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China Mining Resources Group Limited




(Stock Code: 00340)


Announces Annual Results for the Year Ended 31 December 2008

*************

continue to utilize expertise and resources

in exploring new opportunities in the natural resources industry

*************

	Financial Highlights
	For the year ended 31 December (HK$’000)

	
	2008
	2007
	Change

	Continuing Operations

	Turnover
	 493,767
	674,955
	-27%

	Gross Profit
	47,079
	183,546
	-74%

	Gross Profit Margin
	10%
	27%
	-17ppt

	Discontinued Operation

	Turnover
	25,037
	21,461
	+17%

	Gross Profit
	16,033
	11,753
	

	

	Net Profit (Loss)
	(3,174,608)
	212,297
	-

	Net Profit Margin
	-
	31%
	-

	Earnings (Loss) Per Share - Diluted
	(52.7) cents
	 3.9 cents
	-


(Hong Kong, 20 April, 2009) – China Mining Resources Group Limited (“China Mining” or the “Group”) (Stock Code: 00340), a leading player in mining and metal products processing industry in China, today announced its annual results for the year ended 31 December 2008 (the “Year”).

During the Year, the Group recorded a turnover of HK$493,767,000 (2007: HK$674,955,000) and gross profit of HK$47,079,000 (2007: HK$183,546,000) from the continuing operations, representing a decrease of 27% and 74%, respectively, as compared to last year. The decrease was the result of decline in turnover of Harbin Songjiang Copper (Group) Company Limited (“Harbin Songjiang”), which was mainly attributable to the decrease in the sales volume of ferro molybdenum as the Group decided to suspend selling activities of ferro molybdenum as of August 2008, due to the dramatic decrease in selling price of ferro molybdenum in the second half of 2008.

During the Year, net loss amounted to HK$3,174,608,000 (2007: profit of HK$212,297,000). The loss was mainly due to a provision of a one-time, non-cash impairment on intangible assets, exploration and evaluation assets of HK$4,420,555,000 (attributable to equity shareholders of HK$2,856,099,000), on property, plant and equipment and prepaid lease payments of HK$706,025,000 (attributable to equity shareholders of HK$513,752,000) and on trade and other receivables of HK$57,099,000 (attributable to equity shareholders of HK$42,783,000) that were made during the Year. In addition, a provision for land reclamation and cavity refill costs that amounted to HK$140,967,000 in respect to the molybdenum mine was recorded during the Year. The impaired assets and provision for refill costs had no significant contribution to the Group’s turnover during the Year. Excluding the abovementioned impairment losses and provision, the Group’s gain before interest and tax for the Year was HK$135,008,000 (2007: profit of HK$393,248,000).  

Mr. Cai Yuan, Chairman of China Mining, commented, “Given the economic recession and the financial crisis, the global economic growth dramatically slowed in 2008. Subsequently, we began to experience pricing pressure of our products in the second half of the year. As a result, management decided to suspend selling activities of ferro molybdenum in August 2008. The Group is actively taking action to overcome the unfavorable circumstances through various measures, to navigate the current economic environment.  Moreover, we believe with our strong balance sheet, we are well-positioned to execute our long-term strategy to build a profitable resources company by capitalizing on opportunities in the natural resources industry.” 

Review of Operations

Harbin Songjiang

Harbin Songjiang is based in Harbin, Heilongjiang Province, the People’s Republic of China and specializes in mining and processing of molybdenum, copper and zinc of which molybdenum accounts for the majority of its production and earnings. Harbin Songjiang contributed HK$493,767,000 and HK$1,991,094,000 to the Group’s turnover and loss for the Year. During the period from 6 July 2007 to 31 December 2007 (“the Post-acquisition Period”), Harbin Songjiang contributed HK$674,955,000 and HK$97,834,000 to the Group’s turnover and profit for the year ended 31 December 2007 respectively.

The loss for the Year was mainly due to (1) an aggregate of impairment losses of HK$2,493,981,000 for Harbin Group’s intangible assets; (2) an aggregate of impairment losses of HK$648,483,000 for property, plant and equipment and prepaid lease payments, and (3) provision for land reclamation and cavity refill costs in the amount of HK$140,967,000 for molybdenum mine.

Turnover

Revenue generated from ferro molybdenum, copper and zinc and others was HK$400,517,000, HK$77,751,000 and HK$15,499,000, respectively. The average selling price for ferro molybdenum and copper was HK$371,559 per tonne and HK$60,917 per tonne (2007: HK$292,765 per tonne and HK$47,240 per tonne), respectively.

The decrease of turnover was mainly attributable to a 57% decrease of sales volume of ferro molybdenum or 1,406 tonnes (from 2,484 tonnes in 2007 to 1,078 tonnes in 2008). This was primarily due to: (1) the drastic decline in the selling price of ferro molybdenum, which was adversely affected by the decline in steel production in 2008 as a result of the global financial crisis in the second half year of 2008. Consequently, the management decided to suspend the selling activities of ferro molybdenum as of August 2008, which also explained why the average selling price of ferro molybdenum was increased for the Year despite slide in price since August 2008 and (2) decrease the production output of molybdenum mainly due to lower average grade in the sector exploited during the Year. The production volume of ferro molybdenum for the Year was 1,619 tonnes as compared to 2,804 tonnes in 2007, and the inventory balance of ferro molybdenum was 621 tonnes as at 31 December 2008 (2007: 80 tonnes).

In addition, the sales volume of copper and zinc decreased by 2,208 tonnes and 1,988 tonnes respectively (Copper: from 3,354 tonnes in 2007 to 1,146 tonnes in 2008; Zinc: from 2,826 tonnes in 2007 to 838 tonnes in 2008) due to the decrease in output as a result of the aging of the mine. In view of the decline in market price of copper, iron and zinc related products, the management has decided to terminate the operations of the copper mine, the zinc mine and the iron mine by the end of 2009. 
Cost of Sales and Gross Profit

The cost of sales of Harbin Songjiang decreased from HK$564,259,000 in 2007 to HK$446,688,000 in 2008. Gross profit margin of Harbin Songjiang was 10% in 2008 (2007: 41%). This was due to a one-off land reclamation and cavity refill costs provision of HK$140,967,000 made for the molybdenum mine. Excluding the one-off adjustment and the amortization charges which occurred due to the fair value adjustment recognized in the acquisition date, Harbin Songjiang’s gross profit margin was 58% in 2008 (2007: 72.2%). The decrease in gross profit margin from 72.2% in year 2007 to 58% in year 2008 was primarily due to the increase in export tariff on ferro molybdenum from 10% to 20% which took effect from 1 January 2008.

Rutile Mining

The rutile mine owned by the Group covers an area of two square kilometers with an estimated exploitation potential of approximately 1.9 million tonnes. Depending on the development of market conditions, the construction of the rutile mine will be temporarily suspended due to the increase in construction costs and land premium in respect to the premises on which the plant of the rutile mine is to be situated and the neighboring land area, as well as the decrease in market price of rutile related products. At this time, it is difficult to predict whether the rutile mine will resume construction. A full impairment loss of HK$1,926,574,000 for the mining rights was recognized in the consolidated income statement during the year. In addition, impairment losses of HK$44,825,000 and HK$12,717,000 for the related processing and production plant and prepaid lease payments for the rutile mine were recognized in the consolidated income statement during the Year respectively.

Investment in Canada listed companies

The Group invested in several Canadian listed companies which were held for long-term investments and for the purposes of capital gain and dividend income during the year ended 31 December 2008.

Umbilical Cord Blood Storage

On 21 November 2008, the Group disposed the entire equity interest of Cell Therapy Technologies Centre Limited, an umbilical cord blood storage business, to a third party.  During the period from 1 January 2008 to 20 November 2008, revenue from the umbilical cord blood storage service amounted to HK$25,037,000 (2007: HK$21,461,000).

Prospects

The Group announced a number of investment activities in early 2009 to continue to strengthen its balance sheet and to diversify its investment into other natural resources related business in an effort to broaden the revenue base. Such efforts include (1) the acquisition of shares of Quardra Mining Limited at an aggregate consideration of equivalent to approximately HK$36,507,616, which was disposed in the open market in April 2009 with a gain of approximately HK$66 million; (2) the acquisition of 80% interest in King Gold Investment Limited, which is principally engaged in cultivation, research, production and sale of Chinese tea products. King Gold has generated profits and has been exhibiting substantial growth in its business; (3) the acquisition of convertible notes with principal amount of US$28 million issued by China Shen Zhou Mining and Resources Inc. in April 2009 at a consideration of US$7,000,000 (equivalent to approximately HK$27,100,000).

Mr. Cai, concluded, “Notwithstanding the difficulties under the global financial crisis, the management still has strong confidence in the Group’s future. The Group will continue to grow steadily taking into account of our strong fundamentals and capabilities. The management believes there are good opportunities for mergers and acquisitions in this under-pressured global commodity market. The Group will remain on that outlook for attractive mergers and acquisitions opportunities which can best utilize our cash and mining expertise. The Group will continue in our effort to reach our aim — to become a leading player in the nature resources sector in Asia.”
— End —
About China Mining Resources Limited (Stock Code: 00340)
China Mining is principally engaged in the business of exploration and mining of natural resources, including molybdenum, copper, zinc and natural rutile. The Group’s core holding includes a 57% equity interest in Lead Sun Investment Limited, a company primarily engaged in the mining and processing of rutile and related products, and a 75.08% equity interest in Harbin Songjiang, a leading miner and processor of molybdenum, copper and zinc.
Released by Elite Investor Relations Limited for and on behalf of China Mining Resources Limited.
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