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Executive Directors:
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Chi Jing Chao

Non-executive Director:
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Independent Non-executive Directors:

Kwong Ping Man
Cheung Sound Poon
Kwan Ngai Kit

AUDIT COMMITTEE

Kwong Ping Man (Chairman)
Cheung Sound Poon
Kwan Ngai Kit

REMUNERATION COMMITTEE

Kwong Ping Man (Chairman)
Chi Jing Chao
Cheung Sound Poon

NOMINATION COMMITTEE

Shum Sai Chit (Chairman)
Kwong Ping Man
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COMPANY SECRETARY
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AUDITORS
HLB Hodgson Impey Cheng Limited
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RESULTS

The board of directors (the “Board”) of Rare Earth Magnesium
Technology Group Holdings Limited (the "Company” or "REMT")
announces the unaudited condensed consolidated interim results
of the Company and its subsidiaries (collectively the "Group”) for
the six months ended 30 June 2020 ("Review Period"), together with
the comparative figures for the corresponding period in 2019 as
follows.

BHGEREREMEEKRER
CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HZ= 202045 6 A 30 H1E7<ME A For the six months ended 30 June 2020

HZE HE

20205 20195

6H30H 6H30H

IE7R{EAR IER{EAR

Six months Six months

ended ended

30 June 30 June

2020 2019

B sE Fi&x F#x

Notes HK$'000 HK$'000

(REE) (REEZ)

(Unaudited) (Unaudited)

WA Revenue 3 368,178 726,229

SHE R Cost of sales (292,713) (519,911)

E7 Gross profit 75,465 206,318

H Y A MW #5558 Other income and gains, net 4,964 2,063

HEMDHEER Selling and distribution costs (4,860) (5,030)

THRAX Administrative expenses (32,595) (16,159)

e R Finance costs 4 (45,769) (37,379)

BiaT (&), B R (Loss)/profit before tax 5 (2,795) 149,813

FrEtiA = Income tax expenses 6 (9,645) (33,518)
HAREAREEA (Loss)/profit for the period and

PE4E (B518) %R attributable to owners
of the Company (12,440) 116,295
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BHRGESREREMEEKIER(E)
CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED)
HZ 20204 6 A 30 H1E7<ME A For the six months ended 30 June 2020

BZE
2019 £
6H30H
IER{EAR
Six months Six months
ended ended
30 June 30 June
2020 2019
Bff 3 T8 T
Notes HKS$’000 HKS$'000
(REEX) (RBEZ)
(Unaudited) (Unaudited)
Hith2mEBX Other comprehensive expenses
RERBRBEEHRSESE Other comprehensive expenses
BacH AMmEERAS: to be reclassified to profit or
loss in subsequent periods:
MEBINEBCELZ5 Exchange differences on translating
foreign operations (45,658) (28,878)
HARKATEEA Total comprehensive (loss)/income
EEZ2E(EE) WAL  for the period and attributable to
owners of the Company (58,098) 87,417
BR(ER) BF (Loss)/earnings per share:
—EXR#EE - basic and diluted 8 (0.194L cents)  1.771ll cents

BERE ZFIBR BRI RERMTT7H Details of the dividends are disclosed in note 7 to the condensed
5 o financial statements.

l| Rare Earth Magnesium Technology Group Holdings Limited
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

7 20204F 6 H 30 B At 30 June 2020

2020 £ 2019 £F
68308 128318
30 June 31 December
2020 2019
[(hEE FExT FiBxT
Notes HKS'000 HK$'000
(REBEZ) (BFX)
(Unaudited) (Audited)
FkRBEE NON-CURRENT ASSETS
VI - BB R Property, plant and equipment 9 1,456,438 1,524,989
FREEE Right-of-use assets 49,224 50,928
EmRAE Intangible assets 31,825 34,661
RERE Mining rights 44,899 45,899
ERIRITER Pledged bank deposits — 9,549
EMBEERT Total non-current assets 1,582,386 1,666,026
REEE CURRENT ASSETS
FE Inventories 283,728 186,807
B E ZERFA KW EE Trade and bills receivables 10 193,169 151,471
ERRIE - EZek Prepayments, deposits and
H e U IR K other receivables 277,402 287,879
JE LR 3K Tax receivable 3,076 _
SRIRIRITER Pledged bank deposits 9,377 7,328
RITRIRS R Bank and cash balances 32,687 254,813
mMENEERRE Total current assets 799,439 888,298
REBAE CURRENT LIABILITIES
FERE SR Trade payables 11 46,867 47,993
HMENERREEER Other payables and accruals 28,848 25,211
AHEaE Contract liabilities 17,849 19,742
BE Borrowings 12 406,844 315,765
Al (E 5 Convertible bond — 385,072
FERT B K Tax payable — 10,794
MBNBERE Total current liabilities 500,408 804,577
REEEFE NET CURRENT ASSETS 299,031 83,721
HEERRBESE TOTAL ASSETS LESS CURRENT
LIABILITIES 1,881,417 1,749,747

BERBEEZERER AR
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

720204 6 A 30 A At 30 June 2020

2020 58 2019 5
68308 128318
30 June 31 December
2020 2019
B aE FiBx FE&T
Notes HK$'000 HK$'000
(REBEZ) (1RE#Z)
(Unaudited) (Audited)
kRBERE NON-CURRENT LIABILITIES
LM A Deferred revenue 67,053 68,283
AR A Convertible bond 13 404,340 —
BE Borrowings 12 41,540 171,677
ELEFIBEAE Deferred tax liabilities 8,749 8,872
IS — B ER 2 BRI Amount due to a shareholder 14 24,959 113,028
JEREBBERRE Total non-current liabilities 546,641 361,860
BEFE Net assets 1,334,776 1,387,887
E= EQUITY
AARERA Capital and reserves attributable
LA R #E to owners of the Company
N Share capital 658,439 657,439
#iE Reserves 676,337 730,448
ERAEE Total equity 1,334,776 1,387,887
6 Rare Earth Magnesium Technology Group Holdings Limited
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BHGEES2ER
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

H = 20204 6 A 30 H1E7@ A For the six months ended 30 June 2020

ADTRAAELS

Attributable to owners of the Company

BAEE THRES SMEBE
Bx  RAEE it BDER BRERE AERE  AHEE  HUES i REER

Convertible
Capital bonds Share
Share Share redemption equity option Statutory Merger Other Translation Retained
capital premium reserve reserve reserve reserve reserve reserve reserve earnings Total
TAT TEL T#T TaT TET TEL T#T TAT THT TEL T#T
HK§'000 HK§'000 HK$'000 HKS'000 HK§'000 HK§'000 HK$'00 0 HK§'000 HK§'000 HK$'000 HK$'00 0

R2020F1A18 At 1 January 2020
(&%) (Audited) 657,439 1,560,077 419 86,548 271,779 113,435 (1,500,592) (22,233)  (218,673) 683,688 1,387,887
HNER Loss for the period = = - - - - - - - (12,440) (12,440)
HEi2EBE Other comprehensive
loss - - - - - - - - (45,658) - (45,658)

HAZERRLEE Total comprehensive

loss for the period - - - - - - - - (45,658) (12,440) (58,098)
BRTEHE Transfer to reserve - - - - - 763 - - - (763) -
IRELERDRZRZS Equity settled share based

transactions - - - - 1,987 - - - - - 1,987

TERIREBEITERIR Issue of ordinary shares
upon exercise of share

options 1,000 2,000 - - - - - - - - 3,000
7202066 A30A At 30 June 2020

(REER) (unaudited) 658,439 1,562,077 419 86,548 29,766 114,198 (1,500,592) (22,233)  (264,331) 670,485 1,334,776
R2019F1A1H At 1 January 2019

(m&%) (Audited) 657,439 1560077 419 86,548 8,364 104,882 (1,500,592) (22233)  (139.068) 515381 1,271,217
R R Profit for the period - - - - - - - - 116,295 116,295
HE2EER Other comprehensive

loss - - - - - - - - (28,878) - (28,878)

HAZEYAEE Total comprehensive

income for the period - - - - - - - - (28,878) 116,295 87,417
BRZEHE Transfer to reserve - - - - - 5,487 - - - (5,487) -
IRELERDFHZRZS Equity settled share based
transactions - - - - 2,953 - - - - - 2,953
201966 A30A At 30 June 2019
(REER) (unaudited) 657439 1560,077 419 86,548 1317 110369 (1500,592) (22233)  (167948) 626,189 1,361587

R BIEMNEB B AR 2RO EE The special reserve represents the difference between the nominal

EARNBRARBRMDIE1993F EMA] value of the shares of the acquired subsidiaries and the nominal

SESARERBESEZRTCROEES value of the Company's shares issued for the acquisition at the time

ZH o of the group reorganisation prior to the listing of the Company's
shares in 1993.

WERHREEIERBR AR
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HZ= 20204 6 A 30 H1E7~E A For the six months ended 30 June 2020

BZE BZE
2020 §F 2019 £F
6H3H 6H3H
IER{EAR IER{EAR
Six months Six months
ended ended
30 June 30 June
2020 2019
FEx T8
HK$'000 HK$'000
(REEX) (RBEZ)
(Unaudited) (Unaudited)
KeEED Operating activities
BrETS AT (E518), 3% F (Loss)/profit before income tax (2,795) 149,813
BTAIBE (EHFAR Adjustments for:
5 E R Finance cost 45,769 37,379
NiEmEE o BIRERS Equity-settled share option expenses 1,987 2,953
RITH BUA Bank interest income (352) (870)
e Depreciation 48,575 37,042
B EECEH Amortisation of intangible assets 2,239 2,332
PRUERE 2 i Amortisation of mining rights 175 94
ERIE T A EFIE Recognition of prepaid land lease payments 796 Lbb
96,394 229,209
FEEM Increase in inventories (101,546) (28,884)
JEWE SZBRF (3 ),/ /D (Increase)/decrease in trade receivables (44,985) 53,029
Hth R R BR ZUR A (18 hn) Decrease/(increase) in other receivables 5,370 (197,659)
BB SRR D), /1L (Decrease)/increase in trade payables (325) 7,337
H b e BR R 00, CRt 4>) Increase/(decrease) in other payables 2,535 (947)
KEEB (A, EENRE Cash (used in)/generated from operations (42,557) 62,085
EREINHIR Overseas taxes paid (23,492) (20,174)
KT E (FTA), EE K E £ F 5 Net cash (used in)/generated from
operating activities (66,049) 41,911

8 Rare Earth Magnesium Technology Group Holdings Limited
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THGARERER(E)
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
HZ 20204 6 A 30 H1E7<E A For the six months ended 30 June 2020

BZE BZE
2020 ¢ 2019 5
6H3H 6H3H
IER{EAR IER{EAR
Six months Six months
ended ended
30 June 30 June
2020 2019
FEx T8
HK$'000 HK$'000
(RBEZ) (RBEZ)
(Unaudited) (Unaudited)
REEH Investing activities
SN Interest received 352 870
BEYE MENMKE Purchases of property, plant and equipment (6,977) (41,820)
EEPRITHEROR D Decrease in pledged bank deposits 7,286 15,261
RETZEELE (FTA)#IE £ F 5 Net cash from/(used in) investing activities 661 (25,689)
RESEE Financing activities
BT Issue of share capital 3,000 =
BB %ER Finance costs paid (10,411) (12,039)
SRR TS A Proceeds from new borrowings = 67,555
EBEEX Repayment of borrowings (43,888) (32,553)
FE—Z R Z RO D Decrease in amount due to a shareholder (96,469) (42,245)
MEESFTANAEESEE Net cash used in financing activities (147,768) (19,282)
BEeRERELEBE R FE Net decrease in cash and cash equivalents (213,156) (3,060)
HYzEEeRERHREER Cash and cash equivalents at the beginning
of the period 254,813 131,276
IEEZSBHNTE  FHE Effect of foreign exchange rate changes, net (8,970) (4,290)
REPEESMERRRIIERZ Cash and cash equivalents at the end of
HARZRERERESIEHR the period as stated in the
condensed consolidated statement of
financial position 32,687 123,926

BERBEEZERER AR
2020 R HASR S 9
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HZ= 20204 6 A 30 H1E7~E A For the six months ended 30 June 2020
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BASIS OF PREPARATION

The condensed consolidated financial statements are
unaudited and have been prepared in accordance with Hong
Kong Accounting Standard ("HKAS") 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified
Public Accountants ("HKICPA") and the applicable disclosure
requirements of Appendix 16 to the main Board Listing Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

Reference is made to the announcement of the Group dated
3 July 2020, 9 July 2020, 17 July 2020 and 24 August 2020, in
relation to, among other things, the winding up petition and
application for the appointment of “light touch” joint provisional
liquidators (the “JPL Application”) for debt restructuring
purposes.

Century Sunshine Group Holdings Limited (the "CS” together
with its subsidiaries the "CS Group”) is the controlling
shareholder of the Company, holding approximately 72.31%
shareholding interest of the Company through its wholly-
owned subsidiary Ming Xin Development Limited. CS has
defaulted on the redemption of the Notes which is listed on
SGX, in the principal amount of the SGD101,750,000 on their
maturity on 3 July 2020. In terms of the CS payment default
and the 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 3 July 2020 (Bermuda time), the Company has applied to
the Supreme Court of Bermuda (the “Bermuda Court”) for the
appointment of the “light touch” joint provisional liquidators
(the "JPLs") for restructuring purpose. The board of directors
of the Company will retain management of the Company, 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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZE 20205 6 A 30 H1E/5EA For the six months ended 30 June 2020

BASIS OF PREPARATION (continued)

The JPL Application was heard before the Bermuda Court
on 16 July 2020 (Bermuda time). An order was granted by
the Bermuda 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.

On 7 August 2020, the Bermuda 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 Bermuda 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 21 August 2020 for the recognition of the
appointment and powers of the JLPs pursuant to the LOR. On
25 August 2020, the High Court of Hong Kong has approved
the said application.

Going Concern Basis

During six months ended 30 June 2020, the Group recorded
loss approximately HK$12,440,000. And as at 30 June 2020,
the Group's borrowings approximately HK$406,844,000 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.

MEREEEZERER AR
2020 hERsR 11
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
HZ 20204 6 A 30 H1E7<ME A For the six months ended 30 June 2020
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BASIS OF PREPARATION (continuea)
Going Concern Basis (Continued)

The Company is exploring options (in conjunction with CS,
who is a guarantor of certain of the Group’s borrowings) to
restructure its debts and intends, to implement a management
led restructuring by taking advantage of the court-supervised
provisional liquidation regime in Bermuda, 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 Supreme Court of Bermuda.
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. adebt 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.

The directors of the Company are of the opinion that it is
appropriate to prepare the consolidated financial statements
on going concern basis. These 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 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 consolidated
financial statements
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZE 20205 6 A 30 H1E/5EA For the six months ended 30 June 2020

PRINCIPAL 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 condensed
consolidated financial statements:

Amendments to HKAS 1 Definition of Material
and HKAS 8

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9, Interest Rate Benchmark
HKAS 39 and HKFRS 7 Reform

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

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 condensed
consolidated financial statements.

2.1 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.

MEREEEZERER AR
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)
Application of amendments to HKFRSs (Continued)

2.1

2.2

Impacts of application on Amendments to HKAS 1 and HKAS 8
“Definition of Material” (Continued)

The application of the amendments in the current period
had no impact on the 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.

Impacts and accounting policies on application of Amendments to
HKFRS 3 “Definition of a Business”
2.2.1 Accounting policies

Business combinations or asset acquisitions

Optional concentration test

Effective from 1 January 2020, the Group can
elect to apply an optional concentration test, on
a transaction-by-transaction basis, that permits
a simplified assessment of whether an acquired
set of activities and assets is not a business.
The concentration test is met if substantially all
of the fair value of the gross assets acquired
is concentrated in a single identifiable asset or
group of similar identifiable assets. The gross
assets under assessment exclude cash and cash
equivalents, deferred tax assets, and goodwill
resulting from the effects of deferred tax liabilities.
If the concentration test is met, the set of activities
and assets is determined not to be a business and
no further assessment is needed.

2.2.2 Transition and summary of effects

The amendments had no impact on the condensed
consolidated financial statements of the Group.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
HZ 20204 6 A 30 H1E7<E A For the six months ended 30 June 2020

3. SEGMENT INFORMATION

Information reported internally to the chief operating decision
makers for the purpose of resource allocation and assessment
of segment performance focuses on types of goods or services
delivered or provided. The Group is principally engaged in
one single segment, which is manufacturing and selling
magnesium related products during the period ended 30 June
2020 and 30 June 2019. A single management team reports
to the chief operating decision makers who comprehensively
manages such entire business segment. Accordingly, the
Group does not have separately reportable segments.

4. FINANCE COSTS

BE BE
2020 £F 2019 £
6H3H 6H30H
1IEREA I EA
LA ELE - Six months ended
30 June 2020 30 June 2019
TEx T#&x
HK$'000 HKS'000
(REEZ) BEE S $ 1)
(Unaudited) (Unaudited)

BARAFALEER ZIETT  Interest on bank and other borrowings

M E A8 FR 2 wholly repayable within five years 18,100 12,215
Al AR E S B Interest on convertible bonds 27,669 25,164
45,769 37,379

BERBEEZERER AR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
HZ 20204 6 A 30 H1E7<ME A For the six months ended 30 June 2020

5. BRETBHLAI(EE), EF 5. (LOSS)/PROFIT BEFORE INCOME TAX

BZE BZE
2020 5F 2019
6H30H 6H30H
1ER{EA IEREA
LGN ELE - Six months ended
30 June 2020 30 June 2019
T8 FEx
HK$'000 HK$'000
(REBEZ) (REEZ)
(Unaudited) (Unaudited)

REE 2 IR FSTA

(B8’),/&F The Group's (loss)/profit before income tax
AR (GEAY AT has been arrived at after
BIABE - charging/(crediting):
e Depreciation 48,575 37,042
B B Amortisation of intangible assets 2,239 2,332
PRIRAE IR Amortisation of mining rights 175 94
TE T A8 & SRIE 85 Amortisation of prepaid land lease payments 796 4bb
RITHR B WA Bank interest income (352) (870)
6. FIBHEAX 6.  INCOME TAX EXPENSES

BE BZE

20205 20195
6H30H 6H30H
1EREAR IEREA

LA TOECEIL LS Six months ended
30 June 2020 30 June 2019

Fi&x T8t
HKS'000 HK$'000
(REBEZ) (REBE)
(Unaudited) (Unaudited)
AEHE : The Group:
AR EFTS R PRC Enterprise Income Tax 9,645 33,518
. BRE 7.  DIVIDEND
EEefEZMRFIREEZ 2020 The Board does not recommend any payment of interim
F6A3BIEANEAZHHRKRE dividend to shareholders for the six months ended 30 June
(20196 A30H : &) - 2020 (30 June 2019: Nil).
16 Rare Earth Magnesium Technology Group Holdings Limited
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZ 20204 6 A 30 H1E7<E A For the six months ended 30 June 2020

(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE TO OWNERS OF
THE COMPANY

The calculation of the basic loss per share amount is based
on the loss for the period attributable to ordinary equity
holders of the Company of HK$12,440,000 (2019: profit
of HK$116,295,000) and the weighted average number of
ordinary shares of 6,582,796,651 (2019: 6,574,390,058) during
the period.

Diluted loss per share for the six months ended 30 June 2020
was the same as the basic loss per share as the convertible
bonds and share options outstanding had anti-dilutive effects
on the basic loss per share.

Diluted earnings per share for the six months ended 30 June
2019 was the same as the basic earnings per share as the
convertible bonds and share options outstanding had anti-
dilutive effects on the basic earnings per share.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020, the Group
had acquired property, plant and equipment amounted to
HK$6,977,000 (30 June 2019: HK$41,820,000).

10. TRADE AND BILLS RECEIVABLES

2020 £F 2019 &£
68308 128318
30 June 31 December
2020 2019
Fi&x T8
HK$'000 HK$'000
(REBEZ) (8BE%)
(Unaudited) (Audited)
FEE 5 BRI Trade receivables 192,777 149,011
B Provision for impairment (1,726) (1,726)
191,051 147,285
U ZEiE Bill receivables 2,118 4,186
193,169 151,471

AEBRTEESEFPZEEHT
HBiB180K °

The Group allows an credit period of not more than 180 days
to its trade customers.

BERBEEZERER AR
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10. EURE SRR EUERR %)  10. TRADE AND BILLS RECEIVABLES (Continued)

ATTHEKE ZERFBEEE R H The following is an aged analysis of trade receivables, based
ZERER AT on invoice date:
2020 5F 2019 55
6H3H 12A31H
30 June 31 December
2020 2019
T8 T8
HKS’000 HKS$'000
(REBEZ) (REZ)
(Unaudited) (Audited)
0-60K 0 - 60 days 19,448 113,550
61 -90 K 61 -90 days 47,426 33,735
BB 90 X Over 90 days 124,177 —
191,051 147,285
1. BENEZERN 11. TRADE PAYABLES
TR ERE S ERFBEEE R H The following is an aged analysis of trade payables, based on
ZARER DT - invoice date:
2020 £F 2019 55
6H3H 12A31H
30 June 31 December
2020 2019
FEx FEx
HK§'000 HKS'000
(REBEZ) (REZ)
(Unaudited) (Audited)
0-60K 0 - 60 days 14,277 29,319
61 -90 K 61 - 90 days 6,196 696
#8238 90 X Over 90 days 26,394 17,978
46,867 47,993

Rare Earth Magnesium Technology Group Holdings Limited
Interim Report 2020
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZ 20204 6 A 30 H1E7<E A For the six months ended 30 June 2020

12. BE 12. BORROWINGS
2020 5F 2019 £F
6A30H 12A3H
30 June 31 December
2020 2019
[(pEE T8 T8
Notes HK$'000 HK$'000
(REBE) (REZ)
(Unaudited) (Audited)
RITEE Bank borrowings 126,123 151,508
HithEE Other borrowings (ii) &(iii) 322,261 335,934
448,384 487 442
BE : Borrowings:
—FRRIREKEERE Within one year or on demand 406,844 315,765
—F LA FEBETBBAF  More than one year but not
exceeding five years 41,540 171,677
448,384 487 4472
i FVEREIBE 258 Less: Amounts shown under
current liabilities (406,844) (315,765)
FIWEIERBNBEZHIE  Amounts shown under
non-current liabilities 41,540 171,677
BE : Borrowings:
BEH Secured (i) 245,611 275,550
R Unsecured 202,773 211,892
448,384 487 4472
Kiat - Notes:

(i)

(ii)

(iii)

(iv)

K 3 {8 349 245,611,000 7L(2019 4 12
A31H8 :275,550,00087C) A A FERNIKE
BRIRIRITER - W - BERSEREA
1B E#423,293,00087L(2019F 12 A 31
B 466,392,000 8 T)EHER »

HMEREF@QHEBEEBRARAMNER
#742,098,000% 7T(20194 128318 :
63,461,000 7T ) K (b) & % #9280,163,000
% Jr(2019412 A31 8 1 272,473,000/%
TT) °

BEESRARRENERN () B EER
ERARATHEHA R EER () EBRE
Alpha Sino International Limited # & 2 tt
WX EBIZERARDRRMGOER - Kii)
$R1T1F 38 499,377,000 7(2019 4 12 A 31
B : 16,877,000 70) (EE M -

20206 A30H - EROMEERF =X
457.65% (2019512 A31 8 : 7.33%) ©

(i)

(iii)

(iv)

Secured borrowing of approximately HK$245,611,000 (31 December 2019:
HK$275,550,000) were guaranteed by the corporate guarantee and pledged bank
deposits, property, plant and equipment and right-of-use assets of approximately
HK$423,293,000 (31 December 2019: HK$466,392,000).

Included in other borrowings was (a) IFC loan of approximately HK$42,098,000 (31
December 2019: HK$63,461,000) and (b) bond of approximately HK$280,163,000
(31 December 2019: HK$272,473,000).

The loan granted by IFC was secured by (i) corporate guarantee given by
Century Sunshine Group Holdings Limited; (ii) pledged of shares in Century
Sunshine Group Holdings Limited as owned by Alpha Sino International Limited,
the substantial shareholder; and (iii) deposit with banks of approximately
HK$9,377,000 (31 December 2019: HK$16,877,000)

The weighted effective interest rate of borrowings as at 30 June 2020 is
approximately 7.65% (31 December 2019: 7.33%).

BERBEEZERER AR
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13.

CONVERTIBLE BOND

On 30 November 2017, as part of consideration for the
acquisition of the Fullocean Group, the Company has issued
convertible bonds which bear an interest of 4% per annum
payable in arrear semi-annually with aggregate principal
amount of HK$420,000,000 pursuant to the sale and purchase
agreement entered into by Capital Idea Investments Limited,
Sure Sino Global Limited, Century Sunshine Group Holdings
Limited and the Company.

According to the Group's accounting policy, the convertible
bonds are classified separately as financial liabilities and
equity in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument. Conversion option that will be settled by
the exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’'s own equity
instruments is an equity instrument. The fair value of the
liability component is estimated using the prevailing market
interest rate for similar non-convertible instruments. The fair
value assessment of the convertible bonds was performed
by an independent professional valuer. The equity element is
presented in equity under the heading of “convertible bond
equity reserve”. The effective interest rate of the liability
element on initial recognition is 14.6% per annum.

The convertible bonds entitle the bondholder to convert to
shares at a conversion price of HK$0.40. The maturity date
of the Convertible Bonds is the 3 year from the date of issue.
Conversion may occur at any time before maturity date of the
Convertible Bonds. The Company will redeem the convertible
bonds if the bonds have not been converted on maturity date.

On 15 January 2020, the existing holders of the Convertible
Bonds agreed to extend the maturity date, subject to the
certain undertakings given by the Company, for a further three
years to 31 January 2023. Convertible Bonds with principal
amount of HK$420,000,000 were extended to 31 January 2023,
subject to the approval from the independent shareholders of
Company on 11 March 2020. The interest rate of Convertible
Bonds will be changed from 4% per annum to 3% per annum
from (and including) 1 December 2020 thereof up to (and
excluding) 31 January 2023. Details of these are set out in
the Company’ s announcements dated 15 January 2020 and
circular dated 18 February 2020.
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AR ESF#) 13. CONVERTIBLE BOND (continued)
RixE IR R BRI R (E The liability component of convertible bond recognised in the

FREIOFELT

statement of consolidated financial position was calculated as

MN2019F12 831 %

follow:
T8
HKS'000

As at 31 December 2019 and

2020F1 A1 H 1 Janaury 2020 385,072
FABRAMNEREZ Effective interest expenses charged 27,668
2T RERFERX Interest expenses paid and payable (8,400)
20205 6 A30H As 30 June 2020 404,340
B —RIRRZ IR 14. AMOUNT DUE TO A SHAREHOLDER
BN —EZ2RRZERSEER T The amount due to a shareholder is unsecured, non-interest-

AtE R ERETE RN

iR

bearing and has no fixed terms of repayment.

15. COMMITMENTS

ERIAVMERIERE -

2020 2019 £F

6H30H 12831H

30 June 2020 31 December 2019

FiEx Fi#&x

HK$'000 HKS'000

(REBEZ) (REX)
(Unaudited) (Audited)

Contracted, but not provided for:
Property, plant and equipment 35,253 25,746
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZ 20204 6 A 30 H1E7<ME A For the six months ended 30 June 2020

16.

22

EAMEALRS
@ BELSHBRELMEH

16.

MATERIAL RELATED PARTY TRANSACTION

(a)

In addition to the transactions detailed elsewhere in

MEZZHN - RFER - AEE these financial statements, the Group had the following
BETIERFAEALRS - material transactions with related parties during the
year:
BZE020%F BZE2019F
6H30H 6B 30H
ILEFE ILEFE
Year ended Year ended
30 June 30 June
2020 2019
B 5 T#xT T
Note HKS'000 HKS'000
M EBER AR Z Management fee paid to an
EEB intermediate holding company (i) 600 600
B eE - Notes:

(i) MEMERARSINZEREREA
100,000 7C (2019 4F : 100,000 7T )
U ER o

(b) H2020F6AH30H & —
HAR R 2 BRI A £ 24,959,000
7 (20194 : 113,028,000
JC) c ZFCEREEHR RER
WEETEERBHEL) ©

Rare Earth Magnesium Technology Group Holdings Limited
Interim Report 2020

(i) The management fee paid to an intermediate holding company was
charged at a monthly rate of HK$100,000 (2019: HK$100,000).

As at 30 June 2020, the amount due to a shareholder is
approximately HK$24,959,000 (2019: HK$113,028,000).
The amount is unsecured, non-interest bearing and have
no fixed terms of repayment (note 14).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

16.

HZE 20205 6 A 30 H1E/5EA For the six months ended 30 June 2020

MATERIAL RELATED PARTY TRANSACTION (continued)

(c) During the six months ended 30 June 2020, the
compensation to key management amounts to
HK$95,000 (30 June 2019: HK$95,000) representing
director’s remuneration.

Save as disclosed in the item (a) and (b), the Directors consider
that the other related party transactions disclosed in the Note
16 and elsewhere in these financial statements do not fall
under the definition of “connected transaction” in Chapter 14A
of the Listing Rules;

The Directors confirm that the transactions under
“management fee paid to an intermediate holding company”
set forth in item (a) are fully exempt from the reporting,
announcement, circular and shareholders’ approval
requirements under Rule 14A.73 and Rule 14A.76 of the
Listing Rules.

The Directors confirm that the transaction under "amount
due to a shareholder” set forth in item (b) was conducted
on normal commercial terms or better, and not secured by
the assets of the Group, and thus are fully exempt from the
reporting, announcement, circular and shareholders’ approval
requirements under Rule 14A.73 and Rule 14A.90 of the
Listing Rules.
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17.
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17.

EVENTS AFTER THE REPORTING PERIOD
WINDING UP PETITION

Reference is made to the announcement of the Group dated
3 July 2020, 9 July 2020, 17 July 2020 and 24 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 debt restructuring purposes.

Century Sunshine Group Holdings Limited (the “CS” together
with its subsidiaries the "CS Group”) is the controlling
shareholder of the Company, holding approximately 72.31%
shareholding interest of the Company through its wholly-
owned subsidiary Ming Xin Development Limited. CS has
defaulted on the redemption of the Notes which is listed on
SGX, in the principal amount of the SGD101,750,000 on their
maturity on 3 July 2020. In terms of the CS Payment Default
and the 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 3 July 2020 (Bermuda time), the Company has applied to
the Supreme Court of Bermuda (the "Bermuda Court”) for the
appointment of the “light touch” joint provisional liquidators
(the "JPLs") for restructuring purpose. The board of directors
of the Company will retain management of the Company, 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 Bermuda Court
on 16 July 2020 (Bermuda time). An order was granted by
the Bermuda 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.
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HZE 20205 6 A 30 H1E/5EA For the six months ended 30 June 2020

EVENTS AFTER THE REPORTING PERIOD (continuea)
WINDING UP PETITION (continued)

On 7 August 2020, the Bermuda 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 Bermuda 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.

On 20 August 2020, a writ of summons (the "Writ") endorsed
with the full statement of claim (the "Statement of Claim”)
was issued in the High Court of The Hong Kong Special
Administrative Region (the “High Court”) (action number HCA
1354 of 2020) by a bank (the "Bank”) against the Company was
received by the Company's authorized representative in Hong
Kong via registered post.

According to the Statement of Claim, the Bank is pursuing
claims against the Company pursuant to a facility letter
dated 15 May 2019 entered into between the Company (as
borrower) and the Bank (as lender) (the "Facility”) in respect
of the granting of a term loan in the principal amount of up to
HK$33,000,000 (the “Loan”). The Bank is claiming against the
Company for, inter alia, a sum of HK$22,893,397.29 as well as
the default interest thereon, further or other relief and related
costs. The Company is in the course of seeking legal advice in
respect of the above matter.

An application has been filed by the JPLs to the High Court
of Hong Kong on 21 August 2020 for the recognition of the
appointment and powers of the JLPs pursuant to the LOR. On
25 August 2020, the High Court of Hong Kong has approved
the said application.
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18.

CONTINGENT LIABILITIES

Reference is made to the disclosure in Note 1 of these
financial statements, in terms of the CS's payment default and
the 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. 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 material legal proceedings.
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY REVIEW

The year 2020 is destined to be very memorable in history, an
extraordinary and challenging year for all industries. Since the
beginning of 2020, the COVID-19 epidemic broke out all over the
world. On 30 January, WHO has declared the outbreak of novel
coronavirus as a Public Health Emergency of International Concern.
The raging epidemic and the series of prevention and control
measures have severely impacted the global economy. According
to the 2020 GDP forecast 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 still 1%, is down 5.1ppt from last year. The Eurozone
is the worst, with GDP growth of -10.2%, down 11.5ppt from last
year.

China's underground magnesium reserves account for 60% of the
total global reserves, and is ranked the first in the world. China is
the world's largest magnesium supplier making 970,000 tons of
raw magnesium, while the global output was 1.165 million tons
in 2019. China's raw magnesium production is over 83% of the
global output. Although the domestic consumption of magnesium
has gradually increased and China has become the world's largest
consumer of magnesium, the export of China's raw magnesium
products still accounts for about half of the total output. In the first
half of the year, because foreign aluminum plants and automobile
factories have suspended production, the magnesium products
export declined. 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 negative impact of the
global epidemic outbreak on the magnesium industry, which is
export-oriented, is severe.
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BUSINESS REVIEW

The continued global spread of COVID-19 has an obvious impact
on the Group's operations. In the first quarter of 2020, due to the
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 businesses have been
affected by the weak export orders. This leads to a sharp decline
in the sales of the Group 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 epidemic in Northeast China and Xinjiang regions, where the
Group's production bases locate. Due to epidemic prevention and
control, the Group has implemented strict measures, which has
also affected the operation and efficiency of the enterprise.

For the six months ended 30 June 2020 (the “Period”), the Group's
overall revenue amounted to HK$368,178,000, representing a
decrease of approximately 49.3% compared with HK$726,229,000
for the same period in 2019. The overall gross profit margin of the
magnesium products business was 20.5%, representing a decrease
of approximately 7.9ppt compared with 28.4% for the same period
last year. The sales volume decreased from 28,395 tons in the
corresponding period last year to 18,674 tons in the Period. The loss
after tax for the Period is HK$12,440,000 (the profit after tax for the
same period in 2019: HK$116,295,000).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

PROSPECT

Magnesium alloys are widely used and not limited to a single
industry. Magnesium alloys possess many noticeable attributes
and are the lightest metal structural materials at present. With
the continuous breakthrough in technology, and the continuous
improvement of the production process, as a new type of lightweight
material, magnesium products will be gradually commonly used in
automobiles, 3C electronic devices, aerospace, medical, 5G, power
battery, etc. Along with stricter requirements in energy conservation
and emissions reduction, and the continual evolution of the material
application, the prospect of magnesium is promising, and the global
demand for magnesium products is expected to surge.

The COVID-19 epidemic continues to spread around the world. It has
been more than eight months since the outbreak began, and the
epidemic has not been effectively brought under control in many
countries. There have been resurgences of epidemics in some
parts of mainland China and Hong Kong. The chance of restoration
of normal industrial operations globally is still slim. The Group will
pay close attention to the epidemic and adjust its strategies, and
respond to market changes. After the epidemic, countries will be
much more serious in contingency planning, pay more attention
to innovation and investment in public health, disaster relief,
emergency response, ecological environment and information
security, to make up for past deficiencies. These will provide ample
space for the application of magnesium products. We believe that
in the post-epidemic era, magnesium products will continue to
show its charm and further establish solid confidence amongst
consumers. It is forseen that the magnesium industry is entering a
new era with ample spaces for development.
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(Loss)/profit attributable to owners
of the Company
Net profit margin

368,178 726,229 795,638
75,465 206,318 202,665
20.5% 28.4% 25.5%
94,759 227,126 213,347
25.7% 31.3% 26.8%

(12,440) 116,295 105,050

TERAN/A 16.0% 13.2%

OTHER OPERATING EXPENSES ANALYSIS
Selling and distribution expenses

Selling and distribution expenses were approximately HK$4,860,000
(2019: HK$5,030,000), which mainly comprised of marketing
expenses and sales staff wages. Selling and distribution expenses
to income ratio was approximately 1.3% (2019: 0.7%).

Administrative expenses

Administrative expenses mainly comprised of expenses such
as staff remuneration, depreciation and amortization, audit
and professional fees and research and development. The
administrative expenses for the period was approximately
HK$32,595,000 (2019: HK$16,159,000), representing a year-on-
year increase of approximately HK$16,436,000. The increase in
administrative expenses was mainly attributable to R&D expenses
increased approximately HK$7,357,000 year-on-year and decrease
in production resulting from the national epidemic, therefore part
of the production costs during the year had to be reclassified from
cost of sales to administrative expenses.
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Finance costs

Finance cost was approximately HK$45,769,000 (2019:
HK$37,379,000), representing a year-on-year increase
of approximately HK$8,390,000. Of which approximately
HK$27,669,000 (2019: HK$25,164,000) was the accounting interest
of the convertible bonds issued to Ming Xin Developments Limited,
the controlling shareholder. As convertible bonds comprise
conversion rights, its accounting interest will be consolidated into
the unaudited consolidated financial statement of the Company at
fair value. The effective interest of convertible bonds payable pay
annum was 4%, i.e. HK$8,400,000 (2019: HK$8,400,000). On 15
January 2020, the Company and Ming Xin Developments Limited
agreed on the amendment of certain terms of the convertible bonds
as follows: (1) maturity date is to be extended from 30 November
2020 to 31 January 2023. (2) interest rate per annum from 1
December 2020 up to 31 January 2023 is to be reduced from 4% to
3%. The proposed amendments were passed at the extraordinary
general meeting convened on 11 March 2020. For details, please
refer to the announcement and circular of the Company published
on HKEx website on 15 January 2020 and 18 February 2020,
respectively.

Liquidity and Financial Resources

Our cash is mainly used to satisfy our needs of working capital
and our capital expenditure. Our working capital needs and capital
expenditure requirements have been principally financed through
a combination of shareholders’ equity, cash generated from
operations, and borrowings. The Group adopts a prudent cash and
financial management policy. In order to achieve better cost control
and minimize the cost of funds, the Group's treasury activities and
cash and cash equivalents are generally deposited with certain
financial institutions such as banks and denominated mostly in
Renminbi and Hong Kong dollars.
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Possible Debt Restructuring and the Appointment of Joint Provisional
Liguidators for Restructuring Purposes

Century Sunshine Group Holdings Limited ("CS") is the controlling
shareholder of the Company holding approximately 72.31%
shareholding interest in the Company through its wholly-owned
subsidiary Ming Xin Developments Limited. CS defaulted in its
redemption of its subordinated notes listed on SGX in aggregate
principal amount of SDG101,750,000 that matured on 3 July 2020.
Amongst others, Ming Xin Developments Limited is a guarantor of
the notes. The CS's default constitutes an event of default in respect
of certain borrowings of the Group, causing the cross default.

On 3 July 2020 (Bermuda time), the Company has applied to
the Supreme Court of Bermuda (the "Bermuda Court”) for the
appointment of the “light touch” joint provisional liquidators (the
“JPLs") for restructuring purpose. The board of directors of the
Company will retain management of the Company, 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 Bermuda Court on 16
July 2020 (Bermuda time). An order was granted by the Bermuda
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 CaymanLtd.,
(collectively, the "JPLs") as the “light-touch” joint provisional
liguidators of the Company for restructuring purposes, with the
power to act jointly and severally.

On 7 August 2020, the Bermuda 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 Bermuda 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 21 August 2020 for the recognition of the appointment and
powers of the JLPs pursuant to the LOR. On 25 August 2020, the
High Court of Hong Kong has approved the said application.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

CONTINGENT LIABILITIES

As at 30 June 2020 and 31 December 2019, other than those
disclosed in Note 18 to the financial statements, the Group has no
other significant contingent liabilities.

PROJECT OVERVIEW
Dolomite mine

The Group's dolomite mine is situated in Baishan City, Jilin Province,
the PRC. The mine is operated with 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.

The dolomite mine of the Group was classified by the PRC resource/
reserve volumes. As at 30 June 2020, the estimated resource and
reserve volumes were determined based on the yearly reduction
of mined quantity 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, there has no dolomite output. As compared with 31
December 2019, there is no material change in the resource and
ore reserve volumes of the dolomite mine.

For the six months ended 30 June 2020, there were no expenditure
incurred for mining activities.

FOREIGN CURRENCIES AND TREASURY POLICY

Most of the Group's business transactions, assets and liabilities are
denominated in Hong Kong dollars, US dollars or Renminbi. The
usual treasury policy of the Group is to manage significant foreign
currency exposure in a cautious manner and minimize foreign
currency risk whenever it may have material impact to the Group.
During the last six months, the Group did not engage in any interest
rate or foreign currencies speculations.

EMPLOYEES RELATIONS

As at 30 June 2020, the Group has 636 employees (30 June 2019:
737). In addition to salary remuneration, the Group also provides
other fringe benefits such as annual leave, medical insurance and
provident fund, etc. to its staff.
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SHARE OPTION SCHEME

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 4 December 2017 (the
“Scheme”). The qualifying participants mainly include employees
and directors of the Group and any substantial shareholders, and
the consultants or advisers, distributors, contractors, suppliers,
service providers, agents, customers and business partner of the
Group who have made contribution to the Group. The Scheme,
unless otherwise cancelled or amended, will remain in force for 10
years since its establishing date. The remaining life of the Scheme
is approximately 7.5 years (expiry on 4 December 2027).

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

A 2020 5 HiREH HRTE HIR % 20205
118%8 2R ZERE ZBIRE ANBEE TEE
Options Options Options
Held at granted exercised lapsed Held at
1 January during the during the during the 30 June Exercise
2020 period period period 2020 price
BT
[ [1€]
(A EE
Employees 163,400,000 - - - 163,400,000 0.4
40,000,000 - - - 40,000,000 0.5
150,000,000 - (10,000,000) - 140,000,000 0.3
(B) E=E
Directors
R 30,000,000 - - - 30,000,000 0.4
Shum Sai Chit
bR A 3,000,000 - - - 3,000,000 0.4
Chi Jing Chao
aiE 5,000,000 - - - 5,000,000 0.4
Meng Jian
BER" 5,000,000 - - - 5,000,000 0.4
Tam Wai Ho*
B IR 5,000,000 - - = 5,000,000 0.4
Kwong Ping Man
RE AN 5,000,000 - - = 5,000,000 0.4
Cheung Sound Poon
[P 5,000,000 - - - 5,000,000 0.4
Kwan Ngai Kit
/N&t Sub-total 221,400,000 - - - 221,400,000 0.4
/&t Sub-total 40,000,000 - - - 40,000,000 0.5
/gt Sub-total 150,000,000 - (10,000,000) - 140,000,000 0.3
A%t Total 411,400,000 - (10,000,000) - 401,400,000
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Mr. Tam Wai Ho, was retired as a director of the Company on 30 June 2020.
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SHARE OPTION SCHEME (continued)

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

MR AE [&im B EA 1TEH BR{TEE BREXHE
Exercise Number of
prices Share
Grant date Expiry date Exercise period per Share options
BT
HK$
20184F 4 A 25 H 202312 A29H H2018F 11 A1HERE 0.4 221,400,000
2023412 A29H
25 April 2018 29 December 2023 From 1 November 2018
to 29 December 2023
20184 4 A 25H 2020912 A31H H2019F 1 A1HEE 0.5 40,000,000
202012 A31H
25 April 2018 31 December 2020 From 1 January 2019
to 31 December 2020
20194 7 A25H 202298 H31H H2019F9H1HER 0.3 140,000,000
202248 A31H
25 July 2019 31 August 2022 From 1 September 2019
to 31 August 2022
401,400,000
R2020F EAsRE BB - A1 T A As at the date of the 2020 Interim Report, the total number of

BT AR B R BE(BIE LM ARTT
& BE A 7 ) /& 858,839,005 /% © HHE R A
NElE BEBITRAL13.0% - ZaitEl2
BRTFEHORTSE - WiEKR2027F12

R4BERM -

Shares of the Company available for issue under the Scheme
(including the above share options outstanding not yet exercised)
was 858,839,005, representing approximately 13.0% of the issued
share capital of the Company 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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DIRECTORS’ INTERESTS IN SECURITIES

At 30 June 2020, the interests of the directors of the Company
(the "Directors”) and their associates in the shares and underlying
shares of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SF0")), as recorded in the register maintained by the Company
under Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the "Model Code”) set out in Appendix 10 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”), were as follows:

Interests in the Shares, underlying shares and debenture of the Company

/'\_
BERSDRARERS EBRYE ool
Number of ordinary shares interested or deemed to be interested SHE
3 BA#R RikiER DR)ER HE SEBRENH R
Approximate
percentage of
interests in the
issued share
Personal Family Corporate Number of capital of the
Director interests interests interests Total options held Company
#e
Long position
LR - - - - 30,000,000 0.46%
Shum Sai Chit
bk - - - - 3,000,000 0.05%
Chi Jing Chao
Y - - - - 5,000,000 0.08%
Meng Jian
uiﬁ%\ *
Tam Wai Ho*
63,464,000 4,600,000 75,754,236 143,818,236 5,000,000 2.26%
(PiF3E1) (Note 1) (FIZE2) (Note 2)  (HF5E3) (Note 3)
BIAX - - - - 5,000,000 0.08%
Kwong Ping Man
RER - - - - 5,000,000 0.08%
Cheung Sound Paon
B - - - - 5,000,000 0.08%
Kwan Ngai Kit
RE

Short position

"

Nil
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Mr. Tam Wai Ho, was retired as a director of the Company on 30 June 2020.
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(3) % % B 0 75,754,236 % H Earnmill Holdings
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OTHER INFORMATION (CONTINUED)

DIRECTORS’ INTERESTS IN SECURITIES (continueq)

Interests in the Shares, underlying shares and debenture of the Company
(continued)

Notes:

(1) Such Shares include the 51,464,000 Shares which are jointly owned by Mr. Tam Wai Ho
and Mr. Tam Wai Tong. Mr. Tam Wai Ho directly owns 12,000,000 Shares.

(2) Mrs. Tam Mui Ka Wai is the spouse of Mr. Tam Wai Ho and therefore Mr. Tam Wai Ho is
deemed to be interested in the Shares owned by Mrs. Tam pursuant to Part XV of the
SFO.

(3) Of these shares, 75,754,236 Shares are beneficially owned by Earnmill Holdings Limited

("Earnmill Holdings"), a company which is ultimately wholly owned by Mr. Tam Wai Ho
and Mr. Tam Wai Tong, in equal shares.

Interests in the shares of associated corporations

BAERSSRARERREERSE (17R)
Number of ordinary shares interested or
deemed to be interested (long position)

Fris Ll
) ‘ Wi BRTZBA
EENA B EERE EPNG #E M 2Bt
% of issued
share capital
Name of associated Personal Number of associated
Names of Directors corporation interests of options held Total corporation
YRR 45t E B R B R A A 14,666,305 20,000,000 34,666,305 0.76%
Shum Sai Chit (Mtt42bz 3 0)
Century Sunshine Group
Holdings Limited
("Century Sunshine”)
S E R A2 f5 1,633,998 8,000,000 9,633,988 0.21%
Chi Jing Chao Century Sunshine
RER 42 f5 - 5,000,000 5,000,000 0.11%
Cheung Sound Poon Century Sunshine
R 425 - 4,000,000 4,000,000 0.09%
Kwan Ngai Kit Century Sunshine (Hzt1)
(note 1)
Wit - Notes:
(1) 4,000,000 &t 42 B3 e A& 19 T AT 0] B S5 o8 A 2 B 48 (1) 4,000,000 shares in Century Sunshine are the number of underlying shares which may be

AXBRLETZABBRNEE -

Br ESCFT R EE & AN 122020 6 A 30
H SEERFEEZHEALIBRENRR
RINHEAMEHEIE(TEREFFRHPE
&H1) 2 BD RABBER O P A E R

SN
KB o

issued to Ms. Lee Man Ching, the spouse of Mr. Kwan Ngai Kit, under the options held.

Save as disclosed above, at 30 June 2020, none of the Directors or
their associates had any interests or short positions in the shares
and underlying shares of the Company or any of its associated
corporations as defined in the SFO.
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2020 hERsR 37



Hitt&Z# (45)
OTHER INFORMATION (CONTINUED)

FERER SUBSTANTIAL SHAREHOLDERS

B EXFIEBEERETES 2= - B At 30 June 2020, the register of substantial shareholders kept by
2020F6 A30R  BEARAIKES R the Company pursuant to Section 336 of the SFO shows that other
HERAIFEIBIFFE 2 EEREAMAT than the interests disclosed above in respect of certain Directors,
BE TIRREMNMERARFHBEEEAD the following shareholder had notified the Company of relevant

A BT 2 AR AR interest and short position in the issued capital of the Company:
FiisEiEig LeT
BRREEHE RAEE BAzBEZL
Number of ordinary % of issued
Name of Shareholder shares held share capital
Ming Xin Developments Limited (#72# 7 & 5) (note 1 and 5) 4,761,117,434 (L) 72.31
200,000,000 (S) 3.04
New Bright Group Limited (#7222 % 5) (note 2 and 5) 4,761,117,434 (L) 72.31
200,000,000 (S) 3.04
AR R BIER AR A F (FiE 3K 5) 4,761,117,434 (L) 72.31
Century Sunshine Group Holdings Limited (note 3 and 5) 200,000,000 (S) 3.04
X E (Hat4 K 5) 4,761,117,434 (L) 72.31
Chi Wen Fu (note 4 and 5) 200,000,000 (S) 3.04
WiaT - Note:
(1) 4,761,117,434 B %15 FA Ming Xin Developments Limited (1) 4,761,117,434 shares are beneficially owned by Ming Xin Developments Limited.
BalEE o
(2) Ming Xin Developments Limited & New Bright (2) Ming Xin Developments Limited is a wholly-owned subsidiary of New Bright Group
Group Limited 22 &K B AR o it - & FHF R Limited. As such, New Bright Group Limited is deemed to be interested in all the
BIEFIME © New Bright Group Limited #18 A A shares in which Ming Xin Developments is interested by virtue of the SFO.

Ming Xin Developments Limited 7 25 2 & 2R A%
[y -3

(3) New Bright Group Limited Bttt 2 2 EWB A (3) New Bright Group Limited is a wholly-owned subsidiary of Century Sunshine. As
Al o WU MBS RBEKROITS - LB HER such, Century Sunshine is deemed to be interested in all the shares in which Ming
BB Ming Xin Developments Limited BE 252 Xin Developments is interested by virtue of the SFO.

2 ERAR D 2 M

(4) M 3CE S A T 42 B5 Y2 (Ming Xin Developments (4) Mr. Chi Wen Fu controls more than one-third or more of the voting power at
Limited Z S ARIER AR BB A S HIEHI =02 — general meetings of Century Sunshine (the ultimate holding company of Ming Xin
LA ERRE L RBFHSRPERAMS - Developments Limited). As such, Mr. Chi Wen Fu is deemed to be interested in all the
M X E S A AR A B Ming Xin Developments shares in which Ming Xin Developments Limited is interested by virtue of the SFO.

Limited JE##28.2 2 BB {5 2 RS °

(5) R2019812 8138 - LB AEBEIERBER AT (5) On 13 December 2019, Century Sunshine Group Holdings Limited and Ming Xin
} Ming Xin Developments Limited ({fEA#EFA) K& Developments Limited as grantors and Mega Prime Development Limited as optionee
Mega Prime Development Limited (1E 7 Hi # & % entered into the Call Option Agreement, pursuant to which the said grantors agreed
ANVETREEHRRE R - BBt - BT ARERZE to grant to the said optionee the right and option to acquire 200,000,000 Shares.
AR AR B8 200,000,000 AR AR 1 2 1 1 K2 HA
-

Br ESCFT R EE & N 1202056 6 A 30 Save as disclosed above, at 30 June 2020, the Company had not
B AR EZEEMA TN ERAK been notified by any persons who had interests or short positions in
NEI D B AR (0 B AR R 5 & B the shares or underlying shares of the Company which would fall to

EIRPIERANTIFEE CERIOAR © be disclosed to the Company under the SFO.
38 Rare Earth Magnesium Technology Group Holdings Limited
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OTHER INFORMATION (CONTINUED)

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any listed securities of the Company during the period.

AUDIT COMMITTEE

The Audit Committee comprises three Independent Non- executive
Directors, namely Mr. Kwong Ping Man (Chairman of the Audit
Committee), Mr. Cheung Sound Poon and Mr. Kwan Ngai Kit.
During the period under review, the Audit Committee has held
two meetings to review the accounting principles and practices
adopted by the Group and discuss internal control and financial
reporting matters. The Audit Committee has reviewed the unaudited
consolidated interim results of the Group for the six months ended
30 June 2020.

The Audit Committee has made positive contribution to enhancing
the Company's corporate governance.

CORPORATE GOVERNANCE PRACTICES

During the six months ended 30 June 2020, the Company has
complied with the Code on Corporate Governance Practices (the
“Code”) as set out in Appendix 14 of the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”), save for the deviations as follows:

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.

—  Professor Meng Jian (being a non-executive Director) and Dr.
Tam Wai Ho JP (being a non-executive Director) were unable
to attend the annual general meeting held on 30 June 2020 as
they were obliged to be away for other matters.

Under code provision A.2.1, the roles of chairman and chief
executive officer (the “CEQ") should be separated and should not be
performed by the same individual. However, there is no separation
between the roles of chairman and CEO under the current corporate
structure of the Company. Mr. Shum Sai Chit currently holds a
dual role as the Chairman and the CEQ. Mr. Shum had been in
charge of the overall management of the Company since 2015 and
the Company considered that such arrangement would promote
the efficient formulation and implementation of the Company’s
strategies which would enable the Group to further develop its
businesses effectively at this stage. The Board will review the
current structure from time to time and shall make necessary
arrangements when the Board considers appropriate.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors (the "Model Code”) set out in Appendix
10 to the Listing Rules as its code of conduct regarding securities
transactions by the Directors on terms no less exactly than the
required standard set out in the Model Code. Having made specific
enquiry of all Directors, all Directors confirmed that they have
complied with the required standard set out in the Model Code
throughout the six months ended 30 June 2020.

APPRECIATION

On behalf of the Board, I wish to thank all our shareholders,
customers, suppliers and bankers for their continual support. |
would also like to extend my appreciation to all the staff for their
dedicated work and their contribution throughout the Review Period.

By order of the Board
Rare Earth magnesium Technology
Group Holdings Limited
Shum Sai Chit
Chairman

Hong Kong, 31 August 2020
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