86,423

As at 30 June 2009

2,491,074

249,107

As at 1 January 2010
Placing of new shares (note c and d)
Conversion of convertible notes (note e)

2,782,258
519,000
428,177

278,226
51,900
42,818

As at 30 June 2010

3,729,435

372,944

Carrying amount as at 1 January
Interest expenses
Interest paid/payable during the period
Conversion of convertible notes
Carrying amount as at 30 June

17.

Share capital

Ordinary shares of HK$0.10 each

Notes:
(a)

Pursuant to a placing and subscription agreement executed on 17 June 2009, a total of 111,500,000 ordinary
shares were issued at an issue price of HK$0.90 per share, raising net proceeds of approximately HK$99.18
million. The new shares rank pari passu in all respects with the existing shares.

(b)

During the six months ended 30 June 2009, convertible notes with a principal amount of HK$49,650,000
and HK$222,492,000 were converted into shares of HK$0.10 each in the Company at the conversion price of
HK$0.405 per share and HK$0.30 per share respectively. Accordingly, a total of 122,592,592 and 741,640,000
ordinary shares of HK$0.10 per share were issued respectively.
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18.

(c)

Pursuant to a placing and subscription agreement executed on 9 February 2010, a total of 334,000,000 ordinary
shares were issued at an issue price of HK$0.90 per share, raising net proceeds of approximately HK$297
million. The new shares rank pari passu in all respects with the existing shares.

(d)

Pursuant to a placing and subscription agreement executed on 17 June 2010, a total of 185,000,000 ordinary
shares were issued at an issue price of HK$1.10 per share, raising net proceeds of approximately HK$199 million.
The new shares rank pari passu in all respects with the existing shares.

(e)

During the six months ended 30 June 2010, convertible notes of aggregate principal amount of HK$124,171,400
were converted into ordinary shares of HK$0.10 each of the Company at the conversion price of HK$0.29 per
share. Accordingly, a total of 428,177,241 ordinary shares were issued.

Share option scheme
The share option scheme (the “Share Option Scheme”) of the Company was adopted by the Company pursuant to the
written resolutions of the sole shareholder passed on 14 August 2002.
The fair value of the share options granted is recongised as an expense, with a corresponding adjustment to sharebased compensation reserve over the vesting period. At the end of each reporting period, the Company revises its
estimates of the number of options that are expected to vest. The impact of the revision to original estimates, if any, is
recognised in profit and loss, with a corresponding adjustment to equity.
On 18 January 2010 and 11 February 2010, the Company granted 9,000,000 and 27,000,000 share options to the eligible
persons including the directors, at the exercise price of HK$1.164 per share and HK$1.24 per share respectively. Each
share option gives the holder the right to subscribe one ordinary share of the Company. None of the options has been
exercised or cancelled during current period.
Details of specific categories of options are as follows:

Number of
share options

Option type

Date of grant

Vesting period

2010A

18 January 2010

18 January 2010 —
17 January 2011

4,500,000

18 January 2011 —
17 January 2014

1.164

18 January 2010

18 January 2010 —
17 January 2012

2,250,000

18 January 2012 —
17 January 2014

1.164

18 January 2010

18 January 2010 —
17 January 2013

2,250,000

18 January 2013 —
17 January 2014

1.164

11 February 2010

11 February 2010 —
10 February 2011

27,000,000

11 February 2011 —
10 February 2014

1.240

2010B

Exercise period

Exercise
price
(HK$)
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The following table discloses movements of the Company’s share options during the period:

Option type
Directors
Chan Kam Kwan, Jason
Lau Kwok Kuen, Eddie
Uwe Henke Von Parpart
Yip Kwok Cheung, Danny

2010A
2010A
2010A
2010A

Sub-total

Outstanding
as at 1 January
2010

Granted
during period

Outstanding
as at 30 June
2010

—
—
—
—

1,500,000
1,000,000
1,000,000
1,000,000

1,500,000
1,000,000
1,000,000
1,000,000

—

4,500,000

4,500,000

Employees

2010A

—

4,500,000

4,500,000

Consultants

2010B

—

27,000,000

27,000,000

—

36,000,000

36,000,000

Total

These fair values were calculated using the Binomial model prepared by Vigers Appraisal & Consulting Limited. The
inputs into the model were as follows:

Exercise price
Volatility
Expected option life
Annual risk-free rate
Expected Dividend yield

2010A

2010B

HK$1.164
83%
4 years
1.46%
0%

HK$1.24
82%
4 years
1.502%
0%

The Company recognised the total expense of HK$8,467,826 for the period ended 30 June 2010 in relation to share
options granted by the Company.
As at the date of this report, the total number of shares available for issue under the share option scheme is 354,443,548
shares which represents 9.50% of the issued share capital of the company on the date of this report.

19.

Commitments
(a)

Operating lease commitments
As at 30 June 2010, the Group had commitments mainly for future minimum lease payments under noncancellable operating lease in respect of office premises, car parks, and counters in the international airport in
Hong Kong which falls due as follows:

Not later than 1 year
Later than 1 year and no later than 5 years

30 June
2010
HK$’000
(unaudited)

31 December
2009
HK$’000
(audited)

7,816
775

2,226
622

8,591

2,848

Leases are negotiated for an average of two years and rentals are fixed for the lease period.
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(b)

Capital commitments
Capital expenditure contracted for at the balance sheet date but not yet incurred is as follows:

Property, plant and equipment
Contracted but not provided for

20.

30 June
2010
HK$’000
(unaudited)

31 December
2009
HK$’000
(audited)

6,626

5,925

Pledge of assets
At 30 June 2010, the Group has pledged the motor vehicles with a carrying value of approximately HK$20,541,000
(31 December 2009: HK$23,438,000) to secure the general banking facilities granted to a subsidiary of the Group.

21.

Related party transactions
In addition to the transactions and balances disclosed elsewhere in these unaudited condensed consolidated financial
information, the following transactions were carried out with related parties:
(a)

Period/year-end balances
The amounts due from/to related parties included as current assets or current liabilities are unsecured, interestfree and repayable on demand. For the amount due to a related party classified as non-current liability is
unsecured, interest-free and is not repayable within the next twelve months.

(b)

Compensation of key management personnel
The remuneration of directors and other members of key management during the period was as follows:
Six months ended 30 June
2010
2009
HK$’000
HK$’000
(unaudited)
(unaudited)
Short-term employee benefits
Share-based compensation

3,102
1,668

1,763
—

4,770

1,763
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INTERIM DIVIDEND
The Board of Directors does not recommend the payment of an interim dividend for the six months ended 30 June
2010 (2009: nil).

MANAGEMENT DISCUSSION AND ANALYSIS
Business and Financial Review
The consolidated revenue of the Group for the six months ended 30 June 2010 increased by 31.4% to
approximately HK$55.2 million as compared to the corresponding period last year, of which approximately
HK$51.8 million (2009: HK$36.5 million) was contributed by the provision of limousine rental and airport shuttle
bus services and approximately HK$3.4 million (2009: HK$5.5 million) was contributed by the sales of copper ore
concentrates. As at 30 June 2010, the Group’s net asset value amounted to HK$1,638.6 million (2009: HK$1,218.6
million) and cash and bank balances, including restricted cash, amounted to HK$129.6 million (2009: HK$22.0
million).
Loss attributable to equity holders of the Company increased to HK$157.4 million as compared to HK$18.9 million
for the same period recorded in 2009 mainly due to the impairment loss on the valuation of mining right. Basic loss
per share is HK$5.58 cents (2009: HK$1.03 cents).
An impairment loss on the valuation of mining right is recorded during the period amounted to approximately
HK$153.0 million. The management has been closely monitoring the trend of copper price, both spot and the
long-term price projections from the experts in the commodity sector. We have also been closely monitoring the
recent global economic development and its impact towards copper price. The Directors had discussions on the
future long-term copper price that were used in our valuation model. Based on the latest statistics and relevant
information available to the directors, contrary to our previous optimistic expectation, we saw that since our last
reporting period, the global economic outlook has not been improving as expected and there is still high degree of
uncertainty to the recovery of the general economy which may possibly affect the volatility of the copper price. The
Directors reckoned that the Company needed to take a more conservative approach in valuing our own mine. An
impairment was therefore made to the fair value of our mine as a result of the adjustment of the long-term copper
price projection. Such impairment loss, however, did not have any impact on the operating cash flow of the Group.
Provision of limousine rental and airport shuttle bus services
The limousine rental and airport shuttle bus services segments are operated by Parklane Limousine Service
Limited and Airport Shuttle Services Limited, both operations are wholly owned by Perryville Group Limited
(collectively the “Perryville Group”).
The financial performance of Perryville Group, which marked the results of our limousine rental and airport shuttle
bus operations, contributed approximately 93.8% of the overall revenue of the Group. Recorded revenue for the
period amounted to HK$51.8 million (2009: HK$36.5 million) and an increment of 42.0% is noted. The segment
reported an operating profit, before amortisation of intangible asset, of HK$3.1 million, representing an increase
of 110.6% over the corresponding period last year. The increase of segment revenue is attributed by the surging
demand for limousine rental services in both Hong Kong and the PRC. Significant growth in travel industry in Hong
Kong and the PRC region is the major driver of our revenue increase from this business segment. We consider the
trend of the business results in line with the growth of the industry.
During the period, increase in the demand for limousine services is brought by the Shanghai World Expo. There
recorded a higher growth rate for our business in Shanghai than the other cities. The Group believes that the World
Expo effect will continuously benefit our business for the second half of the year.
The Group continues to provide limousine rental services in the PRC and we expect a steady growth from this
sector. Nevertheless, the limousine business in Beijing will gradually phase out and resources will be reallocated to
focus on more profitable locations such as Shanghai, Guangzhou and Shenzhen.
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Mining Operation
The Group’s mining business mainly comprises the exploitation, processing and sales of copper, lead, zinc,
arsenic, silver and other mineral resources, through 90% subsidiary of the Group, Luchun Xingtai Mining Co., Ltd.
(“Luchun Xingtai”).
During the period, Luchun Xingtai has contributed revenue of approximately HK$3.4 million (2009: HK$5.5 million),
and the loss before amortisation and impairment of mining right was approximately HK$2.1 million (2009: HK$3.1
million). The production volume of copper ore concentrates was approximately 125 metal tonnes (2009: 116 metal
tonnes) and sales of the copper ore concentrates was approximately 74 metal tonnes (2009: 173 metal tonnes).
The cost of sales of the mining segment mainly includes mining, processing and refining cost, ore transportation
costs and waste disposal costs.
Total expenditure associated with the mining operation during the period amounted to approximately HK$5.6
million (2009: HK$8.6 million).
We have put majority of our focus at Luchun Xingtai operation for further exploration, hence we have not
been operating at a full capacity. We will gradually increase our production capacity once we have achieved a
satisfactory result from our further exploration activities. During the period, the expenditure associated with the
mining exploration activities amounted to approximately RMB0.4 million and the total accumulative expenditure
incurred for exploration activities was approximately RMB1.0 million since September 2009.

UPDATE OF RESERVES
The table below sets out the details of the Company’s reserves for the period ended 30 June 2010.
Damajianshan Mine Ore Reserve Summary — 31 December 2007 by BDASIA
Grades

Contained Metals

JORC
Reserve
Category

Ore
Tonnage
(kt)

Cu
%

As
%

Pb
%

Ag
g/t

Cu
kt

As
kt

Pb
kt

Ag
t

Proved

4,648

1.49

5.70

1.28

42.6

69.3

265

59.7

198

Probable

3,150

1.42

6.28

1.49

47.9

44.6

198

47.1

151

Total

7,798

1.46

5.94

1.37

44.8

113.9

463

106.8

349

Saved as disclosed in Appendix VII of the circular dated 30 June 2008, the Company’s ore reserves as at this date
are estimated to contain 7.798 million tonnes of copper ore, contained in within the Damajianshan copper mine site
in China. There were no significant changes to our ore reserves in the Damajianshan mine since the date of the
last ore reserve statement published as our production has not gone fully underway.
The mining of 22,364 tonnes of copper ore is recorded from Damajianshan mine during the period, representing a
decrease of 7.89% compared to the corresponding period last year. As the Company focused more on exploration
activities during the period, more resources has been allocated to this aspect, hence lower production is resulted.
The Damajianshan mine has in aggregate consumed only approximately 154,000 tonnes out of 7.798 million tonnes
of its ore reserves thus derived in no significant changes to our reserves.
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Significant Investments
During the period, the Group has further acquired equity stakes in Brockman Resources Limited (“BRM”),
a company listed on the Australian Securities Exchange (“ASX”). We have also added a new investment in
Australian iron ore sector through an off-market shares subscription and on-market purchases of the shares of
FerrAus Limited (“FRS”). FRS is a company listed on the ASX. FRS is principally engaged in the exploration and
development of iron ore and manganese.
As at 30 June 2010, the Group has acquired 27,833,505 shares of BRM, representing approximately 19.67% of
the total issued share capital of BRM and the market value of such investment as at 30 June 2010 amounted to
approximately HK$551.2 million.
During the period, the Group has acquired in aggregate 30,201,575 shares of FRS, representing approximately
14.90% of issued FRS shares as at 30 June 2010. The market value of such investment as at 30 June 2010
amounted to approximately HK$156.5 million.
The change in fair value on available-for-sale investments, together with the corresponding exchange loss due to
depreciation of Australia dollar, of approximately HK$16.8 million was recorded in the available-for-sale investment
reserve during the six-month period ended 30 June 2010 for the investments in BRM and FRS as described above.
Going forward, the Group will continue to focus its resources in the mining business. While continuing the activities
in our existing mine in Yunan, we will seek for potential acquisition opportunities, both in the PRC and overseas.
We are aiming at becoming one of the globally competitive mining companies.
The management will consider various debt and equity financing options from time to time to build up an optimal
capital structure for the Group and strengthen our capital base.

LIQUIDITY AND FINANCIAL RESOURCES
The Group generally finances its short term funding requirement with cash generated from operations, credit
facilities from suppliers and banking facilities.
During the period, the Group has raised net proceeds of approximately HK$496 million through placements of
new shares. The current ratio as at 30 June 2010 measures at 1.78 times compared to 0.62 times as reported
as at 31 December 2009. The gearing ratio as at 30 June 2010 (long term debts over equity and long term
debts) is measured at 0.02 as compared to 0.07 recorded as at 31 December 2009. As at 30 June 2010, the
Group has total bank and other borrowings amounted to approximately HK$47.1 million, all of which are secured,
approximately HK$45.5 million was due within one year and the balance of HK$1.6 million was due in more than
one year. All of the borrowings are denominated in Hong Kong dollars.
During the period, the Group did not engage in the use of any financial instruments for hedging purposes, and
there was no hedging instrument outstanding as at 30 June 2010.

WAH NAM INTERNATIONAL HOLDINGS LIMITED
Interim Report 2010

CAPITAL STRUCTURE
During the period, the Company has the following movement in the share capital:
(a)

Pursuant to placing and subscription agreement executed on 9 February 2010, a total of 334,000,000
ordinary shares were issued at an issued price of HK$0.90 per share, raising net proceed of approximately
HK$297 million.

(b)

Pursuant to placing and subscription agreement executed on 17 June 2010, a total of 185,000,000 ordinary
shares were issued at an issued price of HK$1.11 per share, raising net proceed of approximately HK$199
million.

(c)

During the period, convertible notes of aggregate principal amounts of HK$124,171,400 were converted
into ordinary shares of the Company at the conversion price of HK$0.29 per share. Accordingly, a total of
428,177,241 ordinary shares of the Company were issued. As of the date of this report, all convertible notes
issued by the Group have been converted and there are no further convertible notes outstanding.

CHARGES OF ASSETS
As at 30 June 2010, motor vehicles with an aggregate carrying value of HK$20,541,000 of certain subsidiaries of
the Company were charged to secure general banking facilities granted to a subsidiary of the Company.

MARKET RISK
The Group is exposed to various types of market risks, including fluctuations in copper price and exchange rates.
(a)

Copper concentrate price risk
The Group’s revenue and results of the mining business during the period, and the fair value of the Group’s
mining rights were affected by fluctuations in the copper concentrate price. All of our mining products were
sold at the market price. We have not used any commodity derivative instruments or futures for speculation
or hedging purpose. The management will review the market condition from time to time and determine the
best strategy to deal with the fluctuation of copper concentrate price.

(b)

Exchange rate risk
The Group is exposed to exchange rate risk primarily because our available-for-sale investment is
denominated in Australian dollars. Depreciation in Australian dollar may adversely affect our net asset value
and earnings when the value of such investment is converted to Hong Kong dollars. During the period, no
financial instrument was used for hedging purpose.

CONTINGENT LIABILITIES
The Group has no contingent liabilities as at 30 June 2010.
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STAFF AND REMUNERATION
As at 30 June 2010, the Group employed 385 full time employees (31 December 2009: 552), of which
approximately 264 employees were in the PRC. The remuneration of employees includes salary and discretionary
bonus. The Group also adopted a share option scheme to provide incentives to the employees.
The remuneration policy and packages, including the share options, of the Group’s employees, senior management
and directors are maintained at market level and reviewed periodically by the management and the remuneration
committee, whichever appropriate.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES OR DEBENTURES
As at 30 June 2010, the interests and short positions of the directors and chief executives and their respective
associates in the shares, underlying shares and debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the “SFO”) as recorded in the register maintained
by the Company pursuant to Section 352 of the SFO, or which were otherwise required to be notified to the
Company and the Stock Exchange, pursuant to the Model Code for Securities Transactions by Directors of the
Listed Companies were as follows:
Long positions of ordinary shares of HK$ 0.10 each of the Company

Name of Director

Capacity

Luk Kin Peter Joseph

Controlled Corporation (Note)

Note:

Number of
issued ordinary
shares held

Percentage
of the issued
share capital
of the Company

199,456,276

5.35%

The 96,008,000 shares are held by Equity Valley Investments Limited, a company incorporated in the British Virgin
Islands (the “BVI”) with limited liability, and the entire issued share capital of which is wholly owned by Mr. Luk Kin Peter
Joseph (“Mr. Luk”) and 103,448,276 shares are held by Prideful Future Investments Limited, a company incorporated
in the BVI with limited liability, and the entire issued share capital of which is wholly owned by Ms. Cheung Sze Wai,
Catherine, the spouse of Mr. Luk.

Save as disclosed above and in note 18, none of the Directors and chief executives, nor their associates had any
interests or short positions in any shares, underlying shares or debentures of the Company or any of its associated
corporations as at 30 June 2010.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES
Other than as disclosed in section “Directors’ and Chief Executives’ Interests and Short Positions in Shares,
Underlying Shares or Debentures”, at no time during the period was the Company, its holding company, or any of
its subsidiaries or fellow subsidiaries, was a party to any arrangements to enable the Directors of the Company
and their associates to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or
any other body corporate.
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SUBSTANTIAL SHAREHOLDERS
As at 30 June 2010, the register of substantial shareholders maintained by the Company pursuant to Section
336 of the SFO shows that the following shareholders had notified the Company of relevant interests and short
positions in the issued share capital of the Company:
Long positions in ordinary shares of HK$ 0.10 each of the Company

Number of
issued ordinary
shares held

Percentage
of the issued
share capital
of the Company

Name of shareholder

Capacity

Leading Highway Limited (Note 1)

Beneficial owner

445,500,000

11.95%

Cheng Yung Pun (Note 1)

Interest held by controlled
corporations

445,500,000

11.95%

Shimmer Expert Investments
Limited (Note 2)

Beneficial owner

279,548,000

7.50%

Groom High Investments Limited
(Note 2)

Interest held by controlled
corporations

279,548,000

7.50%

Zhang Li (Note 2)

Interest held by controlled
corporations

279,548,000

7.50%

Villas Green investments Limited
(Note 3)

Beneficial owner

257,760,000

6.91%

Chong Yee Kwan (Note 3)

Interest held by controlled
corporations

257,760,000

6.91%

Smartpath Investments Limited
(Note 4)

Beneficial owner

204,752,000

5.49%

Tan Lini (Note 4)

Interest held by controlled
corporations

204,752,000

5.49%

Notes:
1.

The 445,500,000 shares of the Company are held by Leading Highway Limited, which is wholly owned by Cheng Yung
Pun.

2.

The 279,548,000 shares of the Company are held by Shimmer Expert Investments Limited, a company wholly owned by
Groom High Investments Limited, which is wholly owned by Zhang Li.

3.

The 257,760,000 shares of the Company are held by Villas Green Investments Limited, which is wholly owned by Chong
Yee Kwan.

4.

The 204,752,000 shares of the Company are held by Smartpath Investments Limited, which is wholly owned by Tan Lini.

Other than as disclosed above, the Company has not been notified of any other relevant interests or short
positions in the issued share capital of the Company as at 30 June 2010.
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PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES
During the six months ended 30 June 2010, neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the listed securities of the Company.

COMPLIA NCE OF THE CODE ON CORPOR ATE GOVERN A NCE
PRACTICES
The Company has complied with its own code on corporate governance practices which incorporates all code
provisions in the Code on Corporate Governance Practices (the “CGP Code”) as set out in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”) throughout the six months
ended 30 June 2010, except with the following deviation:
Code Provision A.2.1
There was no separation of the role of chairman (the “Chairman”) and chief executive officer (the “CEO”). Mr. Luk
Kin Peter Joseph has been appointed as the Chairman of the Company on 16 February 2009 and has assumed
the role of both the Chairman and the CEO of the Company. This structure was considered more suitable to the
Company at this fast development stage because it could promote the efficient formulation and implementation of
the Company’s strategies.
As the Group’s business becomes more diversified, the Board will review the needs of appointing suitable
candidate to assume of the role of the Chairman or the CEO when necessary.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS
The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 of the Listing Rules as its own code of conduct regarding securities transactions
by directors of the Company. Having made specific enquiry to all directors of the Company, all directors confirmed
that they have complied with the required standard set out in the Model Code throughout the six months ended 30
June 2010.

AUDIT COMMITTEE
The Audit Committee comprises of three independent non-executive directors, Messrs. Lau Kwok Kuen, Eddie,
Uwe Henke Von Parpart and Yip Kwok Cheung, Danny. Mr. Lau Kwok Kuen, Eddie is the Chairman of the Audit
Committee. The Audit Committee has adopted the terms of reference which are in line with the CGP Code. The
Audit Committee has reviewed the Group’s interim results for the six months ended 30 June 2010.

By Order of the Board
Luk Kin Peter Joseph
Chairman
19 August 2010, Hong Kong

Appendix B
ASX announcements to which the Company has relied on in this Prospectus
(a)

NiQuest Limited Prospectus dated 8 December 2003

(b)

Yilgarn Mining Limited Annual Financial Report 2004

(c)

NiQuest Limited ASX Announcement Name Change dated 20 December 2005

(d)

Brockman Resources ASX Announcement 'Marillana Project Development Update Brockman to Suspend Stage 1 to focus on larger 15-25 Mpta Stage 2 Project' dated 4
November 2008

(e)

Brockman Resources ASX Announcement 'Marillana Project Development Update Brockman Awards Stage 2 Pre-Feasibility Study to Ausenco' dated 3 December 2008

(f)

Brockman Resources Annual Report 2008

(g)

Brockman Resources ASX Announcement 'Brockman moves to Definitive Feasibility Study
Following Completion of Positive Pre-Feasibility Study at Marillana' dated 10 August 2009

(h)

Brockman Resources ASX Announcement 'Brockman Receives Key Environmental Approval
for Marillana Iron Ore Project' dated 18 August 2009

(i)

Brockman Resources ASX Announcement 'Brockman Secures Final Key Native Title Mining
Agreement for Marillana Project' dated 2 December 2009

(j)

Brockman Resources Annual Report 2009

(k)

FerrAus Annual Report 2009

(l)

Brockman Resources ASX Announcement 'Brockman's Marillana Iron Ore Project on Track
with Grant of Mining Lease' dated 5 January 2010

(m)

Brockman Resources ASX Announcement 'Major Resources Upgrade takes Brockman's Iron
Ore Project Closer to Development' dated 9 February 2010

(n)

FerrAus ASX Announcement 'FerrAus Moves to Pre-Feasibility Study After Scoping Study
Indicates Potential A$1.1 Billion NPV' dated 24 February 2010

(o)

Brockman Resources Company Presentation dated February 2010

(p)

FerrAus Investor Presentation dated 29 March 2010

(q)

Brockman Resources Company Presentation dated March 2010

(r)

FerrAus ASX Announcement Third Quarter Activities Report for the period ending 31 March
2010

(s)

Brockman Resources ASX Announcement 'Brockman Identifies Significant New Hematite
Targets at West Hamersley' dated 1 June 2010

(t)

FerrAus ASX Announcement 'Major Upgrade Underpins PFS at FerrAus Pilbara Project'
dated 16 June 2010

(u)

FerrAus ASX Announcement Mirrin Mirrin resources Upgrade dated 5 August 2010
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(v)

FerrAus Appendix 3B dated 14 October 2010

(w)

FerrAus Annual Report 2010

(x)

Brockman Resources Annual Report 2010

(y)

Brockman Resources ASX Announcement - Brockman Delivers Positive Marillana Feasibility
Study dated 29 September 2010

(z)

Brockman Resources Quarterly report for the period ending 30 September 2010

(aa)

Brockman Resources Appendix 5B for the quarter ending 30 September 2010

(bb)

Brockman Resources Appendix 3B dated 3 November 2010

(cc)

ASX Company Information for Brockman Resources dated 9 November 2010
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Appendix C
Australian Announcement of the Brockman Resources Takeover bid
Australian Announcement of the FerrAus Takeover bid
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Corporate Directory
Registered Office

Independent Technical Advisers

Wah Nam International Holdings Limited
Clarendon House
2 Church Street
Hamilton HM11
Bermuda

Behre Dolbear Asia, Inc.
999 Eighteenth Street Suite 1500
Denver CO 80202,
United States of America

Telephone: (+852) 3169 3631
Facsimile: (+852) 3169 3630
Website: www.wnintl.com

Directors

Solicitors to the Offer

Luk Kin Peter Joseph
Chairman and Chief Executive Offer

Australia
Clayton Utz
Level 27, QV.1 Building
250 St Georges Terrace
Perth, WA 6000, Australia

Chan Kam Kwan Jason
Director
Lau Kwok Kuen Eddie
Non-Executive Director
Uwe Henke Von Parpart
Non-Executive Director
Yip Kwok Cheung Danny
Non-Executive Director

Hong Kong
Michael Li & Co
14th floor, Printing House
6 Duddell Street
Central, Hong Kong
PRC
Guantao Law Firm
17th floor, Tower 2, Yingtai Center
No. 28 Finance Street
Xicheng District
Beijing 100140, The People's Republic of China

Company Secretary

Investigating Accountant

Chan Kam Kwan Jason

BDO Corporate Finance (WA) Pty Ltd
38 Station Street
Subiaco, WA 6008, Australia

Corporate Advisers

Registrars

Australia
Capital Investment Partners Pty Ltd
Level 22, Allendale Square
77 St Georges Terrace
Perth, WA 6000, Australia

Australia
Computershare Investor Services Pty Limited
Level 2, 45 St Georges Terrace
Perth, WA 6000, Australia

Hong Kong
OSK Capital Hong Kong Limited
11th Floor, Hip Shing Hong Centre
55 Des Voeux Road
Central, Hong Kong

Hong Kong
Tricor Secretaries Limited
26th floor Tesbury Centre
28 Queen's Road East
Wanchai, Hong Kong

Lead Manager

Auditor

Capital Investment Partners Pty Ltd
Level 22, Allendale Square
77 St Georges Terrace
Perth, WA 6000, Australia

PricewaterhouseCoopers
22nd floor Prince's Building
Central, Hong Kong
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