
Annual Report 2010

Annual Report 2010







Highlights

2 Prosperity Minerals Holdings Limited  € Annual Report 2010

During the year under review, the Company operated a cement manufacturing business in the People•s 

Republic of China (the •PRCŽ) and an iron ore trading business serving the same market.

All financials are expressed in US dollars, unless otherwise stated, with volumes in metric tonnes.

Shares in Prosperity Minerals Holdings Limited are traded on AIM of the London Stock Exchange under the 

ticker code PMHL.L.

2009/10 HIGHLIGHTS

 2009/10 2008/9 % change
 US$ million US$ million

Revenue 849.0 647.7 31%

EBITDA 43.5 44.3 -1.8%

Operating profit 35.6 21.6 65%

Profit before tax 18.5 7.7 140%

 Cents Cents

Basic earnings per share 8.4 4.0 110%

Dividend per share (including proposed final dividend) 9.0 1.7 429%

NAV per share 219.0 213.0 3%

 Times (x) Times (x)

Dividend cover (including proposed final dividend) 0.9 2.4 -63%

EBITDA interest cover 2.6 1.9 37%

EBIT interest cover 2.0 1.3 54%

 Ratios Ratios

Operating margin (%) 4.2 3.3 27%

ROCE (%) 11.0 7.0 57%

Quick Ratio (x) 1.46 0.97 51%
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I am pleased to report satisfactory results in all of Prosperity•s business units for the year under review and I 

look forward with great confidence to the future.

SUCCESSFUL SALE OF THE CEMENT BUSINESS AND PROSPERITY•S EVOLUTION

Over the last four years, since we listed Prosperity on AIM, we have seen the flooding of our cement plant in 

Guangdong Province in 2006, peaks in the freight and resources markets coupled with continued volatility in 

those markets, as well as the unprecedented global financial crisis. During this time, we continued to work hard, 

particularly with the expansion of our new cement business in the PRC; and, as is well documented, we were 

rewarded this year with the very successful sale of that business to TCC International Holdings Limited (•TCCIŽ) 

for HK$3.8 billion (approximately US$500 million) in cash.

•I believe Prosperity is 
strongly positioned and 

able to grow the business 
and continue to increase 
value for shareholdersŽ
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It is my mission, as Chairman and CEO, to create value for shareholders and the establishment, development 

and ultimate divestment of our cement business is a successful demonstration of this. Over four years, we 

created one of the leading cement players in the PRC through a number of timely investments and acquisitions, 

which galvanised its value, a fact recognised by TCCI.

Going forward, however, our cement business would have required significant new capital and I believe better 

returns are available for Prosperity•s shareholders if we invest elsewhere. There is a time to invest and grow … 

and a time to realise value. But such decisions, by the Board, can only be made based on long experience and 

in-depth knowledge of the Chinese market place.

In my view, too, the cement industry is only one of many incidental beneficiaries of the development of the 

economy in the PRC. In turn, this has led us to seek other opportunities to create value, including real estate. 

I realise that there has been some controversy about the timing of this decision. However, it is a market with 

which the Prosperity team is already very familiar. Furthermore, in addition to our iron ore trading operations we 

intend to act as a specialty real estate developer in China, focusing only on prospectively profitable projects in 

prime or promising locations with good cash flow.

CEMENT MANUFACTURING

The Company delivered successful expansion of gross cement production capacity from 13.8 million tonnes in 

2006 to 22 million tonnes in 2009. The new production facilities under construction were expected to expand 

gross cement production capacity to over 30 million tonnes by the end of fiscal 2012.

Following the successful sale of Prosperity•s cement business that was concluded on 30 April 2010, Prosperity 

retained its 33.06 per cent interest in Anhui Chaodong Cement Company Ltd (•ACCŽ). It is listed on the 

Shanghai Stock Exchange under listing code: 600318 and has an attributable market value of some two and 

a half times (as at end June 2010) our original RMB198 million investment.
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On 24 May 2010, the Company announced that it had entered into an agreement to buy a 25 per cent interest 

in Liaoning Changqing Cement Co. Limited (•Liaoning ChangqingŽ) from our former joint venture partner. 

Prosperity had sold its former 75 per cent interest in Liaoning Changqing to TCCI as part of the sale of its 

cement business. Given that Prosperity has a long established relationship with both the Vendor and TCCI, 

and the Directors believe that the price sought by the Vendor was attractive, the Directors also believed that it 

would be in the interests of Prosperity and its shareholders for Prosperity to purchase the 25 per cent equity 

interest in Liaoning Changqing from the Vendor.

IRON ORE

Iron ore imports into the PRC increased significantly by 41 per cent in 2009 on the back of strong demand from 

Chinese steel mills. Prosperity shipped record tonnage of 7.9 million tonnes of iron ore in the year under review, 

representing an 80 per cent increase from the 4.4 million tonnes shipped in the previous fiscal year. I wish to 

thank our experienced and hard-working iron ore trading team for their efforts in making this happen.

The Company•s focus remains increasing the tonnage shipped during the current fiscal year. Prosperity 

expects to ship more iron ore from Malaysia in future, following the signing of the iron ore master off-take 

agreement on 31 May 2010, which gives Prosperity first right of refusal for the Malaysian iron ore; however, the 

Company is not obliged to take any or all these shipments.

The Company has also maintained its prudent risk management policy, whereby it engages only in back-to-

back transactions with no inventory being held.

PROPERTY INVESTMENT AND 

DEVELOPMENT

PRC rea l es ta te inves tment and 

development is a new market for 

Prosperity but one in which our real 

estate development team and I have 

extensive experience. The Company 

established a real estate investment and 

development division in February 2010 

and appointed a professional team with the relevant experience and expertise to investigate potential projects. 

It is not the Company•s aim to become the biggest property company in the PRC but to be one of the most 

profitable; and I believe we have the capability to achieve this. On 1 June 2010, the Company announced that 

it is in the process of acquiring and developing certain property interests in the PRC.
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SHARE BUY-BACK AUTHORITY

In my view, equity markets are not always efficient, particularly when it comes to valuing underlying assets, 

even cash balances; and I have discussed this with a number of our shareholders. Subsequently, and with their 

agreement at an Extraordinary General Meeting (on 1 March 2010), we have established a share buy-back 

mechanism which can be used as a catalyst for narrowing the gap between net asset value per share and the 

current share price.

Under the share buy-back authority, the Company can repurchase up to 40,345,549 of its own shares, 

representing approximately 30 per cent of the outstanding issued shares of the Company. The maximum 

price to be paid per share is 120 per cent of the average mid-market closing price for the five business days 

immediately preceding the date of purchase. This authority is currently set to expire at the conclusion of the 

Company•s next Annual General Meeting (•AGMŽ) on 3 September 2010, although it may be renewed at that 

meeting.

The share buy-back by the Company pursuant to the share buy-back mandate constitutes a deemed 

acquisition by Prosperity International Holdings (H.K.) Limited (•PIHLŽ) of interests in the Company under the 

HK Listing Rules. Such level of cash utilisation would require PIHL to seek its shareholders• prior approval 

under the HK Listing Rules. The Company has therefore given PIHL an undertaking that it will not exercise its 

share buyback mandate to purchase more than £50.6 million of its own shares pursuant to the share buy-back 

mandate unless it has given prior notice to PIHL and any such further exercise is subject to PIHL complying with 

its obligations under the HK Listing Rules at the relevant time. I would like to emphasise that the undertaking 

does not restrict the Company from buying back more than £50.6 million of its own shares. In the event that 

the ceiling is reached, the Company is only required to allow PIHL more time to comply with its regulatory 

requirements. This undertaking also expires at the next AGM of the Company and, provided that the share 

buyback authority is renewed at the AGM, the Company intends to give a similar undertaking to PIHL.

The making and timing of any buy-back is at the discretion of the Board, taking into consideration the future 

funding needs of the Company, reduced liquidity of public float, current market conditions and pricing.

CORPORATE GOVERNANCE

The Company remains committed to achieving high standards of corporate governance, with the objective 

of building long term interests and maximising returns for its shareholders. I wish to thank our Non-executive 

Directors for their continued efforts in helping the Company to achieve and maintain these standards. Their 

valuable contributions are highly appreciated.
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BOARD CHANGES

Jian Ping Wu stepped down from the Prosperity Board with effect from 22 December 2009, following the 

signing of an agreement for Prosperity to sell its cement business. He remains a Director and General Manager 

of Yingde Dragon Mountain Cement Co. Ltd (•YDMŽ) and Prosperity Conch Cement Co. Ltd (•PCCŽ) which 

were sold (100 and 25 per cent respectively) to TCCI under the sale and purchase agreement. On behalf of 

myself and the Board, I wish to express my sincerest gratitude to Jian Ping Wu for his valuable contributions 

as an Executive Director of the Company.

I am pleased to report that Even Sheng was appointed to the Prosperity Board as an independent Non-

executive Director, effective 5 February 2010. Even Sheng, aged 67, has over 35 years experience in real estate 

and other industries in the PRC.

OUR PEOPLE

The Company•s achievements in the year were only made possible by the skill, dedication and passion of the 

people who work for Prosperity. On behalf of myself and the Board, I wish to express my sincerest gratitude 

to all management and staff for their hard work throughout the year.

I would also like to extend a special thank you to Prosperity•s cement management and staff and the 

professional teams which assisted Prosperity to complete the sale. I would also like to thank the noteholders 

and bankers who helped to fund the expansion of the Company•s cement manufacturing business.

SHAREHOLDERS

I would also like to thank our shareholders for their continued support.

DIVIDEND

A final dividend of 9.0 cents per ordinary share (2009: 1.7 cents) has been recommended by the Board. If 

approved at the AGM on 3 September 2010, the total dividend for the year will be 9.0 cents per ordinary share 

(2009: 1.7 cents).
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PROSPECTS

The PRC has a population of 1.34 billion people, which is some 20 per cent of the world•s population. The 

Chinese economy achieved 8.7 per cent GDP growth in 2009 and 11.9 per cent in the first quarter of 2010. 

All of the provinces in which Prosperity operates have a consistently higher GDP growth rate than the national 

average. The Company•s executive team and Board of Directors have in-depth knowledge of the Chinese 

market supported by a wealth of experience in doing business in the region.

Spectacular growth in the PRC economy over the last couple of decades has expanded the middle class in 

the country. Ordinary citizens are becoming more affluent which is driving demand for residential properties 

as they seek to increase their quality of living. Chinese people perceive property as a store of value and many 

choose to use their savings to invest in property. The PRC government•s long term policy of urbanisation is also 

underpinning demand for high quality housing in the cities.

Demand for iron ore in the PRC remains strong although continued volatility in the market remains a challenge. 

The Company is working towards continuing to increase iron ore tonnage shipped and the iron ore master off-

take agreement is a big step towards that goal.

I believe Prosperity is strongly positioned and able to grow the business and to continue to increase value for 

shareholders.

(David) Ben Koon Wong

Chairman & CEO

6 July 2010
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SECTION 1: FINANCIAL PERFORMANCE

PROFIT AND LOSS ACCOUNT

The profit and loss account for the reporting period included 

the cement manufacturing business, namely the results from 

Yingde Dragon Mountain Cement Co., Ltd (•YDMŽ), the profit 

from associates and loss from a jointly controlled entity; and iron 

ore trading.

For the 12 months ended 31 March 2010, revenue increased 31 per cent 

from $647.7 million for the previous year to $849.0 million, while gross profit for 

the period increased from $49.5 million to $72.0 million. The gross profit margin increased from 7.6 per cent 

to 8.5 per cent.

EBITDA was $43.5 million for the year (2009: $44.3 million) and included other operating income totaling 

$6.5 million (2009: $5.6 million), which originated from both the cement manufacturing and iron ore trading 

businesses.

Operating profit was 65 per cent higher at $35.6 million (2009: $21.6 million).

Gross interest expense was $16.6 million, down from $24.0 million in 2009, and this was covered 2.1 times 

(2009: 0.9 times) by operating profit; and 2.6 times (2009: 1.9 times) by EBITDA. Net finance costs were $14.9 

million (2009: $23.4 million) and exchange gain was $0.2 million (2009: exchange loss of $0.1 million).

The Company•s share of associate companies profits (less losses) i.e. 25 per cent of Prosperity Conch Cement 

Co., Ltd (•PCCŽ); 33.06 per cent of Anhui Chaodong Cement Co., Ltd (•ACCŽ); 30 per cent of Yunnan Kungang 

& K. Wah Construction Materials Company Ltd (•AnningŽ); 30 per cent of Baoshan Kungang & K. Wah Cement 

Construction Materials Company (•BaoshanŽ), amounted to $17.7 million (2009: $5 million).

The Company•s share of loss of a jointly controlled entity, 40 per cent interest in Guangzhou K. Wah Nanfang 

Cement Company Ltd (•Guangzhou NanfangŽ) was $5.7 million (2009: attributable loss of $2.7 million).

Profit before tax increased 140 per cent to $18.5 million from $7.7 million in the previous year. The provision 

for tax was 41 per cent of the profits before tax or $7.6 million (2009: $3.2 million).

Basic and diluted earnings per share amounted to 8.4 cents and 8.3 cents respectively (2009: both 4.0 cents).

The dividend for the year is expected to be 9.0 cents per ordinary share and includes a proposed final dividend 

of 9.0 cents. If this is approved at the AGM on 3 September 2010, it will be payable on 8 October 2010 to 

shareholders on the Company•s register at the close of business on 17 September 2010. The ex-dividend date 

is 15 September 2010.
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BALANCE SHEET AND CASHFLOW

There was a net cash outflow from operating activities of $15.7 million for the year (2009: inflow of $19.3 
million). Investing activities, including acquisitions, absorbed $17.4 million (2009: $67.5 million). Cash and cash 
equivalents at 31 March 2010 amounted to $74.4 million ($44.1 million from the continuing operations and 
$30.3 million from discontinued operations) (2009: $49.8 million).

Liquidity as measured by the current ratio (which is current assets divided by current liabilities) was 1.46 times 
(2009: 1.04 times). The quick ratio (which excludes stocks from current assets) was also 1.46 times (2009: 0.97 
times).

Capital expenditure of $112 million represented 13 per cent of revenue (2009: 3.5 per cent).

Net debt for the year end, defined as total borrowings net of cash and cash equivalents, was $9.3 million 
surplus (2009: debt of $157.6 million) compared to net assets of $293.2 million as at 31 March 2010 (2009: 
$279.3 million).

PROSPERITY AND THE PEOPLE•S REPUBLIC OF CHINA (•PRCŽ)

Prosperity operates in the PRC, a market of which it has in-depth knowledge and a wealth of experience. Since 
2006, and during the year under review, Prosperity was a major cement manufacturer in the PRC and iron 
ore trader serving the same market. On 1 February 2010, Prosperity established a real estate investment and 
development division with a focus on identifying and investigating opportunities in the PRC real estate market.

In a post-balance sheet event, Prosperity sold the majority of its cement interests in the PRC on 30 April 2010 
for a consideration of HK$3.8 billion (US$500 million) in cash.
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SECTION 2: PROSPERITY•S CEMENT OPERATIONS

THE PRC CEMENT MARKET
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PRC Cement Production Capacity 2004-2009 
(in million tonnes)

Source:  National Bureau of Statistics

Throughout 2009, the PRC Government maintained its efforts to rationalise the cement industry in order to 

reach world standards in technology and environmental protection by eliminating the smaller, less efficient 

manufacturers. The Government plans to eliminate 250 million tonnes of sub-standard capacity by 2010 which 

will also increase the ratio of dry method production to 70 per cent of the total from around 50 per cent when 

the plan was announced early in 2007. The number of cement plants is to be reduced from 5,000 in 2006 to 

3,500 by 2010 and 2,000 by 2020. As a large efficient cement manufacturer utilising modern suspension pre-

heater technology (also known as dry method of production), Prosperity•s business is well placed to benefit 

from these Government policies.

Coal is the primary source of energy in cement manufacturing and the single largest cost at nearly 50 per cent. 

Prosperity is experienced in the dynamics of the coal and energy markets. The Company uses a blend of coal 

to minimise the cost while maintaining the quality of cement produced at a high standard.

The residual heat electricity units at YDM, PCC and ACC reduce Prosperity•s energy costs and environmental 

impact while improving efficiency.
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PROSPERITY•S CEMENT MANUFACTURING INTERESTS

PROSPERITY•S CEMENT INTERESTS PRIOR TO THE SALE OF THE MAJORITY OF ITS CEMENT 

ASSETS COMPLETED ON 30 APRIL 2010

Existing cement and clinker 
manufacturing facilities 

Projects under development 

A B

D

E F

H

C

I

G

Existing Facilities

Location
Current total

capacity¹
(in million
tonnes pa)

% interest
Interest

acquired/
invested

Notes

A … YDM Yingde City, 
Guangdong Province 

5.9 100 April 2006 New modern dry
method production 

B … PCC Yingde City,
Guangdong Province 

7.9 25 April 2006 New modern dry
method production 

C … ACC Chaohu City,
Anhui Province 

3.4 33.06 June 2007 Expansion plans to
increase capacity to 5.4
Mt pa by the end of 2010 

D … Guangzhou
     Nanfang 

Guangzhou City,
Guangdong Province 

0.8 40 April 2008 Cement grinding facility 

E … Anning Anning City,
Yunnan Province 

2.7 30 May 2008 New modern dry
method production 

F … Baoshan Baoshan City,
Yunnan Province 

1.8 30 June 2008 New modern dry
method production 

¹ Total capacity … designed saleable capacity
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Projects under Development

Location
Current total

capacity¹
(in million
tonnes pa)

% interest
Interest

acquired/
invested

Notes

G … Chongqing 
    Greenfield 
    Project 

Chongqing Direct 
Municipal City 

0 100 Construction commenced 
in May 2009

Planned capacity by the 
end of fiscal 2010: 2 Mt pa

H … Liaoning
    Greenfield 
    Project  

Dengta City, 
Liaoning Province 

2.0 75 Construction commenced 
in August 2008

The new 2 Mt pa production 
line commenced trial 
production on 28 April 2010 
and is expected to start full 
production by 
September 2010 

I … Guizhou
    Greenfield 
    Project 
 

Guiyang City, 
Guizhou Province 

0 100 Construction commenced 
in May 2010

Planned capacity by the 
end of fiscal 2011: 2 Mt pa 

¹ Total capacity … designed saleable capacity

PROSPERITY•S CEMENT INTERESTS AFTER THE SALE OF THE MAJORITY OF ITS CEMENT 

ASSETS COMPLETED ON 30 APRIL 2010

Location
Current total

capacity¹
(in million
tonnes pa)

% interest
Interest

acquired/
invested

Notes

A … ACC Chaohu City, 
Anhui Province 

3.4 33.06 June 2007 Expansion plans to increase 
capacity to 5.4 Mt pa by the 
end of 2010 

B … Liaoning 
      Changqing 

Dengta City,
Liaoning Province 

2.0 25 In the process of acquiring 
the interest

The new 2 Mt pa production 
line commenced trial 
production on 28 April 2010 
and is expected to start full 
production by 
September 2010 

¹ Total capacity … designed saleable capacity
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PROSPERITY•S CEMENT OPERATIONS IN FISCAL 2009/10

(in $ million) Year performance for the period 
ended 31 March 2010

Year performance for the period 
ended 31 March 2009

Profit from discontinued operations 20.41 (4.9)2

ACC3 0.1 (4.0)

¹ Profit from discontinued operations for the period ended 31 March 2010: 100% of YDM; 100% of Chongqing and Guizhou 

Greenfield projects; 75% of Liaoning Changqing, all up to 31 March 2010; and 25% of PCC; 30% of Anning and 30% of 

Baoshan all up to 31 December 2009

² Profit from discontinued operations for the period ended 31 March 2009: 100% of YDM; 100% of Chongqing and Guizhou 

Greenfield projects; 75% of Liaoning Changqing; 25% of PCC; 30% of Anning from 1 May 2008 and 30% of Baoshan from 

21 July 2008

3 Following the sale of the majority of its cement assets concluded on 30 April 2010, Prosperity retained its 33.06% interest 

in ACC

YINGDE DRAGON MOUNTAIN CEMENT COMPANY

During the period under review, Prosperity held 100 per cent of YDM. During the fiscal year 2009/10 YDM 

contributed $29.5 million to segment profit (2009: $12.8 million). Throughout the period, YDM operated at near 

full capacity and inventory was stable.
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PROSPERITY CONCH CEMENT COMPANY

During the period under review, Prosperity held a 25 

per cent interest in PCC, which is situated adjacent 

to YDM and, as such, experiences similar conditions. 

PCC contributed a share of profit of associates of $13.1 

million (2009: $8.4 million).

ANHUI CHAODONG CEMENT COMPANY

Prosperity holds a 33.06 per cent interest in ACC, which 

is a cement and clinker production facility in Chao Hu 

City, Anhui Province. It is listed on the Shanghai Stock 

Exhange under the listing code: 600318. ACC reported 

an attributable profit of $0.1 million (2009: attributable 

loss of $4.0 million).

Construction of the new residual heat electricity generation 

unit at ACC•s clinker production line commissioned in 

December 2008, was completed and successfully commissioned in September 2009.

Construction of the second new clinker production line at ACC is on schedule and is expected to be completed 

by the end of calendar 2010. The new production line will add a further 2.0 million tonnes per year to ACC•s 

current saleable capacity of 3.4 million tonnes of cement and clinker.
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GUANGZHOU K. WAH NANFANG CEMENT 

COMPANY

During the period under review, Prosperity held a 40 per cent 

interest in Guangzhou Nanfang. It is a cement grinding facility 

located in downtown Guangzhou City, Guangdong Province, 

with a designed saleable capacity of 0.8 million tonnes of 

cement.

Guangzhou Nanfang continued to consume a substantial 

amount of clinker from YDM during the period, thereby 

strengthening YDM•s sales and denying competing grinding 

facilities in the region access to that clinker.

Guangzhou Nanfang, however , su f fe red f rom i ts 

comparatively small capacity and keen competition in the 

region, reporting an attributable loss of $5.7 million in the year 

under review (2009: attributable loss of $2.7 million).

YUNNAN KUNGANG & K. WAH CEMENT CONSTRUCTION MATERIALS COMPANY

During the period under review, Prosperity held a 30 per cent interest in Anning. It is a cement and clinker 

production facility located in Anning City, Yunnan Province. The plant has a designed saleable capacity of 2.7 

million tonnes of cement and clinker per year.

Anning reported an attributable profit of $2.4 million (2009: attributable loss of $0.2 million).
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BAOSHAN KUNGANG & K. WAH CEMENT CONSTRUCTION 

MATERIALS COMPANY

During the period under review, Prosperity held a 30 per cent interest in 

Baoshan. It is a cement and clinker production facility located in Baoshan 

City, Yunnan province and has a designed saleable capacity of 1.8 million 

tonnes of cement and clinker per year. Baoshan contributed an attributable 

profit of $2.1 million (2009: $0.8 million).

LIAONING CHANGQING CEMENT COMPANY

During the period under review, Prosperity held a 75 per cent interest in 

a greenfield cement and clinker project near Shenyang, the capital city of 

Liaoning Province in northern China. The new 2.0 million tonnes per year 

clinker production line commenced trial production on 28 April 2010 and is 

expected to commence full production by September 2010.

On 22 May 2010, Prosperity entered 

into an agreement to purchase a 

25 per cent interest in Liaoning 

Changqing from its former joint 

venture partner.

GREENFIELD CEMENT PROJECT IN CHONGQING MUNICIPAL CITY

During the period under review, Prosperity held a 100 per cent interest in a greenfield cement and clinker 

production facility in Chongqing Municipal City.

Construction of a 2.0 million tonnes per year clinker production line commenced in May 2009 and is expected 

to be commissioned by the end of fiscal 2011.

GREENFIELD CEMENT PROJECT IN GUIZHOU PROVINCE

During the period under review, Prosperity held a 100 per cent interest in a greenfield cement and clinker 

project in Guiyang City, the capital of Guizhou Province. The first clinker production line of 2.0 million tonnes 

per year is expected to be completed by the end of fiscal 2011.
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SECTION 3: PROSPERITY•S IRON ORE OPERATIONS

THE PRC STEEL MARKET
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The continued long term trends of urbanisation and industrialisation in China, together with the government•s 
fiscal stimulus package announced in November 2008, culminated in record steel production of 568m tonnes 
in calendar 2009, an increase of 13 per cent on the previous year. During the same period, steel production 
in the rest of the world decreased by 21��per cent, underlining the inherent ability of the PRC to weather global 
financial crises like the one experienced in 2008 and 2009. A recovery of global steel demand was only seen 
in late 2009.

The higher demand for steel saw the supply of raw materials such as iron ore and coal tightening which resulted 
in higher prices for these commodities in 2009.
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THE PRC IRON ORE MARKET

2009 was an exceptional year for the iron ore industry; firstly because of record import tonnage of 627m tonnes 

by the PRC (an increase of 41 per cent on the previous year), and secondly because of the abandoning by the 

major suppliers of the long-standing, traditional benchmark pricing system for iron ore in favour of a quarterly 

pricing system.

The strong demand for iron ore from the PRC, together with the rest-of-the-world recovery, stimulated 

seaborne trade during the period under review. The tightening supply situation forced the reinvigoration of the 

PRC•s domestic iron ore market … the low grade, high cost producers who failed to compete in the downturn. 

Consequently,  the domestic production of crude iron ore increased by 8 per cent to a record 880m tonnes. 

The majority of the major PRC steel mills favour the higher quality (63%+ iron content) of imported ore over 

domestic ore which typically contains about 30 per cent iron and has to be concentrated to meet the required 

quality standards. For this reason production of high cost domestic ore is used to balance the market with 

respect to supply, as well as underpinning the spot price of iron ore.
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PRC Supply of Iron Ore to the Steel Mills

Year Domestic Production (Crude Ore)
 Million tonnes % change 

Imports 
 Million tonnes % change 

2005  421 +25%  275 +13% 

2006  599 +43%  326 +19% 

2007  707 +18%  383 +17% 

2008  808 +13%  444 +16%

2009  880 +8%  628 +41% 

Source: Umetal.net
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PROSPERITY•S IRON ORE TRADING OPERATIONS IN FISCAL 2009/10

Fiscal Year ended 31 March 2010 Fiscal Year ended 31 March 2009

Revenue ($ million) 648.0 467.0

Segment profit¹ ($ million) 10.3 14.7

Volume shipped (million tonnes) 7.9 4.4

¹ Segment profit: net profit after taxation, adjusted for head office or corporate administration costs which are not specifically 

attributable to individual segments

Prosperity•s iron ore trading business performed well and contributed a segment profit of $10.3 million (2009: 

$14.7 million). Prosperity•s experienced and diligent iron ore trading team managed to substantially increase 

the total tonnage shipped in the fiscal year 2009/10 to 7.9 million tonnes from 4.4 million tonnes in the previous 

period, representing an increase of 80 per cent. Segment profit per tonne, however, was lower than the 

previous year due to continued volatility in the market and a substantial drop in iron ore prices in the first half 

of the year under review when Prosperity shipped most of its iron ore.

The Company•s focus remains on increasing tonnage shipped during the current fiscal year. Prosperity expects 

to ship more iron ore from Malaysia in future, following the signing of the iron ore master off-take agreement on 

31 May 2010.
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Trading model

Prosperity has 19 years• experience in iron ore trading that, combined with long-standing relationships with 

raw material suppliers and port operators, enables the iron ore trading team to provide a highly valuable 

service to both suppliers and customers. In particular, the Company provides support in the areas of logistics, 

financial solutions and technical support, as well as assisting customers to locate and acquire iron ore with the 

specifications they require.

Prosperity sources iron ore directly from major international suppliers in South Africa, Brazil and Australia, as 

well as Thailand and Malaysia. The Company maintained its prudent risk management policy, engaging only in 

back-to-back transactions and holding no inventory.

The majority of Prosperity•s customers are among the top 20 largest steel mills in the PRC.

SECTION 4: PROSPERITY•S REAL ESTATE AND INVESTMENT BUSINESS

THE PRC REAL ESTATE MARKET

The Chinese economy is the world•s third largest, after the US and Japan. Spectacular growth in the PRC 

economy over the last couple of decades has expanded the middle class in the country. Ordinary citizens are 

becoming more affluent which is driving demand for residential properties as they seek to improve their quality 

of living. Chinese people perceive property as a store of value and many choose to use their savings to invest. 

The PRC government•s long term policy of urbanisation is also underpinning demand for high quality housing in 

the cities. Simlarly, older existing supply of housing, especially those built in the 1900s, tends to be of a lower 

quality and standard and, as such, new developments are highly sought after.
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Prosperity•s Real Estate Investment and Development Division

The real estate investment and development industry in the PRC is a new market for Prosperity but one in 

which our real estate development team and David Ben Koon Wong, Chairman and CEO, have considerable 

experience. The Company established a real estate investment and development division in February 2010 

and appointed a professional team with the relevant experience and expertise to investigate potential projects. 

It is not the Company•s aim to become the biggest property company in the PRC but to be one of the most 

profitable.

On 1 June 2010, Prosperity announced that it had entered into a number of conditional agreements for the 

acquisition of property interests in the PRC. These agreements comprised the following investment and 

development projects.

A … The Fujian Joint Venture Agreement

On 31 May 2010, Prosperity entered into a conditional agreement with Xiamen Jangguang Shiji Property 

Development Company Limited (•Xiamen YangguangŽ) in which the parties agreed to establish a 50-50 joint 

venture company (the •Fujian JV CompanyŽ) for the purpose of executing real estate development projects on 

adjacent sites in Changtai County, Zhangzhou, Fujian Province.

The two developments form part of a comprehensive resort and residential development project, with a focus 

on hot spring resort facilities and ancillary high-end residential, commercial and recreational facilities.

The maximum equity investment from the Company is RMB480 million (approximately $70.7 million).
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a … The Fujian Hot Spring and Resort Project

The Fijian Hot Spring and Resort Project is primarily a hot spring and resort development project. The project 

site consists of a planning area of not less than 4,653 mu1, of which 2,668 mu have been requisitioned and 

leased. As at the date of the joint venture agreement, the Fujian JV Company has paid (i) the land grant premium 

for the acquisition of the land use rights of 65 mu of the project site; and (ii) the rents for 2,603 mu of the project 

site.

The Fujian Hot Spring and Resort Project will consist of three phases which, upon completion, will comprise a 

commercial area, high-end residential units and clubhouses.

b … Fujian Residential Project

The Fujian Residential Project is primarily a residential and ancillary facilities development project situated next 

to the Fujian Hot Spring and Resort Project. The project site currently has an area of 300 mu that is already 

requisitioned and leased.

1 mu: a measurement for the area of land commonly used in the PRC which is equivalent to approximately 666.7 square metres 

or approximately 0.165 acres.

B … The Guangzhou Properties Agreement

On 31 May 2010, Prosperity entered into a conditional agreement with Cheong Sing Merchandise Agency 

Limited (•Cheong SingŽ) and Splendid City Limited (•Splendid CityŽ) pursuant to which Prosperity conditionally 

agreed to acquire the entire equity interest in Bliss Hero Investment Limited (•Bliss 

Hero HKŽ) which holds certain property interests in Guangzhou City, Guangdong 

Province, as described below.

a … Silver Bay Plaza

Silver Bay Plaza was completed in 2004 and has a total gross floor area of 

approximately 19,900 square metres, comprising 26 floors and 2 underground 

floors. Through its wholly-owned subsidiary, Bliss Hero GZ, Bliss Hero HK owns 

approximately 11,472 square metres of office and commercial space in Silver Bay 

Plaza. As at 6 July 2010, the office and commercial space owned by Bliss Hero 

HK has a 90 per cent occupancy rate.
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b … Dongfang Wende Plaza

Through Bliss Hero GZ, Bliss Hero HK also holds a 55 per cent interest in Guangzhou Fuchun Dongfang 

Real Estate Investment Co., Ltd (•Fuchun DongfangŽ). Fuchun Dongfang is the owner of the land use rights in 

respect of two land parcels situated at Datang Street Section, Wende Road North, Wenming Road Northward 

and Wende Road Eastward with an aggregate site area of 13,814 square metres. A development project 

known as Dongfang Wende Plaza is currently under construction on this site. The Dongfang Wende Plaza 

development comprises a 4 floor shopping arcade with 4 basement floors (one of which is to be part of the 

shopping arcade and the other 3 will form a car park) on top of which will be constructed 3 residential buildings 

with 35 floors, one residential building with 29 floors and one residential building with 25 floors. The aggregate 

floor area will be approximately 164,307 square metres. Construction work for Dongfang Wende Plaza has 

commenced and it is anticipated that the development will be completed by mid 2011 with pre-sale of two of 

the residential buildings scheduled for September 2010.

The Guangzhou Property Agreement constitutes a related party transaction. As announced on 1 June 

2010, completion of the transaction requires approval of the Independent Directors, having first consulted 

the Company•s Nominated Advisor, Daniel Stewart & Company plc, as to whether or not the terms of the 

acquisition are fair and reasonable insofar as the Company•s shareholders are concerned. Shareholders of 

the Company•s controlling shareholder, Prosperity International Holdings (H.K.) Limited (•PIHLŽ) must also 

approve this transaction and so the transaction is therefore expected to complete by 31 August 2010, once 

the shareholders of PIHL have voted at a special general meeting of PIHL.
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SECTION 5: EXCHANGE, RISK AND SHARE PRICE

EXCHANGE MOVEMENTS

The Company•s sales and cost base of the cement operations are denominated in RMB whereas its sales and 

cost base in iron ore trading are denominated in US dollars. As the exchange risk is limited in scope, there is 

no forward exchange contract currently in place.

Financial risk management

The principal credit risk for Prosperity is trade receivables. However, this is limited by the fact that the 

Company•s cement sales have been settled largely in cash against delivery and prepayments. Credit terms are 

carefully granted to Government related projects. Similarly, Prosperity•s iron ore customers are predominantly 

the large steel mills or major importers in the PRC and the trade receivables are supported by letters of credit 

issued by reputable banks.

The RMB denominated loans are related to the construction and working capital finance of the cement 

operations. The tenor is ranging from one to three years.

The US dollars denominated loans relating to the iron ore trading activities are transit loans supported by the 

letters of credit issued by reputable banks. The tenor is less than 90 days.

Share price

During the fiscal year 2009/10, the share price has traded in a range of 23 pence to 172.5 pence. As at 

6 July 2010 the share price was 146 pence and, at that price, the market capitalization is £197.8 million 

(approximately $298.7 million).
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The Directors• and Senior Managers• biographical details are set out below:

Executive Directors

(David) Ben Koon Wong

David Wong, aged 57, is the co-founder of the Company and Chairman and Chief Executive Officer. He 

is responsible for the strategic planning, business development and overall management. David has more 

than 30 years• experience trading building materials and arranging logistics, with more than 16 years of this 

experience focused on cement and iron ore trading. Prior to 1980, Mr Wong was a sales manager with Reliance 

Transportation Company, a sole proprietorship, engaged in the trading and transportation of building materials 

in Hong Kong. David is also the Chairman of Prosperity International Holdings (H.K.) Limited.

Patrick Siu Ming Li

Patrick Li, aged 47, is an Executive Director and the Chief Financial Officer of the Company. He is responsible 

for the banking, treasury and accounting matters and supervises the finance and accounting staff. Patrick 

has more than 20 years• experience in the banking and financial services industry and acted as Head of Risk 

Management in the Global Commodities Group at Fortis Bank (Hong Kong and Shanghai) and as the Vice 

President for Finance of the Titan Petrochemicals Group Limited before joining the Company. Patrick obtained 

a Bachelors degree in Social Sciences from the University of Hong Kong in 1985 and a Bachelors degree in 

Law from Manchester Metropolitan University in 1996. Patrick has also obtained a post-graduate diploma 

in Corporate Administration in 2000 and a Masters degree in Professional Accounting from the Hong Kong 

Polytechnic University in 2001. Patrick is an associate of the Hong Kong Institute of Company Secretaries and 

the Institute of Chartered Secretaries and Administrators.

(David) Ben Koon Wong

Chairman & CEO

Anthony John Williams

Non-executive Director

Patrick Siu Ming Li

Executive Director & CFO 

Sandy Chun-Kwan Chim

Non-executive Director

Johannes Petrus Mulder

Executive Director

Michael Kim Hung Yuen

Non-executive Director
John Campbell Robertson

Non-executive Director

Yu Lin Zhao

Non-executive Director

Even Seng

Non-executive Director
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Johannes Petrus Mulder

JP Mulder is an Executive Director of the Company. He is responsible for overseeing the strategic planning 

of iron ore trading and the potential iron ore mining businesses. JP joined Prosperity from Exxaro Resources 

(formerly Kumba Resources) where he worked as a General Manager and then Manager of Business 

Development in South Africa. He also held senior positions in Kumba Resources, which is one of the leading 

iron ore companies in South Africa, including the Chief Representative of Kumba Resources, Beijing (1997-

2002), and a Director and General Manager of Kumba Hong Kong Ltd (2003-2006) and Kumba Hongye Zinc 

Company.

JP, aged 63, holds a Bachelors degree in Mining Engineering from the University of Pretoria, and a Masters 

degree in Business Economics from the University of South Africa. He has extensive experience in the steel and 

mining industries. During his nine years in Beijing and Hong Kong, JP spearheaded the China strategy of the 

company and was also involved in marketing of iron ore in Asia. JP is also an Executive Director of Prosperity 

International Holdings (H.K.) Limited.

Non-executive Directors

John Campbell Robertson

John Robertson, aged 65, graduated with a BSc in Engineering from the University of St Andrews and then 

completed his doctorate from the University of Dundee. He began his career in 1970 with J. Henry Schroder 

Wagg, the London merchant bank and, in 1972, he joined the corporate finance department of Cannon Street 

Investments. In 1975, he joined the Ultramar group of companies where he held a number of senior positions in 

London, Montreal, Toronto and New York and gained experience in corporate development, investor relations 

and supply operations. Much of his career at Ultramar was with the principal Canadian subsidiary, Ultramar 

Canada, where he was Senior Vice President Corporate Development and subsequently Senior Vice President 

Supply Operations.

In 1992, John returned to London and joined Durlacher, a UK stockbroker where he advised corporate finance 

clients. From February 1995 until his retirement in June 2005 he was a Director of Nabarro Wells & Co., the 

London based independent corporate finance advisory firm where he brought a number of significant oil and 

gas and mining companies to AIM.

John is a Non-executive Director of Elixir Petroleum Limited, the ASX listed oil company, and a Non-executive 

Director of Petro Matad Limited, an oil exploration company with interests in Mongolia.
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Anthony John Williams

Anthony Williams (also known as •TonyŽ), aged 56, graduated from the University of Otago with a Bachelors 

degree in Economics and Philosophy in 1975 and from the University of Manchester with a Masters degree in 

Economics in 1977. After working as a tutor in Economics at the University of Leeds, Anthony began his career 

in 1979 as the Business Correspondent for Building magazine where he worked for four years, becoming both 

News and Business Editor.

Anthony joined Phillips & Drew, now part of UBS, as a building and construction analyst in 1983 where he 

became a Director in January 1988 as his building research team rose to a top five ranking. In 1989, Anthony 

joined Morgan Stanley as Head of Building & Construction Research, initiating coverage of building materials 

and construction equities on a global basis.

He joined Tarmac plc as Director of Corporate Planning in 1992. During his time with Tarmac it underwent 

extensive rationalisation, financial reconstruction and international expansion. In 1996 he worked for ING 

Barings as a Director in Global Corporate Finance and latterly was a Director of European Equities at ABN 

AMRO.

In 2002 he founded Building Value, an independent strategic advisory firm, with a focus on the building 

materials, construction, real estate and support services sectors. Anthony is also Non-executive Chairman of 

Watts Group PLC, the international property and construction consultants and a Non-executive Director of ikon 

Consultancy Ltd..

Sandy Chun-Kwan Chim

Sandy Chim, aged 55, graduated from the University of New South Wales in Australia with a Bachelors degree 

in Commerce in 1980 and from the Schulich School of Business at York University in Canada with a Masters 

degree in Business Administration in 1984. He was first qualified as a Chartered Accountant in Australia and is 

now a Fellow Member of the Hong Kong Institute of Certified Public Accountants, a Member of the Institute of 

Chartered Accountants of Ontario and a Member of the Institute of Chartered Secretaries and Administrators.

Sandy is currently the Chairman of the Board and CEO of Augyva Mining Resources Inc., a Canadian iron ore 

resource company listed on the TSX Venture Exchange, and Chairman of Century Iron Ore Group, a private 

group investing in iron ore assets globally. He is also an independent Non-executive Director of Sage Gold Inc., 

a company listed on the TSX Venture Exchange.

In addition to his previous and current board positions in public companies listed in London, Toronto, Hong 

Kong and Australia, Sandy is also a Member of the Supervisory Board of Anhui Chaodong Cement Co. Limited, 

which is listed on the Shanghai Stock Exchange of the People•s Republic of China, of which Prosperity is a 

substantial shareholder.
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Michael Kim Hung Yuen

Michael Yuen, aged 47, graduated from Hong Kong Polytechnic with a Professional Diploma in Accountancy in 

1983. He is a Fellow of the Association of Chartered Certified Accounts (ACCA), a Member of the Hong Kong 

Institute of Certified Public Accountants (HKICPA) and the Certified General Accountants Association (CGA). 

Michael previously worked in Poon, Mak & Wan, Certified Public Accountants as an Audit Manager from 1995 

to 1998. He is currently the sole proprietor of Michael Yuen & Co., a Hong Kong Certified Public Accountants 

firm, and has acted as an independent Non-executive Director of Prosperity International Holdings (H.K.) 

Limited and New Universe International Group Limited since 2002.

Yu Lin Zhao

Yu Lin Zhao, aged 63, graduated from the Chemistry Department of Fudan University, Shanghai in 1968, and 

has more than 30 years• experience in the cement manufacturing industry. He began his career in 1970 with 

Guizhou Shuichen Cement factory, working as a member of the engineering technical staff. In 1976, he joined 

the Guangxi Liuzhou Cement factory, as a production control engineer. He was promoted to Technical Section 

Engineer and External Affairs Section Chief at the factory. Yu Lin acted as a Director of the Guangxi Liuzhou 

Cement Factory and Secretary of the Party Committee from 1992 to 1994.

Yu Lin was appointed as Vice Party Secretary of Liuzhou Municipal Committee of the CPC in 1994 and was the 

mayor of Liuzhou Municipality from 1995 to 1997. He subsequently worked as the Party Committee Secretary 

and General Manager of China Light Industry Raw & Processed Material Head Company from 1997 to 2006 

when he retired.

Even Sheng

Even Sheng was appointed to the Prosperity Board as an independent Non-executive Director, effective 5 

February 2010. He has over 35 years experience in real estate and other industries in the PRC. He is currently 

a member of the Chinese People•s Political Consultative Council.
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Senior Management

The Directors are supported by the following senior managers:

Selina Yuen Yee So

Selina So, aged 48, is the General Manager of the Company•s iron ore business. She is responsible for the 

implementation and development of corporate strategy and Company administration, including the operation 

of trading activities. She began her career in 1981 with Robin Information Systems and subsequently took 

on various administrative positions with companies including Radofin Electronics (FE) Ltd, High Fashion 

Garments Ltd and Leshons Enterprises Ltd. Selina joined Prosperity Merchandise Agency Ltd, a company 

controlled by David Wong, in 1988 as a Director•s Assistant. In 2003, she was the Director and General 

Manager of Prosperity Minerals (Asia) Limited and subsequently took up the position of General Manager of 

Prosperity Minerals Limited in February 2004. Selina graduated from HKU Space with a Diploma in Marketing 

Management in 1998.

Kenneth Hung Yuen Yeung

Kenneth Yeung, aged 40, is Prosperity•s Group Financial Controller. Kenneth is responsible for overseeing 

all accounting and treasury functions and assists the Chief Financial Officer in handling banking relationships 

and matters. He began his career with the Nanyang Commercial Bank as an Account Executive in 1993. 

From 1996 to 2003, he served as the Assistant Manager at Dai-Ichi Kangyo Bank Ltd (Hong Kong Branch) 

and subsequently became the Assistant Manager … Finance at Pacific Ports Company Limited, responsible 

for managing the daily accounting operation of a joint venture in Xiamen. Kenneth was also employed as an 

accountant from 1999 to 2002 during his employment with APP (HK) Ltd. Prior to joining the Company he was 

the Chief Financial Officer and Company Secretary of Ningbo Yidong Electronic Company Limited from 2003 

to 2005, assisting in the company•s initial public offering in Hong Kong in November 2003. Kenneth graduated 

from Hong Kong Polytechnic with a BA in Business Studies in 1993. He is also a Member of the Association 

of Chartered Certified Accounts (ACCA) and Hong Kong Institute of Certified Public Accountants (HKICPA).

Siu Wai Tam

Siu Wai Tam, aged 62, is the Deputy General Manager of the Company•s iron ore business. He graduated 

from the University of Guangzhou in 1978 and has more than 20 years• experience in the steel manufacturing 

industry. Siu Wai began his career with Guangzhou Iron and Steel Corporation as a technician. He joined 

Prosperity in 1998 and is currently responsible for maintaining customer relations and implementing the iron 

ore trading business• marketing strategy.
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The Directors are pleased to present their annual report on the affairs of the Company and the audited 

consolidated financial statements for the year ended 31 March 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company throughout the year was the manufacture and sale of cement in the 

People•s Republic of China and trading of iron ore in the same market.

Business Review

A review of the Company•s performance, business activities and future developments is contained in the 

Chairman•s Statement on pages 5 to 10.

Results

The Consolidated Income Statement is set out on pages 47 to 48 and shows the Company•s results for the 

year ended 31 March 2010.

Dividends

The Directors have recommended the payment of a final dividend of 9 cents per ordinary share. If approved at 

the Annual General Meeting on 3 September 2010, this will result in a total dividend for the year of 9 cents per 

ordinary share (2009: 1.7 cents).
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Directors

The Directors of the Company during the year were as follows:

 Date of Date of
 appointment resignation

(David) Ben Koon Wong¹ 26 January 2006 …

Patrick Siu Ming Li¹ 26 January 2006 …

Johannes Petrus Mulder¹ 1 April 2007 …

Jian Ping Wu¹ 25 April 2006 22 December 2009

John Campbell Robertson³ 25 April 2006 

Anthony John Williams³ 25 April 2006 …

Sandy Chun-Kwan Chim² 25 April 2006 …

Ben Ren Liu³ 25 April 2006 8 July 2009

Michael Kim Hung Yuen³ 25 April 2006 …

Yu Lin Zhao³ 25 April 2006 …

Even Sheng³ 5 February 2010 …

¹ Executive Director

² Non-executive Director

³ Independent Non-executive Director

In accordance with the Articles of Association, Mssrs Patrick Siu Ming Li, Sandy Chun-Kwan Chim and Yu Lin 

Zhao will retire by way of rotation and each will submit themselves for re-election at the AGM.

The Directors• biographical details are set out on pages 29 to 32.
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The Directors who served the Company during the year together with their beneficial interests, including family 

holdings, in the ordinary shares of the Company as at 31 March 2010 were as follows:

 At 31 March  On Admission
 2010 Percentage of  Percentage of
 Number of issued share Number of  issued share
 ordinary shares capital ordinary shares capital

(David) Ben Koon Wong¹ 81,041,663 59.82% 32,940,515 25.52%

Sandy Chun-Kwan Chim 554,180 0.41% 337,838 0.26%

Patrick Siu Ming Li 43,121 0.03% … …

John Campbell Robertson 10,000 0.01% … …

Anthony John Williams 10,000 0.01% … …

Notes:

(1) (David) Ben Koon Wong, co-founder of the Group and Chairman and Chief Executive Officer of the Company, directly 

and through his controlled associates, hold a combined 74.19 per cent interest in Prosperity International Holdings (H.K.) 

Limited and a 65 per cent interest in Prosperity Minerals Group Limited, Max Start Holdings Limited and Max Will Profits 

Limited, giving him an indirect interest in 74,166,168 ordinary shares of the Company. He also directly holds 6,875,495 

ordinary shares of the Company. In total he holds a combined direct and indirect interest in 81,041,663 ordinary shares of 

the Company, representing a 59.82 per cent of the issued share capital.

SHARE CAPITAL

Details of the share capital of the Company as at 31 March 2010 are set out in the financial statements.

EMPLOYEES

The Company•s policy is to consult and discuss with the employees on matters likely to affect employee 

interests, including information about the Company•s achievements and plans. This is accomplished through 

individual performance reviews and team briefings. Participation by employees in the progress, environmental 

protection and profitability of the Company is encouraged, where appropriate through annual fixed bonus and 

performance-related bonus payments and share option schemes.

It is the Company•s policy to ensure equal opportunity for employment, training, career development and 

promotion, irrespective of sex, race, religion or disability. In the event of members of staff becoming disabled, 

every effort would be made to ensure that their employment with the Company continues and that appropriate 

training is arranged.



Directors• Report (Continued)

Prosperity Minerals Holdings Limited  € Annual Report 2010 37

GOING CONCERN

After making appropriate enquiries, the Directors have a reasonable expectation that the Company has 

adequate resources to continue in operation for the foreseeable future. Consequently, the Directors have 

continued to adopt the going concern basis in preparing the financial statements of the Company for the year 

ended 31 March 2010.

POST BALANCE SHEET EVENTS

Post balance sheet events are disclosed in the financial statements.

AUDITORS

The Directors appointed KPMG as the auditors of the Company. A resolution to reappoint KMPG as auditors 

of the Company will be proposed at the AGM.

On behalf of the Board

Patrick Siu Ming Li

Executive Director & CFO

6 July 2010
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There are no specific corporate rules in Jersey. However, the Directors recognise the value of the principles 

of good governance and the Combined Code. As an AIM company there is no requirement to adopt the 

Combined Code, however, the Directors intend to continue to comply with its main provisions as far as is 

practicable and appropriate having regard to the size and nature of the Company.

THE BOARD

The Board of the Company consists of three Executive Directors, who hold the key operational positions in the 

Company, and six Non-executive Directors, who bring a breadth of experience and knowledge. Five of these 

Non-executive Directors are independent of management and any business or other relationship that could 

interfere with the exercise of their independent judgment. The composition of the Board ensures that no one 

individual or group dominates the decision making process.

BOARD MEETINGS

In addition to ad hoc meetings arranged to discuss particular transactions and events and the AGM, the Board 

met on 25 occasions during the year under review. The Audit Committee met on two occasions. Nomination 

Committee meetings are held in combination with Remuneration Meetings. The Remuneration and Nomination 

Committees met four times. The attendance record of the Directors is set out on the table below.
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   Remuneration 
 Board Audit and Nomination
 Meeting Committee Committees

Number of meetings 25 2 4

(David) Ben Koon Wong 25 … …

Patrick Siu Ming Li 25 … …

Johannes Petrus Mulder 25 … …

Jian Ping Wu 17 … …

Sandy Chun-Kwan Chim #º 25 … 4

John Campbell Robertson *#º 25 2 4

Anthony John Williams *#º 25 2 4

Michael Kim Hung Yuen *#º 25 2 4

Ben Ren Liu 1 … …

Yu Lin Zhao 25 … …

Even Sheng 5 … …

* Audit Committee Members
# Remuneration Committee Members

º Nomination Committee Members

AUDIT COMMITTEE

The Audit Committee currently comprises three Non-executive Directors. It is chaired by Michael Kim Hung 

Yuen, who is a fellow of the Association of Chartered Certified Accountants and who possesses the relevant 

financial experience, and currently comprises John Campbell Robertson and Anthony John Williams.

The terms of reference for the Audit Committee, which have been agreed by the Board and are available to 

shareholders on request, provide that it will receive and review reports from the Company•s management and 

the auditors relating to the annual and interim accounts and the Company•s accounting and internal control 

systems. The terms of reference also provide for the Audit Committee to have unrestricted access to the 

Company•s auditors.
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During fiscal 2009/10 the Committee met twice with each committee member attending all meetings. These 

are attended by a Partner, Senior Manager and Manager of KPMG by invitation; the Chief Financial Officer; the 

Group Financial Controller; and Sandy Chun-Kwan Chim.

REMUNERATION COMMITTEE

The Remuneration Committee currently comprises four Non-executive Directors and is chaired by Anthony 

John Williams. The Committee members are Anthony John Williams, Sandy Chun-Kwan Chim, Michael Kim 

Hung Yuen and John Campbell Robertson.

The terms of reference for the Remuneration Committee provide that it will review the scale and structure of the 

Company•s Executive Directors• remuneration and the terms of their service contracts. The remuneration and 

terms and conditions of appointment of the Company•s Non-executive Directors will be set by the Board. No 

Director may participate in any meeting at which discussion or any decision regarding his own remuneration 

takes place. The Remuneration Committee also administers the Company•s share option scheme.

During fiscal 2009/10 the Remuneration Committee met four times.

NOMINATION COMMITTEE

The Nomination Committee currently comprises four Non-executive Directors and is chaired by John Campbell 

Robertson. The Committee members are John Campbell Robertson, Sandy Chun-Kwan Chim, Michael Kim 

Hung Yuen and Anthony John Williams.

The terms of reference for the nomination committee provide that it will regularly review the structure, size and 

composition required of the Board, give full consideration to succession planning for Directors and other senior 

executives and be responsible for identifying and nominating candidates to fill board vacancies.

Nomination Committee meetings are held in combination with Remuneration Committee meetings as 

appropriate. During fiscal 2009/10 the Nomination Committee met four times.
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INTERNAL CONTROLS

The Board is ultimately responsible for the Company•s system of internal control and for reviewing its 

effectiveness and confirms that this review has been conducted during the period. However, such a system 

is designed to manage rather than eliminate the risk of failure to achieve business objectives and can provide 

only reasonable and not absolute assurance against misstatement or loss.

The Board confirms that there is an ongoing process for identifying, evaluating and managing the significant 

risks faced by the Company, which was in place for fiscal 2009/10 and up to the date of approval of the Annual 

Report and Accounts and that this process is regularly reviewed by the Board and accords with the guidance.

The key elements of the internal control system may be described as the control environment which is 

represented by the following:

€ the key business objectives which are clearly specified at all levels within the business;

€ an organisational structure which sets out details of reporting lines and appropriate limits of authority for 

different processes;

€ the arrangement of policies which deal with control issues in respect of corporate governance, 

management of accounting, financial reporting and risk management; and

€ a management team which operates on the basis of regular performance reports and dialogue with the 

Board.

The management of all forms of risk continues to be an important part of ensuring that the Company creates 

and protects value for the Company•s shareholders. Given the size of the Company the executive members 

of the Board are closely involved in the day-to-day management of the business and are directly responsible 

for key areas of risk. They report regularly through a self-assessment process to the rest of the Board on 

significant changes of risks in their business and how these risks are being managed. A member of the Board 

has responsibility on behalf of the Board, for overseeing these processes, for providing a degree of assurance 

as to the operation and validity of the system of internal control and for ensuring planned corrective actions 

and improvements are independently monitored for timely completion. They report their findings to the Audit 

Committee and the Board.
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GOING CONCERN

After making appropriate enquiries, the Directors have a reasonable expectation that the Company has 

adequate resources to continue in operation for the foreseeable future. Consequently, the Directors have 

continued to adopt the going concern basis in preparing the financial statements of the Company for the year 

ended 31 March 2010.

COMMUNICATIONS WITH SHAREHOLDERS

The Company values the views of its shareholders and recognises their interest in the Company•s strategy 

and performance. There is regular dialogue with institutional shareholders for which the Board, as a whole, has 

responsibility.

All shareholders are encouraged to attend the Annual General Meeting to discuss the progress of the 

Company. Separate resolutions are proposed on each issue so that they can be given proper consideration 

and there is a resolution to approve the Annual Report and Accounts and to approve the Directors• 

remuneration. Further details are set out in the AGM Notice and proxy form being sent to all current 

shareholders.

The Company operates and regularly updates its website (www.pmhl.co.uk)
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Directors• remuneration from 1 April 2009 to 31 March 2010

   Basic salary
USD  Total and allowance Bonus Pension

Executive Director (David) Ben Koon Wong 2,031,851 714,100 1,282,051 35,700

Executive Director Patrick Siu Ming Li 868,488 593,850 256,410 18,228

Executive Director Johannes Petrus Mulder 129,426 129,426 … …

Executive Director Jian Ping Wu 62,524 62,524 … …

Non-executive Director Sandy Chun-Kwan Chim 89,540 89,540 … …

Non-executive Director John Campbell Robertson 77,106 77,106 … …

Non-executive Director Anthony John Williams 77,106 77,106 … …

Non-executive Director Michael Kim Hung Yuen 55,963 55,963 … …

Non-executive Director Ben Ren Liu 14,923 14,923 … …

Non-executive Director Yu Lin Zhao 44,770 44,770 … …

Non-executive Director Even Sheng … … … …
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The Directors are responsible for preparing the annual report and financial statements. The AIM Rules require 

the Directors to prepare annual financial statements for the Company in accordance with International 

Accounting Standards.

IAS1 requires that financial statements present fairly for each financial year the Company•s financial position, 

financial performance and cash flows. This requires faithful representation of the effects of transactions, events 

and conditions in accordance with the definitions and recognition criteria for assets, liabilities, income and 

expenses set out the Framework for the Preparation and Presentation of Financial Statements. The application 

of International Financial Reporting Standards, with additional disclosure when necessary, is presumed to result 

in financial statements that achieve a fair presentation.

The Directors are required pursuant to their Articles of Association and Companies Law to maintain accounting 

records.
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Independent auditor•s report to the shareholders of 
Prosperity Minerals Holdings Limited
(Incorporated in Jersey with limited liability)

We have audited the consolidated financial statements of Prosperity Minerals Holdings Limited (the •CompanyŽ) 

and its subsidiaries (together the •GroupŽ) set out on pages 47 to 134, which comprise the consolidated 

balance sheet as at 31 March 2010, and the consolidated income statement, the consolidated statement 

of comprehensive income, the consolidated statement of changes in equity and the consolidated cash flow 

statement for the year then ended, and a summary of significant accounting policies and other explanatory 

notes.

DIRECTORS• RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true and fair presentation of these 

consolidated financial statements in accordance with International Financial Reporting Standards and the 

requirements of Companies (Jersey) Law 1991. This responsibility includes designing, implementing and 

maintaining internal control relevant to the preparation and the true and fair presentation of financial statements 

that are free from material misstatements, whether due to fraud or error; selecting and applying appropriate 

accounting policies; and making accounting estimates that are reasonable in the circumstances.

AUDITOR•S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. This 

report is made solely to you, as a body, in accordance with Article 113A of the Companies (Jersey) Law 1991, 

and for no other purpose. We do not assume responsibility towards or accept liability to any other person for 

the contents of this report.

We conducted our audit in accordance with International Standards on Auditing. Those standards require that 

we comply with relevant ethical requirements and plan and perform the audit to obtain reasonable assurance 

as to whether the financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditor•s judgement, including the assessment 

of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 

those risk assessments, the auditor considers internal control relevant to the entity•s preparation and true 

and fair presentation of the financial statements in order to design audit procedures that are appropriate 

in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity•s 

internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation 

of the financial statements.

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

audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the 

Group as at 31 March 2010 and of the Group•s profit and cash flows for the year then ended in accordance 

with International Financial Reporting Standards and have been properly prepared in accordance with the 

requirements of Companies (Jersey) Law 1991.

Certified Public Accountants

8th Floor, Prince•s Building

10 Chater Road

Central, Hong Kong

6 July 2010
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 Year ended 31 March

  2010 2009

 Note US$•000 US$•000

   (Re-presented)*

Continuing operations

Revenue 4 647,922 467,023

Cost of sales  (623,881) (442,549)
   

Gross profit   24,041 24,474

Other operating income 5 3,389 4,650

Distribution expenses  (6,996) (6,374)

Administrative expenses  (17,543) (12,883)
   

Profit from continuing operations   2,891 9,867

Finance income 6(b) 284 215

Finance expenses 6(c) (1,373) (1,698)

Share of profits less losses of associates 17 139 (3,985)

(Loss)/gain on re-measurement of derivative 

 financial instruments to fair value 26(c) (11,381) 4,987
   

(Loss)/profit before taxation from continuing 

 operations  6 (9,440) 9,386

Income tax 8(a) … …
   

(Loss)/profit from continuing operations   (9,440) 9,386

Discontinued operations

Profit/(loss) from discontinued operations

 (net of income tax) 11(a) 20,374 (4,888)
   

Profit for the year   10,934 4,498
   

* … See discontinued operations … note 11
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 Year ended 31 March

  2010 2009

 Note US$•000 US$•000

   (Re-presented)*

Attributable to:

Equity shareholders of the Company  11,246 4,832

Minority interests  (312) (334)
   

Profit for the year   10,934 4,498
   

Earnings/(losses) per share (US cents)  10

Basic

 … from continuing and discontinued operations   8.41  3.69

 … from continuing operations   (7.06)  7.17

 … from discontinued operations   15.47  (3.48)
   

Diluted

 … from continuing and discontinued operations  8.29  3.69

 … from continuing operations   (6.97)  7.17

 … from discontinued operations  15.26  (3.48)
   

* … See discontinued operations … note 11

The notes on pages 56 to 134 form part of the financial statements. Details of dividends payable to equity 

shareholders of the Company attributable to the profit for the year are set out in note 29(b).
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 Year ended 31 March

  2010 2009

 Note US$•000 US$•000

Profit for the year   10,934 4,498

Other comprehensive income for the year (after tax 

 and reclassification adjustments) (Note):

Foreign currency translation adjustments:

 … exchange differences on translation of

    financial statements of foreign operations  48 1,455
   

Total comprehensive income for the year

 from continuing operations    10,982  5,953

Discontinued operations

Foreign currency translation adjustments:

 … exchange differences on translation of

    financial statements of foreign operations  665 10,138
   

Total comprehensive income for the year    11,647 16,091
   

Attributable to:

Equity shareholders of the Company   11,952  16,186

Minority interests  (305) (95)
   

Total comprehensive income for the year    11,647 16,091
   

Note: There is no tax effect relating to the above component of other comprehensive income.

The notes on pages 56 to 134 form part of the financial statements.
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 31 March

  2010 2009

 Note US$•000 US$•000

Non-current assets

Property, plant and equipment 12 235 185,407

Mining right 14 … 17,113

Lease prepayments 15 … 22,208

Interest in a jointly controlled entity 16 … 17,220

Interests in associates 17 29,824 128,312

Goodwill 18 … 43,353

Non-current prepayments 21 14,650 26,235

Deferred tax assets 27(b) … 113
   

  44,709 439,961
   

Current assets

Inventories 19 … 10,374

Trade and other receivables 20 83,372 83,858

Restricted deposits 22 2,029 6,030

Cash and cash equivalents  44,165 49,803
   

  129,566 150,065

Assets of a disposal group classified as held for sale 23 653,900 …
   

  783,466 150,065
   

Current liabilities

Bank loans 24 34,859 25,118

Trade and other payables 26 145,645 98,908

Income tax payable 27(a) … 682

Secured note 25 … 18,904
   

  180,504 143,612

Liabilities directly associated with assets of a 

 disposal group classified as held for sale 23 354,473 …
   

  534,977 143,612
   
   

Net current assets   248,489 6,453
   
   

Total assets less current liabilities   293,198 446,414
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 31 March

  2010 2009

 Note US$•000 US$•000

Non-current liabilities

Bank loans 24 … 80,700

Deferred tax liabilities 27(b) … 3,795

Secured note 25 … 82,664
   

  … 167,159
   
   

Net assets   293,198 279,255
   

Capital and reserves 29

Share capital  2,463 2,415

Reserves  202,302 222,167

Retained earnings  49,159 45,467

Amounts recognised in other comprehensive income 

 and accumulated in equity relating to a disposal 

 group classified as held for sale  31,345 …
   

Equity attributable to equity holders

 of the Company   285,269 270,049

Minority interests  7,929 9,206
   

  293,198 279,255
   

Approved and authorised for issue by the board of directors on 6 July 2010.

 David Ben Koon Wong Patrick Siu Ming Li

 Executive Director, Chairman & CEO Executive Director & CFO

The notes on pages 56 to 134 form part of the financial statements.
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         Amounts

         recognised

         in other

         comprehensive

         income and

         accumulated

         in equity

         relating to

         a disposal

         group

         classified

 Share Share Statutory Merger Exchange Capital Other Retained as held  Minority

 capital premium reserves reserve reserve reserve reserve earnings for sale Total interests Total

 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000

 Note Note Note Note Note Note Note

 29(c) 29(d)(i) 29(d)(ii) 29(d)(iii) 29(d)(iv) 29(d)(v) 29(d)(vi)

At 1 April 2008 2,351 189,624 8,139 (26,918) 22,556 5,050 … 58,933 … 259,735 … 259,735

Shares issued in

 lieu of dividend 64 6,260 … … … … … … … 6,324 … 6,324

Total comprehensive

 income for the year … … … … 11,354 … … 4,832 … 16,186 (95) 16,091

Transfer to statutory reserves … … 2,858 … … … … (2,858) … … … …

Acquisition of a subsidiary … … … … … … … … … … 9,301 9,301

Equity settled share-based

 transactions

 … Amount recognised

  during the year … … … … … 3,290 … … … 3,290 … 3,290

 … Forfeiture of

  share options … … … … … (46) … 46 … … … …

Dividend paid … … … … … … … (15,486) … (15,486) … (15,486)
            

At 31 March 2009 2,415 195,884 10,997 (26,918) 33,910 8,294 … 45,467 … 270,049 9,206 279,255
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The notes on pages 56 to 134 form part of the financial statements.

         Amounts

         recognised

         in other

         comprehensive

         income and

         accumulated

         in equity

         relating to

         a disposal

         group

         classified

 Share Share Statutory Merger Exchange Capital Other Retained as held  Minority

 capital premium reserves reserve reserve reserve reserve earnings for sale Total interests Total

 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000 US$•000

 Note Note Note Note Note Note Note

 29(c) 29(d)(i) 29(d)(ii) 29(d)(iii) 29(d)(iv) 29(d)(v) 29(d)(vi)

At 1 April 2009 2,415 195,884 10,997 (26,918) 33,910 8,294 … 45,467 … 270,049 9,206 279,255

Capital contribution from

 minority shareholders … … … … … … … … … … 5,625 5,625

Shares issued in

 lieu of dividend 32 1,489 … … … … … … … 1,521 … 1,521

Issuance of new shares upon

 exercise of share options 16 1,896 … … … (932) … … … 980 … 980

Total comprehensive

 income for the year … … … … 706 … … 11,246 … 11,952 (305) 11,647

Transfer to statutory reserves … … 5,301 … … … … (5,301) … … … …

Acquisition of minority interests … … … … … … (103) … … (103) (6,597) (6,700)

Equity settled share-based

 transactions

 … Amount recognised

  during the year … … … … … 3,123 … … … 3,123 … 3,123

Dividend paid … … … … … … … (2,253) … (2,253) … (2,253)

Transfer to assets of

 a disposal group classified

 as held for sales … … (16,298) 25,986 (31,149) (9,987) 103 … 31,345 … … …
            

At 31 March 2010 2,463 199,269 … (932) 3,467 498 … 49,159 31,345 285,269 7,929 293,198
            












































































































































































