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() Financial Summary

A Revenue
o BEIPHERK * Fertiliser business 721,446 1,357,513 (46.9)
o BREMER * Magnesium product business 368,178 726,229 (49.3)
o FREMIAE * Metallurgical flux business 16,951 31,304 (45.9)
1,106,575 2,115,046 (47.7)
RATHEE AN (Loss)/Profit attributable to
(B18),/&H owners of the Company (6,708) 214,784 (103.1)
FRER(ER) BT Basic (loss)/earnings per share (0.15 1l cents) 4.691l cents (103.2)
e Dividend - - -

EEHBAE Total assets 7,342,342 7,627,565 (3.7)
BEFE Net assets 4,165,607 4,269,911 (2.4)
BIEE Total borrowings 2,052,433 2,180,883 (5.9)
PR R R % Shareholders’ equity 3,748,832 3,828,905 2.1)




(n) BrEgtbEx

(I1) Financial Ratio

(PG EiEE B Return on shareholders’ equity
BEERIWE Return on total assets
BMEFSEE Interest coverage

1 (0.2%) 5.7% 5.4% 4.3% 4.2%
2 (0.2%) 3.1% 2.8% 2.0% 2.3%
3 1x % 5x1& 4x 15 3xfE Ax 15

BELE Gearing ratio 4 28.0% 28.6% 27.6% 27.3% 29.4%
TRENLL X Liquidity 5 1x 1 Ix 1% x5 x5 3xfE
MIaT - notes:

1. ARARVHEA AEGEAN(ER) & REgEs 1. (Loss)/Profit for the period attributable to owners of the

2. HRN(ER) B AERE
3. BASBREFMBRASATIET R ESFX%

&

BIEE BERE
MEEE /MEBAE

o

Company/Shareholders’ equity

2. (Loss)/Profit for the period/Total assets

3. Profit before income tax and interest expense/Interest
expense

4. Total borrowings/Total assets

5. Current assets/Current liabilities
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B EEIER/ A

Industry Review

The first half of 2020 has been an unusual and challenging
year for all industries. COVID-19 outbreaks have occurred
all over the world. Countries have responded to the spread
with strict social controls. China took the lead in controlling
the epidemic through strict prevention and control
measures. The raging epidemic has severely impacted
the global economy. According to the 2020 GDP forecast
released by IMF on 30 June, 2020, the global GDP growth
rate is -4.9%. The GDP growth in the U.S. is -8%. China’s
GDP growth, though 1%, is down 5.1ppt from last year.
The Eurozone is the worst, with GDP growth of -10.2%,
down 11.5 percentage points from last year.

Although China’s GDP growth is still positive, the fertilizer
industry misses out the most significant season of the year.
As the saying goes, “A Year’s Plan Starts With Spring”. The
spring is the season for farmers to plow and sow. Spring
plowing and sowing are significantly related to the harvest
of the year. The impact of the epidemic is mainly reflected
in delays in the farming season and insufficient supplies
of materials for production. Due to the need of epidemic
prevention and control, raw materials and products once
could not be shipped, and people could not move across
cities. The influence of the epidemic, and the series of
prevention and control measures have significant impacts
on the industrial and supply chain of the agricultural
production businesses. It causes a severe impact that
fertilizer businesses could not be operated normally or
could only be operated on a limited basis, not to mention
impediments on delivery.
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The magnesium industry also suffers from the spread of
the global epidemic. The magnesium industry is heavily
dependent on exports. Most of the export destinations
are areas where the epidemic is rather severe. It may take
a long time for the production to resume normal in those
regions. The global epidemic, in fact, affects the magnesium
industry severely.

Besides, since June this year, heavy rains caused severe
floods in many parts of China. It hit the Yangtze River basin
in China the hardest. The Yangtze River basin is pivotal
in China. It covers the arable land of approximately more
than 200,000 square kilometers, affecting tens of millions
of people. Floods have affected thousand of hectares of
crops, and direct economic losses are up to tens of billions
yuan. In 2020, many farmers have already missed the
spring plowing and delayed summer planting. As a result,
the market demand is much weakened. It will take some
time for the economy and the agricultural production in the
affected areas to fully recover from the severe floods.
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Business Review

Under the adverse international environment of negative
growth in major economies, almost all industries have
suffered. For the six months ended 30 June 2020 (the
“Period”), the Group recorded an overall revenue of
HK$1,106,575,000 (2019: HK$2,115,046,000), representing
a year-on-year decrease of approximately 47.7%. The
overall gross profit margin was 17.2% (2019: 25.3%),
and the loss after tax was HK$17,658,000 (2019: profit
after tax was HK$228,089,000). Among them, revenue
from the fertilizer business for the Period amounted to
HK$721,446,000 (2019: HK$1,357,513,000), representing
a year-on-year decrease of approximately 46.9%. The
epidemic impairs demands and retards transportation.
Consequently, the Group’s inventories go up and the
receivables collection cycles are lengthened.

The continued global spread of COVID-19 has an obvious
impact on Rare Earth Magnesium Technology Group
Holdings Limited (“REMT”), which is the subsidiary of the
Group. In the first quarter of 2020, due to the impact
of strict social and transportation control measures in
China, some employees failed to return to work on time
after the Chinese New Year holidays. Some regions were
closed resulting in the logistics obstruction. Businesses
were not operated normally or only operated on a limited
basis. With the spread of the epidemic abroad and the
increasing tension between China and the United States,
the downstream customers of magnesium products have
been affected by the weak export orders. This leads to a
sharp decline in the sales of REMT and longer receivable
collection cycles. Meanwhile, the importation of COVID-19
patients from overseas and from some unknown virus
sources, have caused the resurgence of the epidemic
in Northeast China and Xinjiang regions, where REMT’s
production bases locate. Due to epidemic prevention and
control, REMT has implemented strict measures, which has
affected the operations and the efficiency of the enterprise.
During the Period, REMT’s revenue was approximately
HK$368,178,000 (2019: HK$726,229,000), representing
a year-on-year decrease of 49.3% with the average gross
margin of approximately 20.5%.
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Prospect

The No.1 Document from the Central Government of China
(“Chinese Government”) for the past ten years has been
all about “Issues Concerning Agriculture, Rural Areas and
Farmers”, in which the rural ecological governance is one
of the crucial points. The Chinese Government encourages
farmers to minimize the use of pesticides and chemical
fertilizers, and pursue high-yield agriculture, and to
gradually develop high-value ecological agriculture. Green
ecological fertilizers, strongly promoted by the Chinese
Government, are the differentiated product of the Group.
Our ecological fertilizers meet the demand of organic and
high-quality agricultural products, and improve the soil
quality. The Group’s two other categories of products
are functional fertilizers and general fertilizers. Functional
fertilizers help improve soil conditions and fertilizer utilization
rate; enhance crop yields and quality; combat diseases and
bacteria. General fertilizers provide necessary nutrients to
crops, which are well supported under government policies
of Fertilizer Prescription and Scientific Fertilization.

The COVID-19 epidemic continues to spread around
the world. It has been more than eight months since the
outbreak, and in many countries, it has not been effectively
brought under control. There have also been resurgences
in some parts of mainland China and Hong Kong. The
Group will pay close attention to the epidemic and adjust
its strategies, and respond to market changes. We believe
that in the post-epidemic era, the Government will pay
more attention to food security and agricultural production.
People will pay more attention to food safety and quality,
to meet their increasing desire for tasty food and a healthy
life. The Group will, as always, adhere to the strategy
of developing green industry, and to make ourselves a
flagship in ecological industry. We will uphold the mission
of “Enhancing Crop Productivity and Soil Fertility”, and
prepare for the new era of ecological fertilizer industry.
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FESEIHR Key Operational Data

HZE2020F6 A30B IE Nl B 2 A4 FE+%E Unaudited key operational data for the six months ended

TEBEBEIBRHE0I9OFRMEBELEM T - T5& 30 June 2020, together with the comparative figures for

oM T EEBEARAERNBEANLKABB the corresponding period in 2019, are as follows. Main

98% ° businesses listed below contributed over 98% of the
Group’s total revenue for the Period.

(a) TEEMZHES : (a) Sales volume of major products:

BEIER B Fertiliser business 328,791 538,762 (39.0)
BEEmER Magnesium product business 18,674 28,395 (34.2)
(b) FEEmZFIIERE : (b) Average selling price of major products:

BERRER Fertiliser business 2,194 2,520 (12.9)
PR TS Magnesium product business 19,716 25,576 (22.9)
(c) EFE: (c) Gross profit margin:

BEIER Fertiliser business 15.4 23.2 (7.8)
HEMER Magnesium product business 20.5 28.4 (7.9)

REE B The Group’s overall 17.2 25.3 (8.1)
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FINANCIAL REVIEW

Operating income and gross profit

During the Period, the Group recorded revenue of
approximately HK$1,106,575,000, being year-on-year
decrease of approximately 47.7%. Contribution by our
Group’s dual core businesses: fertiliser business and
magnesium product business accounted for similar
proportion as compared to corresponding period of last
year, representing 65.2% and 33.3% (2019: 64.2% and
34.3%) of revenue respectively.

In response to the outbreak of COVID-19 at the beginning
of the year, the PRC government adopted series of
prevention and control measures. As a result, many
companies ceased operations for a long time or maintained
only limited operations, and the movements of both people
and materials were not smooth. The Group was also deeply
affected, resulting in a decline in production and sales.

Revenue and sales volume of fertiliser business were
approximately HK$721,446,000 and approximately 328,791
tonnes during the Period, being year-on-year decrease of
approximately 46.9% and 39.0%, respectively. The average
gross profit was 15.4%, being year-on-year decrease of
approximately 7.8 percentage points. The decrease in gross
margin was mainly attributable to the soft prices of general
fertilizers. In addition, the Group has also introduced some
basic ecological fertilizers to cater to different needs, which
reduced the gross profit of overall fertilizer.

Revenue and sales volume of magnesium product business
were approximately HK$ 368,178,000 and approximately
18,674 tons during the Period, being year-on-year decrease
of approximately 49.3% and 34.2%, respectively. The
average gross profit was 20.5%, being year-on-year
decrease of approximately7.9 percentage points.

EERHRRAH
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Other gains or losses, net

During the Period, the Group’s other net gains or losses
were approximately HK$24,161,000, being a decrease of
approximately 34.6% from last year, mainly due to the fact
that the Group’s equity instruments at fair value through
profit or loss recorded a fair value loss of approximately
HK$1,136,000 during the Period, compared to a fair value
gain of approximately HK$7,774,000 for the corresponding
period of last year.

Selling and marketing costs

During the Period, the Group’s selling and marketing costs
were approximately HK$27,662,000, being a decrease of
approximately 41.9% from last year, which was in line with
the Group’s revenue decrease. The selling and marketing
costs mainly consisted of salaries, commissions and
transportation costs.

Administrative expenses

During the Period, the Group’s administrative expenses
were approximately HK$123,142,000, being an increase
of 16.2% from the corresponding period of last year.
Administrative expenses mainly include staff compensation,
depreciation and amortisation and professional expenses.
The increase in administrative expenses was mainly due
to the fact that the R&D expenses of magnesium product
business during the Period increased by approximately
HK$7,357,000 year-on-year.

Finance costs

During the Period, the Group’s finance costs were
approximately HK$74,711,000, representing a decrease
of approximately 9.3% year-on-year, mainly resulted from
decrease in the exchangeable bonds outstanding balances.
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Income tax expense

During the Period, the Group’s income tax expense was
approximately HK$ 26,107,000, representing a decrease
of approximately 74.5% year-on-year. The decrease was
mainly attributable to the reduction in the Group’s taxable
income as impacted by the epidemic.

Margin

Based on the reasons above, the Group’s loss for the
Period was approximately HK$17,658,000, representing a
year-on-year decrease of approximately 107.7%.

Possible Debt Restructuring and the
Appointment of Joint Provisional Liquidators
for Restructuring Purposes

Historically, the Group has enjoyed strong growth and
profitability over a number of years in its fertilizer business,
metallurgical flux business, and magnesium product
business. However, the raging COVID-19 outbreak and
the Chinese Government’s epidemic prevention and
control measures have led to key businesses either not
operating normally or only operating on a limited basis.
These conditions had resulted in slower orders and longer
receivable collection cycles and has led to a material
reduction in the Group’s profitability and liquidity in the
first half of 2020. This, coupled with the spread of the
epidemic, and the rising tensions between the United
States of America and mainland China have adversely
affected the Company’s ability to refinance the Notes and
other borrowings, leading to the default in its redemption
of its subordinated notes in aggregate principal amount of
SGD101,750,000 that matured on 3 July 2020.

EEBHARAN
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In order to facilitate a restructuring of its debts with
the benefit of a statutory moratorium prohibiting the
commencement or continuance of any proceedings against
the Company without the leave of court, the Company
has applied on 2 July 2020 (Cayman lIslands time) to the
Grand Court of the Cayman Islands (the “Grand Court”) for
the appointment of Mr. Yen Ching Wai David and Ms. So
Kit Yee Anita of Ernst & Young Transactions Limited, Mr.
Roy Bailey of Ernst & Young Ltd, and Ms. Tammy Karina
Fu of EY Cayman Ltd. (collectively, the “JPLs”) as the
“light-touch” joint provisional liquidators of the Company
for restructuring purposes, with the power to act jointly
and severally. REMT, the subsidiary of the Company, has
also made a similar application to the Supreme Court of
Bermuda for the same purpose.

A “light touch” basis is that the Board will retain
management of the Company and maintain the operation
of the Group, while the JPLs will work alongside the
Company’s management to monitor, supervise, and oversee
the implementation of a group-wide holistic and coordinated
restructuring of its debts and liabilities including to maintain
the listing of the Company on the Stock Exchange.

The JPL Application was heard before the Grand Court
on 14 July 2020 (Cayman lIslands time). The Grand Court
granted an order that the JPLs have been appointed with
immediate effect.

On 18 August 2020, the Grand Court issued a letter
of request (“LOR”) to the High Court of Hong Kong for
the recognition of the appointment and powers of the
JPLs in Hong Kong to, inter alia, develop and propose
a restructuring plan to allow the Company to continue
as a going concern. The Grand Court also accepted the
resignation of one of the JPLs, Mr. Yen Ching Wai David
on the same day. The JPLs appointment order remains in
force in respect of Mr. Roy Bailey, Ms. Tammy Karina Fu
and Ms. So Kit Yee Anita as JPLs. An application has been
filed by the JPLs to the High Court of Hong Kong on 26
August 2020 for the recognition of the appointment and
powers of the JLPs pursuant to the LOR. On 28 August
2020, the High Court of Hong Kong has approved the said
application.
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Management Discussion and Analysis

Liquidity, liabilities and financial resources

On 18 April 2020, the Company entered into a subscription
agreement (the “Subscription Agreement”) with China
Century Sunshine Group Investment Company Limited,
(the “Subscriber”, wholly-owned by Mr. Chi Wen Fu,
a controlling Shareholder and an executive Director),
pursuant to which, the Company conditionally agreed to
issue, and the Subscriber conditionally agreed to subscribe
for, the Convertible Bonds in the aggregate principal
amount of HK$300,000,000, which may be converted into
1,600,000,000 Conversion Shares based on the initial
Conversion Price of HK$0.1875 per Conversion Share upon
full conversion. On 3 July 2020, the Subscription Agreement
was terminated by both parties. For more details, please
refer to the announcements made by the Company on 18
April 2020 and 3 July 2020.

As at 30 June 2020, total amount of bank and cash
balances of the Group was approximately HK$303,371,000
(as at 31 December 2019: approximately HK$832,662,000).

As at 30 June 2020, the Group’s total borrowings
decreased by approximately 5.9% as compared to that as
at 31 December 2019. The Group’s gearing ratio (calculated
by total borrowings over total assets) was approximately
28.0% as at 30 June 2020 (as at 31 December 2019:
approximately 28.6%).

The Group’s ongoing business operations and capital
expenditure will be funded by internal cash flows generated
from operations, available credit facilities and equity/debt
financings.

Exchange Rate Risk Management

The Group mainly operates in the People’s Republic of
China (the “PRC”) and Hong Kong and is exposed to foreign
exchange risk primarily with respect to HK$, Renminbi,
US$, Singapore dollars and Australian dollars. Foreign
exchange risk arises from future commercial transactions,
recognised assets and liabilities and net investments in
foreign operations. The Group does not presently hedge the
foreign exchange risks. The Group will periodically review
liquid assets and liabilities held in currencies other than HK$
to evaluate its foreign exchange risk exposure and consider
the usage of hedging instruments when necessary.
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Pledge of Assets

As at 30 June 2020, the Group had pledged its property,
plant and equipment, right-of-use assets and bank deposits
with carrying amount of approximately HK$912,683,000,
HK$154,428,000 and HK$187,166,000 respectively (as
at 31 December 2019: approximately HK$884,167,000,
HK$160,183,000 and HK$47,450,000 respectively) to
secure borrowings and bills payables.

Contingent liabilities

As at 30 June 2020, other than those disclosed in Note
18 to the financial statements, the Group did not have any
significant contingent liabilities.

Capital Structure

As at 30 June 2020 and 31 December 2019, the issued
share capital of the Company was HK$91,622,337, divided
into 4,581,116,843 shares of HK$0.02 each.

Human resources

The number of employees of the Group was approximately
2,140 as at 30 June 2020 (as at 31 December 2019:
approximately 2,350). The remuneration of employees
is determined by the Group with reference to their
performance, work experience and current market
conditions. Employee benefits include medical insurance,
defined contribution retirement plans, discretionary bonus
and employee share option scheme. There has been no
labour dispute or significant change in the number of
employees that affect the normal operations of the Group.
The Directors believe that the Group maintains admirable
relations with its employees.
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Management Discussion and Analysis

Project Overview

Dolomite Mine

The Group’s dolomite mine is situated in Baishan City,
Jilin Province, the PRC. The mine is operated by open-pit
method, and therefore no additional exploration works are
involved or required. Only simple infrastructure works for
open-pit mining are involved in the development activities,
and no underground drilling or structural works are involved.
The dolomite mined is the raw material for producing
magnesium products of the Group. The transportation
cost for the raw material is relatively low due to the close
proximity of the mine to the production base of the Group.

As disclosed in the 2010 annual report of the Company, the
dolomite mine of the Group was reported under the Chinese
resource/reserve categories. As at 30 June 2020, the
anticipated resource and reserve volumes were determined
based on the yearly reduction of quantity mined to calculate
the remaining resource and reserve volumes. There is no
material change in the assumptions of estimation by the
Group as compared with those previously disclosed. The
resource and reserve volumes was reviewed by the Group’s
internal geological experts. For the six months ended 30
June 2020, there were no dolomite output*. As compared
with the status as at 31 December 2019, there was no
material change in the resource estimate and ore reserve of
the dolomite mine.

For the six months ended 30 June 2020, there were no
expenditures incurred in mining activities, exploration
activities and development activities.

Serpentine Mine

The Group’s serpentine mine is situated in Donghai County,
Jiangsu Province, the PRC. The mine is operated by
open-pit method, and therefore no additional exploration
works are involved or required. Only simple infrastructure
works for open-pit mining are involved in the development
activities, and no underground drilling or structural works
are involved. The serpentine mined is sold directly as
metallurgical flux for iron and steel smelting and is the
raw material for producing silicon magnesium fertilisers of
the Group. The transportation cost for the raw material is
relatively low due to the close proximity of the mine to the
production base of the Group.
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As disclosed in the 2010 annual report of the Company,
the resource/reserve of the Serpentine Mine was reported
under the JORC system when it was acquired in 2010.
As at 30 June 2020, the anticipated resource and reserve
volumes were determined based on the volume at the
time of acquisition with the yearly reduction of quantity
mined to calculate the remaining resource and reserve
volumes. There is no material change in the assumptions of
estimation by the Group as compared with those previously
disclosed. The resource and reserve volumes were
reviewed by the Group’s internal geological experts. For
the six months ended 30 June 2020, the Group completed
a serpentine output of 148,782* tonnes. As compared with
the status as at 31 December 2019, there was no material
change in the resource estimate and ore reserve of the
serpentine mine.

The expenditures incurred for the six months ended 30
June 2020 in mining activities were mainly for direct
wages, materials, energy, transportation, depreciation and
amortisation, etc. Such expenditures have been included
in cost of sales and charged to the unaudited condensed
consolidated statement of profit or loss and the unaudited
condensed consolidated statement of comprehensive
income.

The expenditure incurred in mining production activities
of serpentine for the six months ended 30 June 2020
was approximately HK$11,616,000 while the expenditure
incurred in development activities and exploration activities
was HKS$Nil.

*

Output is the stock-in-quantity from Dolomite/Serpertine
mines, including mine extraction for the Period.
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For the six months ended 30 June 2020

WA Revenue 4 1,106,575 2,115,046
SHE R AR Cost of sales (916,796) (1,579,963)
EF Gross profit 189,779 535,083
Hib s ok B8 558 Other gains or losses, net 24,161 36,960
HERMBHEEER Selling and marketing costs (27,662) (47,630)
THHAX Administrative expenses (123,142) (105,936)
N EEFE Exchange difference, net 20,024 (5,415)
% E R Finance costs 6 (74,711) (82,408)
B PRS0 A A1 Profit before income tax 8,449 330,659
FriSfiFA Income tax expense 7 (26,107) (102,570)
AR (EE), & F (Loss)/Profit for the period 8 (17,658) 228,089
THALTEESBR(ER),” (Loss)/Profit for the period
pi attributable to:
RARHEBA Owners of the Company (6,708) 214,784
e R R Non-controlling interests (10,950) 13,305
(17,658) 228,089
sR(ER) B : (Loss)/Earnings per share:
— &K - basic 9(a) (0.15 {li cents) 4,691l cents
-8 - diluted 9(b) (0.15 {li cents) 4.691ll cents
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For the six months ended 30 June 2020

Century Suns

enensive in

HR(EER) SRF (Loss)/Profit for the period (17,658) 228,089
Hihz2mEEH - Other comprehensive
MR BH - expenses, net of
income tax:
Hgn st Items that may be reclassified
EEmER subsequently to profit or loss:
MEGINEETEE Exchange differences
ZEHZER arising from translation of
foreign operations (95,651) (17,152)
HAHMEZEXH Other comprehensive
(HIBRFTBHL) expenses for the period
(net of income tax) (95,651) (17,152)
HMAEE(ZH) WA#%%E Total comprehensive
(expenses)/income
for the period (113,309) 210,937
THATEGBHARAZE Total comprehensive
(ZH),WA#EEE - (expenses)/income for
the period attributable to:
FIN/NEIESFSDN Owners of the Company (87,445) 204,849
e R Non-controlling interests (25,864) 6,088
(113,309) 210,937
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kRBEE Non-current assets
EREEE Right-of-use asset 11 276,553 287,442
WE - BB K& Property, plant and equipment 11 3,795,369 3,866,144
GRS Goodwill 197,368 197,368
mEAE Intangible assets 339,661 348,142
AR Mining rights 417,679 428,468
RERITIFR Long term bank deposits 55 9,604
5,026,685 5,137,168
REBEE Current assets
BERARBEAEZZ Equity instruments at fair
AT E value through profit or loss 7,645 8,782
rE Inventories 555,726 471,760
B 5 e WA R KRR Trade and bills receivables 12 686,980 461,381
FERRIE - &S Prepayment, deposits and
Ko E A & R IE other receivables 672,611 634,397
RITRIR & AR Bank and cash balances 303,316 823,058
2,226,278 2,399,378
DEABIEHEEE Asset classified as held for sale 89,379 91,019
2,315,657 2,490,397
CRBAE Less: Current liabilities
B2 RN FE R RN R Trade and bills payables 13 398,143 291,863
FEET B FA I E B T R IE Accruals and other payables 243,136 217,096
BRAE Contract liabilities 196,913 186,707
HEAaRE Lease liabilities 1,067 1,962
FERTFTISHE Income tax payable 10,890 22,397
BE Borrowings 15 1,758,510 1,624,157
Al ES Exchangeable bonds 14 108,576 120,640
2,717,235 2,364,822
RE(AE) EEFE Net current (liabilities)/assets (401,578) 125,575
EEHAERRBER Total assets less
current liabilities 4,625,107 5,262,743
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Less: Non-current liabilities

REWA Deferred revenue 67,053 68,283
H b TR Other payables 46,118 46,962
aHEE Contract liabilities — 176,448
HEBE Lease liabilities 12 5,397 5,870
=g Borrowings 15 185,347 536,086
RIETIE A& Deferred tax liabilities 155,585 159,183
459,500 992,832
EEFE Net assets 4,165,607 4,269,911
ADQAEE AEBEMBAR Capital and reserves
K #E attributable to owners
of the Company
f& 7 Share capital 16 101,419 101,419
] Reserves 3,647,413 3,727,404
3,748,832 3,828,823
IR ER Non-controlling interests 416,775 441,088
B Total equity 4,165,607 4,269,911
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RO A1REES)  Asat 1 January 2010 faudied) 101419 1,358,356 452 13,666 U420 966 (43203 (82769 221028 3,507,885 08738 3956618
Sma Proft for the period - - - - - - - - 214,784 214,784 13,305 228,089
LT Other comprenensive expenses for

(HBHER): the perod et o ncome ta):
e Exchange difeences arsing
LBHER from tranglation
of foreign operafions - - - - - - (9,98 - - (9,935 ran (18

ShaEn)/ Totel comprehensive income/

(Bx )48 (etpenses) for the period - - - - - - 9939) TN (TS 6088 210087
S476R Transter of rserve - - - - 676 - - - (676) - - -
RERERGAZZRS  Foultysetted share-based

{ransacfions - - - - - 29718 - - - 2918 - 2978

R2019%6A %A As at 30 June 2019
(756 (umauafteq) 101419 1,353,356 4526 13,666 24918 12603 (63,138 (2%2769) 2491131 373112 Q34821 4170533

RAONEIHIEEER)  Asat 1 January 2000 faudite) 101,419 1383356 4526 13,666 275,051 32,504 (347,598 (221,707) 264756 3,828,823 441,088 4,269,011
T Proft rthepeod - - - - - - - - 6708 (6708 (f0%50)  (17,658)
BhEhRERY Other comprehensive expenses for

(HBAER): the perod (et o ncome ta):
REBNSRAEE Eichange dfeences arsing
JEHEE from tranglation
of foreign operafions - - - - - - (80,787) - - [(80,787)  (14,914)  (95,651)
BhAERRSE Totel comprehensive expense
forhe paod - - - - - - B - (6708 (1445 (25864  [113,309]
SREGE Transfer of esene - - - - 7 - - - 2n) - - -
HELZAEEERES Changeln ownersip interest n
suosdares - - - - - - % - M9 1 300
REHERGRZE  Eultysetted share-based
iransactions - - - - - 6,005 - - - 6,005 - 6,005
R0%E6A%A As at 30 June 2020

(+i%5) (rauded 101,419 135335 4526 13666 255320 OTT3 (428305 (29532) 2610537 4,748,832 416775 4,165,607
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For the six months ended 30 June 2020

KEEBAT(BA) S ELES Net cash (used in)/generated from
e Fr operating activities (245,962) 191,716
WEEREFTEAMIESFE  Net cash used in investing activities (228,214) (273,821)
BVEEEFTBAMIREEEE  Net cash used in from financing activities (172,972) (42,216)
RENRERRESIBE M FEE  Net decrease in cash
and cash equivalents (647,148) (124,321)
BYNREMNERREEE Cash and cash equivalents at the
beginning of the period 785,157 568,651
INESTE R B E) 2 Effect of foreign exchange rate changes (21,859) (7,780)
HERMIBE MERESER Cash and cash equivalents at the
end of the period 116,150 436,550
ReRERRELIEHR Analysis of balances of cash
EER DA and cash equivalents
RAKEZEPLG AR Bank and cash balances as stated in
MERFNIREVIETMIRS 4 the unaudited condensed consolidated
statement of financial position 303,371 533,146
RERRENEEERR Deposits with banks pledged as
BRZBITHER security for borrowings and bills payables (187,166) (96,596)
I R R 2 BR E Non-pledged deposits with bank with
=16 A A k2 JEHE A original maturity of more than
RITIF K three months when acquired (55) -
RAEEZERAGER Cash and cash equivalents as stated
MERIENRE in the unaudited condensed
LERREIER consolidated statement of cash flows 116,150 436,550
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otes to the Unaudited Condensed Consolidated Interim Financial Statements

#ZE 20204 6 A 30 AL/ E A
For the six months ended 30 June 2020

General Information

Century Sunshine Group Holdings Limited (the
“Company”) and its subsidiaries (collectively referred
to as the “Group”) are principally engaged in
fertiliser business, magnesium product business and
metallurgical flux business.

The Company was incorporated in the Cayman Islands
on 21 January 2003 as an exempted company with
limited liability under the Companies Law, Cap. 22
(Law 3 of 1961, as consolidated and revised) of the
Cayman Islands. On 17 February 2004, the Company’s
shares were listed on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and the Company’s shares have been
listed on the Main Board of the Stock Exchange since
1 August 2008.

The unaudited condensed consolidated interim
financial statements are presented in Hong Kong
dollars (“HK$") and all values are rounded to the
nearest thousand (HK$’000) except when otherwise
indicated.

The unaudited condensed consolidated interim
financial statements for the six months ended 30 June
2020 were approved for issue by the Board on 31
August 2020.
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nterim Financial Statements

Basis of Preparation

The unaudited condensed consolidated interim
financial statements for the six months ended 30
June 2020 have been prepared in accordance with
Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” and the applicable disclosure
requirements of Appendix 16 to the Main Board Listing
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”).

The unaudited condensed consolidated interim
financial statements should be read in conjunction
with the consolidated financial statements for the year
ended 31 December 2019, which has been prepared
in accordance with Hong Kong Financial Reporting
Standards (the “HKFRSs”).

The preparation of the unaudited condensed
consolidated interim financial statements requires
management to make judgments, estimates and
assumptions that affect the application of accounting
policies and the reported amounts of assets and
liabilities, income and expenses. Actual results may
differ from these estimates.

Other than the changes in accounting policies
resulting from application of amendments to HKFRSs,
in preparing these unaudited condensed consolidated
interim financial statements, the significant judgments
made by management in applying the Group’s
accounting policies and the key sources of estimate
uncertainty were the same as those that applied to the
consolidated financial statements for the year ended
31 December 2019.

Reference is made to the announcement of the
Company dated 3 July 2020, 8 July 2020, 9 July
2020, 15 July 2020, 11 August 2020, 24 August
2020 and 31 August 2020 (the “Announcements”), in
relation to, among other things, the winding up petition
(the “Petition”) and application for the appointment
of “light touch” joint provisional liquidators (the “JPL
Application”) for restructuring purposes.
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For the six months ended 30 June 2020

The Company has defaulted on the redemption of the
SGX listed subordinated notes in the principal amount
of the SGD101,750,000 (the “Notes”) on their maturity
on 3 July 2020. In view of the payment default, so
caused cross defaults constitute an event of default
in respect of certain borrowings of the Group and
certain debts are immediately payable on demand in
accordance with their terms.

On 14 July 2020, an order was granted by the Grand
Court of the Cayman Islands (the “Grand Court”) for
the appointment of Mr. Yen Ching Wai David and
Ms. So Kit Yee Anita of Ernst & Young Transactions
Limited, Mr. Roy Bailey of Ernst & Young Ltd, and Ms.
Tammy Karina Fu of EY Cayman Ltd. (collectively, the
“JPLs") as the “light-touch” joint provisional liquidators
of the Company for restructuring purposes, with the
power to act jointly and severally. Joint provisional
liquidators on a “light touch” basis that the board of
directors of the Company will retain management of
the Company while the joint provisional liquidators
will work alongside the Company’s management to,
amongst other things, monitor, supervise, and oversee
the implementation of a group-wide holistic and
coordinated restructuring of its debts and liabilities
including to maintain the listing of the Company on the
Stock Exchange. On 18 August 2020, the Grand Court
issued a letter of request (“LOR”) to the High Court
of Hong Kong for the recognition of the appointment
and powers of the JPLs in Hong Kong to, inter alia,
develop and propose a restructuring plan to allow the
Company to continue as a going concern. The Grand
Court also accepted the resignation of one of the
JPLs, Mr. Yen Ching Wai David on the same day. The
JPLs appointment order remains in force in respect
of Mr. Roy Bailey, Ms. Tammy Karina Fu and Ms. So
Kit Yee Anita as JPLs. An application has been filed
by the JPLs to the High Court of Hong Kong on 26
August 2020 for the recognition of the appointment
and powers of the JLPs pursuant to the LOR. On
28 August 2020, the High Court of Hong Kong has
approved the said application.
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im Financial Statements

Going Concern Basis

During six months ended 30 June 2020, the Group
recorded loss approximately HK$17,658,000.
And as at 30 June 2020, the Group’s borrowings
approximately HK$1,867,086,000 are subject to
renewal or to be fully repaid within the next twelve
months. These conditions may cast doubt on the
Group’s ability to continue as a going concern.
Therefore, the Group may be unable to realize its
assets and discharge its liabilities in the normal course
of business.

The Company is actively exploring options to
restructure its debts and intends, to implement a
management led restructuring by taking advantage
of the court-supervised provisional liquidation
regime in the Cayman Islands, commonly known as
a “light touch” provisional liquidation, which gives
the Company the benefit of a statutory moratorium
prohibiting the commencement or continuance of any
proceedings against the Company without the leave of
the Grand Court of the Cayman Islands. The Company
is actively considering to develop a viable restructuring
proposal, including but not limited to some or all of
the followings:

1. equity restructuring to facilitate the raising of
cash for the Company from third party investors
through equity issue;

2. a debt restructuring that may involve refinancing
and/or a compromise or arrangement of the
debts and liabilities of the Group;

3. potential investment in the Company from one
or more third party investor(s) to facilitate raising
of cash for the Company and potential disposal
of non-core business and non-operating fixed
assets of the Group; and/or

4.  implementation of further cost control measures
on capital investments, production and
administrative operations to reduce overall
operating costs of the Group.
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The directors of the Company are of the opinion that
it is appropriate to prepare the unaudited condensed
consolidated financial statements on going concern
basis. These unaudited condensed consolidated
financial statements have been prepared on a going
concern basis, the validity of which depends upon
that the Group will be able to successfully negotiate
and agree with the creditors to renew or extend the
existing borrowings or complete debt financing to
meet its liabilities as they fall due. Should the Group
be unable to continue as a going concern, adjustments
would have to be made to the unaudited condensed
consolidated financial statements, to write down
the value of assets to their recoverable amounts, to
provide for further liabilities which might arise and to
reclassify non-current assets and non-current liabilities
as current assets and current liabilities, respectively.
The effect of these adjustments has not been reflected
in the unaudited condensed consolidated financial
statements.

Significant Accounting Policies

Application of amendments to HKFRSs

In the current interim period, the Group has applied
the Amendments to References to the Conceptual
Framework in HKFRS Standards and the following
amendments to HKFRSs issued by the HKICPA, for
the first time, which are mandatorily effective for the
annual period beginning on or after 1 January 2020 for
the preparation of the Group’s unaudited condensed
consolidated financial statements:

Amendments to HKAS 1
and HKAS 8

Definition of Material

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Interest Rate Benchmark
Reform

In addition, the Group has early applied the
Amendment to HKFRS 16 “Covid-19-Related Rent
Concessions”.
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im Financial Statements

Except as described below, the application of the
Amendments to References to the Conceptual
Framework in HKFRS Standards and the amendments
to HKFRSs in the current period has had no material
impact on the Group’s financial positions and
performance for the current and prior periods and/
or on the disclosures set out in these unaudited
condensed consolidated financial statements.

3.1 Impacts of application on Amendments
to HKAS 1 and HKAS 8’ Definition of
Material”

The amendments provide a new definition of
material that states “information is material
if omitting, misstating or obscuring it could
reasonably be expected to influence decisions
that the primary users of general purpose
financial statements make on the basis of those
financial statements, which provide financial
information about a specific reporting entity.” The
amendments also clarify that materiality depends
on the nature or magnitude of information,
either individually or in combination with other
information, in the context of the financial
statements taken as a whole.

The application of the amendments in the
current period had no impact on the unaudited
condensed consolidated financial statements.
Changes in presentation and disclosures on the
application of the amendments, if any, will be
reflected on the consolidated financial statements
for the year ending 31 December 2020.



erim Fma naal Statements

#HZE 202046 B30 B1EA1EA
For the six months ended 30 June 2020

3.2 BREBYHKHEENEIRZ 3.2 Impacts and accounting policies on
[RBZERIZEF]RERTE application of Amendments to HKFRS 3
“ Definition of a Business”

3.2.1 25 KE 3.2.1 Accounting policies

EEEOHRNAERS Business combinations or asset
acquisitions
B R Optional concentration test
B2020%F1A1H £ EB K Effective from 1 January 2020, the Group
%%ﬂ%&&ﬁ%x% ) 2B can elect to apply an optional concentration
J:Eﬁ‘rﬁi&?‘i'li%?ﬁ?ﬂﬂ?ﬁ | test, on a transaction-by-transaction basis,
{tﬁﬂkﬁﬁm_%ﬂ%@]&/ﬁﬁm that permits a simplified assessment of
TERRBOME - MRAME whether an acquired set of activities and
> //\ Mz

’?‘"@‘\ﬁéz L\TETEEZFJ:%B% assets is not a business. The concentration
qﬂﬁéirﬂﬁ&%ﬁééﬁé\—%ﬂﬁ test is met if substantially all of the fair
MB"J\EJE&/D’U;QEEP: Rl 2 5= value of the gross assets acquired is
RERH - ﬁ1ﬁ%@‘§§7p’?% concentrated in a single identifiable asset
RekReFEY BTRA or group of similar identifiable assets. The
> N ; = B2
AENRBBERREAROY gross assets under assessment exclude
5 o FEX = .
%Fﬁﬁﬁ@f&ﬁ%\ E’%E%¢E cash and cash equivalents, deferred
A E'JEQ?‘HEED&/&ETTE tax assets, and goodwill resulting from
THEXRD - AU U EFETE the effects of deferred tax liabilities. If
— R o the concentration test is met, the set of

activities and assets is determined not to
be a business and no further assessment is

needed.
3.22BERZEHME 3.2,.2 Transition and summary of effects
% BB AT b 8 AN R K &_( The amendments had no impact on the
= A o . . ) ,
RERRAR G M RRER T B unaudited condensed consolidated financial

statements of the Group.
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im Financial Statements

3.3 Impacts and accounting policies on

early application of Amendment to
HKFRS 16’ Covid-19- Related Rent
Concessions”

3.3.1 Accounting policies

Rent concessions relating to lease
contracts that occurred as a direct
consequence of the Covid-19
pandemic, the Group has elected to
apply the practical expedient not to
assess whether the change is a lease
modification if all of the following
conditions are met:

° the change in lease payments
results in revised consideration
for the lease that is substantially
the same as, or less than, the
consideration for the lease
immediately preceding the
change;

° any reduction in lease payments
affects only payments originally
due on or before 30 June 2021;
and

° there is no substantive change to
other terms and conditions of the
lease.

A lessee applying the practical
expedient accounts for changes in
lease payments resulting from rent
concessions the same way it would
account for the changes applying
HKFRS 16 “Leases” if the changes
were not a lease modification.
Forgiveness or waiver of lease
payments are accounted for as
variable lease payments. The related
lease liabilities are adjusted to reflect
the amounts forgiven or waived with a
corresponding adjustment recognised
in the profit or loss in the period in
which the event occurs.
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3.3.2 Transition and summary of effects

The amendments had no impact on
the unaudited condensed consolidated
financial statements of the Group.

Revenue

HEREEHER Sales of fertiliser products 721,446 1,357,513
SHEHE M Sales of magnesium products 368,178 726,229
£ & 1R 8 oA 7B Sales of metallurgical flux products 16,951 31,304
1,106,575 2,115,046
RUA B Timing of revenue recognition:
R 2 A point in time 1,106,575 2,115,046
5. SEER 5. Segment Information

SERBE K D BRAFERARBITH
BE(TBE2ERARE )RS ZERAER

RREER - REBRIEES Y HHREZER
FYWBE R EHHAHDALAT ¢

o RERHER

s HEMED

o REIREIE
ERARBZAHENHERNNTXER -

Information reported to the Company’s Chief Executive
Officer, being the chief operating decision maker, for
the purposes of resource allocation and assessment
of segment performance focuses on the operating
divisions. The Group’s operating and reportable
segments under HKFRS 8 are therefore as follows:

° Fertiliser business
®  Magnesium product business
° Metallurgical flux business

Information regarding the Group’s reportable
segments is presented below.
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(a) DEBRARELE
HZE2020%F6 A30B I/~ A

(a) Segment Revenue and Results
Six months ended 30 June 2020

DA Segment revenue 721,446 368,178 16,951 1,106,575
AEHERA Inter-segment revenue - - - -
RENPELEIBA Revenue from external customers 721,446 368,178 16,951 1,106,575
PEEE Segment results 89,514 70,604 1,999 162,117
EhRRERTFE Other gains or losses, net 44,185
RRITHER Central administrative costs (123,142)
HBBR Finance costs (74,711)
BRI ER AR Profit before income tax 8,449

HZE2019F6 A308IF~NEA

Six months ended 30 June 2019

AEBA Segment revenue 1,357,513 726,229 32,404 2,116,146
AEHBRA Inter-segment revenue - - (1,100) (1,100)
REMDPEERIBA Revenue from external customers 1,357,513 726,229 31,304 2,115,046
LA Segment results 274,088 201,288 12,077 487 453
EhERERTE Other gains or losses, net 31,545
mRITHER Central administrative costs (105,936)
HHRBA Finance costs (82,403)
BIERATRR Profit before income tax 330,659
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Segment revenue reported above represents
revenue generated from external customers.
Intersegment revenue has been eliminated
in current and last periods. Inter-segment
transactions are entered into at arm’s length.

The accounting policies of the reportable
segment s are the same as the Group’s
accounting policies. Segment results represent
the results from each segment without allocation
of central administrative costs including
directors’ emoluments, net realised and
unrealised exchange differences, other net gains
or losses, finance costs and income tax expense.
This is the measure reported to the chief
operating decision maker for the purposes of
resource allocation and assessment of segment
performance.

(b) Segment Assets

BERRER Fertiliser business 3,742,118 3,509,692
CEEEMED Magnesium product business 2,533,829 2,478,920
TR 88 A ) 75 Metallurgical flux business 582,323 598,761

6,858,270 6,587,373
Koig Unallocated 484,072 1,040,192

7,342,342 7,627,565
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6.

MBEA

6. Finance Costs

ETREZEZFE Interest on listed subordinated notes 19,657 20,500
AERES A Interest on exchangeable bonds 5,679 18,529

BARSENEREEEREY Interest on borrowings wholly
EEMNF B repayable within five years 49,139 43,374
HEBENFE Interest on lease liabilities 236 —
74,711 82,403

FRiS#iBaxZ

RABREZEAGABRRRMREELZD
Rz e 2mBRBERAMR,(GEA) KPS

RIS R ¢

7. Income Tax Expense

The amount of income tax expense charged/(credited)
to the unaudited condensed consolidated statement
of profit or loss and the unaudited condensed
consolidated statement of comprehensive income
represents:

BVERRY - Current tax:
- B ZERISH - PRC Enterprises Income Tax 26,906 103,913
IEERIE Deferred taxation (799) (1,343)
26,107 102,570
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8. HAR(@EE) HF 8. (Loss)/Profit for the Period
R (EE), HEFME NGk T&E : (Loss)/Profit for the period has been arrived at after
charging:

PrE R Depreciation and amortisation 101,736 101,747
9. BR(EE) BF 9. (Loss)/Earnings Per Share
(a) EX (a) Basic
BREKR(ER) /BFZREARAA] Basic (loss)/earnings per share is calculated by
HHEAREEHA(ER) CEF - BRI dividing the (loss)/profit for the period attributable
N BITEBRINELEEETE - to owners of the Company by the weighted

average number of ordinary shares in issue
during the period.

(E58]), &BF (Loss)/Earnings
SEFREKN(ERE),  (Loss)/Profit attributable to ordinary
b SY/NEIE= 355l equity holders of the parent, used in

EEEEA ARG the basic (loss)/earnings per share

(B5#8), &M (F&7T)  calculation (HK$'000) (6,708) 214,784
BT AR INE Weighted average number of ordinary

FHE(FAR) shares in issue (thousand shares) 4,581,117 4,581,117

FRREAKR(EE), BT Basic (loss)/earnings per share
(FRHE) (HK cents per share) (0.15) 4.69




SR EEIERBR AT Century Sunshi

K EEHERES P HE SR

Notes to the Unaudited Condensed Consolidated Interim Financial Statements

#E 20204 6 A 30 A 1L/ A
For the six months ended 30 June 2020

10.

11.

(b) #F

FREE (BB BNERIERME
BEHBEET AR UNARBRTY
BRMEFEHEETE - ARFIBE
BEMBE L EE - B -

SBREME - AREIREARITEE
BrERMz RBREERE FEER
RAEARRBHA 2 BHFEH
LEEET)EBANKRNEA - &
EXFratst ER RO BE - BERT
EREBIERAETORMNEBIE—L

HRERETEESNREE2020F
N 20194 6 A 30 H - HIfE A A% 15 F
HHE BEGESREE(ER) &
F B I R RATEAR D R BEARAE -

3=\

KAREETEZE
B 1E 78 AR ~HAE AT B (2019 4F
TT) e

Bt &L £ 20204 6 A 30
e3

ME - BERREREREEE

HE2020F6 A30H IE/N @ A EIRE - A&
£ BB E T 490,568,000/ 7T (20194
330,123,000 70) K% ~ MiFE L&E -

HZE2020F6 A30HIE/NEA MK A%
ljfiﬁﬁ%TiEﬁ%ﬂﬂ%Tﬁ%%%(zm9¢ :
$%@ﬁﬁ%m“* — I HEE W

C BARR A0 © ZIS$@,,\ AHEAY
TTJ‘ﬂIEmIE NEBNEE MR ERE
REBEEE15540008 TR HEAE
1,554,000 7T) °

10.

11.

(b) Diluted

Diluted (loss) earnings per share is calculated
by adjusting the weighted average number
of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary
shares. The Company has one category of
dilutive potential ordinary shares: share options.

For the share options, a calculation is done to
determine the number of shares that could have
been acquired at fair value (determined as the
average market price of the Company’s shares
during the Period) based on the monetary value
of the subscription rights attached to outstanding
share options. The number of shares calculated
as above is compared with the number of shares
that would have been issued assuming the
exercise of the share options.

The computation of diluted (loss)/earnings per
share does not assume the exercise of the
Company’s share options because the exercise
price of those share options was higher than the
average market price of shares for the period
ended 30 June 2020 and 2019.

Dividend

The directors of the Company do not recommend the
payment of any dividend in respect of the six months
ended 30 June 2020 (2019: HKS$NIl).

Property, Plant and Equipment and Right-
of-use Asset

During the six months period ended 30 June 2020,
the Group had acquired property, plant and equipment
amounting to approximately HK$90,568,000 (2019:
HK$330,123,000).

During the six months period ended 30 June 2020, the
Group has not entered into any new lease agreement
(2019: the Group entered into a new lease agreement
for the use of office premises for 10 years. The Group
is required to make fixed monthly payment during the
contract period. On lease commencement, the Group
recognised HK$1,554,000 of right-of-use assets and
HK$1,554,000 of lease liabilities).
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12. EWRESFERENER 12. Trade and Bills Receivables

EUE 578 Trade receivables 682,232 466,119
EEEBEEE Allowance for credit losses (15,622) (15,876)
666,610 450,243
e E & Bills receivables 20,370 11,138
686,980 461,381

RBEEEY AEERKEZFRERESR
B2 MM REREORED T ¢

As at the reporting date, the ageing analysis of the
trade receivables of the Group presented based on
the invoice date and net of allowance for doubtful
debts was as follows:

30 HUAA Within 30 days 90,561 231,951
31£60H 31 to 60 days 124,480 159,223
61290 H 61 to 90 days 84,065 56,541
@0 H Over 90 days 367,504 2,528

666,610 450,243

AEBARTESRFPZEEH —RTEB
180 H (20194 : NH@180H) »

The Group allows a credit period normally not more
than 180 days (2019: not more than 180 days) to its
trade customers.
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13.

R2020F 6 A30H " EWEE®EE
20,370,000 #77T(20194E 12 A31 8 :
11,138,000 8 L) A A S B H B EE
WESFRIB - RMEBKR AEEEER
RE2EEREE ASEMABEREEN
FIEE LR —F -

As at 30 June 2020, total bills receivables
amounting to HK$20,370,000 (31 December 2019:
HK$11,138,000) are held by the Group for settlement
of trade receivables. The Group continues to
recognised their full carrying amounts at the end of
the reporting period. All bills receivables by the Group
are with a maturity period of less than one year.

B ESREREMNRR 13. Trade and Bills Payables

T E 5508 Trade payables 166,053 251,793
ERRE Bills payable 232,090 40,070
398,143 291,863

REEEH AEEREREAHRIIZE
NEZFHERESTOT

30 HUAA Within 30 days
31£60H 31 to 60 days
61%90H 61 to 90 days
im0 A Over 90 days

As at the reporting date, the ageing analysis of the
trade payables of the Group presented based on the
invoice date was as follows:

86,448 189,215
11,964 4,428

8,534 2,190
59,107 55,960

166,053 251,793
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14. Exchangeable bonds

The carrying values of the liability component of the
exchangeable bonds (“EBs”) are as follows:

R20194F1A1H As at 1 January 2019 250,464

BHBREEN SR Imputed interest expense charged 28,325

B RENF SRS Interest expense paid and payable (46,789)

EEAE Repayment of principal (111,360)

R2019F 12 A31H X As at 31 December 2019 and 1 January 2020 120,640
202041 H1H

EEXE Repayment of principal (12,064)

A 202056 H30H

As at 30 June 2020

108,576

B

MR2016F5A50  ARBIEHETEAESSBEA
232,000,000 7t 2 Al EHREHF AIREEEE - 7]
EINEASEEITHHRIES% 2 FF R B -
BENEERAZMN—K - AlEBESEEAGR
SR ERESERAPEBEREERERAR
([HEHEDRYD - IEETFAIBBRESFFTEA
MBRHEE A ERESTAMMNANETE -
AIERELFEAGEREIERES TANK
IR MG A A W 30 A 1 I e 0 & ER s A (] B 5 AT

m

1

3l

N

BE2EARRQF AP AE2016F4 4268 2R

W

MR2017F9R4H0  ARHFEBESFMH A4
AN AEREFEEASLRERAD - miding
KA 2017 F10 A6 BHELRY -

AlERE AR B H A A AT BIRES T H R
“F(HR]) METEE—EEF(EEH
fR1) o ZEREFREIEE 7 2019 F 3 Al EIRE
FEAAECREBRTETERE2020F5 A
58 ZHERAARNFEABIERE2021F5 A5
E| o

BEROPEERERENERFN XS
18.04% ° MR 2019 FIEHIRF - EIRF M FE S
10% « RAEAREREER - ERAMEFREE
9% °

note:

On 5 May 2016, the Company issued EBs with the principal
amount of HK$232,000,000 for cash. The EBs bear an
interest of 8% per annum payable in arrear every six calendar
months from the issue date. The EBs entitle the holder to
exchange for the shares of China Rare Earth Magnesium
Technology Holdings Limited (“China Rare Earth”). The
number of share transferable to the holders of EBs shall be
determined by the formula described in EBs instrument. The
holders of EBs have the right to exchange all or any part
of the principal amount of the EBs at any time during the
exchange period as pursuant to the terms and conditions of
the EBs instrument.

For details, please refer to the announcement of the
Company dated on 26 April 2016.

On 4 September 2017, an Agreement Notice was given to
the holders of EBs due to the re-organisation in relation
to China Rare Earth, the exchange right was lapsed on 6
October 2017.

The maturity date of the EBs is three years commencing
from the date of issue of the EBs (the “Term”) and it can be
extended for another 1 calendar year (the “Extended Term”),
the extension option was exercised by the holders of EBs
upon maturity in 2019 to 5 May 2020, which was further
extended to 5 May 2021 during the current period.

The effective interest rate of the liability component on
initial recognition is 18.04% per annum. Upon the extension
in 2019, the effective interest rate changed to 10% per
annum. The interest rate further changed to 9% upon further
extension in current period.
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15. (B
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15. Borrowings

RITEE Bank borrowings 863,267 862,772
HEMmEE Other borrowings 517,027 612,185
ImEEEE(HEa) Listed subordinated notes (note a) 563,563 585,286
1,943,857 2,060,243
BE : Borrowings:
—ER Within one year 1,758,510 1,524,157
—F A BTN BRAF More than one year but not
exceeding five years 185,347 536,086
1,943,857 2,060,243
B FIERE B E 2 FIE Less: Amounts shown under
current liabilities (1,758,510) (1,524,157)
TIESERBI B E 2 5KTE Amounts shown under non-current
liabilities 185,347 536,086
- Borrowings:
FHE A Secured 876,633 725,912
# 4 17 Unsecured 1,067,224 1,334,331
1,943,857 2,060,243
B 5T note:
(a) WHIEARFTR2017FE6 S5BEITZHEHE (@) This represents the carrying amount of the

#101,750,000%1 11 7T 2 7.0% & B =
B(BzEEERHERTEET)2ER
B ZEZBERFMERZHET - Wi
20206 7 A3 AEIH o RDQRREERLD
B HIEELBME22

7.0% subordinated notes with the face value of
SGD101,750,000 (under the Multicurrency Medium
Term Note Programme) issued by the Company on
5 June 2017. The notes are listed on the Singapore
Stock Exchange and maturing on 3 July 2020. The
Company has defaulted the repayment, please refer to
note 22 for further details.
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16. Share Capital

EIE

EFEEO0.028 T2 LBk

K2019F1 A1 8~
2019412 /31 H -
20201 A1HE
202046 A30H

Authorised:
Ordinary shares of HK$0.02 each
As at 1 January 2019,
31 December 2019,
1 January 2020 and
30 June 2020 10,000,000 200,000

ERTRHE

H2019F1 A1 8~
2019412 A31H -
20201 A1B &
202046 A30H

Issued and fully paid:
As at 1 January 2019,
31 December 2019,
1 January 2020 and
30 June 2020 4,581,117 101,419

17. BEXREE

17. Capital Commitments

BRI KRR REEZ
BRGRA h R B®RE
REZGEVBRRBMELZ
ERWBME - BFE &
REZEARZ

Capital expenditure in respect of
the acquisition of property,
plant and equipment contracted
for but not provided in the unaudited
condensed consolidated interim
financial statements/audited
consolidated financial statements 148,041 206,808
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18. SFAAEEHAAE

(@)

AR AN FIHE A2014F10H9
AR EEREBRAAES]D
ZREBFZAE - BHERKRKEEZ
R E M BEHmREBER  BAR
BIFTAIE  BEAFLANEMS MK
REEHE  BETEEZEEH
% 9B BB Kt Ut E T EREU
WETHESCAEER - BigpEs
BATLE - AR ERERE  %EB
NTEEHASEER  BERMBE
IIEKERTFIF 2 -

ZIRMM VT HE  ERXNE
4 BB Bz RN ENBKAEE
ETEFRNENSH  BTEBRE
HIERARRIEERERE - AQFE
TR ATRE AR R EUE A B BBk =
EHERME - AEEN2020F6 A
SO REEEETHRITEEABRKARD
Al BAREEEERSIAAQF]
YER 7 18 F #763,736,00078 7T % N
JEETFE o AAEHE ST QM A
MAGIREREEERNEBMIEE
BRABEERFDRRE—TEERE -

im Financial Statements

18. Litigations and Contingent Liabilities

(a)

Reference was made to the announcement of
the Company dated 9 October 2014 regarding
a civil claim against Capital Idea Investments
Limited (“Capital Idea”). As of the date of this
unaudited condensed consolidated interim
financial statement, to the best knowledge of the
Company, the writ of summons of the litigation
has not yet been served on Capital Idea. Upon
receiving this legal document, Capital Idea will
seek legal advice in relation to the claim and the
necessary actions to be taken in this respect
and will vigorously defend against the claim. The
Board of the Company is of the view that this
claim will not have a material adverse impact on
the business, operation and financial position of
the Group.

Reference is made to the disclosure in Note
21, in view of the payment default, so caused
cross defaults constitute an event of default
in respect of certain borrowings of the Group
and certain debts are immediately payable on
demand in accordance with their terms. The
Company anticipate that it is unlikely to be able
to refinance its offshore borrowings that will fall
due in the next couple of months. As at 30 June
2020, the Group has received serval demand
letters from its bank creditors for the repayment
of borrowings of the Company or its subsidiaries
or guaranteed by the Company of approximately
HK$63,736,000 plus interest accrued. Further
announcement(s) will be made by the Company
to update the shareholders and investors of
the Company in relation to any developments
on the financial reorganization and related legal
proceedings.
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19. EXREALRS 19. Material Related Party Transactions
BRARKEZL RGP BERRIITHE Except as disclosed elsewhere in the unaudited
TN AR EEETUATEEFEAL condensed consolidated interim financial statements,
X5 e the Group entered into the following significant related

party transactions during the period.

(a) FTEEBRAEMS (a) Key management compensation

= Directors 2,789 2,317
HEMFrEEEAS : Other key management personnel:
e RHM5EE Salaries and other short-term
EE@EA employee benefits 2,077 1,811
4,866 4,128

by HXBLECDHERFEHEFZTFTAHEALFRK (b) Mr. Chi Wen Fu has undertaken to maintain a
B2 BARKT o WWAEBRKAEEE minimum level of shareholding in the Company.
FTEHERARRNBEITZAERES Y The undertaking form part of the collateral
R o of certain borrowings by the Group and

exchangeable bond issued by the Company.

() WMEXFI#HE MEEREEALR (c) There was no material related partly transactions,
SBNR EMBRAE14AZEATHNEH as disclosed under above, falls under the
ERGIPBBEFRERFHNEE ° definition of connected transaction or continuing

connected transaction as defined in Chapter 14A
of the Listing Rules.
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20.

21.

BB F R RS S E)

 E2020F6 A30H 1k B B, &
RmER R EEERERARNEETHE
HERE SHAEEREZEZRD
0.11% - HRZER S NEEBRRIEE
RS #E 25 38 AN 491,551,000 78 7T K2 £ 1l % 1
%) 2,175,000 7T °

HREHERSIH

IR M AN QR A B A202067H3H -
2020% 7 A8H 20207 A9H 2020
F7H15H - 202068 A11H - 20204
8A24H &202048A31H 2 A%
Enl) RAEBE(HEPRE)NEAE
EMmMER 2 EREF (2B REMEI3E
kil | R EBAZBE ([ XRAREE
BARE] -

ARBRFMEIZHETETNAS S
% 72 101,750,000 %7 M 3% 7T 2 & (8 B &
(TR]\DE202057 A3 R MR ENE
B o FERELD  HRSIBM I NELD
BRAKEEETEINEOEN  FTE
AR E GRS R EKER -

20.

21.

Financial Statements

Changes in Ownership Interest in
Subsidiaries

During the six months period ended 30 June 2020,
there is a decrease in equity interest of 0.11% in
Rare Earth Magnesium Technology Group Holdings
Limited by the Group as a result of exercise of
share options by its employees. As a result of these
transactions the Group recognised an increase in non-
controlling interest of approximately HK$1,551,000
and an increase in other reserve of approximately
HK$2,175,000.

Events After The Reporting Period

Reference is made to the announcement of the
Company dated 3 July 2020, 8 July 2020, 9 July
2020, 15 July 2020, 11 August 2020, 24 August
2020 and 31 August 2020 (the “Announcements”), in
relation to, among other things, the winding up petition
(the “Petition”) and application for the appointment
of “light touch” joint provisional liquidators (the “JPL
Application”) for restructuring purposes.

The Company has defaulted on the redemption of the
SGX listed subordinated notes in the principal amount
of the SGD101,750,000 (the “Notes”) on their maturity
on 3 July 2020. In view of the payment default, so
caused cross defaults constitute an event of default
in respect of certain borrowings of the Group and
certain debts are immediately payable on demand in
accordance with their terms.
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202067 A148 - AEHEXER(TK
ERDEBEMR ST TAERKEETBER
BERARMWBERTE BRRELZL -
Ernst & Young Ltd &) Roy Bailey 74 A K&
EY Cayman Ltd. ) Tammy Karina Fu %
T(HBAIERBRBERADARQAE
A IERS | KFAREEEA - WX TH
HRARMER 2N - LRERRERZ LA IR
HlIRBIFITE  IRARARIESSMEER
RATE - MARBKREEASHQATER
B-—R2BON(EPeR)EE BENE
REBEEBE@ET2E REHANES
BEEHE BREABRAAREBN L
e R2020F 8 A18 8 » KAEARAEES
LERBLHBERE(BERZED  EXES
BERAFBRSEEANERMES - A
(e flciREBHEE - BUFER
NEREMBBIFERE - KERTNE B
BEXER U HARBREBABEALE
2 BHE - MA R Roy Bailey %4 ~ Tammy
Karina FuZ+ R#R2E&EZ +1EARREGR
BRANZESAER AR - HFABKREE
BAR2020548 A26 BHAE B = E AR
R ERBELRALRBREEAN
Far - REGRBZFEREM G THHER
FRREBE AR - R2020F 8 A28H ' &
BEE AR BEZBE

AR R F) 5 BT IR M DA 18 A BB R 4R
B F 36 MBS BAE AR MR F A
- HRE -

a3 s

ETURBFEENSE  UTFAAHE
Z2HAA -
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On 14 July 2020, an order was granted by the Grand
Court of the Cayman Islands (the “Grand Court”) for
the appointment of Mr. Yen Ching Wai David and
Ms. So Kit Yee Anita of Ernst & Young Transactions
Limited, Mr. Roy Bailey of Ernst & Young Ltd, and Ms.
Tammy Karina Fu of EY Cayman Ltd. (collectively, the
“JPLs") as the “light-touch” joint provisional liquidators
of the Company for restructuring purposes, with the
power to act jointly and severally. Joint provisional
liquidators on a “light touch” basis that the board of
directors of the Company will retain management of
the Company while the joint provisional liquidators
will work alongside the Company’s management to,
amongst other things, monitor, supervise, and oversee
the implementation of a group-wide holistic and
coordinated restructuring of its debts and liabilities
including to maintain the listing of the Company on the
Stock Exchange. On 18 August 2020, the Grand Court
issued a letter of request (‘LOR”) to the High Court
of Hong Kong for the recognition of the appointment
and powers of the JPLs in Hong Kong to, inter alia,
develop and propose a restructuring plan to allow the
Company to continue as a going concern. The Grand
Court also accepted the resignation of one of the
JPLs, Mr. Yen Ching Wai David on the same day. The
JPLs appointment order remains in force in respect
of Mr. Roy Bailey, Ms. Tammy Karina Fu and Ms. So
Kit Yee Anita as JPLs. An application has been filed
by the JPLs to the High Court of Hong Kong on 26
August 2020 for the recognition of the appointment
and powers of the JLPs pursuant to the LOR. On
28 August 2020, the High Court of Hong Kong has
approved the said application.

Further announcement(s) will be made by the
Company to update the shareholders and investors of
the Company in relation to any developments on the
financial reorganisation and related legal proceedings.

Comparative Figures

Certain comparative figures have been reclassified to
conform to current period’s presentation.
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(1) AREJZEBRENE

ARSI IEBREFZEINEREAEE
25 URIRHBING B ER TEE
AEK2EE - KQF DRI 2008F 12
ASHEM—HEERENE(TETS ))&
201945 6 A 26 A £ 4 — 18 85 A% #E =1 &
([#&t&8 k(5T E)) - AEKHEEEE
BAEEREES  ESERYAEEEFTEE
CAREBEADR  HEBIRGHEERS -
BRIESITEMENIERT - BRIZEBI R
T2 AR BB I0FERNAER - Bt
BR2018F 12 A3H @M M T8l 2
BTFHLY ABIF(R2029F6 A26HE
W) e RETEIERAIIREZEREDAE
e

R2020F6 A30H @ EFfEILFETEET
i ARITE 2 AR AE & K AT R 8 314,856,204
A& 15 ([ BERRHE L) -

Share Option Schemes

(1) Share option scheme of the Company

In order to attract and retain the best quality
employees for the development of the Group’s
businesses and to provide additional incentives
or rewards to selected qualifying participants, the
Company adopted a share option scheme on 3
December 2008 (the “Old Scheme”) and on 26
June 2019 (the “New Scheme” or the “Scheme”)
respectively. The qualifying participants mainly include
employees of the Group, Directors and contractors,
suppliers or service providers of the Group who have
contribution to the Group. Both schemes, unless
otherwise cancelled or amended, will remain in force
for 10 years since its establishing date. The Old
Scheme was expired on 3 December 2018 while the
remaining life of the New Scheme is approximately 9
years (expiry on 26 June 2029). Options granted under
the Old Scheme before its expiry remain in force.

As at 30 June 2020, options to subscribe for a total of
314,856,204 Shares were outstanding under the Old
Scheme and new scheme (the “Options”).

EitEl
The Old Scheme
(A) EE
Employees 8,567,059 - - 8,567,059 0.78258
(B) E=
Directors
2184 6,389,145 - - 6,389,145 0.78258
Lau Chi Kit
14,956,204 - - 14,956,204 0.78258




#at &l

The New Scheme

(A) EE 121,900,000 - - - 121,900,000 0.3

Employees

(B) ER(Kiita) 110,000,000 - - - 110,000,000 0.3

Consultants

(note a)
(c) E=

Directors

X E 20,000,000 - - - 20,000,000 0.3

Chi Wen Fu

YRR 20,000,000 - - - 20,000,000 0.3

Shum Sai Chit

R R 8,000,000 - - - 8,000,000 0.3

Chi Jing Chao

BEEB 5,000,000 - - - 5,000,000 0.3

Guo Mengyong

REE 5,000,000 - - - 5,000,000 0.3

Cheung Sound Poon

Bt 5,000,000 - - - 5,000,000 0.3

Sheng Hong

2B G 5,000,000 - - - 5,000,000 0.3

Lau Chi Kit

299,900,000 - - - 299,900,000 0.3
314,856,204 - - - 314,856,204

B E note:

(@) M2019F7AH25H 3HERMSZ A D 7 (@ On 25 July 2019, 3 consultants were granted each
JE¥# 45,000,000 * 25,000,000 3 & with 45,000,000, 25,000,000 and 40,000,000 Share
40,000,000 7 BE IR #E © 1% RIAE RN E Options respectively. They are body incorporated
BB E=7  WRHEB@E(BEET and independent third parties to the Group who
MR BBNETSBRETE  #TRE are rendering, including but not limited to, services
EHN - REMEEKATERAN SRR in relation to assisting of all types of financing
%% - arrangement, introducing of investors, and other

financial services if appropriate and available, etc.
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The Company consider that in view of the limited
resources of the Group and to maintain a long term
growth, the Share Options granted to the consultants
can help to retain and motivates these non-employees
to generate growth in company value. The Share
Options was granted as incentive for these consultants
to provide ongoing service to the Group and to
maintain a long-term relationship with them so that
the Group can maintain a streamline operation with
stability. Apart from the Share Options granted, the
Company has not provided any other remuneration to
these consultants for this interim report.

As at 30 June 2020, Options to subscribe for a total
of 314,856,204 Shares were outstanding under the
2 schemes, representing approximately 6.87% of the
issued share capital of the Company as at the date of
this Interim Report.

The Options outstanding at the end of the reporting
period have the following expiry date, exercise period
and exercise prices.

Eta

The Old Scheme

2015F 1 A6H 202010 A 31 H
6 January 2015 31 October 2020
e

The New Scheme

201947 A25H 2025 12 A30H
25 July 2019 30 December 2025

B2015% 11 A1 AEE 0.78258 14,956,204
202010 A31H

From 1 November 2015
to 31 October 2020

H2020F11 A1 8= 0.3 299,900,000
2025912 A30H

From 1 November 2020
to 30 December 2025

314,856,204
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AEIBRPER(BE M2 2B T E
RITEZBERKE) B473,067,888 % © 48
ERADRRRARFAHE HEITRALY
10.33% ° ¥aT 811 1 202994 6 A 26 H &
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BEHREEZERERAF]

([FHERHE )

ARSI EBREBEREFETIERMEREN
% YRKRTEAERSEERHEEN
BEHE R - HERER2017F 12848
RNBRETE(HEREE])) - 6%
WLHEFEEERES - EF - ABE
HEERREGEES HEERQABER
REREE - BRIERTTEHLIER] - B
MEAEEERTBHETFEFRBER B
BEREGTEIBR T ESRHN A 7.5F (R 2027 F
12H4B8ERm) °

=2

Other Information

As at the date of the this interim report, the total
number of Shares of the Company available for issue
under the New Scheme (including the above Options
under the 2 Schemes outstanding not yet exercised)
was 473,067,888, representing approximately 10.33%
of the issued share capital of the Company as at the
date of this interim report. The New Scheme will be
expired on 26 June 2029.

(2) Share option scheme of the subsidiary

Rare Earth Magnesium Technology Group

Holdings Limited{ REMT”)

In order to attract and retain the best quality
employees for the development of the Group of
REMT’s businesses and to provide additional
incentives or rewards to selected qualifying
participants, REMT adopted a share option scheme
on 4 December 2017 (the “REMT Scheme”). The
qualifying participants mainly include employees,
directors, contractors, suppliers or service providers
who have contribution to the Group of REMT. The
REMT Scheme, unless otherwise cancelled or
amended, will remain in force for 10 years since its
establishing date. The remaining life of the REMT
Scheme is approximately 7.5 years (expiry on 4
December 2027).

HRERERE INTERIM REPOR@Q'
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As at 30 June 2020, options to subscribe for a total
of 401,400,000 Shares were outstanding under the
REMT Scheme (the “REMT Options”).

(A EE
Employees 163,400,000 - 163,400,000
40,000,000 - 40,000,000
150,000,000 (10,000,000 140,000,000
(B) EE
Directors
sttt 30,000,000 - 30,000,000
Shum Sai Chit
EH 3,000,000 - 3,000,000
Chi Jing Chao
KA 5,000,000 - 5,000,000
Cheung Sound Poon
BENTAMES 20,000,000 - 20,000,000
Other directors
of REMT
221,400,000 - 221,400,000
40,000,000 - 40,000,000
150,000,000 (10,000,000) 140,000,000
411,400,000 (10,000,000) 401,400,000

0.4
0.5
0.3

0.4

0.4

0.4

0.4

0.4
0.5
0.3



RBER - LW RITER SRR EREAR L
TEmBEH  TERRITEES -

The above REMT Options outstanding at the end of the
reporting period have the following expiry date, exercise
period and exercise prices.

2018F 4 A25H 2023412 F 29 H
25 April 2018 29 December 2023
201844 A25H 2020412 A 31 H
25 April 2018 31 December 2020
20197 A25H 20228 A31H
25 July 2019 31 August 2022

H2018F 11 A1 H#EZR 0.4 221,400,000
2023 12 A29H

From 1 November 2018
to 29 December 2023

H2019F1 A1 HEE 0.5 40,000,000
2020F 12 A31 H

From 1 January 2019
to 31 December 2020

20194 9H1HEE 0.3 140,000,000
20228 H31H

From 1 September 2019
to 31 August 2022

401,400,000

#2020 HiRE B HY - HEERHERAIEIE T Al
BUOZHERERGAS(BELREETEHE
TEBERI B E) £858,839,0050% © HE
PREREE BB ETRALN18.0% ° 182
BINFHORTHF  WHMR2027F12H4H8
JE i e

As at the date of the 2020 Interim Report, the total number
of shares of REMT available for issue under the REMT
Scheme (including the above REMT Options outstanding
not yet exercised) was 858,839,005, representing
approximately 13.0% of the issued share capital of REMT
as of the date thereof. The remaining life of the Scheme is
approximately 7.5 years and to be expired on 4 December
2027.
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(1) FRAZRHORBIRERE

Directors’ and Chief Executive’s Interest in the
Shares, Underlying Shares and Debentures of
the Company and Any Associated Corporation

As at 30 June 2020, the interests and short positions of the
Directors and chief executive of the Company in the Shares,
underlying shares and debentures of the Company and any
of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFQ”")), as
recorded in the register to be kept by the Company under
Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers in
Appendix 10 of the Listing Rules (the “Model Code”), were
as follows:

(1) Long positions in shares and share options of

the Company

BXE(TBRE]) 249,970,548 - 1341871364 1,591,841,912 34.75%
Chi Wen Fu (“Mr. Chi") (Ftita) (ote @) 20,000,000 0.44%

1,600,000,000 34.93%
it 14,666,305 - - 14,666,305 0.32%
Shum Sai Chit 20,000,000 0.44%
e 1,633,998 - - 1,633,998 0.04%
Chi Jing Chao 8,000,000 0.17%
PRE 2,625,000 - - 2,625,000 0.06%
Guo Mengyong 5,000,000 0.11%
Cheung Sound Poon 5,000,000 0.11%
s 1,775,000 - - 1,775,000 0.04%
Sheng Hong 5,000,000 0.11%
s 2,000,000 - - 2,000,000 0.04%
Lau Chi Kit 11,389,145 0.25%




(2) FRAZE#ERE

(2) Long positions in debentures of the Company

A (BN
Mr. Chi Personal interest

2,500,000

(3) RERAZHHHLIEZRE - 1HERE
RiEfEEz =

mERIFH

(3) Interests in the shares, underlying shares and
debenture of associated corporation of the
Company
REMT

RE

Long position

QLR -
Shum Sai Chit

ot -
Chi Jing Chao

wE R -
Cheung Sound Poon

- - 30,000,000 0.46%
- - 3,000,000 0.05%
- - 5,000,000 0.08%
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notes:

(@)  These Shares are held by Alpha Sino International
Limited (“Alpha Sino”) and are deemed corporate
interests by virtue of Mr. Chi’s holding of 83.74% of the
issued share capital of Alpha Sino which entitled him to
exercise or control the exercise of one-third or more of
the voting power at general meeting of Alpha Sino.

As pursuant to a share mortgage dated 10 July 2014,
Alpha Sino, being the substantial shareholder of
the Company, had mortgaged 549,280,000 Shares
(representing approximately 12% of the issued share
capital of the Company as at 30 June 2015) to
International Finance Corporation (“IFC”) to secure
repayment of the IFC Loan under a loan agreement
dated 30 May 2014 entered into between IFC and
Baishan City Tianan Magnesium Resources Co. Ltd.

(o)  Details of options held are set out in the above section
headed “Share Option Schemes”.

()  On 18 April 2020, the Company entered into a
subscription agreement (the “Subscription Agreement”)
with China Century Sunshine Group Investment
Company Limited, (the “Subscriber”, wholly-owned
by Mr. Chi Wen Fu, a controlling Shareholder and an
executive Director), pursuant to which, the Company
conditionally agreed to issue, and the Subscriber
conditionally agreed to subscribe for, the Convertible
Bonds in the aggregate principal amount of HK$300
million, which may be converted into 1,600,000,000
Conversion Shares based on the initial Conversion
Price of HK$0.1875 per Conversion Share upon full
conversion.

On 8 July 2020, the Subscription Agreement was
terminated by both parties.

For more details, please refer to the announcements
made by the Company on 18 April 2020 and 3 July
2020.

Save as disclosed above, as at 30 June 2020, none
of the Directors or chief executive of the Company
or their respective associates had interests and
short positions in the Shares, underlying shares or
debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the
SFO), as recorded in the register to be kept by the
Company under Section 352 of SFO.
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Directors’ Right to Acquire Shares or
Debentures

Save as disclosed above, at no time during the period were
rights to acquire benefits by means of the acquisition of
Shares in or debentures of the Company granted to any
Directors or their respective spouse or children under 18
years of age, or were any such rights exercised by them; or
was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors to acquire such rights
in any other body corporate.

Interests and Short Positions of Substantial
Shareholders in the Shares and Underlying
Shares of the Company

So far as is known to any Director or chief executive of the
Company, as at 30 June 2020, persons who had interests
or short positions in the Shares or underlying shares of
equity derivatives of the Company as recorded in the
register required to be kept under Section 336 of the SFO
were as follows:

BXE oY) 1,691,841,912 34.75%
Chi Wen Fu Long position (ff3xa) (note a)
Y- 20,000,000 0.44%
Long position (ffzEc) (note c)
k& 1,600,000,000 34.93%
Long position (F3Ed) (note d)
BE =3 1,341,871,364 29.29%
Alpha Sino Long position (MiEEb) (note b)
FRtLEERERRERERAT  RE 1,600,000,000 34.93%
China Century Sunshine Group ~ Long position (Fi3Ed) (note d)
Investment Company Limited
BReRAR((EReRAR]) K& 793,526,275 17.32%

International Finance
Corporation (“IFC”)

Long position

(Fi5EDb) (note b)



Other Information

MEEE -

Il

REMR AT Century Sunshi

WX EEAERE H1,591,841,012 D HEAE
WS - B (a)249,970,548 IR I E B
A WAEZFEER  K(b)1,341,871,364 B A%
MIHERERBETED BITIRAE83.74% « KL
MPEBEMNTREEREARS EITERIEHITE
=R R EZIREEmMWAR AR R ER

RS A FINA £793,526,275 R D R R
2R B (2)244,246,275 BID T EE R
B WTUEZEER RO RIEAEA2014F
7R10BZBHIEE  (EARAREERENT
% 1#5549,280,000 f& f& {5 (FE 7 20154 6 A
30 BARRBI D EBITRAL 12%) KB AL B S 7
AR(TERe@AR])  EARERIE2014F
5A30EZENERBERNERSRAREEER
R E c ZBEERBEEEESRARME
WAL BEBREERAAESE -

FrAZ Bz FHBERN L B 8 —

ff o

R2020%F 4 A18H + A ARIEF R E
EREERAR(TRER] - B ELE (R
BREKNTES)2EHB)FIURBERRE(R
Bl B ARABEFREZ T
MRBHEBRGHRAERBASHBEIRB LY
AMEES  ER RO REESRBRERG
0.187578 70 2 8 K. # A& 1,600,000,000 A% # &
B&1n ©

M2020F7 A3 H  REBFEEETLIE -

HIEELEARQRNR2020F4 A18 H 2020
F7TASHBHRZAL -

EERBERE S

REBEHA  EFXARAEEBRRABEEFS
BZBEAL(EEREEHEARIMAERRAR
B EMRAT EMHRALD)) B EMEREARE
BEBBAKAERBNEF X EB (TR

Ny

Tm ©

notes:

(a)

Mr. Chi Wen Fu has interest in an aggregate of
1,5691,841,912 Shares of which (a) 249,970,548 Shares are
beneficially owned by him and registered in his name; and
(b) 1,341,871,364 Shares are deemed corporate interests by
virtue of his holding of 83.74% of the issued share capital
of Alpha Sino which entitled him to exercise or control the
exercise of one-third or more of the voting power at general
meeting of Alpha Sino.

IFC has interest in an aggregate of 793,526,275 Shares
of which (a) 244,246,275 Shares are beneficially owned
by it and registered in its name; and (b) Pursuant to a
share mortgage dated 10 July 2014, Alpha Sino, being the
substantial shareholder of the Company, had mortgaged
549,280,000 Shares (representing approximately 12% of
the issued share capital of the Company as at 30 June
2015) to International Finance Corporation (“IFC”) to secure
repayment of the IFC Loan under a loan agreement dated 30
May 2014 entered into between IFC and Baishan City Tianan
Magnesium Resources Co. Ltd.

Details of options held are set out in the above section
headed “Share Option Schemes”.

On 18 April 2020, the Company entered into a subscription
agreement (the “Subscription Agreement”) with China
Century Sunshine Group Investment Company Limited,
(the “Subscriber”, wholly-owned by Mr. Chi Wen Fu, a
controlling Shareholder and an executive Director), pursuant
to which, the Company conditionally agreed to issue, and
the Subscriber conditionally agreed to subscribe for, the
Convertible Bonds in the aggregate principal amount of
HK$300 million, which may be converted into 1,600,000,000
Conversion Shares based on the initial Conversion Price of
HK$0.1875 per Conversion Share upon full conversion.

On 3 July 2020, the Subscription Agreement was terminated
by both parties.

For more details, please refer to the announcements made
by the Company on 18 April 2020 and 3 July 2020.

Directors’ Interests in Competing Business

During the period under review, none of the Directors nor
the management shareholders of the Company or their
respective associates (as defined in the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”)) had any interest in a business
that competed or might compete with the business of the
Group.
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Other Information

Purchase, Sale or Redemption of The
Company’s Listed Securities

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the Period.

Code of Corporate Governance Practices

Throughout the Period, the Company has complied with the
code provisions as set out in the Corporate Governance
Code as set out in Appendix 14 of the Listing Rules, with
the following deviations:

(@) Under the code provision E.1.2, the chairman of the
Board should attend the annual general meeting.
The chairman of the Board was unable to attend the
annual general meeting held on 30 June 2020 as he
was obliged to be away for a business trip on that
date. Mr. Shum Sai Chit, executive Director of the
Company, attended the said annual general meeting
to answer questions from shareholders.

(b) Under code provision A.6.7, independent non-
executive directors and other non-executive directors
should also attend general meetings and develop a
balanced understanding of the views of shareholders.
Mr. Guo Mengyong (being a non-executive Director)
and Mr. Sheng Hong (being independent non-
executive Director) were unable to attend the annual
general meeting held on 30 June 2020 as they were
obliged to be away for business trip and was retired
respectively.

Code of Conduct Regarding Securities
Transactions by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules as the code of conduct of
the Company regarding Directors’ securities transactions.
The Company made specific enquiries to all Directors
and all Directors have confirmed in writing that they have
complied with the required standards set out in the code of
conduct during the Period.
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Interim Dividend

The Board did not recommend a payment of interim
dividend for the six months ended 30 June 2020.

Remuneration Committee

The Remuneration Committee currently comprises four
members, namely Mr. Cheung Sound Poon, Mr. Shum Sai
Chit, Mr. Sheng Hong and Mr. Lau Chi Kit, the majority
of whom are independent non-executive Directors. The
functions of the Remuneration Committee are to formulate
transparent procedures for set up remuneration policies and
packages for Directors and the senior management of the
Group.

Audit Committee

The Audit Committee was established in January 2004. As
at 30 June 2020, the Audit Committee has three members,
namely Mr. Cheung Sound Poon, Mr. Sheng Hong and Mr.
Lau Chi Kit. Mr. Cheung Sound Poon is the chairman of the
Audit Committee.

The Audit Committee is to review the Group’s financial
reporting, the effectiveness of both the internal and external
audit and internal controls and to make recommendations
to the Board. During the six months ended 30 June 2020,
the Audit Committee held two meetings for the purpose
of reviewing the Company’s reports and accounts, and
providing advices and recommendations to the Board.

The Group’s unaudited condensed consolidated interim
financial statements for the six months ended 30 June 2020
has been reviewed by the Audit Committee, which was of
the opinion that the preparation of such financial statements
were complied with the applicable accounting standards
and adequate disclosures had been made.

By Order of the Board

Century Sunshine Group Holdings Limited
Shum Sai Chit

Executive Director

Hong Kong, 31 August 2020
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