






















































































































NOTES TO FINANCIAL INFORMATION CONTINUED  
 

 

11 IMPAIRMENT TESTING OF NON-CURRENT ASSETS AND GOODWILL 

 

In accordance with the Group’s accounting policies and processes, the Group performs its impairment testing 

annually at 31 December. Cash Generating Units (“CGUs”) are reviewed at each reporting period to determine 

whether there is an indication of impairment or impairment reversal. Where an indicator of impairment or 

impairment reversal exists, a formal estimate of the recoverable amount is made at the reporting period.  

Indicators of impairment and potential impairment reversal were identified as at 31 December 2017. These 

included changes to the LOA for the Sepon mine, the political environment in the DRC and progress on the 

Dugald River project, which resulted in assessing if an impairment or a reversal of impairment is required. 

Las Bambas is subject to impairment testing due to Goodwill being attributed to the CGU which requires an 

annual impairment assessment. 

(i) Approach 

An impairment is recognised when the carrying amount exceeds the recoverable amount. The recoverable 

amount of each CGU has been estimated using the higher of its fair value less costs of disposal or its Value in 

Use (“Fair Value”). The Fair Value estimates are considered to be level 3 fair value measurements (as defined by 

accounting standards) as they are derived from valuation techniques that include inputs that are not based on 

observable market data. The Group considers the inputs and the valuation approach to be consistent with the 

approach taken by market participants.  

Estimates of quantities of recoverable minerals, production levels, operating costs and capital requirements are 

sourced from the Group’s planning process, including LOA  plans, three year budgets, periodic forecasts and 

CGU specific studies. Expected operating performance improvements reflecting the Group’s objectives to 

maximise free cash flow, optimise and reduce operational activity, apply technology, improve capital and labour 

productivity and other production efficiencies are also included along with the expected costs to realise the 

initiatives. 

All Reserves and Resources have been included in the valuations at justifiable reasonable conversion rates, 

supported by proof of concept studies. Exploration targets are supported on reasonable grounds. 

(ii) Key assumptions 

The key assumptions impacting the discounted cash flow models used to determine the Fair Value include: 

 Commodity prices; 

 Operating costs; 

 Capital requirements; 

 Real post-tax discount rates; 

 Foreign exchange rates;  

 Reserves and Resources and exploration targets;  

 Optimisation of operational activity and productivity; and 

 Rehabilitation timing. 

 

In determining the value assigned to each key assumption, management has used external sources of 

information and utilised the expertise of both external consultants and experts within the Group to validate 

entity specific assumptions such as Reserves and Resources and exploration targets. 

Commodity price and exchange rate assumptions are based on the latest internal forecasts benchmarked to 

analyst consensus forecasts. The long term cost assumptions are based on actual costs adjusted for planned 

operational changes and input cost assumptions over the life of mine.  

The long term AUD:USD exchange rate is unchanged from 2016 at 0.80. 
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The real post-tax discount rates used in the Fair Value estimates for each of the CGU’s are 7% for both Sepon 

and the Australian assets (2016: 7%), 8% for Las Bambas (2016: 8%), and 11% for Kinsevere (2016: 9%). 

(iii) Valuation methodology for each CGUs  

The methodology for valuing each of the CGU in the Group is discussed below. 

Sepon 

The Sepon Fair Value is determined by the 2017 LOA discounted cashflows and supported by resource multiples 

for the gold reserves and resources. These include copper processing to 2020 (2016: 2021) followed by the 

processing of gold reserves and resources in later years. The Sepon Fair Value assumes additional capital 

investment in the processing plant to process gold beyond 2020 and deferral of rehabilitation to completion of 

the gold project. 

Kinsevere 

The Kinsevere Fair Value is determined through the 2017 LOA discounted cashflows. The valuation contains the 

current operation, further regional exploration potential and third party ore processing prospects. The cashflows 

assume additional capital investment in the processing plant to process sulphide ore under the current DRC 

Mining Code, which also extends the mine life. 

Subsequent to the reporting date the DRC Government has proposed changes to the DRC Mining Code which 

have not yet been enacted. The Group along with other industry participants are actively engaged in discussion 

with the DRC Government to negate or reduce any negative financial outcomes. Should the negotiations be 

unsuccessful and the current proposals be effected there is likely to be an impairment of the carrying value of 

Kinsevere. 

Las Bambas 

The Las Bambas Fair Value is determined through the 2017 LOA discounted cashflows and supported by 

resource multiples. The valuation contains the current operation and further regional exploration targets 

included in the initial valuation to acquire the mine in 2014. The cashflows assume additional capital investment 

in the processing plant as well as expected cost reductions from operational improvement programs underway. 

Future cash flow forecasts include estimates for the cost of obtaining access to land where the rights do not 

currently exist.  

Dugald River 

The Dugald River development project was impaired in December 2015 by US$573.6 million, pre-tax. The 

impairment was recognised as a result of further weakening in commodity prices, and industry changes in the 

region having an adverse effect on the valuation of the project. 

The Group revised the Dugald River project plan in 2016 and identified cost savings and consistent 

improvements in the operational and technical stability of the project resulting in approval for external funding 

to complete the project. These factors together with recent increases in the zinc price resulted in an evaluation 

of whether a reversal of impairment should be considered as at 31 December 2017. 

Due to the stage of completion of the project, related completion risks and uncertainty associated with the 

commissioning phase of the operation, as well as the sensitivity of its recoverable amount to zinc price, no 

reversal of impairment has been recognised as at 31 December 2017. The Group will continue to monitor and 

assess if a reversal of impairment is required in future periods following the successful commissioning and ramp 

up of production.  

Rosebery 

The Rosebery Fair Value is determined through the 2017 LOA discounted cashflows. 
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(iv) Conclusion 

The impairment review of all the Group’s operations as at 31 December 2017 has not resulted in the recognition 

of impairment or impairment reversal of the Group’s non-current assets (2016: nil). The Sepon Fair Value remains 

sensitive to changes in pricing as set out in the sensitivity analysis below. 

(a) Sensitivity analysis 

The level of production activity is a key assumption in the determination of Fair Value, as well as the success of 

converting Reserves and Resources and increasing the resource estimates over the lives of mines. Due to the 

number of factors that could impact production activity, such as processing throughput, changing ore grade 

and/or metallurgy and revisions to mine plans in response to physical or economic conditions, no quantified 

sensitivity has been determined. Changes to these assumptions may however result in an impact on the Fair 

Value and result in impairment in future. 

Each of the below sensitivities assumes that the specific assumption moves in isolation, whilst all other 

assumptions are held constant. In reality, a change in one of the aforementioned assumptions may accompany a 

change in another assumption which may have an offsetting impact (for example, a decline in the US dollar 

commodity price accompanied with a decline in the Australian dollar compared to the US dollar). Action is also 

usually taken to respond to adverse changes in economic assumptions that may mitigate the impact of any such 

change. 

Sepon 

The key assumptions to which the calculation of Fair Value for Sepon is most sensitive are copper and gold 

prices, reduction in operating costs and the ability to mine gold at the end of the current Copper Life of Mine 

assumption and deferral of rehabilitation to the end of the gold project. An adverse change of 5% in copper and 

gold prices over the remaining mine life would decrease the recoverable amount by approximately US$37 

million and US$35 million respectively. An adverse change of 5% in operating costs would decrease the 

recoverable amount by approximately US$56 million, which erodes the head room almost completely. 

As announced on 18 October 2017, the Company has initiated an expression of interest process for the Sepon 

asset. The Company expects an outcome of the potential sale process to be determined in the first half of 2018. 
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12 TRADE AND OTHER RECEIVABLES 

 

 
2017 

US$ MILLION 

2016 

US$ MILLION 

Non-current other receivables   

Prepayments 7.6                 16.1  

Other receivables – government taxes
1 
 153.6                  79.9 

Sundry receivables  57.7                  64.2 

 218.9 160.2 

 

 

Current trade and other receivables 
2017 

US$ MILLION 

2016 

US$ MILLION 

Trade receivables
2
  236.3 406.6 

Less: Allowance for impairment of trade receivables - - 

Trade receivables (net)  236.3 406.6 

Prepayments 28.0 31.0 

Other receivables – government taxes
1 
 3.3 311.4  

Sundry receivables  20.1 6.5 

 287.7 755.5 
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1. Other receivables – government taxes: 

Non-current other receivable – Government Taxes 

2017 

US$ MILLION 

2016 

US$ MILLION 

Peru 99.2 31.8 

Democratic Republic of the Congo 45.9 43.0 

Other 8.5 5.1 

Total government taxes receivables – non-current 153.6 79.9 

   

Current other receivable – Government Taxes   

Peru - 305.5 

Democratic Republic of the Congo - 3.9 

Other 3.3 2.0 

Total government taxes receivables – current 3.3 311.4 

 

The government taxes amount mainly consists of VAT receivables. 

 

2. As at 31 December 2017 and 2016, trade receivables of the Group mainly related to the mining operations and development projects. 

The majority of sales for mining operations were made under contractual arrangements whereby provisional payment is received 

promptly after delivery and the balance within 30 to 120 days from delivery. The ageing analysis of the trade receivables (based on 

invoice date) is as follows: 

 

 2017 2016 

 US$ MILLION % US$ MILLION % 

Current trade receivables     

Less than 6 months 236.3 100 406.6 100.0 

Total 236.3 100 406.6 100.0 

As at 31 December 2017, US$nil (2016: US$2.2 million) trade receivables were past due but not impaired.    

As at 31 December 2017, the Group’s trade receivables included an amount of US$102.5 million (2016: US$228.4 million), which was due 

from a related company of the Group. The carrying amounts of the Group’s trade receivables are all denominated in US$. 

13 CASH AND CASH EQUIVALENTS 

 

2017 

US$ MILLION 

2016 

US$ MILLION 

Cash at bank and in hand 331.9 335.9 

Short-term bank deposits
1
 604.2 216.8 

Total
2
 
 

936.1 552.7 

1. The weighted average effective interest rate on short-term bank deposits as at 31 December 2017 was 1.68% (2016: 1.86%). These 

deposits have an average 20 days (2016: 20 days)  to maturity from 31 December 2017. 

2. Total cash and cash equivalents include US$708.2 million (2016: US$239.6 million) of cash held limited for use by Las Bambas joint 

venture and US$27.8 million (2016: US$0.3 million) of cash held limited for use by Dugald River project. 
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The carrying amounts of the cash and cash equivalents are denominated in the following currencies: 

 

2017 

US$ MILLION 

2016 

US$ MILLION 

US dollars 928.3 521.9 

Peruvian sol 1.4 14.7 

Australian dollars 1.9 10.0 

Hong Kong dollars 1.6 2.6 

Others 2.9 3.5 

 936.1 552.7 

14 SHARE CAPITAL 

 

 NUMBER OF  

ORDINARY SHARES 

SHARE 

CAPITAL 

 

2017 

‘000 

2016 

‘000 

2017 

US$ MILLION 

2016 

US$ MILLION 

Issued and fully paid:     

At 1 January 7,935,105 5,290,070 2,863.3 2,359.1 

Ordinary shares issued
1
 - 2,645,035 - 504.2 

Employee share options exercised
2
 28,029 - 10.8 - 

At 31 December 7,963,134 7,935,105 2,874.1 2,863.3 

1. On 15 December 2016, a total 2,645,034,944 new shares were issued as a result of the completion of a rights issue of 2,645,034,944 

rights shares at HK$1.50 per rights share on the basis of 1 rights share for every 2 shares held. The gross proceeds from the rights issue 

was US$511.2 million, excluding share issue costs of US$7.0 million. 

2. During 2017, a total 28,029,021 new shares were issued as a result of employee share options exercised at an exercise price of HK$2.51 

per share under the Company’s 2013 share option scheme. 
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18 EVENTS AFTER THE END OF THE REPORTING PERIOD 

On 29 December 2017, the Company announced that one of its subsidiaries, Topstart, had issued a notice to 

Alber Holding Company Limited advising of its election to redeem all of the CRPS on issue. The redemption took 

effect on 8 January 2018.  

On 9 January 2018, the Company announced that members of the Group, China Development Bank and Bank of 

China (Sydney Branch) had entered into certain security release documentation and an agreement amending 

and restating the Dugald River facility, for the purpose of reducing the security arrangements including releasing 

all guarantors other than CMC and making other amendments as required to reflect this, including but not 

limited to the removal of certain undertakings, representations, warranties and covenant compliance 

requirements. As a result of this transaction, the security over the shares in and assets of MMG Dugald River 

project, became the only substantive remaining security in relation to the Dugald River facility.  

On 24 January 2018, the Company announced that the shareholders of Minera Las Bambas S.A. had resolved to 

use surplus funds to prepay US$500 million of borrowings under the Las Bambas Project Facility. The 

prepayment took effect on 31 January 2018. 

On 26 January 2018, the Congolese Senate passed the revised DRC mining code. The proposed mining code has 

been submitted to the President of the DRC for approval, it has not been enacted at the time of the issuance of 

these consolidated financial statements. The proposed changes to DRC government royalties and corporate tax 

(including “Super Tax”), if enacted, would likely result in substantial changes to the recoverable amount of the 

Group’s Kinsevere mine, refer to Note 11 for more details. The Group will continue to update its review of the 

impact of the changes to the DRC Mining Code as more information becomes available. At this stage, the Group 

is not able to reliably estimate the impact of the proposed changes to the DRC Mining Code. 

Other than the matters outlined in this financial information, there have been no matters that have occurred 

subsequent to the reporting date which have significantly affected, or may significantly affect the Group’s 

operations, results or state of affairs in future years. 
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Deloitte Deloitte Touche Tohmatsu 

Director(s) the director(s) of the Company 

DRC Democratic Republic of the Congo 

EBIT earnings before interest (net finance costs) and income tax 

EBITDA earnings before interest (net finance costs), income tax, depreciation, amortisation and 
  EBITDA margin EBITDA divided by revenue 

ESG Environmental, Social and Governance 

Executive Committee the executive committee of the Group, which consists of all Executive Directors of the 
Company, Chief Operating Officer, Chief Financial Officer, Executive General Manager 
– Stakeholder Relations and Executive General Manager – Business Support 

EXIM The Export‑Import Bank of China 

Gearing ratio net debt (total borrowings excluding finance charge prepayments, less cash and bank 
deposits) divided by the aggregate of net debt plus total equity 

GRI Global Reporting Initiative 

Group the Company and its subsidiaries 

g/t grams per tonne 

HK$ Hong Kong dollar, the lawful currency of Hong Kong 

HKFRS Hong Kong Financial Reporting Standards, which include all applicable individual 
Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (HKAS) 
and interpretations issued by the Hong Kong Institute of Certified Public Accountants 
(HKICPA) 

HNG Hunan Nonferrous Metals Holding Group Co, Ltd 

Hong Kong the Hong Kong Special Administrative Region of the People’s Republic of China 

Hong Kong Stock 
Exchange 

(please refer to the definition of “Stock Exchange”) 

ICBC Industrial and Commercial Bank of China Limited 

ICMM International Council on Mining and Metals 

Indicated Mineral 
Resource 

the part of a Mineral Resource for which quantity, grade (or quality), densities, shape and 
physical characteristics are estimated with sufficient confidence to allow the application 
of Modifying Factors in sufficient detail to support mine planning and evaluation of the 
economic viability of the deposit. An Indicated Mineral Resource has a higher level of 
confidence than an Inferred Mineral Resource but a lower level of confidence than that 
applying to a Measured Mineral Resource and may only be converted to a Probable Ore 
Reserve  

JORC Code Joint Ore Reserves Committee ‘Australasian Code for Reporting of Exploration Results, 
Mineral Resources and Ore Reserves’ 

Laos the Lao People’s Democratic Republic 

Las Bambas Joint 
Venture Company 

MMG South America Management Company Limited (also referred to as MMG SAM) 
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Las Bambas Project the development, construction and operation of the copper mines, processing 
facilities and associated infrastructure at the Las Bambas copper project located in the 
Apurimac region in Peru, together with all activities and infrastructure associated with 
the transportation and export of products from such mines 

Listing Rules the Rules Governing the Listing of Securities on the Stock Exchange 

LME London Metal Exchange 

Mineral Resource as defined under the JORC Code, 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 

Minerals and Metals 
Group 

the collective brand name of the portfolio of international mining assets held by 
Album Resources 

Minmetals HK China Minmetals H.K. (Holdings) Limited, a company incorporated on 16 April 1996 in 
Hong Kong and an indirectly owned subsidiary of CMC. 

MMG Dugald River MMG Dugald River Pty Ltd, a company incorporated on 15 July 1998 in Australia with 
limited liability and a wholly owned subsidiary of the Company 

MMG Finance Limited a company incorporated on 15 June 2011 in Hong Kong with limited liability and a 
wholly owned subsidiary of the Company 

MMG Laos Holdings MMG Laos Holdings Limited, a company incorporated on 25 May 1993 in the Cayman 
Islands with limited liability and a wholly owned subsidiary of the Company 

MMG or MMG Limited has the same meaning as the Company 

MMG Management MMG Management Pty Ltd, a company incorporated on 15 July 2005 in Australia with 
limited liability and a wholly owned subsidiary of the Company 

MMG SA MMG South America Company Limited, a company incorporated on 4 May 1990 in 
Hong Kong with limited liability and a wholly owned subsidiary of the Company 

MMG South 
America Group 

MMG SA and its subsidiaries 

Model Code Model Code for Securities Transactions by Directors of Listed Issuers as set out in 
Appendix 10 of the Listing Rules 

Mtpa million tonnes per annum 

Ore Reserve as defined under the JORC Code, the economically mineable part of a Measured and 
/or Indicated Mineral Resource 

PEN Peruvian Nuevo Sol, the lawful currency of Peru 

PRC the People’s Republic of China excluding, for the purpose of this document only, 
Hong Kong, the Macao Special Administrative Region of the People’s Republic of 
China and Taiwan, unless the context requires otherwise 

Rights Issue On 1 November 2016, the Company announced a rights issue on the basis of 1 rights 
issue for every 2 existing shares held by Shareholders. The results of the rights issue was 
confirmed on 14 December 2016 and 2,645,034,944 rights shares were allotted and 
issued on 15 December 2016. Details of the Rights Issue are set out in the Prospectus of 
the Company dated 23 November 2016 

Securities Trading 
Model Code 

a model code adopted by the Company for securities trading by Directors of the 
Company on terms no less exacting than the required standard of the Model Code as 
set out in Appendix 10 of the Listing Rules 
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SFO the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong) 

Shareholder(s) the shareholder(s) of the Company 

SHEC Safety, Health, Environment and Community 

Stock Exchange The Stock Exchange of Hong Kong Limited 

TC/RC Treatment Charge (TC) and Refining Charge (RC) are commonly used in the terms of 
purchase for copper concentrate for refining. They are amounts designed to cover 
refining costs. For example, copper concentrate contracts may define a purchase price 
based on the LME price at a certain date, minus the TC or RC being used at the time. 

Top Create Top Create Resources Limited, a company incorporated on 22 January 2004 in the 
British Virgin Islands with limited liability, a wholly owned subsidiary of CMN 

TRIF total recordable injury frequency per million hours worked 

US$ United States dollar, the lawful currency of the United States of America 

US$751.0 million Facility the US$751.0 million facility granted by CDB and BOC Sydney to Album Resources and 
MMG Management on 13 June 2012 

VAT value added tax 
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CORPORATE DETAILS  
 

 

MELBOURNE OFFICE 
Level 23, 28 Freshwater Place 
Southbank Victoria 3006 Australia 
T (61) 3 9288 0888 
 
HONG KONG OFFICE 
Unit 8506A, Level 85 
International Commerce Centre 
1 Austin Road West 
Kowloon, Hong Kong 
T (852) 2216 9688 
 
POSTAL ADDRESS 
GPO 2982 
Melbourne, Victoria, 3001, Australia 
 
www.mmg.com 
info@mmg.com  
 
SHARE REGISTRARS  
Hong Kong 
Computershare Hong Kong  
Investor Services Limited 
17th Floor, Hopewell Centre 
183 Queen’s Road East 
Wanchai, Hong Kong 

Australia 
Computershare Investor Services Pty Limited 
Yarra Falls, 452 Johnston Street 
Abbotsford, Victoria 3067, Australia 

MMG LIMITED 
EXECUTIVE COMMITTEE 
JIAO Jian, Chief Executive Officer and Executive Director 

Ross CARROLL, Chief Financial Officer 

XU Jiqing, Executive General Manager Marketing and Risk and 
Executive Director 

Troy HEY, Executive General Manager Stakeholder Relations 

Greg TRAVERS, Executive General Manager Business Support  

Mark DAVIS, Executive General Manager Operations – Africa, Australia 
and Asia 

Suresh VADNAGRA, Executive General Manager Operations – 
Americas 

 
IMPORTANT DATES 
8 March 2018 – 2017 Annual Results Presentation and Extraordinary 
General Meeting 
19 April 2018 – First Quarter 2018 Production Report 
23 May 2018 – Annual General Meeting 
 
*This information is subject to change. 

 
MMG will present its financial results to investors at 2.30pm (HKT) on 8 March 2018 at the Mandarin Oriental Hotel, Central, 
Hong Kong. This presentation will be available to Shareholders via webcast and teleconference for those who are unable to 
attend. For details please contact Investor Relations. 
 

INVESTOR AND MEDIA ENQUIRIES 
Brent Walsh  
Group Manager Investor Relations  
T +61 3 9284 4170  
M +61 472 801 133 
brent.walsh@mmg.com  
 
Chinese Language: 
Maggie Qin  
Group Manager China Relations  
T +61 3 9288 0818  
M +61 411 465 468 
maggie.qin@mmg.com 

 
Edward Woodruff 
Group Manager Corporate Affairs 
T  +61 3 9284 4256 
M +61 407 434 329 
edward.woodruff@mmg.com 
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 By order of the Board 
MMG Limited 

Jerry (Jian) Jiao 
CEO and Executive Director 

 
 
Hong Kong, 7 March 2018 

 
As at the date of this announcement, the Board comprises nine directors, of which two are executive directors, 
namely Mr Jiao Jian and Mr Xu Jiqing; three are non-executive directors, namely Mr Guo Wenqing (Chairman), 
Mr Gao Xiaoyu and Mr Zhang Shuqiang; and four are independent non-executive directors, namely Dr Peter 
William Cassidy, Mr Leung Cheuk Yan, Ms Jennifer Anne Seabrook and Professor Pei Ker Wei. 
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