HONBRIDGE HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

(Stock code: 8137)

HALF YEAR RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2021

CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized
companies to which a higher investment risk may be attached than other companies
listed on the Stock Exchange. Prospective investors should be aware of the potential risks
of investing in such companies and should make the decision to invest only after due and
careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies,
there is a risk that securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no assurance is given that there
will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility
for the contents of this announcement, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this announcement.

This announcement, for which the directors (the “Directors”) of Honbridge Holdings Limited
(the “Company”) collectively and individually accept full responsibility, includes particulars
given in compliance with the Rules Governing the Listing of Securities on the GEM of the
Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with regard
to the Company. The Directors of the Company, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief the information contained in this
announcement is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement
herein or this announcement misleading.

This announcement will remain on the “Latest Company Announcements” page of the GEM
website for at least 7 days from the day of its posting and on the Company’s website
www.8137.hk.



UNAUDITED CONSOLIDATED HALF YEAR RESULTS

The board of directors (the “Board”) of the Company hereby announces the unaudited
consolidated results of the Company and its subsidiaries (collectively referred to as the
“Group”) for the six months ended 30 June 2021, together with the comparative unaudited

figures for the corresponding period in 2020, as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME — UNAUDITED

Revenue
Cost of sales

Gross profit

Other operating (expenses)/income
Selling and distribution costs
Administrative expenses

Share of results of associates

Gain on disposal of financial assets
Loss on deemed disposal of a subsidiary
Finance costs

Profit/(loss) before income tax
Income tax

Profit/(loss) for the period

Other comprehensive income
[tems that may be reclassified
subsequently to profit or loss:
Exchange gain/(loss) on translation of
financial statements of foreign
operations
Exchange reserves released upon
deemed disposal of a subsidiary
Items that will not be reclassified
subsequently to profit or loss:
Changes in fair value of equity
instruments at fair value through
other comprehensive income

Other comprehensive income for the
period, net of tax

Total comprehensive income for the
period

Notes

2

12

NN

Three months ended

Six months ended

30 June 30 June

2021 2020 2021 2020
HK$°000 HK$’000 HK$°000 HK$’000
110,940 56,6061 205,286 91,833
(82,445) (49,428) (147,613) (74,810)
28,495 7,233 57,673 17,023
(23,875) (3,967) 91,925 13,826
(2,986) (2,334) (6,436) (6,243)
(18,179) (17,736) (36,986) (39,249)
(3,917) (41,981 (6,909) (44,212)
- - 45,400 -
- - - (58,767)
(2,115) (3,908) (5,440) (9,906)
(22,577) (62,693) 139,227 (127,528)
(22,577) (62,693) 139,227 (127,528)
538,813 (180,049) 169,552 (1,163,522)
- - - 32,024
19,311 47 29,045 (15,182)
558,124 (180,002) 198,597 (1,146,680)
535,547 (242,695) 337,824 (1,274,208)

-



Notes

Profit/(loss) for the period attributable
to:
Owners of the Company
Non-controlling interests

Total comprehensive income
attributable to:
Owners of the Company
Non-controlling interests

Earnings/(loss) per share attributable
to the owners of the Company
during the period 9
— Basic
— Diluted

Three months ended

Six months ended

30 June 30 June
2021 2020 2021 2020
HK$’000 HK$’000 HK$’000 HK$’000
(30,019) (51,312) 124,973 (119,295)
7,442 (11,381) 14,254 (8,233)
(22,577) (62,693) 139,227 (127,528)
524,045 (231,578) 322,975 (1,264,569)
11,502 (11,117) 14,849 (9,639)
535,547 (242,695) 337,824 (1,274,208)

HK(0.31) cent HK(0.53) cent
HK(0.31) cent HK(0.53) cent

HK1.28 cents HK(1.23) cents
HK1.28 cents HK(1.23) cents




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at As at
30 June 31 December
2021 2020
Notes HK$’000 HKS$’000
(Unaudited) (Audited)
ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment 74,877 71,953
Exploration and evaluation assets 10 7,186,173 6,920,709
Financial assets at fair value through other
comprehensive income 11 39,721 10,676
Interests in associates 12 5,482 12,391
Right-of-use assets 13 39,446 40,795
7,345,699 7,056,524
Current assets
Inventories 148,440 92,759
Trade receivables 14 101,385 102,863
Prepayments, deposits and other receivables 92,526 88,505
Financial assets at fair value through profit or loss 15 151,303 89,621
Tax recoverable 327 282
Cash and cash equivalents 270,102 372,651
Total current assets 764,083 746,681
Current liabilities
Trade and bill payables 16 78,137 78,273
Other payables, accruals and deposit received 71,413 133,096
Borrowings 17 142,129 242,990
Lease liabilities 1,475 2,950
Total current liabilities 293,154 457,309
Net current assets 470,929 289,372
Total assets less current liabilities 7,816,628 7,345,896




Non-current liabilities
Borrowings

Deferred income

Deferred tax liabilities

Contingent consideration payables
Lease liabilities

Net assets

EQUITY

Equity attributable to the owners of the Company

Share capital
Reserves

Non-controlling interests

Total equity

Notes

17

18
19

As at

As at

30 June 31 December
2021 2020
HK$’000 HK$’000
(Unaudited) (Audited)
136,597 182,421
18,602 19,453
2,328,381 2,237,901
106,325 106,325
774 774
2,590,679 2,546,874
5,225,949 4,799,022
9,855 9,855
5,183,466 4,860,491
5,193,321 4,870,346
32,628 (71,324)
5,225,949 4,799,022




CONDENSED
UNAUDITED

2021

At 1 January 2021

Capital contribution from a
non-controlling interests to a
non-wholly owned subsidiary

Profit for the period
Other comprehensive income
Currency translation
Changes of fair value of
financial assets at fair value
through other comprehensive
income

Total comprehensive income

At 30 June 2021

2020

At 1 January 2020

Capital contribution from a
non-controlling interests to a
non-wholly owned subsidiary

Disposal of a subsidiary

Share options expired

Share of movement of other
reserves of associate

Loss for the period
Other comprehensive income
Currency translation
Changes of fair value of
financial assets at fair value
through other comprehensive
income
Release of translation reserve
upon disposal of a subsidiary

Total comprehensive income

At 30 June 2020

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY —

Attributable to owners of the Company

Treasury  Share-based Non-

Share Share shares payment Translation  Fair value Retained controlling Total
capital premium reserve reserve reserve reserve earnings Total interests equity
HKS$000 HKS$'000 HK$'000 HKS$000 HK$'000 HK$'000 HKS$000 HK$'000 HK$'000 HKS$'000
9855 3,563,686 (142,364) 9958 (5,976,822) (83,450) 7,489,983 4,870,346 (71,324) 4,799,022
- - - - - - - - 89,103 89,103

- - - - - - - - 89,103 89,103

- - - - - - 124,973 124973 14,254 139,227

- - - - 168,957 - - 168,957 595 169,552

- - - - - 29,045 - 29,045 - 29,045

- - - - 168,957 29,045 124973 322,975 14,849 337,824
9855 3,563,686 (142,364) 9958 (5,807,865) (54,405) 7,614,956 5,193,321 32,628 5225949
9,855 3,563,686 (142,364) 12,170 (5,065,260 (68,535 6,391,778 4,700,830 65,765 4,766,595
- - - - - - - - 95,910 95,910
- - - - - - - - (155,638)  (155,638)

- - - (2,212) - - 2212 - - -
- - - - - - (60,600) (60,600) (6,228) (66,828)
- - - (2,212) - - (58,388) (60,600) (65,956)  (126,556)
_ - - - - - (119,295)  (119,295) (8233)  (127,528)
- - - - (L,162,116) - - (L,162,116) (1,406)  (1,163,522)
- - - - - (15,182) - (15,182) - (15,182)

- - - - 32,024 - - 32,024 - 32,024
- - - - (1,130,092) (15,182)  (119,295)  (1,264,569) (9,639)  (1,274,208)
9,855 3,563,686 (142,364) 9,958 (6,195,352) (83,717) 6,214,095 3,375,661 (9.830) 3,365,831




CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS — UNAUDITED

Net cash from (used in) operating activities

Net cash used in investing activities:
Purchases of property, plant and equipment
Interests received
Disposal of a subsidiary, net of cash disposed
Decrease in restricted bank deposits

Net cash used in financing activities:
Drawdown of borrowings
Repayment of borrowings
Interests paid on borrowings
Capital contribution from non-controlling interests to
a non-wholly owned subsidiary
Other financing cash flows

Net decrease in cash and cash equivalents
Cash and cash equivalents, at beginning of period
Effect of foreign exchange rate changes

Cash and cash equivalents, at end of period

Analysis of the balance of cash and cash equivalents
Cash at banks and in hand

Six months ended 30 June

2021 2020
HKS$’000 HKS$°000
(28,798) 31,769
(9,065) (6,214)
1,804 1,146
- (7,332)

- 660
(7,261) (11,740)

- 58,273
(151,589) (289,047)
(5,347) (9,781)
89,103 95,910
(1,568) (1,566)
(69,401) (146,211)
(105,460) (126,182)
372,651 351,714
2,911 (5,815)
270,102 219,717
270,102 219,717




Notes:

1. BASIS OF PRESENTATION AND CHANGES IN ACCOUNTING POLICIES

The unaudited consolidated financial statements for the six months ended 30 June 2021 have not been
audited by the Company’s auditors but have been reviewed by the Company’s audit committee.

The financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”), the
disclosure requirements of the Hong Kong Companies Ordinance and the GEM Listing Rules.

These financial statements should be read, where relevant, in conjunction with the 2020 annual report.

The accounting policies adopted in the 2020 annual financial statements have been consistently applied to
these financial statements except that in the current period. The group has applied for the first time the
following amendments to HKFRSs issued by the HKICPA to this interim financial report for the current
accounting period:

. Amendment to HKFRS 16, Covid-19-related rent concessions beyond 30 June 2021

o Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and HKFRS 16, Interest rate benchmark
reform — phase 2

The new or amended HKFRSs that are effective from 1 January 2021 did not have any significant impact on
the Group’s accounting policies. The Group has not applied any new or amended HKFRSs that are not yet
effective.

2. REVENUE

Revenue represents total invoiced value of goods supplied and income from provision of services.

Six months ended 30 June

2021 2020

HK$’000 HK$’000

Sale of lithium batteries 202,178 89,415
Battery swapping service income 3,108 2,418
205,286 91,833

3.  SEGMENT INFORMATION

The Group has identified its operating segment and prepared segment information based on the regular
internal financial information reported to the Group’s executive directors for their decisions about resources
allocation and review of performance.



The Group’s operating businesses are organised and managed separately according to the nature of product

and service, with each segment representing a strategic business segment that offers different products and

services in the PRC and Brazil.

The Company is an investment holding company. Principal places of the Group’s operations are Hong

Kong, the PRC and Brazil.

Information regarding the Group’s reportable segments provided to the Group’s most senior management

(i.e. the executive directors) is set out below:

Six months ended 30 June 2021

Reportable segment revenue
(external customers)

Reportable segment (losses)/profit

Reportable segment assets

Reportable segment liabilities

Capital expenditure
Depreciation

Six months ended 30 June 2020

Reportable segment revenue
(external customers)

Reportable segment (losses)/profit

Reportable segment assets

Reportable segment liabilities

Capital expenditure
Depreciation

Mineral
resources Lithium Battery
exploration battery swapping
and trading production services Total
HK$’000 HK$’000 HK$’000 HK$’000
- 202,178 3,108 205,286
3,639) 36,131 (5,763) 26,729
7,203,921 526,711 69,888 7,800,520
111,231 427,606 13,221 552,058
600 5,343 3,122 9,065
333 2,527 2,179 5,039
- 89,415 2,418 91,833
(3,835) 2,391 (6,113) (7,557)
4,596,712 656,999 61,346 5,315,057
165,777 531,515 4,225 701,517
- 1,483 4,731 6,214
332 9,420 271 10,023




The totals presented for the Group’s operating segments reconcile to the Group’s key financial figures as

presented in the financial statements as follows:

Reportable segment revenue

Reportable segment profit/(loss)

Other operating income

Administrative expenses

Gain/(loss) on financial assets at fair value through profit or loss
Share of results of associate

Gain on disposal of financial assets

Loss on deemed disposal of a subsidiary

Finance costs

Profit/(loss) before income tax

Reportable segment assets

Prepayments, deposits and other receivables

Financial assets at fair value through profit or loss

Financial assets at fair value through other comprehensive income
Right-of-use assets

Interest in associates

Cash and cash equivalents

Reportable segment liabilities

Other payables and accrued expenses
Lease liabilities

Deferred tax liabilities

10—

Six months ended 30 June

2021 2020
HK$’000 HK$’000
205,286 91,833
26,729 (7,557)
676 899
(7,857) (8,724)
81,281 (9,007)
(6,909) (44,212)
45,400 -
- (58,767)
93) (160)
139,227 (127,528)
As at As at
30 June 31 December
2021 2020
HKS$’000 HK$’000
(Unaudited) (Audited)
7,800,520 7,571,115
32,668 29,062
151,303 89,621
39,721 10,676
2,098 3,497
5,482 12,391
77,990 86,843
8,109,782 7,803,205
552,058 700,381
1,145 62,177
2,249 3,724
2,328,381 2,237,901
2,883,833 3,004,183




The Group’s revenue from external customers and its non-current assets are divided into the following

geographical areas:

Revenue from external customers
PRC

Belgium

Sweden

Reportable segment revenue

Non-current assets (excluding interest in associate and
other financial assets)

Hong Kong

PRC

Brazil

Reportable segment non-current assets

Six months ended 30 June

2021 2020
HK$’000 HK$’000
123,740 71,824
- 76

81,546 19,933
205,286 91,833
As at As at

30 June 31 December
2021 2020
HKS$’000 HK$’000
(Unaudited) (Audited)
2,098 3,497
111,281 109,251
7,187,117 6,920,709
7,300,496 7,033,457

Geographical location of customers is based on the location at which the goods are delivered whilst

geographical location of non-current assets is determined based on (1) the physical location of the asset (for

property, plant and equipment and right-of-use assets) and (2) location of operations (for exploration and

evaluation assets and other intangible assets).

OTHER OPERATING (EXPENSES) INCOME

Bank interest income

Government grant

Rental income

Imputed interest income of amounts due from non-controlling interests
of a subsidiary

Gain/(Loss) on financial assets at fair value through profit or loss

Sundry income and exchange gain

—11 =

Six months ended 30 June

2021 2020
HK$’000 HKS$’000
1,804 1,146
1,605 15,292

60 312

- 3272

81,281 (8,903)
7,175 2,707
91,925 13,826




FINANCE COSTS

Six months ended 30 June

2021 2020

HK$’000 HK$’000

Interest charges on borrowings wholly repayable within five years 5,347 9,746
Finance costs on lease liabilities 93 160
5,440 9,906

PROFIT (LOSS) BEFORE INCOME TAX

Six months ended 30 June

2021 2020
HK$’000 HK$°000

Profit (loss) before income tax are arrived at after charging:
Depreciation and amortisation 6,852 12,057

INCOME TAX
Six months ended 30 June
2021 2020
HKS$’000 HK$’000

Overseas tax
Current period - _

Deferred tax - -

Income tax - -

During the six months ended 30 June 2020 and 2021, no provision for Hong Kong profits tax has been
provided by the Group as the Group had no estimated assessable profit arising in or derived from Hong
Kong. Taxation on overseas profits has been calculated on the estimated assessable profits for the period at
the rates of taxation prevailing in the countries in which the Group operates.

During the period, corporate income tax rates in Brazil of 34% is applicable to Sul Americana de Metais
S.A. (“SAM”), being the Group’s subsidiary established in Brazil.

The PRC corporate income tax rate of 25% is applicable to the Group’s PRC subsidiaries during the period.
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10.

11.

12.

DIVIDEND

The Board has resolved not to declare the payment of an interim dividend for the six months ended 30 June
2021 (six months ended 30 June 2020: Nil).

EARNINGS (LOSS) PER SHARE

The calculation of basic loss per share for the three months and six months ended 30 June 2021 are based
on the loss attributable to the owners of the Company of approximately HK$30,019,000 and profit of
HK$124,973,000 respectively and on 9,737,433,606 weighted average number of shares respectively, after
adjusting the effect of treasury share held by the Company. (For the three months and six months ended 30
June 2020, loss attributable to the owners of the Company was HK$51,312,000 and HK$119,295,000
respectively and on 9,737,433,606 weighted average number of shares respectively, after adjusting the
effect of treasury share held by the Company.)

Diluted earnings (loss) per share figure are the same as basic earnings per share for the three months and six
months ended 30 June 2020 and 2021 because the impact of the exercise of share options was anti-dilutive.

EXPLORATION AND EVALUATION ASSETS

Exploration and evaluation assets represented the rights to explore and identify prospective deposits of iron
ore resources in the states of Minas Gerais, Brazil and the expenditures incurred in the search for mineral
resources.

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

As at As at

30 June 31 December

2021 2020

HK$’000 HK$°000

(Unaudited) (Audited)

Equity instruments measured at FVOCI 39,721 10,676

The balance represented the Group’s strategic investments in LuoKung Technology Corp. (Nasdaq: LKCO).
The equity investment was irrevocably designated at fair value through other comprehensive income as the
Group considers these investments to be strategic in nature.

INTERESTS IN ASSOCIATES

As at As at
30 June 31 December
2021 2020
HK$’000 HK$’000
(Unaudited) (Audited)
Interest in associates:
Share of net assets 5,482 12,391
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13.

Details of the Group’s principal associates as at 30 June 2021 are as follows:

Percentage of

Place of incorporation/ ownership
Name operation and principal activity interests
Caocao Mobility Paris SAS France/online-car-hailing business in Europe 20% (indirectly)

L A B e R B F A PR/ 7] People’s Republic of China/Research, production 22.2% (indirectly)
and sales of lithium battery

The carrying amount of equity-accounted investment has changed as follow for the six months ended 30
June 2021:

Six months

ended
30 June 2021

HK$’000
As at 1 January 2021 12,391
Loss for the period (6,909)
At 30 June 2021 5,482
RIGHT-OF-USE ASSETS

HK$’000

(Unaudited)

As at 1 January 2021 40,795
Amortisation (1,813)
Exchange reserve 464
At 30 June 2021 39,446

The right-of-use assets represent the Group’s prepaid land lease payments and lease of properties and
offices for its operations. Prepaid land lease payments represented up-front payments to acquire long-term
interest in the usage of land situated in the PRC. The leases of properties and offices run for an initial
period ranged from one to three years. Lease terms are negotiated on an individual basis. In determining the
lease term and assessing the length of the non-cancellable period, the Group applies the definition of a
contract and determines the period for which the contract is enforceable.

—14 -



14. TRADE RECEIVABLES

The following is the breakdown and ageing analysis of net trade receivables at the reporting dates.

As at As at
30 June 31 December
2021 2020
HK$’000 HK$’000
(Unaudited) (Audited)
Trade receivable — Gross 101,784 103,262
Less: Impairment losses and expected credit loss (399) (399)
Trade receivables — Net 101,385 102,863
The following is ageing analysis of gross trade at the reporting date:
As at As at
30 June 31 December
2021 2020
HK$’000 HK$’000
(Unaudited) (Audited)
0 to 30 days 66,108 68,099
31 to 90 days 29,993 35,163
91 to 180 days - _
Over 180 days 5,683 -
101,784 103,262
15. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
As at As at
30 June 31 December
2021 2020
HK$’000 HK$’000
(Unaudited) (Audited)
Listed equity investments, at market value, in Hong Kong
— held for trading 151,303 89,621

—15-



16.

The balance represented the fair value of 14.14% equity interests (31 December 2020: 21.72%) in Yuxing

InfoTech Investment Holdings Limited, a company listed in the GEM of Hong Kong Stock Exchange

Limited. The Company is not accounted for an equity method as the Group does not have the power to

participate in its operating and financial policies, evidenced by the lack of any direct or indirect

involvement at board level.

The fair value of the Group’s investment in listed securities has been determined by reference to their

quoted bid prices on the reporting dates.

TRADE AND BILL PAYABLES

The following is ageing analysis of trade and bills payables at the reporting dates:

As at As at

30 June 31 December

2021 2020

HK$’000 HK$’000

(Unaudited) (Audited)

Trade payables 74,476 78,273
Bill payables 3,661 -
78,137 78,273

0-30 days 47,136 65,543
31-60 days 15,994 6,435
61-90 days 1,991 194
91-180 days 2,423 21
Over 180 days 10,593 6,080
78,137 78,273

—16 —



17.

18.

BORROWINGS

Government loans (Note (a))
Other loans (Note (b))
Bank loans (Note (c))

Represented by:
Current liabilities
Non-current liabilities

Original currency

RMB
RMB
RMB

RMB
RMB

As at As at

30 June 31 December
2021 2020
HK$’000 HK$’000
(Unaudited) (Audited)
120,244 118,763
- 102,612
158,482 204,036
278,726 425,411
142,129 242,990
136,597 182,421
278,726 425,411

(a) The balance represented the unsecured and interest free loans granted by the local government in the

PRC in relation to the establishment of the manufacturing factory of new energy vehicle battery in

Zhejiang, the PRC. The loans were classified a current liabilities.

(b) These loans were from Zhejiang Geely Holding Group Co., Ltd. and its subsidiary and all these loans

were interest bearing at 4.35% per annum, unsecured and repayable within twelve months from the

reporting period and classified as current liabilities accordingly.

(c) The bank loans are secured by the Group’s right-of-use assets and property, plant and equipment and

the corporate guarantee from Zhejiang Geely Holding Group Co., Ltd. Bank loans were repayable by

instalments up to 3 June 2029 and were interest bearing at 4.9% per annum.

DEFERRED TAX LIABILITIES

Deferred taxation is calculated in full on temporary differences under liability method using the tax rates

applicable in the tax jurisdiction concerned. The amount was mainly arising from the fair value adjustment

of exploration and evaluation assets and other intangible assets.

—17 -



19. CONTINGENT CONSIDERATION PAYABLES

Under the settlement agreement related to the acquisition of SAM, the Company is committed to pay a
maximum aggregate amount of US$60,000,000 contingent additional payment and conditional mining
production payment to the sellers upon occurrence of certain events. Details of the settlement agreement are
set out in the Company’s announcement dated 13 May 2016.

The contingent consideration payables represent the fair value of the obligation for the contingent payable
in accordance with the settlement agreement.

20. CAPITAL COMMITMENTS

As at As at

30 June 31 December

2021 2020

HK$’000 HK$°000

Contracted but not provided for property, plant and equipment 67,451 57,674

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The Group use the following hierarchy for determining and disclosing the fair value of
financial instruments that are measured at fair value in the statements of financial position:

Level 1: fair value measured based on quoted prices (unadjusted) in active markets for
identical assets or liabilities;

Level 2: fair value measured based on valuation techniques for which all inputs which have
a significant effect on the recorded fair value are observable, either directly or
indirectly; and

Level 3: fair value measured based on valuation techniques for which all inputs which have

a significant effect on the recorded fair value are not based on observable market
data (unobservable inputs).
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The level in the fair value hierarchy within which the financial assets or liabilities are
categorised in its entirety is based on the lowest level of input that is significant to the fair
value measurement.

Financial assets/liabilities measured at fair value through profit or loss

Level 1 Level 2 Level 3 Total
As at 30 June 2021 HK$’000 HK$’000 HK$’000 HK$’000
Assets
Listed equity securities for strategic
purpose 39,721 - - 39,721
Listed securities held for trading 151,303 - - 151,303
191,024 - - 191,024

Liabilities
Contingent consideration payables -

106,325 106,325

Level 1 Level 2 Level 3 Total
As at 31 December 2020 HKS$’000 HK$’000 HKS$’000 HK$’000
Assets
Listed equity securities for strategic
purpose 10,676 - - 10,676
Listed securities held for trading 89,621 - - 89,621
100,297 - - 100,297
Liabilities

Contingent consideration payables - 106,325 106,325

During the six months ended 30 June 2021, there was no transfer between different levels of
fair value hierarchy.

FOREIGN CURRENCY RISK

The Group’s exposure to currency exchange rates is minimal as the group companies usually
hold most of their financial assets/liabilities in their own functional currencies. Currently the
Group does not have foreign currency hedging policy but the management continuously
monitors foreign exchange exposure and will consider hedging significant foreign currency
exposure should the need arise.
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MANAGEMENT DISCUSSION AND ANALYSIS
Lithium-Ion Battery Business

The car models installed with battery packs of the Group include the PHEV model “XC90”,
“XC607, “S60” and “S90” of Volvo and “Lynk 01 PHEV”, “Lynk 02 PHEV” and “Lynk 03
PHEV” model of Lynk & Co. Besides the sale of battery packs, the battery modules produced
by the Group are also used in the battery packs of “Polestar 01 PHEV” of Volvo.

Although the batteries produced by the Group were top quality and reliable technically, the
small production capacity and low utilisation rate of the battery plant lead to a higher average
costs when compared to the main competitors, customer exploration remains a huge challenge
but the Group has been constantly negotiating and promoting products matching with
automobile manufacturers and potential new customers in the energy storage field. Expect for
lithium ion battery for PHEVs, the Group also has 12V and 48V batteries in the product list.

Zhejiang Forever New Energy Company Limited (“Zhejiang Forever New Energy”)

Zhejiang Forever New Energy, a 52% owned subsidiary of the Group, is a modern lithium-ion
battery enterprise in Jinhua New Energy Automobile Industrial Park. Zhejiang Forever New
Energy occupies an area of approximately 130,000 square meters and the plant is designed to
possess a maximum production capacity of approximately 2,000,000 kWh ternary lithium-ion
battery annually. The first 500,000 kWh production line has commenced mass production
since 2018. The fully automatic production line adopts a state-of-the-art design and
technologies for producing pouch type cells.

Shandong Forever New Energy Company Limited (“Shandong Forever New Energy”)

The production plant of Shandong Forever New Energy, 24.5% owned associate of the
Company, covers a total area of approximately 130,000 square meters and its current factory
and office facilities cover a floor area of about 70,000 square meters. The current production
capacity of Shandong Forever New Energy amounts to 150,000 kWh of lithium iron phosphate
battery or 225,000 kWh of ternary lithium battery annually.
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Battery Sharing Business

Under the brand “GETI”, the Company has launched a battery sharing business in mid-2019
which target electric bicycles with business model include self-operation and franchising in
the PRC. “GETI” has set up battery swapping stations in the Jiangsu Province and Zhejiang
Province. By June 2021, GETI has approximately 400 battery swapping stations and 1,800
package users.

Progress of SAM
Background

As of 30 June 2021, the Group had accumulatively provided US$78.0 million to Sul
Americana de Metais S.A. (“SAM?”), an indirect wholly owned subsidiary of the Company in
Brazil, for preliminary work of the iron ore project in Brazil (“Block 8 Project” or “SAM
Project”). In addition to the acquisition consideration of US$78.4 million, the cumulative
investment had reached approximately US$156.4 million.

SAM is devoted to develop Block 8 Project as phase I operation in the state of Minas Gerais
with an annual production capacity of 27.5 million tons of iron concentrate (on dry basis) with
an average grading of 66.2% Fe in the first 18 years’ operation. The project will have an
integrated system comprising of an open-pit mine, a beneficiation plant, tailings disposal
facilities, a power transmission line, water supply pipelines, and a Vacaria water dam.

The license application procedure of the mine project in Brazil involves three most important
licenses: Preliminary License (“LP”), Installation License (“LI”) and Operation License
(“LO”). Among them, the LP is the most important to the project as it confirms environmental
feasibility and approves the location and design of the project, and establishes basic
requirements and conditions to be met in the next phases of the implementation of the project.
The LP is also a prerequisite for obtaining the LI, LO, and other necessary approvals or
implementing the project.

Updates on the Project Development Plan
Expected Timetable
Assuming that the LP is obtained in the fourth quarter of 2021, there is a chance to obtain the

LI in the second quarter of 2023 and start trial production in the second quarter of 2026. Many
uncertainties, however, may affect the timetable.
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Capex and Opex

The total investment of Block 8 Project is estimated to be US$2.24 billion, excluding the
pipeline project led by Lotus Brasil and the port project led by Bahia State Government. The
Opex per ton of pellet feed for the first 18 years is approximately US$20.4 and thereafter will
rise to approximately US$25.7. Taking into account the pipeline transportation and
concentrate dewatering service fees payable to Lotus Brasil, as well as fees payable to the
port, FOB costs are expected to be approximately US$33.7 per ton for the first 18 years and
then increase to US$39.0 per ton.

LP Application

SAM remained committed to applying for the LP in compliance with laws and regulations in
Brazil over the past few years. When and after the Group was notified of the pending granting
of the LP for the first time in 2015, two tailings dam failures occurred at other mines in Brazil,
resulting in a severe delay in the granting LP for the SAM project. Although being aware of
many mines worldwide that were put into operation or even failed after more than one or two
decades of preliminary work, the delay in SAM’s obtaining necessary licenses for the
construction is still frustrating.

The collapse of a tailings dam at the Samarco mine in the state of Minas Gerais in Brazil in
November 2015 caused damage to residents in surrounding areas and polluted the environment
downstream. As a result of this disaster, environmental licensing processes were suspended
for all projects involving tailings dams and the government also formulated more stringent
laws and regulations, substantially delaying the LP application for all mining projects with
tailings dam facilities in Brazil. The SAM project was therefore halted for two years during
which SAM had been negotiating with the environmental licensing authority on optimization
of the project and necessary complementary studies.

At the end of 2017, after two years of interruption of environmental licensing process of the
project, the Company decided to restructure the SAM project by spinning off the pipeline
logistics business to a third-party company so that SAM would focus more on the optimization
of the mine project.

In 2018, to reduce the environmental impact and risks of the project and build a safe,
sustainable green mine, SAM fully optimized the engineering design of the project in
accordance with new law