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China Metal Resources Utilization Limited (the "Company”] was
incorporated in the Cayman Islands as an exempted company with
limited liability on 22 February 2013. The Company and its
subsidiaries (the “Group”) are a fastgrowing manufacturer of recycled
copper products, also known as copper semis, in Southwest China.
The shares of the Company were listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) since 21
February 2014 (the “Listing Date”).

We process recycled scrap copper and, fo a lesser extent, electrolytic
copper, fo manufacture a range of copper products, including copper
wirerods, copper wires, copper plates and copper granules. Beginning
in 2013, we have also sold a range of communication cables and
power transmission and disfribution cables using copper wirerods that
we produce as the principal raw material. We are increasing our
production capacity and plan to broaden our product range and
pursue opportunities for further vertical integrafion. Beginning in 2015,
we have also extended our product range to aluminium products. In
light of favourable development trends in China and our advantages in
raw material supply, facility location and preferential governmental
policies, we believe we are well positioned to become a leading
infegrated recycled copper product supplier in China covering the key
value- creating activities in the industry chain.

We currently own and operate several production facilities for recycled
copper products. These facilities are located in Sichuan Province,
Hunan Province, Hubei Province and Henan Province. We are also
operating our frading business of copper, aluminium and nickel
products.

This annual report, in both English and Chinese versions, is available
on the Company's website at http: //www.cmru.com.cn/.

Shareholders may at any time change their choice of languagel(s) (either
English only or Chinese only or both languages) of Corporate
Communications.

Shareholders may send their request to change their choice of
languagels) of Corporate Communications by notice in writing to the
Hong Kong Branch Share Registrar of the Company with
Computershare Hong Kong Investor Services Ltd. at 17M Floor
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong.
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Dear Shareholders,

On behalf of the Board of Directors [the “Board”) of China Metal
Resources Utilization Limited ("CMRU” or the “Company”), | hereby
present the audited consolidated annual results of the Company and its

subsidiaries (collectively the “Group”) for the year ended 31 December
2020.

REVIEW ON COPPER MARKET

Copper price witnessed a dramatic 2020, as the coronavirus
pandemic (COVID-19) impacted demand dynamics for the Copper.
Halt in China’s manufacturing and economic activities reflecting the
COVID-19 led lockdowns pushed the Shanghai Futures Exchange
(SHFE) copper price hitting multiyear lows to RMB35,300 per ton in
early months of 2020. The second half of the year told a different story
as fundamentals started to improve. China’s quick recovery from the
coronavirus pandemic provided strong fundamental support for copper
demand. The gradual recovery from the pandemic by other major
regions, coupled with the rollout of COVID-19 vaccine boosting the
SHFT copper price at end of 2020 to its highest level of RMB59,640
per ton since 2013. A rise in the copper price is likely to continue in
2021 on the back of an anticipated rebound of the global economy,
sustained growth of industrial acfivity and robust demand by China as
well as the global COVID-19 vaccination rollout.

BUSINESS REVIEW

During the year, the Group recorded a net loss of approximately
RMB387.2 million. The loss was mainly affributable to the decrease in
copper product sales by 30.9% in 2020 as compared to 2019 due
primarily to detrimental impact of COVID-19 on the economy, the
decrease of VAT refunds under the Comprehensive Utilisation of
Resources Policy, whilst the bad debt provision increased as a result of
the tight liquidity situation of customers, the recognition of goodwill
impairment on subsidiaries acquired in recent years due fo severe
delays in production by their customers also attributable to the loss. Loss

per share amounted to RMBO. 15 (FY2019: RMBO.08).
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PROSPECTS

With the COVID-19 situation in China generally under control, together
with the roll out of COVID-19 vaccines, we expect China’s economy to
continue to improve. The Infernational Monetary Fund (IMF) predicts
that the global economy will increase 5.5% in 2021 and the economy
in the PRC will increase 8.1%.

During the 14th Five-Year Plan (14th FYP), we expect China to continue
fo pursue its main goal of becoming a manufacturing powerhouse,
leveraging innovation and connectivity within the manufacturing industry
fo promote high-quality economic development. With 5G, the industrial
infernet of things, big data analytics and other new infrastructure, the
manufacturing industry is set fo begin a new era of fransformation. VWith
the sfrategic advancement of “carbon dioxide reaching the peak” and
"carbon dioxide neutralization”, strong demand for copper from China
is expected to continue going forward particularly in areas such as new
infrastructure construction, new energy automobile and facilities, high
tech end home appliances and electronic devices. We believe CMRU
is well placed to benefit from this increase in the demand for copper.

The State Council issued a circular on 22 February 2021 “Guiding
Opinion on Urging Efforts to Build an Economic System Featuring
Creen, Llow-carbon and Circular Development, and to Promote an
Overall Green Transformation of the Economy and Society.” B hN
REVRFEERBRERCBEBENEGER). Accoding fo
the circular, we expect stimulus measures will be introduced during the
14th FYP to build waste recycling system for renewable resources, to
develop the remanufacturing industry and clean production, to
encourage reusing renewable resources, fo promote consumption of
green products and advocate a low-carbon lifestyle. The guidance
marked a crucial step by the Chinese government to materialize the
support fo the resource recycling industry and shall bring unprecedented
opportunities to CMRU.
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CONCLUSION

The outbreak of COVID-19 has created unprecedented risks and
challenges to the global economy. We will closely monitor the changes
in the macro environment and the latest development of the COVID-19
pandemic, adopt proactive and positive response strategies, and react
prudently and quickly to market changes. 2021 is the first year of the
14th Five-Year Plan, the main tasks of CMRU are to increase its efforts
in falent exploration, strengthen ifs innovation and R & D capabilifies, to
continuously improve the quality and service level of all types of
products, fo consolidate CMRU's existing advantages with efficient
operation capability and gradually expand the business footprint to

further increase market share and create long-term value for its
Shareholder.

Last but not least, | would like to thank our customers, suppliers and
business partners for their confinued support, my fellow directors for
their wise insight and active participation, and our management team
for their continued dedication and commitment to the success of the
Group. The Group is confident in ifs ability to create short+term and
long-term value for its Shareholders and would like to thank
Shareholders for their support and trust in the Group over the years

Chairman, Chief Executive Officer and Executive Director
Mr. Yu Jiangiu

31 March 2021
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BUSINESS REVIEW

The Coronavirus Disease 2019 ("COVID-19") pneumonia epidemic
has caused a major impact on the world economy in 2020, creating
one of the biggest challenges affer the Great Depression. The decline
in industrial production across China has led to a significant reduction
in the demand for basic raw materials, especially mefal materials.
Therefore, the Group recorded a decrease in copper product sales by
30.9% in 2020 as compared fo 2019. Along with the decrease in
production and sales volume of recycled copper products, VAT refunds
under the Comprehensive Utilisation of Resources Policy also recorded
a corresponding decrease in 2020. In addition, the tight liquidity
situation of customers has prolonged the aging of trade receivables,
and as such, the bad debt provision ratio has also increased
accordingly. Subsidiaries acquired in recent years have also suffered
unsatisfactory performance due to severe delays in production by their
customers in 2020, hence, the Group made a larger amount of
goodwill impairment accordingly. In this difficult environment, the
Group recorded a nef loss of approximately RMB387.2 million in
2020.

FUTURE PROSPECTS/OUTLOOK

Despite the severe economic impact of COVID-19, China’s GDP still
managed to grow 2.3% in 2020 which was largely due to significant
rebound in economic growth in Q4 2020. With the COVID-19
situation in China generally under control, together with the roll out of
COVID-19 vaccines, we expect China’s economy fo continue to
improve.

We have been and continue working hard in resfructuring our financing
and shareholding structure. Once such resfructuring is complete, we
expect to be able to take advantage of an improved economy to
achieve better operational and financial performance. At this crifical
moment, the Group just completed the new issuance of shares to
Mianyang Fule Investment Co., lid.* (43/5 B4 E AR AR ("Fule”),
a state-owned enterprise ("SOE") in Sichuan Province. With Fule as the
Group's single largest shareholder, the management expects to better
consolidate its business and strengthen its financial positions. In
addition, with the market expectation of China’s monetary policy to
remain loose in 2021, we are hopeful that our customers' liquidity will
improve and therefore will benefit our cash flow situation.
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FINANCIAL REVIEW

Revenue

Our revenue represents the amounts accepted to be entitled for sales of
goods and services in the ordinary course of business. Revenue
recognised is net of VAT and other taxes, returns and discounts affer
eliminating sales within our Group.
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Revenue from trading of electrolytic
copper (Note)

Sales of recycled copper products ﬁifﬂ&uﬂufﬁ%
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Sales of communication cables BESEBHE

Sales of scrap materials REEMEIIHE

Others Hith
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32,790 32,022
136,224 28,033
19,546 48,596
2,856 4,435
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Note: The Group has entered info trading activities of electrolytic copper since 2015 whereas
the Group is considered the principal of the transactions as it controls the electrolytic
copper before they are sold fo the customers. The gross inflows of the trading activities

are therefore recognised as revenue.

Revenue for the year ended 31 December 2020 amounted fo
RMB16,698.5 million, representing a decrease of 30.5% from
RMB24,012.7 million for the year ended 31 December 2019. The
decrease in sales volume was principally from the decrease in trading
of electrolytic copper, which was mainly due to the suspension of
operation as a result of COVID-19.

Revenue from trading of electrolytic copper amounted to RMB8,516.2
million for the year ended 31 December 2020, representing a
decrease of 49.1% from RMB16,715.9 million for the year ended 31
December 2019. It was mainly a decrease of 45.6% in the sales
volume of electrolytic copper from 397,327 metric tons for the year
ended 31 December 2019 to 216,325 metric tons for the year ended
31 December 2020, with a decrease of 6.4% in average selling price
from RMB42,071 per tfon for the year ended 31 December 2019 fo
RMB39,368 per ton for the year ended 31 December 2020.
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Revenue from recycled copper products amounted to RMB7,990.9
million for the year ended 31 December 2020, representing an
increase of 11.2% from RMB7,183.7 million for the year ended 31
December 2019. It was mainly an increase of 7.3% in the sales
volume of recycled copper products from 171,228 metric tons for the
year ended 31 December 2019 to 183,742 mefric tons for the year
ended 31 December 2020, with an increase of 3.6% in average
selling price from RMB41,954 per ton for the year ended 31
December 2019 to RMB43,488 per ton for the year ended 31
December 2020.

Cost of sales

Cost of sales for the year ended 31 December 2020 totaled
RMB16,636.0 million, representing a decrease of 31.5% from
RMB24,270.6 million for the year ended 31 December 2019.

Gross profit/(loss)

Our gross profit was RMB62.6 million for the year ended 31
December 2020, as compared to the gross loss of RMB257.9 million
for the year ended 31 December 2019. Our gross profit margin for
the year ended 31 December 2020 was 0.4%, as compared fo a
gross loss margin of 1.1% for the year ended 31 December 2019.

Other income/(expenses), gain/(loss), net

Our other expenses and loss for the year ended 31 December 2020
were RMB33.3 million as compared to other income and gain
RMB350.3 million for the year ended 31 December 2019. The
decrease in 2020 was primarily attributed to the decrease in
government subsidies and grants and VAT refunds under
Comprehensive Utilisation of Resources Policy amounted to RMB283.5
million and the recognition of fair value of derivative financial
instruments amounted to RMB102.1 million.
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Selling and distribution expenses

Our selling and distribution expenses for the year ended 31 December
2020 were RMB21.6 million, representing a decrease of 29.2% from
RMB30.5 million for the year ended 31 December 2019. The
decrease was mainly due to the suspension of operations as a result of

COVID-19 in 2020.

Administrative expenses

Our administrative expenses for the year ended 31 December 2020
were RMB162.7 million, representing an increase of 25.1% from
RMB130.0 million for the year ended 31 December 2019. The
increase was primarily due fo the increase in depreciation expenses by
RMB19.6 million during the period of suspension of operation.

Finance costs

Our finance costs for the year ended 31 December 2020 were
RMB170.0 million, representing an increase of 14.9% from
RMB147.9 million for the year ended 31 December 2019. The
increase was primarily due fo the increase in the overall balance of
interest+bearing borrowings. The balance of interestbearing borrowings
as at 31 December 2020 amounted to RMB1,885.7 million,
representing an increase of RMB187.1 million from RMB1,698.6
million as at 31 December 2019.

Loss for the year
Our loss for the year ended 31 December 2020 was RMB387.2

million as compared to the loss of RMB217.3 million for the year
ended 31 December 2019. The increase in loss is mainly attributable
fo the substantial increase in provision for doubtful debts amounting fo
RMB47.0 million and substantial decrease in VAT refunds, government
grants and subsidies amounting to RMB283.5 million. The increase in
loss is also contributed by additional loss on goodwill impairment in the
Year 2020 amounting to RMB277.9 million caused by fighter liquidity
situation of our customers, decrease in volume of our sales transactions
and the detrimental impact of COVID-19 on the economy.
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Capital structure

As at 31 December 2020, the capital structure of the Group mainly
consisted of shareholders’ equity, note payables, interestbearing bank
and other borrowings, finance leases payables, lease liabilities and
liability component of convertible bonds. There is no material
seasonality of borrowing requirements for the Group. The borrowings
of the Group are all denominated either in RMB and HKD.

The following table details the inferest rate profile of the Group's tofal
interestbearing borrowings at the end of the reporting period:
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Fixed rafe borrowings:
Nofe payables
Interestbearing bank and

other borrowings
lease liabilities
Liability component of

convertible bonds

Weighted
average
effective
interest rate Amount
nEEH
ERFIE x|
RMB’000
% AR®TR
EEEN:
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1,232,104
HEEE 11,122
RBRESFNEELD

553,004

Total fixed rate borrowings

1,885,709
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As at 31 December 2019
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Weighted
average
effective
interest rate Amount
I
EBRMX kx|
RMB'000
% ARETT
13.00 30,457
719 1,025,111
38.81 6,535

12.00 636,524

1,698,627




The following table sets forth the maturity profile of the Group's interest-

bearing borrowings at the dates indicated:

—FRHRBKERE

Within one year or repayable
on demand

After one year but less than two years  —%F LA HBRE AR

After two years but less than five years M A EBREFIAR

Note
payables

ENRE
RMB’000
AR®TR

89,479

TR

R

As at 31 December 2020

R20205 128318

Interest-
bearing
bank and
other
borrowings
FERTR
H AR
RMB’000
ARETR

1,232,104

1,232,104

Lease
liabilities

HERE
RMB'000

ARBTR

3,605
3,887
3,630

11,122

Liability
component
of
convertible
bonds

R ES
MaERs
RMB'000
ARETR

553,004

553,004

As at 31 December 2019
R2019F12A31H

AREEF B BRRATR A S 2H

Total

Azt
RMB'000
ARBTR

1,878,192
3,887
3,630

1,885,709

Interest Liability

bearing component

bank and Finance of

Note ofher leases  convertible
payables  borowings payables bonds Tofal

ARRITR RMERE ABRES
ARES Hiefem  EARE  WEEHS st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREBTRT AR%TT ARKTR ARBTR

Within one year or repayable —FRASEEKER

on demand 30,457 1,025,111 3,174 636,524 1,695,266
After one year but less than two years  —%F LA HIERE A - - 812 - 812
Affer two years but less than five years & LA HIEREA - - 2,549 - 2,549
30,457 1,025,111 6,535 636,524 1,698,627




Extension of term of convertible bonds

Reference is made to the convertible bonds in the aggregate principal
amount of HK$600,000,000 issued to China Huarong International
Holdings Limited ("Huarong”) and Prosper Rich Investments Limited
("Prosper Rich”) by the Company on 11 August 2017 [the "August
2017 CBs"). The August 2017 CBs issued on 11 August 2017 have
matured on 11 August 2019 and a repayment of principal amount of
HK$10,000,000 has been made to Huarong on 12 September
2019. The amendment and extension of term of convertible bonds
issued to Huarong and Prosper Rich were completed on 7 May 2020.
Following the completion, the maturity date of convertible bonds issued
to Huarong and Prosper Rich have been extended to 11 August 2020.
On 9 July 2020, the Company entered into a nonegally binding letter
of infent with Huarong pursuant to which the parties are in the process
of discussing a possible extension of the maturity date of such
convertible bonds. As of the date of this report, the discussion with
Huarong of a potential extension is sfill ongoing. Please refer to the
announcements of the Company dated 22 April 2020, 27 April
2020, 7 May 2020 and 9 July 2020 for further details.

Liquidity and financial resources

As af 31 December 2020, the Group's cash and cash equivalents
[excluding pledged deposits of RMB525.9 million) amounted to
RMBA47.3 million (as at 31 December 2019: RMB64.7 million).

The Group's inventories decreased by RMB247.0 million to
RMB316.8 million (as at 31 December 2019: RMB563.8 million).
During the year ended 31 December 2020, the overall inventory
turnover days of 9.7 days remained consistent compared to 7.7 days

for the year ended 31 December 2019.

Trade and bills receivables increased by RMBQ40.7 million to
RMB2,129.7 million as at 31 December 2020 (as at 31 December
2019: RMB1,189.0 million). Trade and bills receivables turnover days
in 2020 of 36.3 days increased compared to 15.7 days in 2019.
The increase in trade and bills receivables turnover days is mainly due

to the tight liquidity situation of customers as a result of the effect of
COVID-19.
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Trade and bills payables increased by RMB508.7 million to
RMB1,068.6 million as at 31 December 2020 (as at 31 December
2019: RMB559.9 million), the payable turnover days were 17.9
days, compared to 8.3 days in 2019. Payable turnover days for the
year increased as compared with last year. Furthermore, we endeavor
fo keep our frade and bills payables tumover days relatively low mainly
because our prompt payment pattern enhances our suppliers’
willingness to supply raw materials fo us and therefore helps us secure
raw materials.

The Group's tofal inferestbearing borrowings increased by RMB187.1
million to RMB1,885.7 million as at 31 December 2020 (as at 31
December 2019: RMB1,698.6 million). The overall increase was
mainly due to the increase in bank loans from RMB1,025.1 million as
at 31 December 2019 to RMB1,232.1 million as at 31 December
2020.

Bank loans and other borrowings included three entrusted loans
totalling approximately RMB300.0 million from Mianyang Science
Technology City Development Investment (Group) Co., Lid. ("Kefa").
Pursuant to the entrusted loan agreement signed among Mianyang
Tongxin Copper Co., ld. ("Tongxin”), a wholly owned subsidiary of
the Company, Kefa and the entrusted bank, the entrusted loans expired
on 27 August 2016, 23 September 2016 and 18 November 2016
respectively. Kefa, the enfrusted bank and Tongxin have agreed that,
the entrusted loan would not be repayable until further agreed
otherwise. On 16 July 2020, the Company entered into a nonlegally
binding framework agreement with Kefa, a state-owned enterprise in
the PRC. Under the framework agreement, it is infended, among others,
that Kefa will subscribe for shares of the Company for a consideration
of more than RMB300 million. The infended uses of the proceeds from
Kefa will include, but not be limited fo, the repayment of entrusted loans
amounting to approximately RMB299 million as at 31 December
2020 owed by the Group to Kefa. As of the date of this report, the
discussion with Kefa of the potential subscription for shares is still
ongoing.
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The following table sets forth certain financial ratios of our Group as of
the dates indicated:

TREIRFATARAREENE THBL
K

Current rafio MEEL
Quick ratio REPLL =
Debit to equity ratio” EIERES R
Net debt to equity rafio* SREIERE S L R
* Total inferestbearing debts/Total equity
# (Total interestbearing debts less cash and cash equivalents]/Total equity

The current ratio and quick ratio as at 31 December 2020 were
consistent with those as at 31 December 2019.

The increase in debt fo equity ratio and net debt fo equity ratio as at
31 December 2020 compared with those as af 31 December 2019
was mainly because of (i) the increase in interestbearing borrowings
amounted to RMB187.1 million; and [ii) the net loss for the year ended
31 December 2020.

Charge on assets

The following table sets forth the net book value of assefs under pledge
for certain banking facilities, bills payable facilities, proceeds from
factorer, lease liabilities and outstanding futures contracts as at the
dates indicated:

As at 31 December
R12A31H
2020 2019
2020 & 2019 4F
1.2 1.3
1.1 1.1
126.7% Q3.8%
123.5% Q0.3%
* wEt BERS g
# (Bt EBRES MRS SEHERB), EiEx
MR2020F12A31H "B EREERIHLL

KE20194 1231 B—F -

20205128310 BHEERE L X MF
BEIEESLL EMBE2019F 12431 BA M
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187,100,0007T : K (i) & = 2020512 A
31 HIEFEHIFFER -

BEEF
TREIINFREADHETRIME 8
NEERE  REREANFGHE - ARE
B ERATRNBEAOERERNEER
HEE -

As at 31 December

Property, plant and equipment Mm% - BB MR
Rightof-use assets EREEE

Inventories s

Trade receivables B 5 kIR

Deposits with guarantee companies RERDBHTFR
Deposits with banks RIRTTHF K

Deposits with lessors of finance leases REERERRAHFR
Deposits with other companies A E AR B TF R

R128318
2020 2019
2020 % 20194
RMB’000 RMB'000
ILESH  AR%ETT
332,548 424,508
91,499 91,429
164,951 163,566
593,183 332,023
1,575 1,575
494,420 12,900
16 -
29,891 28,507
I0EIEEN 1,054,508




Commodity risk

The major raw materials used in the production of our recycled copper
products are scrap copper. We are exposed fo fluctuations in the
prices of raw materials, finished goods which are influenced by global
as well as regional supply and demand conditions. Fluctuations in the
copper prices could adversely affect our financial performance. The
Group entered copper futures confracts fo mitigate part of ifs exposure
against price fluctuations of copper. The market value of futures
confracts are based on the quoted market price as at the date of
consolidated statement of financial position. The Group did not have
outstanding copper futures contracts as at 31 December 2020 (as af
31 December 2019: Nil). Net loss of RMB288,000 was recognized
for the year ended 31 December 2020 (2019: RMBS2,000).

Foreign currency risk

The functional currency of a majority of the entities within our Group is
RMB and most of the transactions are settled in RMB. However, we are
exposed fo currency risk primarily related to the cash and cash
equivalents, the convertible bonds and contingent consideration
liabilities, all of which are mainly denominated in HKD. The balance of
cash and cash equivalents as at 31 December 2020 including
HK$1.9 million and USD5,487 (in total equivalent to approximately
RMB1.6 million) were held in banks in Hong Kong.

As at 31 December 2020, the Group's interestbearing bank and other
borrowings and lease liabilities were denominated in RMB but the
convertible bonds were denominated in HKD, with an aggregate
principal amount of HK$590.0 million. During the year ended 31
December 2018, the Group has complefed the acquisitions of certain
farget groups, the considerations are subject to adjustment pursuant fo
earn-out arrangements and will be sefled partly by cash considerations
in HKD and partly by allotment and issue of consideration shares which
are denominated in HKD. The Group did not commit to any financial
instruments fo hedge ifs foreign exchange exposure during the year
ended 31 December 2020. During the year ended 31 December
2020, the Company incurred an exchange difference on translation of
financial statements of entities outside of the PRC equivalent to
RMB43.0 million, part of which was resulted from translating the

convertible bonds and contingent consideration liabilities from HKD to
RMB.

Significant investments held

Except for investments in subsidiaries and associates, the Group did not

hold any significant investment in equity interest in any other companies
during the year ended 31 December 2020.
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EQUITY FUNDS RAISING BY THE ISSUANCE OF NEW
SHARES UNDER SPECIFIC MANDATE

On 20 July 2020, the Company entered into a subscription agreement
(“Subscription Agreement”) with Mianyang Fule Investment Co., Lid
(“Fule”) pursuant to which the Company has conditionally agreed to
issue and Fule has conditionally agreed to subscribe for 618,490,566
subscription shares at the original subscription price of HK$0.53 per
subscription share. On 15 September 2020, shareholders of the
Company has passed ordinary resolutions to approve the subscription
agreement entered and the grant of the specific mandate for allotment
of the subscription shares in accordance fo the terms of the Subscripfion
Agreement.

On 4 January 2021, the Company and Fule have entered into a
supplemental subscription agreement to amend certain terms of the
Subscription Agreement (the Subscription Agreement as amended and
supplemented by the supplemental subscription agreement, the “Revised
Subscription Agreement”), including but not limited to, the adoption of
the revised subscription price HK$0.465 per subscription share,
amending the outstanding loan owed by Group to Fule to be setoff
through the subscription and the revision of the long stop date for
subscription.

In accordance with the terms and conditions of the Revised Subscription
Agreement, a tofal of 618,490,566 new ordinary shares were
successfully allotted and issued to Fule on 18 March 2021 under
specific mandate granted by shareholders in the extraordinary general
meeting of the Company held on 26 February 2021.

The aggregate subscription price for all 618,490,566 subscription
shares [being approximately HK$287,598,113) had been settled by
Fule at completion by way of set off against the loan in the principal
amount of RMB261,452,830 (“loan”) owed by Mianyang Tongxin
Copper Co., lid.* (47 [5 # 2 i % A R 2 7)), a wholly owned
subsidiary of the Group to Fule owed by the Group to Fule.
Accordingly, there will be no proceeds from the Subscription.

The net proceeds from the Loan are infended fo be used, including but
not limited fo, repay certain existing indebtedness of the Group and use
as general working capital of the Group. As of 31 March 2021,
RMB183.0 million had been utilised for repayment of the existing
indebtedness of the Group and RMB64.9 had been utilised for
sefflement of trade payables. For defails of the existing indebfedness,
please refer to the circular of the Company dated 8 February 2021.
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Material acquisitions and disposals of subsidiaries and affiliated
companies

Silver Eminent Group Limited (“Silver Eminent”)

On 15 December 2017, the Company entered into a sale and
purchase agreement with Yuanxin Ventures Limited (“Yuanxin”), pursuant
fo which the Company agreed fo purchase, and Yuanxin agreed to
sell, 100% of the issued share capital in Silver Eminent for an
aggregate maximum consideration of HK$317,647,000, of which
HK$158,823,500 shall be seffled in cash and HK$158,823,500
shall be setiled by way of allotment and issue of consideration shares.
The consideration is subject to adjustment pursuant to the earn-out
arrangement. Assuming the maximum number of consideration shares is
being allotled and issued to Yuanxin, 41,796,000 shares will be
issued under the sale and purchase agreement. Silver Eminent owns
100% equity interests in Mianyang Zhaofeng Copper Co., Lid.
("Zhaofeng”). The transaction has been complefed in March 2018.
Please refer to the announcements of the Company dated 15

December 2017 and 29 December 2017 for further details.

For the year ended 31 December 2018, Silver Eminent and its
subsidiaries made a net loss of RMB 10,169,000 under IFRS, and as
such, no consideration shares were issuable to Yuanxin in 2018 under
the sale and purchase agreement.

For the year ended 31 December 2019, Silver Eminent and its
subsidiaries made a nef profit of RMB13,190,000 under IFRS, and as
such, no consideration shares are issuable to Yuanxin in 2019 under
the sale and purchase agreement.

For the year ended 31 December 2020, Silver Eminent and its
subsidiaries made a net profit of approximately RMB1,442,000 under
IFRS, and as such, no consideration shares are issuable to Yuanxin in
2020 under the sale and purchase agreement.

The number of consideration shares for the third year to be issued, if
any, is calculated on the following mathematic formula under the sale
and purchase agreement:

[A = B) x (C + D x HK$3.8) - [C + E x HK$3.8)/HK$3.8

A = actual net profits of the target for the first, second and third years

B = performance target for the first, second and third years, i.e.
RMB90,000,000

C = cash consideration, i.e. HK$158,823,500

D = the maximum number of consideration shares to be issued for
the first, second and third years, i.e. 41,796,000 shares

E = the number of consideration shares already issued for the first

and second years, i.e. nil
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In addition, Yuanxin will unconditionally waive its rights and release the
obligations of Zhaofeng under the facility of approximately
HK$79,412,000 and accrued interest thereof under the sale and
purchase agreement.

Value Link Developments Limited (“Value Link”)

On 7 February 2018, the Company entered into a sale and purchase
agreement with Sure Victor, pursuant to which the Company agreed fo
purchase, and Sure Victor agreed to sell, 100% of the issued share
capital in Value link for an aggregate maximum consideration of
HK$741,175,000, of which HK$287,647,000 shall be seftled in
cash and HK$453,528,000 shall be seftled by way of allotment and
issue of consideration shares. The consideration is subject to adjustment
pursuant fo an earm-out arrangement. Assuming the maximum number of
consideration shares is being allotted and issued to Sure Victor,
94,485,000 shares will be issued under the sale and purchase
agreement. Value Link owns 100% equity interests in Hubei Rongsheng
Copper Co., lid. ["Rongsheng”). The transaction has been completed
in April 2018. Please refer to the announcement of the Company
dated 7 February 2018 for further defails.

For the year ended 31 December 2018, Value Link and its subsidiaries
made a net profit of RMB41,223,450 under IFRS, and as such,
16,609,419 consideration shares were issued to Sure Victor under the
sale and purchase agreement.

For the year ended 31 December 2019, Value Link and its subsidiaries
made a net profit of RMB20,530,000 under IFRS, and as such, no
additional consideration shares were issued to Sure Victor under the
sale and purchase agreement.

For the year ended 31 December 2020, Value Link and its subsidiaries
made a net profit of approximately RMB24,547,000 under IFRS, and
as such, no additional consideration shares will be issued to Sure Victor
under the sale and purchase agreement.

The number of consideration shares for the third year to be issued, if
any, is calculated on the following mathematic formula under the sale

and purchase agreement:

[A = B) x (C + D x HK$4.8) - [C + E x HK$4.8)/HK$4.8

A = actual net profits of the target for the first, second and third years

B = performance farget for the first, second and third years, i.e.
RMB180,000,000

C = cash consideration, i.e. HK$287,647,000

D = the maximum number of consideration shares to be issued for
the first, second and third years, i.e. 94,485,000 shares

E = the number of consideration shares already issued for the first

and second years, i.e. 16,609,419 shares
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In addition, Sure Victor will unconditionally waive its rights and release
the obligations of Rongsheng under the facility of approximately
HK$12,018,000 and accrued interest thereof under the sale and

purchase agreement.

Sky Harvest Global Limited (“Sky Harvest”)

On 19 October 2018, the Company entered into the sale and
purchase agreement with Advance Splendid Limited (“Advance
Splendid”), pursuant to which the Company agreed to purchase, and
Advance Splendid agreed o sell, 100% of the issued share capital in
the Sky Harvest for an aggregate maximum consideration of
HK$509,164,969, of which HK$180,000,000 shall be settled in
cash and HK$329,164,969 shall be settled by way of allotment and
issue of consideration shares. The consideration is subject to adjustment
pursuant fo an earn-out arrangement. Assuming the maximum number of
consideration shares is being allotted and issued to Advance Splendid,
65,833,000 shares will be issued under the sale and purchase
agreement. Sky Harvest owns 100% equity interests in Chengxin
Copper Copper Co., lid. ["Chengxin”). The transaction has been
complefed in November 2018. Please refer o the announcements of
the Company dated 19 October 2018, 31 October 2018 and 16
November 2018 for further details.

For the year ended 31 December 2019, Sky Harvest and its
subsidiaries made a net profit of RMB5,631,000 under IFRS, and as
such, no consideration shares were issuable to Advance Splendid
under the sale and purchase agreement.

For the year ended 31 December 2020, Sky Harvest and its
subsidiaries made a net loss of approximately RMB596,000 under
IFRS, and as such, no consideration shares are issuable to Advance
Splendid under the sale and purchase agreement.

The number of consideration shares for the second year fo be issued, if
any, is calculated on the following mathematic formula under the sale
and purchase agreement:

[A = B) x (C + D x HK$5.0) - [C x E x HK$5.0)/HK$5.0

A = actual net profits of the target for the first year

B = performance target for the first and second years, i.e.
RMB85,000,000

C = cash consideration, i.e. HK$ 180,000,000

D = the maximum number of consideration shares to be issued for
the first and second years, i.e. 37,305,000 shares

E = the number of consideration shares already issued for the first

and second years, i.e. nil
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Disposal of 25% equity interest in Sichuan Jin Xunhuan E-commerce
Trading Co., Ltd. (“JX E-Commerce”) by exercising the put option
Reference is made to the announcement of the Company dated 25
October 2017, in relation to the equity transfer agreement, pursuant fo
which Fuging Zhongijin Nonferrous Metal Materials Co., ltd. {“Fuging
Zhongijin”, an indirect wholly-owned subsidiary of the Company),
acquired the relevant interest in JX E-commerce from Sichuan Xijiulong
Investment Co., Lid. ("Sichuan Xijiulong”). Under the equity transfer
agreement, Sichuan Xijiulong also granted Fuging Zhongijin the put
option to require Sichuan Xijiulong to purchase back the relevant
interest from Fuging Zhongjin, if JX E-=Commerce fails to complete a
qualified initial public offering ("IPO”) within 3 years of the date of the
completion of the repurchase agreement, at any time after the
expiration of such 3-year period, at the consideration of
RMB125,000,000, which equals to the acquisition consideration of
the relevant interest by Fuging Zhongjin under the equity transfer
agreement. As at & November 2020, on which 3 years have expired
since the completion date, JX E-Commerce did not complefe any
qualified IPO.

On 9 November 2020, the Board announced that the repurchase
agreement was entered into between Fuging Zhongjin and Sichuan
Xijilong, pursuant to which Fuging Zhongijin conditionally agreed to
sell and transfer, and Sichuan Xijiulong conditionally agreed to
purchase the relevant interest at the consideration of
RMB125,000,000 pursuant to the put option. Completion is
conditional upon obtaining the approval of the independent
shareholders to the repurchase agreement and all transactions
contemplated thereunder in compliance with the Listing Rules, and
compliance with other requirements of the Listing Rules applicable fo the
repurchase agreement and all transactions contemplated thereunder.

During the year ended 31 December 2020, save as disclosed above,
the Group did not have any material acquisitions and disposals of
subsidiaries and affiliated companies.

Capital expenditures

For the year ended 31 December 2020, the Group's capital
expenditures payments represent additions to property, plant and
equipment (including construction in progress) and land use rights of
approximately RMB16.9 million (2019: RMB17.7 million). The capital
expenditures were mainly financed from internal resources.
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Capital commitments

As at 31 December 2020, the capital commitments in respect of the
acquisition of property, plant and equipment and lease prepayments
on lands contracted for but not provided in the consolidated financial
statements amounted to RMB28.0 million (as at 31 December 2019:
RMB40.4 million).

Contingent liabilities

Other than the confingent consideration liabilities of three acquisitions

as mentioned above, the Group had no material contingent liabilities
as at 31 December 2020.

Events after the Reporting Period

(@)  On 15 June 2018, the Company, each of the relevant suppliers
and each of the relevant subscribers entered into an annual
procurement agreement, pursuant to which each of the suppliers
agreed fo supply a targeted amount of copper scrap raw
materials fo the Group from 16 June 2018 to 15 June 2019, the
purchase price of which shall be partly satisfied with cash and
partly satisfied with consideration shares. On 4 January 2021,
the Company and the relevant subscribers had entered info the
supplemental subscription agreement.

On 1 March 2021, pursuant to the supplemental annual
procurement agreements, based on the copper scrap raw
materials supplied fo the Group, 33,882,652 consideration
shares were allotted and issued pursuant to the general mandate
granted fo the directors by a resolution of the shareholders passed
at the annual general meeting held on 5 September 2020.

(b)  On 18 March 2021, 618,490,566 ordinary shares were
allotted and issued at HK$0.465 each to Fule pursuant to the
specific mandate granted af the extraordinary general meeting
held on 26 February 2021. The aggregate subscription price for
all 618,490,566 subscription shares amounted to
HK$287,598,113 (equivalent to RMB261,452,830) was
seffled by Fule by way of setoff against the outstanding liabilities
owed by the Group fo the Fule.

Save as disclosed above and disclosed in other sections in this annual
results announcement, there is no material subsequent event undertaken
by the Company or by the Group after 31 December 2020 and up to
the date of this annual results announcement.
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EXECUTIVE DIRECTOR

Mr. Yu Jianqiu (812 #K), age 56, is the founder of the Group and the
Chairman, Chief Executive Officer and an executive director of the
Company. Mr. Yu is primarily responsible for the overall business and
strategy of the Group. He also serves as a director of our certain
subsidiaries. Through his personal interests and holdings in Epoch Keen
Limited ("Epoch Keen”), Mr. Yu is a major shareholder of the Company.
Mr. Yu has over 20 years of experience in corporafe operations and
management in the pefrochemical, automobile and renewable energy
secfors. He was the chairman and principal executive officer of Gushan
Environmental Energy Limited (“Gushan”), a company whose American
depositary shares were listed on the New York Stock Exchange from
December 2007 to October 2012. Mr. Yu also founded a number of
subsidiaries of the Gushan group between 1996 and 2008. Mr. Yu
received his degree of Executive Master of Business Administration
[EMBA) from Hautes Etudes Commerciales de Paris on 13 December,
2010. In 2002, he was elected as a member of the Fuzhou
Committee of the 10th Chinese People’s Political Consultative
Committee and a member of the Santai County Committee of the 11th
Chinese People's Political Consultative Committee. He was appointed
as a director of the Company on 22 February 2013 and redesignated
as an execufive direcfor on 16 August 2013.
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EXECUTIVE DIRECTOR (Continued)

Mr. Kwong Wai Sun, Wilson (B{215), age 55, is an executive director
of the Company. He is in charge of the corporate and strategic
development of the Company. Mr. Kwong is also a director of our
certain subsidiaries, and a director of our associates companies: Deda
Holdings Limited and Hongkong Fujian Investments Limited. Mr. Kwong
was the president of Gushan. He is also an independent non-executive
director of C.banner International Holdings Limited, the principal
business of which is the manufacture and sale of branded fashion
footwear, since 26 August 2011, China Ouffitters Holdings Limited,
the principal business of which is the design, manufacture, marketing
and sale of apparel products and accessories in China with a focus on
menswear, since 8 June 2011, Shunfeng International Clean Energy
Limited, the principal business of which is the manufacture and sale of
solar wafers, solar cells, solar modules and related products as well as
developing and operating solar power plants, since 16 July 2014,
China New Higher Education Group Limited, the principal business of
which is the rendering of education services, since 20 March 2017,
and Koolearn Technology Holding Limited, the principal business of
which is the provision of online afterschool tutoring and test preparation
service in China since 15 March 2019, which are listed on the Stock
Exchange since 23 September 2011, 9 December 2011, 13 July
2011, 19 April 2017 and 28 March 2019, respectively. Mr. Kwong
has over 10 years of experience in corporate finance and equity
capital markets in Asia, having previously worked at o number of
investment banks in Hong Kong. Prior to joining Gushan in 2006, he
was the managing director of investment banking and he held the
position as the head of Hong Kong and China equity capital markets
at CLSA Equity Capital Markets Limited since March 2004. From
2002 to 2003, Mr. Kwong was a director and the head of equity
capital markets for Cazenove Asia Limited, an investment bank. After
graduating from University of Cambridge, Englond with a bachelor of
Arts degree in 1987, he qualified as a chartered accountant in the
United Kingdom in 1990. Mr. Kwong is currently an associate member
of the Institute of Chartered Accountants in England and Wales and the
Hong Kong Institute of Certified Public Accountants. Mr. Kwong was
appointed as an executive director of the Company on 16 August
2013.
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EXECUTIVE DIRECTOR (Continued)

Mr. Huang Weiping (& {& %), age 60, is an executive director of the
Company. Mr. Huang cofounded Xiangbei in 2010 and is currently a
direcfor of our certain subsidiaries in China. Mr. Huang is in charge of the
overall operation, production technology and engineering of the Group.
Mr. Huang has more than 10 years of experience in the PRC metal
material industry. Prior fo the establishment of Xiangbei, Mr. Huang was a
manager at Fujian Lingzhi Environmental Technology Co., lid. (f&&/& &
IRIREHR B R R A]), the principal business of which is the design and
construction of environmental projects, from 2009 to 2011, Fuzhou Kebi
Chemical Materials Co., Limited (& M &L (L T BB R 2 7]), the
principal business of which is the manufacture and sale of synthefic wox,
from 2006 to 2009 and Tricon Chemicals Inc., the principal business of
which is the trade of chemicals and metal materials, from 2001 to 2005.
He is a fellow member of the Investment Casfing Insfitute and an executive
member of China Precision Casting Branch Association of China Foundry
Association | Bl &S & E% SiE D € ). Mr. Huang also serves as an
executive member of the Chinese and Foreign Enfrepreneurs’ Club of
Fujian Province (& & # SN 1 2 K Bt 3 &) and the Association of
Entrepreneurs of Private Companies of Fuzhou City (1M AT FL & (B 2K #
® ). Mr. Huang received his degree of Executive Master of Business
Administration (EMBA] from Hautes Etudes Commerciales de Paris on 6
July 2015. Mr. Huang was appointed as an executive direcfor of the

Company on 16 August 2013.

Ms. Zhu Yufen (%R £35), age 58, is an executive director of the Company.
Ms. Zhu has over 20 years of experience in accounting and financial
management. She is primarily responsible for the financial reporting
and accounting affairs of the Company. Ms. Zhu is also the vice
president in charge of the finance of Jinxin, since July 2009. Prior to
joining Jinxin, she was a vice general manager and the head of
finance department of Mianyang Santai Vise Co., Itd. (43f5 =& %A
$H B PR A7), the principal business of which is the manufacture and
sale of vises, from 1978 to 2009. Ms. Zhu was appointed as an
executive director of the Company on 16 August 2013.
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INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Lee Ting Bun Denny (Z#Z3#), age 53, is an independent non-
executive director of the Company. Mr. lee was appointed on 16
August 2013. Prior fo the appointment, he was an independent non-
executive director of Gushan. From 2002 to 2007, Mr. lee was the
chief financial officer of NetEase, Inc., one of the China's leading
internet and online game service providers listed on the NASDAQ
Clobal Select Market. He currently serves as a non-executive director
on the board of NetEase, Inc. Prior fo joining NetEase, Inc., Mr. lee
worked in the Hong Kong office of KPMG for more than fen years. Mr.
lee currently also serves as independent non-executive directors of the
following four companies (i) New Oriental Education & Technology
Group Inc., the provider of private educational services in China, {ii)
Concord Medical Services Holdings Lid., the principal business of
which is the operation of a network of radiotherapy and diagnostic
imaging centers in China, (iii) NIO Inc. the principal business of which
is design, jointly manufacture, and sell smart and connected premium
electric vehicles, and (iv) Jianpu Technology Inc., the principal business
of which is operation of open platform for discovery and
recommendation of financial products in China, all of which are listed
on the New York Stock Exchange. NetEase, Inc., is also listed on the
Stock Exchange since 11 June 2020. Mr. lee graduated from Hong
Kong Polytechnic University and was awarded the Professional Diploma
in Accounting in November 1990. He is a fellow of the Association of
Chartered Certified Accountants and an associate member of the Hong
Kong Instfitute of Certified Public Accountants.
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INDEPENDENT NON-EXECUTIVE DIRECTOR (Continved)

Mr. Pan Liansheng (FEZRS ), age 56, is an independent non-executive
director of the Company. Mr. Pan has been engaged in nonferrous
mefal and carbon fiber composite materials research for years and
possesses rich knowledge on the nonferrous metal industry. Mr. Pan
also worked for the Third Research Institute of the then Ministry of
Astronautics of the PRC (AP B fin K T 2£ 2055 = #ff 3£ B2 ), which was
involved in the research of aerospace metals and carbon fibre
composite materials, between 1990 and 1993, and his work there
concemed researches relafing fo nonferrous metal and carbon fiber
composite materials. From 1993 to 1994, Mr. Pan was seconded fo
Sanwa Machinery Trading Co., ltd., the principal business of which
was the design and manufacture of electrical machinery. From 1996 to
1998, Mr. Pan was an assisfant professor at Waseda University. From
1998 to 2008, Mr. Pan worked in the research and development
center of Toshiba Ceramics Co., ld. (R ZEEMRA 24 ), and was
once chief researcher of the organization, the principal business of
which is the research and production of high-end electronic ceramic
and silicon semi-conductors. From 2008 to April 2013, Mr. Pan
worked as the general manager at Toshiba Ceramics Co., Lid.
Currently, Mr. Pan is the Chairman of Thinkon Semiconductor
Technology Jinzhou Corporation (88Nt T F 8RN ER A F]), a
company he established since 2013 with principal business in
manufacturing of semiconductor material. Mr. Pan graduated with a
bachelor's degree from Beijing University of Aeronautics and
Astronautics in 1985 where he focused on researches relafing to non-
ferrous mefal and carbon fiber reinforced composite in 1985. He
further obtained his doctorate degree from Waseda University in
1998. Mr. Pan was appointed as an independent non-executive
director of the Company on 16 August 2013.

Ms. Ren Ruxian (f£3%#8), age 45, is an independent non-executive
director of the Company. Ms. Ren has over 20 years working
experience in finance management and financial reporting, including
in 2 infernational audit professional firms and in the internef industry,
during which she acted as the acting chief financial officer of
Changyou.com Limited, a NASDAQ listed company, in 2014. Ms.
Ren was awarded a Master in Economics and Bachelor in Economics
from the Finance School of Renmin University in 2001 and 1998,
respectively. Ms. Ren is currently a member of each of The Chinese
Institute of Certified Public Accountants and The Institute of Certified
Management Accountants. Ms. Ren was appointed as an independent
non-executive director of the Company on 30 November 2015.
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CHANGE IN DIRECTORS’ BIOGRAPHIES

Save as disclosed in the section headed “Directors and Senior
Management”, there was no change to any of the information required
to be disclosed in relation to any director pursuant to paragraphs (a) to
le) and (g) of Rule 13.51(2) of the Listing Rule since the Company's last
published annual report.
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The Board is pleased to present the audited consolidated results of the
Company and the Group for the year ended 31 December 2020.

PRINCIPAL ACTIVITIES

The Group is a manufacturer of recycled copper products, also known
as copper semis, in Southwest China. Beginning in 2013, the Group
started fo sell a range of communication cables and power fransmission
and distribution cables using copper wire and copper rods produced
by the Group as the principal raw material. Beginning in 2015, the
Group also entered info frading activities of electrolytic copper. Further
discussion and analysis of these activities as required by Schedule 5 to
the Hong Kong Companies Ordinance, including a description of the
principal risks and uncertainties facing the Group and an indication of
likely future development in the Group's business, can be found in the
Management Discussion and Analysis section. The discussion forms
part of this directors’ report.

DIRECTORS

During the year and up to the date of this annual report, the directors of
the Company were as follows:
Executive Directors

Mr. Yu Jiangiu (Chairman and
Chief Executive Officer)

Appointed on
22 February 2013 and redesignated

as an executive director on
16 August 2013 and re-elected
on 6 June 2014, 6 June 2016 and
6 June 2019
16 August 2013 and reelected on
6 June 2014, 6 June 2016,
6 June 2018 and 5 September 2020

Mr. Kwong Wai Sun Wilson

16 August 2013 and reelected on
Q June 2015, 6 June 2017 and
6 June 2019

16 August 2013 and reelected on
Q June 2015, 6 June 2017 and
6 June 2019

Mr. Huang Weiping

Ms. Zhu Yufen

Independent Non-executive Directors

16 August 2013 and reelected on
@ June 2015, 6 June 2017
and 5 September 2020
16 August 2013 and reelected on
6 June 2016 and 6 June 2018
30 November 2015 and re-elected on
6 June 2016, 6 June 2018
and 5 September 2020

Mr. Pan Liansheng

M:r. Lee Ting Bun Denny

Ms. Ren Ruxian
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DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors and senior management of the
Group are set out in the section headed “Directors and Senior
Management” in this report of the directors.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the independent non-executive directors has confirmed his/her
independence pursuant fo Rule 3.13 of the Listing Rules. The Company
considers all of the independent non-executive directors to be
independent in accordance with Rule 3.13 of the Listing Rules.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in notes 13, 25, 32 and 42 respectively to the
financial statements and in this annual report, no director or any entity
connected with a director had a material interest, whether directly or
indirectly, in any fransaction, arrangement or contract of significance fo
the business of the Group to which the Company or any of its
subsidiaries was a party during the year.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for reelection at the forthcoming annual
general meeting has a service contract with the Company or any of its
subsidiaries which is not determinable within one year without payment
of compensation other than statufory compensation.

CHANGES IN DIRECTORS AND SENIOR
MANAGEMENT

Save as disclosed in the section headed “Directors and Senior
Management”, there was no change to any of the information required
to be disclosed in relation to any director pursuant to paragraphs (a) to
le) and (g) of Rule 13.51(2) of the Listing Rules since the Company's
last published annual report.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2020, the interests and short positions of the
directors and the chief executive of the Company in the shares,
underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which were (i)
recorded in the regisfer required o be kept under section 352 of the
SFO, or i) otherwise notified to the Company and the Stock Exchange
pursuant fo the Model Code for Securities Transactions by Directors of
Listed Issuers set out in Appendix 10 fo the Listing Rules (the “Model
Code") were as follows:

(1) Long position in the shares of the Company

EERFETHAEBRERFRH
HAECEE R R0 R EBE RO B ER
599

M2020F12A31H ARAIEERTE
THRABRARR MEMEAE(EERE
7 R EERPIE XV ED) RR (D - HEREAR D 3k
BHHEA (|RIBEFE S LB GROIE 352 155
EATHRENECMAE - (i) RIE LR
ISR IOPEBN LM BT AESETE
F R HHIREST R ([REFA ) BRAAR
Bl MR PRI SR FORBIAE

(1) REITRGHER

Approximate
Number of percentage of
Name of Director Capacity/Nature of interest shares held shareholding'"
EEnE B EEME FEROBE BOFREIEEO
Mr. Yu Jiangjiu Beneficial owner 6,204,000 0.24%
AT SR A BERAEAAY
Inferest in a controlled corporation? 532,794,400 20.25%
SEHEEEE
Mr. Huang Weiping Inferest in controlled corporations®! 310,317,000 11.79%
BEFRE HEHhEEERC
Mr. Kwong Wai Sun Wilson Beneficial owner 3,272,600 0.12%
BEELE EnEE A
Notes: MEE

(1) The percentage represents the number of ordinary shares divided by the number
of the Company's issued shares as at 31 December 2020.

(2) The shares were held by Mr. Yu Jiangiu, Chairman and an executive Director of
the Company, together with Epoch Keen Limited, a company wholly-owned by
Mr. Yu Jiangjiu.

(3) The shares were held by First Harvest Global Limited, Gold Wide Enterprises
Limited and Ocean Through Limited. All these companies are wholly-owned by
Mr. Huang Weiping.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continved)

(2) Long Position in the underlying shares of the Company

BEENFETHRAEREAATRE
HEEENR G REERMNES
EXE )

(2) RAEXFTHEEBEROGHTFRE

Approximate
Number of percentage of
Name of Director Capacity/Nature of interest shares held shareholding
ExpE 5% EatE FEROGHEE BMOFKREILLD
Mr. Huang Weiping Beneficial owner 667,000 0.03%
mEFELE BaERAW
Ms. Zhu Yufen Beneficial owner”! 3,334,000 0.13%
KREFLL BEHERAL
Mr. Kwong Wai Sun Wilson Beneficial owner® 5,000,000 0.19%
BEELE BEREBAC
Mr. Pan liansheng Beneficial owner”! 1,000,000 0.04%
BB BHEEBEAV
Mr. Llee Ting Bun Denny Beneficial owner®® 1,000,000 0.04%
FEMEE BEHRERAC
Ms. Ren Ruxian Beneficial owner” 1,000,000 0.04%
izt BERBEAAY

Notes: s

[4)  These equity derivatives were share options granted to Mr. Huang Weiping 4) ZEBRATETIARREBEARRBRBRETS
under the Share Option Scheme of the Company on 2 July 2014. Please see the R2014F7 B2 AR TEEFAE 2 BEKE -
section headed “Share Option Scheme” for further details. FEHEF2M [BREE ) —4 -

[5)  These equity derivatives were share options granted to Ms. Zhu Yufen under the (5] REBRATETARBEARFEKETE
Share Option Scheme of the Company on 2 July 2014. Please see the section 201457 A2BRTRES L L 2 BIRFE -
headed “Share Option Scheme” for further details. BEZHEF2H [EREE] —4 -

[6)  These equity derivatives were share options granted to Mr. Kwong Wai Sun (6) ZEBRAITETARREAR RN F BB E
Wilson under the Share Option Scheme of the Company on 7 May 2015. R2015%5 87 RETRMEELAE 2 IEAE -
Please see the section headed “Share Option Scheme” for further details. BEHEFLH [ BREE] —f -

[7)  These equity derivatives were share opfions granted fo Mr. Pan Liansheng under 7)) ZEBRATETIARREBEARDBBRETS
the Share Option Scheme of the Company on 7 May 2015. Please see the R2015F 5 B7 AR & B4 2 BBAHE -
section headed “Share Option Scheme” for further details. FEHEF2H [BREE ) —4 -

[8)  These equity derivatives were share options granted to Mr. Lee Ting Bun Denny 8  REBRATETARBIEARFBEKESE
under the Share Option Scheme of the Company on 7 May 2015. Please see 201585 A7 B T FEM e 4 2 FEIRAE -
the section headed “Share Option Scheme” for further details. BEZHIEF2HN [EREE] —4 -

[9)  These equity derivatives were share options granted to Ms. Ren Ruxian under the Q)  ZERANTETAERBRBEANDRERETS

Share Option Scheme of the Company on 31 May 2016. Please see the section
headed "Share Option Scheme” for further details.

R2016F5 A3 HEFELXBL L ZBE
- BEEFEHE2MH [ BRETE) -



DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, no rights to acquire
benefits by means of the acquisition of shares in or debentures of the
Company were granted to any director or their respective spouse or
children under 18 years of age, nor were any such rights exercised by
them, nor was the Company or any of its subsidiaries a party o any
arrangement fo enable the directors, or their respective spouse or
children under 18 years of age, to acquire such rights in any other
body corporate during the year ended 31 December 2020.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2020, the following persons (not being a director
or chief executive of the Company) had 5% or more inferests or short
positions in the shares or underlying shares of the Company as
recorded in the register required to be kept by the Company pursuant
fo section 336 of the SFO:

(1) Long positions in the ordinary shares of the Company:

Capacity in which
interests are held

BUARRRERNSH

ESREROIESFAER

BRAFHRAEMAEOWEEIN REE
2020512 A3V ALLFE - BHER T EM
EXSARERBZRBARMISHENTFL
BBBARRRRD HEFHTT AR
RN RETEEMZSEN  FEAR
REEEEMMHBARMELR RN ESRK
BEEB 2B ARMI8EA T LREM
HiE NERERFZ SR -

FERRRA QARG KAABEKRS
MmN AR

20205128318 » BARAIRIBE
K EEHIE 330 AT IFEN B LMATR
B LTAL(EFARBEFTRERITI
AB)RAR R AR B 5% 3k
A BRSSOk R

(1) F2FEERNEER :

Quaestus Capital Pre Ltd

Beneficial interests

Quaestus Capital Pe Lid BEnks

Kwek Steven Poh Song Inferests in a controlled
corporation

Kwek Steven Poh Song Rzt EEER

Hammer Capital Private Investments Limited Beneficial inferests

Hammer Capital Private Investments Limited BifEs

Tsang ling Kay Rodney Inferests in a controlled
corporation

ZoH R EE#R

Cheung Siu Fai Inferests in a confrolled
corporation

ROWE Rt R R

Number of Percentage of
shares held shareholding"
FERE FREALM
280,312,902 10.65%
280,312,902 10.65%
153,828,000 5.85%
153,828,000 5.85%
153,828,000 5.85%




SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (Continved)

(1)

(2)

Long positions in the ordinary shares of the Company:
(Continued)

Notes:

(1

(2)

(3)

(4)

(5)

The percentage represents the number of ordinary shares divided by the number
of the Company's issued shares as at 31 December 2020.

These interests represented Quaestus Capital Pid Lid's beneficial interests in
280,312,902 Shares. The interests were disclosed based on the disclosure of
interest filing made by Quaestus Capital Pid Lid on 3 April 2020.

Quaestus Capital Pte Lid is 80% controlled by Kwek Steven Poh Song. Kwek
Steven Poh Song was deemed fo be interested in such Shares under SFO. The
inferests were disclosed based on the disclosure of interest filing made by Kwek

Steven Poh Song on 3 April 2020.

These interests represented Hammer Capital Private Investments Limited's
beneficial interests in 153,828,000 Shares. The interests were disclosed based
on the disclosure of interest filing made be Hammer Capital Private Investments

Limited on 18 June 2020.

Each of Tsang ling Kay Rodney and Cheung Siu Fai controls 50% of Hammer
Capital Investments Limited. Tsang ling Kay Rodney and Cheung Siu Fai were

deemed to be interested in such Shares under SFO.

Long positions in the underlying shares of the Company:

Mianyang Science Technology City 6

RERMBMERRE (RE)ARAT

China Huarong Asset Management 7 Interests in a confrolled
Co., ld corporation
PEHEREEEERNERAA RS AEER

Capacity in which

interests are held

EURBRENSH

Development Investment (Group] Co., Lid.

FERRAARD TR G R AEEER G
HEZRARE &)

(1)

(2)

Persons having a security
inferests in shares

HENERFRS AL

ERBREBRNGER : (&)

GEX

(1) BEBSREKEBREERAKRRFN20209F
12A31 REHTRMN ZEA -

20 #Z % # ;= R R Quoestus Capital Pte Lid 7
280,312,002 ety P E s - BRI
@ FE R R I Quaestus Capital Pid Lid 7 2020
FAR3ERZHEREMKE

(3) Quaestus Capital Pte Lid B3 Kwek Steven Poh
Song ¥ (& 80% » R IECE F R & &0 ) -
Kwek Steven Poh Song #1% A#EA i% A 1H 1)
W o BRI 2 RIE Kwek Steven Poh Song
M 2020 4 A3 AR MERBEMBKE -

(4) #Z %5 # #@ f FHammer Capital Private
Investments Limited 7 153,828,000 % % 5
B E 2 o B B s BT R R IR Hammer
Capital Private Investments Limited 7 2020 6 6
A8 BRI R MK

(5)  BLHRERDESR A SIHammer Capital
Investments Limited 50% B % 1 o 1R IBCEE FH &
HEGD)  BSERRDEWRAEGZS

Bt m s o
RAEAARMEBRGHEFR
Number of Percentage of
shares held shareholding"
BRERE BERESHLN
310,317,000 11.79%
499.316,077 18.97%




SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (Continved)

(2) Long positions in the underlying shares of the Company:
[Continued)

Notes:

(6) On 15 August 2014, Ocean Through Limited, First Harvest Global Limited and
Gold Wide Enterprises Limited, shareholders of the Company, has each entered
info share charges in respect of their respective shareholding of 39,401,600,
167,952,400 and 102,963,000 Shares of the Company in favour of
Mianyang Science Technology City Development Investment (Group) Co., ltd. as
the secured party.

(7) These interests represented (i) Huarong's beneficial inferests in 90,881,295
Shares; [ii] derivative interests in 130,434,782 underlying Shares derived from
the Huarong CB 2017; and [iii) derivative interests in 278,000,000 underlying
Shares derived from the share charges entered info between Epoch Keen Limited

and Huarong.

Pursuant fo Huarong CB 2017, assuming full conversion of the convertible bonds
at an initial conversion price of HK$2.99 per share, the convertible bonds will
be convertible into approximately 130,434,782 new shares (subject fo

adjustment).

Epoch Keen Limited enfered into a share charge and a confirmatory share charge
with Huarong on 8 August 2017 and 22 April 2020, respectively, pursuant fo
which Epoch Keen Llimited charged 278,000,000 shares in favour of the
Huarong as security for the payment and discharge of obligations owing from the
Company fo the Investor pursuant to, amongst others, the Investor Subscription

Agreement and the convertible bonds.

These Shares are held by China Huarong Asset Management Co., Lid. through
Huarong Real Estate Co., lid., Huarong Zhiyuan Investment & Management Co.,
lid. and China Huarong International Holdings Limited, based on the disclosure
of interest filing made be China Huarong Asset Management Co., lid. on 28
December 2018.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at 31 December 2020, none of the directors or their respective
associates had any business or inferests in businesses which compete
or are likely to compete, either directly or indirectly, with the businesses
of the Group.
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HUMAN RESOURCES

As at 31 December 2020, the Group had a total of 729 employees
(2019: 847). The Group's sfaff costs for the year ended 31 December
2020 were approximately RMB44.2 million {2019: RMB52.7 million).
The Group offers its staff competitive remuneration packages. In
addition, discrefionary bonuses and share options may also be granted
fo eligible staff based on individual and Group's performance. The
Group is committed to nurturing a leaming and sharing culture in the
organization. Heavy emphasis is placed on the training and
development of individual staff and team building, as the Group's
success is dependent on the contribution of all functional divisions
comprising skilled and motivated professionals. The Group is also
committed to social responsibility as demonstrated by employing
disabled staff and providing appropriate working conditions and
profection to them.

DIVIDENDS

The Board does not recommend the payment of final dividend for the
year ended 31 December 2020 (2019: Nil).

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the arficles of
association of the Company (the “Arficles of Association”), or the laws
of the Cayman Islands, which would oblige the Company to offer new
shares on a proTata basis to existing shareholders.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2020 are
sef out in the consolidated statement of profit or loss and other
comprehensive income on pages 94 and 95 respectively of this annual
report.

PROPERTY, PLANT AND EQUIPMENT

Details of the property, plant and equipment of the Group are set out in
note 17 to the financial statements.

SHARE CAPITAL

Movements of the share capital of the Company are set out in note 37
fo the financial statements.
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BANK LOANS

Interest-bearing bank and other borrowings of the Group as at 31
December 2020 are set out in note 32 to the financial statements.

DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS

The directors’ emoluments are determined by the Board with reference
fo their duties, responsibilities and performance and the results of the
Group. Defails of the directors’ emoluments and the five highest paid
individuals are set out in notes 13 to the financial statements
respectively.

EMOLUMENT POLICY

A remuneration committee was set up fo develop the Group's
emolument policy and sfructure for remuneration of the directors and
senior management of the Group, having regard to the Group's
operating results, individual performance of the directors and senior
management and comparable market practices.

PENSION SCHEMES

Pursuant to the relevant labour rules and regulations in the PRC, the
Group's subsidiaries in the PRC participate in defined confribution
retirement benefit schemes (the “PRC Schemes”) organized by the local
authorities whereby the subsidiaries are required to make confributions
fo the PRC Schemes based on a percentage of the eligible employees’
salaries. Contributions to the PRC Schemes vest immediately. Under the
PRC Scheme, refirement benefits of existing and refired employees are
payable by the relevant scheme administrators and the Group has no
further obligations beyond the annual contributions.

The Group enrolled all employees in Hong Kong in the Mandatory
Provident Fund Scheme ("MPF”) (together with the PRC Schemes, the
“Retirement Benefit Schemes”), which is a defined contribution
retirement benefit scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are charged tfo the
consolidated income statement as they become payable in accordance
with the rules of the MPF. The Group confributes 5% of the relevant
payroll costs to the MPF subject to a cap of monthly relevant income of
HK$30,000, and which contribution is matched by the employees.
The assets of the MPF are held separately from those of the Group, in
funds under the control of trustees. Contributions from the employer are
100% vested in the employees as soon as they are paid to the MPF
and subject fo cerfain conditions being met, and all benefits derived
from the mandatory contributions must be preserved until the employee
either reaches the normal retirement age of 65 or meefs cerfain
specified conditions whichever is earlier.
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PENSION SCHEMES (Confinued)

The Group's contributions to Retirement Benefit Schemes charged fo the
consolidated income statement for the year ended 31 December 2020
were RMB2,960,000 (2019: RMBO6, 119,000].

MANAGEMENT CONTRACTS

No contract for the management and administration of the whole or
any substantial part of the business of the Company was entered info
or existed during the year.

RESERVES AND DISTRIBUTABLE RESERVES

Defails of movements in the reserves of the Company and the Group
during the year ended 31 December 2020 are set out in note 44 to
the financial statements and the consolidated statement of changes in
equity respectively.

As at 31 December 2020, the Company's distributable reserves
available for distribution amounted to RMB759,868,000, calculated
in accordance with the provisions of the Companies law (2012
Revision| of the Cayman Islands.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year affributable fo the
Group's major suppliers and customers are as follows:

Purchases
—  the largest supplier: 8% of cost of sales
—  five largest suppliers combined: 30% of cost of sales

Sales
—  the largest customer: 20% of revenue
—  five largest customers combined: 52% of revenue
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MAJOR CUSTOMERS AND SUPPLIERS (Continved)

The scrap copper that we process comes from a variety of sources,
including used household appliances, electrical equipment and
transportation equipment, used cables and wires and scrap materials
from certain industrial manufacturing processes. VWe purchase our scrap
copper mainly from domestic suppliers located near our production
facilities and elsewhere in other provinces of the PRC. We conduct
rigorous quality control tests at different stages of our production
processes, including rigorous quality fests of our raw materials. Before
entering into a business relationship with a new supplier, we conducted
due diligence on the supplier’s background and reputation in the
market fo assess ifs suitability. In addition, we physically inspect each
delivery of raw materials to ensure its compliance with contract
specifications, including purity and copper confent.

Maintaining strong relationships with our customers is important to us
and we believe that our customers’ willingness to work with us reflects,
among others, our record of producing high quality products that meet
industry standards and customer requirements.

None of the Direcfors of the Company or any of their associates or any
shareholders (which to the best knowledge of the Direcfors, own more
than 5% of the Company's issued share capital) has any interest in the
Group's five largest customers and five largest suppliers.

CONTINUING CONNECTED TRANSACTIONS

The continuing connected transactions during the year ended 31
December 2020 were as follows:

Delivery cost charged by Mianyang Jin Xunhuan
Finance Storage Limited ("MJXFSL"), a company
wholly owned by Sichuan Jin Xunhuan E-commerce

trading Co. lid. ("JX E-commerce”) RMB10,398,000

On 1 May 2018, the Company and MJXFSL entered into Delivery
Services Agreement, pursuant to which MJXFSL agreed to provide fo the
Group delivery services for a period of 20 months commencing from 1
May 2018. On 30 December 2019, the Company and MJXFL
entered into a new Delivery Service Agreement, pursuant to which
MIXFL agreed to provide to the Group delivery services for a period of
2 years from 1 January 2020 to 31 December 2021.
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CONTINUING CONNECTED TRANSACTIONS (Continved)

As at the date of the Delivery Services Agreement and the new Delivery
Services Agreement, MJXFSL was indirectly controlled by Ms. Yu
Yanyan and Ms. Yu Jigjia, daughters of Mr. Yu Jiangiu, the chairman
and executive director of the Company. MJXFSL was therefore a
connected person of the Company. Accordingly, the entering info of
the Delivery Services Agreement and the transactions contemplated
under the Delivery Services Agreement constituted a continuing
connected fransaction for the Company under Chapter 14A of the
Listing Rules.

For the purpose of complying with Chapter 14A of the Listing Rules, the
Company has estimated that the aggregate fees payable by the
Company to MJXFSL for the delivery services during the term of the
Delivery Services Agreement and the new Delivery Services Agreement
shall not exceed RMB48.5 million (the “Annual Cap”) (RMB20 million
for the period from 1 May 2018 to 31 December 2018 and
RMB28.5 million for the period from 1 January 2019 to 31 December
2019). RMB 25 million for the period from 1 January 2020 to 31
December 2020 and RMB 35 million for the period from 1 January
2020 to 31 December 2021.

Given the terms of the Delivery Service Agreement and the new
Delivery Services Agreement were negotiated on an arm’s length basis
and gone through public tendering, the Directors (including the
independent non-executive Directors) are of the view that the ferms of
the Delivery Services Agreement, including the Annual Cap, are on
normal commercial terms, in the ordinary and usual course of business
of the Company and are fair and reasonable and in the inferests of the
Company and the Shareholders as a whole.

The Company's external auditor was engaged fo report on the Group's
continuing connected fransaction. For the purpose of Rule 14A.56 of
the Listing Rules, the auditor of the Company has provided a lefter to
the Board confirming that nothing has come to their attention to cause
them to believe that the confinuing connected transaction:

(i) has not been approved by the Board;

(i) was not entered into, in all material respects, in accordance with
the Delivery Services Agreement; and

(i) has exceeded the Annual Cap.

A copy of the auditor's lefter has been provided by the Company to the
Stock Exchange.
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CONTINUING CONNECTED TRANSACTIONS (Continved)

Except the above and disclosed elsewhere in the annual report, there
were no confinuing connected fransactions during the year ended 31
December 2020.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Share Option
Scheme”) to provide incentive and/or reward fo eligible persons for
their confribution to, and continuing efforts to promote the interests of,
our Company. The Share Option Scheme was conditionally approved
by a written resolution of the then shareholders of the Company on 28
January 2014 and came info effect upon the Company's listing on 21
February 2014.

Purpose

The purpose of the Share Option Scheme s to provide incentive and/
or reward fo eligible persons for their contribution fo, and continuing
efforts to promote the interests of, our Company.

Who may join

The Board may, at its absolute discretion, offer options (“Options”) fo
subscribe for such number of Shares in accordance with the terms set
out in the Share Option Scheme to any director or employee of the
Group and any other person (including a consultant or advisor) who in
the sole discretion of the Board has contributed or will contribute to the
Group ("Eligible Persons”).

Further details of the Share Option Scheme

The maximum number of shares which may be issued upon exercise of
all options fo be granted under the Share Option Scheme and any
other schemes of our Group shall not in aggregate exceed 10% of the
shares in issue as at the listing Date (i.e. 209,832,160 shares) (the
"Scheme Mandate Limit"). Our Company may at any time as the Board
may think fit seek approval from our shareholders to refresh the Scheme
Mandate Limit, save that the maximum number of shares which may be
issued upon exercise of all options to be granted under the Share
Option Scheme and any other schemes of our Company shall not
exceed 10% of the shares in issue as atf the date of approval by
shareholders in general meeting where the Scheme Mandate Limit is
refreshed.
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SHARE OPTION SCHEME (Confinved)

Further details of the Share Option Scheme (Continued)

Our Company may seek separate approval from our shareholders in
general meeting for granting Options beyond the Scheme Mandate
Limit, provided that the Options in excess of the Scheme Mandate Limit
are granted only to the Eligible Person specified by our Company
before such approval is obfained. The maximum number of shares
which may be issued upon exercise of all outstanding options granted
and yet to be exercised under the Share Option Scheme and any other
options granted and vyef to be exercised under any other scheme shall
not exceed 30% of our Company's issued share capifal from fime to
time. No options may be granted under the Share Option Scheme and
any other share option scheme of our Company if this will result in such
limit being exceeded.

The Scheme Mandate Limit was refreshed by a resolution passed af the
annual general meetfing held on @ June 2015. The number of further
options that can be granted by the Company was refreshed to
210,514,560 share options.

The fofal number of shares available for issue under the Share Option
Scheme of the Company was 214,429,386 shares, which was
approximately 8.15% of the issued share capital as at 31 December
2020.

No Option may be granted to any one person such that the tofal
number of shares issued and to be issued upon exercise of Options
granted and fo be granted fo that person in any 12-month period up fo
the date of the latest grant exceeds 1% of our Company's issued share
capital from time to fime.

Subject fo the terms of the Share Option Scheme, the Board shall be
entitled at any time within 10 years after the date of adoption of the
Share Option Scheme to offer the grant of an Option to any Eligible
Person as the Board may in ifs absolute discretion select to subscribe at
the subscription price for such number of shares as the Board may
(subject fo the terms of the Share Option Scheme| defermine (provided
the same shall be a board lot for dealing in the shares on the Stock
Exchange or an integral multiple thereof).
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SHARE OPTION SCHEME (Confinved)

Further details of the Share Option Scheme (Continued)

Subject to the terms of the Scheme, the Board may in its absolute
discrefion when offering the grant of an Option specify such conditions,
restrictions or limitations in relation thereto in addition to those set forth
in the Share Option Scheme as the Board may think fit when making
an offer to an Eligible Person (including, without limitation, as fo any
performance criteria which must be safisfied by the Eligible Person
and/or the Company and/or its subsidiaries, and any minimum period
for which an Option must be held, before an Option may be exercised,
if any), provided that such conditions shall not be inconsistent with any
other ferms or conditions of the Share Option Scheme.

An Option shall be deemed to have been granted and accepted by
the Eligible Person and to have taken effect when the duplicate offer
lefter comprising acceptance of the offer of the Option duly signed by
the grantee together with a remittance in favor of our Company of
HK$1.00 by way of consideration for the grant thereof is received by
our Company on or before 30 days after the offer date. To the exfent
that an offer is not accepted within the time sfated in the offer for that
purpose, it shall be deemed to have been irevocably declined and
shall immediately lapse.

The subscription price in respect of any particular Option shall be such
price as the Board may in its absolute discrefion determine at the time
of grant of the relevant Option (and shall be stated in the letter
confaining the offer of the grant of the Option) but the subscription price
shall be ot least the highest of:

(a) the closing price of a share as sfated in the Stock Exchange's
daily quotations sheet on the offer dafe, which must be a business
day;

(b)  the average closing price of a share as stated in the Stock
Exchange's daily quotation sheets for the five business days
immediately preceding the offer date; and

(c]  the nominal value of a share.

An Option shall be exercised in whole or in part within the option
period which is the period to be defermined and notified by the Board
to the grantee during which period the Option may be exercised and
in any event shall not exceed ten years commencing from the date on
which the offer in relation to such Option is accepted.
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SHARE OPTION SCHEME (Continued)

Further details of the Share Option Scheme (Continued)

The Share Option Scheme shall be valid and effective for a period of
10 years from the date of adoption of the Share Option Scheme [i.e.
28 January 2014, after which no further options will be granted or
offered but the provisions of the Share Option Scheme shall remain in
full force and effect to the extent necessary to give effect to the exercise
of any subsisting Options granted prior to the expiry of the 10-year
period or otherwise as may be required in accordance with the
provisions of the Share Option Scheme.

Movements of the Share Option Scheme during the year ended 31
December 2020 are as follows:
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Price of share of
the Company
ARARGBER
Number Number of
of shares shares at the at the
options Lapsed/ options Exercise grant exercise
held ot Granted  Exercised  cancelled  held at 31 price date dae
1 January during during during  December  Exercise period of share of share of share
Date of grant 2020 2020 2020 2020 2020 of share opfions opfions opfions options
®20205F 120205
1R18 12A318
BhEz  RO0F  R2020%F R020F BEZ BhE RERE  RBRE
BREHE Rit fff  X%/58 BREZE BREGCHED ke RHEH  TRAM
HK$ HK$
o o
Directors
3
Mr. Kwong Wai Sun Wilson 7 May 2015 5,000,000 - - - 5000000 7 May 2015 to 6 May 2025 1.68 1.68 -
BEREE 0155478 WVISESA78E
2025%5R68
Mr. Huang Wi Ping 2July 2014 667,000 - - - 667,000 2July 201410 T July 2024 113 1.07 -
B 201457828 2014578282
2024%7R1R
Ms. Zhu Yufen 2 July 2014 3,334,000 - - - 3334000  2July 201410 1 July 2024 1.13 1.07 -
RERRL 201457 A28 01457282
2024%7R18
Mr. Pan Liansheng 7 May 2015 1,000,000 - - - 1,000000 7 Moy 2015 o6 Moy 2025 1.68 1.68 -
BEBLE 201565R78 01565702
20255 5R6R
Mr. Lee Ting Bun Denny 7 May 2015 1,000,000 - - - 1,000000 7 May 2015106 May 2025 1.68 1.68 -
FERAE 201555R78 015558782
2025%5R68
Ms. Ren Ruxian 31 Moy 2016 1,000,000 - - - 1,000,000 31 May 2016 to 30 May 2026 3.66 3.05 -
e ' 2016554318 20165583102

2026554308



SHARE OPTION SCHEME (Continved)

Further details of the Share Option Scheme (Continued)

Category

Eligible persons other
than directors

EB2MNAERAL

Eligible persons other
hon direcors

EEMNARRAL

Eligible persons other
than direciors

EEMNARRAL

Eligible persons other
than direciors

EEMNARRAL

Eligible persons other
than direciors

EEMARRAL

Tofol
3t

Date of grant

2July 2014
201457828

7 May 2015
01585478
31 Moy 2016
016554318
12 December 2017

2017%12A128

Number

of shares
options
held ot

1 January
2020
R2020F
1A1H
BEZ
BREHA

7,927,000

80,870,000

30,590,000

2,104,008

133,492,098

Granted
during
2020

12020
R

Exercised
during
2020

12020
I

Lopsed/
cancelled
during
2020

12020

(501,000]

(2,110,000]

2,750,000]

(1,295,764]

6,656,764]

BIRESTE ()

BRESHECESHEE)

Number of
shares
options
held ot 31
December
2020
#2020
12R31H
BEZ
BRE%E

7,426,000

78,760,000

27,840,000

808,334

126,835,334

Exercise period
of share options

TR

2July 2014 10 1 July 2024

01457 2AF
200457818
7 Moy 2015 to 6 May 2025

01555/7RE
20255868
31 May 2016 10 30 May 2026

20165583102
2026558308
12 December 2017 to
11 December 2022
2017F12R128%
2022% 128118

Exercise

price
of share
options

BRE
i
HKS
i

3.66

370

Price of share of
the Company
FAERGER

atthe
grant
date

of share
options

RHEAH
HKS
B

1.07

1.68

3.05

370

at the
exercise
date

of share
options

RERE
fiEE%




SHARE OPTION SCHEME (Continued)

Further details of the Share Option Scheme (Continued)

The key terms and conditions related to the grants under the Share
Option Scheme are as follows; all options are to be seffled by the
physical delivery of shares.

BIRESTE ()
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BRI B LB TR G
REMGHT - EBERESERERMN
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Number of
instruments Contractual life
Grant date in thousands  Vesting conditions of Options
R A # TAHE (T4#) BEF4G BRESHEN
Options granted to directors
RyEsnBRE
— On 2 July 2014 24,000  One third on the first anniversary, one third on the 10 years
—R2014%7 A 2H second anniversary, and the remaining on the 105
third anniversary of the grant respectively
=R REHNME—BSF
=R REZRFREBRNE=BF
— On7 May 2015 8,000  Same as above 10 years
—R2015%5R7H Eills 105
— On 31 May 2016 1,000 Same as above 10 years
—R2016F5H31H Eills 106
Options granted to employees
RTEENBRE
— On2July 2014 89,000  Same as above 10 years
— R2014%7 R 2H Eills 105
— On7 May 2015 94,360  Same as above 10 years
—R2015%5R7H Eills 105
— On 31 May 2016 26,930 Same as above 10 years
— R2016%5A31H Eills 105



SHARE OPTION SCHEME (Continued)

B ESTE (e

Further details of the Share Option Scheme (Continued) BRESEZESHBE(E)

Grant date
R A

Options granted to certain
eligible participants

RYETREKSHEE
HikE

— On 23 July 2015
— R2015%7H23H

— On 31 May 2016
—R2016F5H31H

— On 12 December 2017
—RW2017%12A12H

Total share options granted
ERHBREAR

Number of
instruments
in thousands

TAHE (T4)

7,600

5,200

29,564

285,654

Contractual life
Vesting conditions of Options

BE R BRESNFS

On the first anniversary of the date upon which the Six months commencing
share Options are six months commencing from the from the expiry of the
expiry of the first anniversary of the date of first anniversary of the
accepted subject fo the grantees remaining as date of acceptance
eligible persons at the date of vesfing and expiring on the

RERERRGNE —BFREER - last day of the
HERKARGEERBANREERAL 6 month-period

EMBEHEFE B
FEMFABES
A A B R &
—RARIEZNEA

On the first anniversary of the date upon which the 10 years
share options are accepted subject fo the grantees 104

achieving the pre-determined annual sales farget
REREERBNE-BFER  EERA
RATKBTFEHERR

On 31 March 2019 subject to the grantees achieving 6.3 years
the pre-determined performance target for the period 6.3 4F
from 1 December 2017 to 31 December 2018
and the grantees remaining as eligible persons af
the date of vesting

R2019F3A31 8 - HEAKABTHR
20175 12A1BE20185F 12 A31 BAERE
FEAREARANGEORERARERAL



SHARE OPTION SCHEME (Continved)

Further details of the Share Option Scheme (Continued)

The fair value of the relevant share Options granted were estimated as
at the dates of grant using a binomial model, taking info account the
terms and conditions upon which the relevant share Options were

granted.

The following table sets out the inputs to the model used:

Grant date

RiLAH

Fair value of measurement  AstEBRHZ

dote (HKS)
Share price (HK$)
Exercise price (HK$)
Expected volatility
Historical volatlity
Expected life

Expected dividends

Riskfree inferest rate (based ERBF|E (AES
on Hong Kong Exchonge  SMNEE& ZEF|%

Fund Notes|
Evercise muliiple
Postvesfing exit rate

No other feature of the relevant share Options was incorporated into
the measurement of fair value.

The value of the relevant share Options is subject to the limitations of
the binomial model and a number of assumptions which are subjective
and difficult to ascertain. Changes in the subjective input assumptions

2 July 2014
Share opfions granted to
20145
7R2A8
BRERT
Executive Other
directors  employees
HITES HtbfES
0.44 0.39
1.07 1.07
113 1.13
45.54% 45.54%
45.54% 45.54%
10 yeors 10 years
105 105
3% 3%
2.059% 2.059%
2.8 2.2
0% 5.44%

could materially affect the fair value estimate.

Further defails relafing fo the Share Option Scheme and share Options
granted thereunder are sef out in note 2.4 and note 31 fo the financial
statements and the announcements of the Company dated 2 July 2014,
7 May 2015, 23 July 2015, 31 May 2016 and 12 December
2017. Apart from the above, the Company had not granted any share
Options under the Share Option Scheme to any other persons as
required to be disclosed under the Rule 17.07 of the Listing Rules
during the year ended 31 December 2020.
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EREZEBERE Y AFENE L BB
A-EAERNGE  BEEREEEBRE
AR NG ©

TREGIZRIE R 2 BABE

23 July 12 December

2015* 2017

7 May 2015 Share options Share options
Share options granted fo granted to 31 May 2016 Share options granted to granted to
2015% 20155 2017 %
5A7H 7A23R8* 12A128
BRERT BRERT 2016F5A31 RERERT BRERT
Executive Other Certain eligible Executive Other Certain eligible Cerfain eligible
directors  employees parficipants directors ~ employees parficipants  participants
ETRER ETREE ATREK

HITES HitfEs SHE HITES HitfEs SRE S8%
071 0.58 022 1.22 1.17 1.45 1.45
1.68 1.68 1.67 3.05 3.05 3.05 3.70
1.68 1.68 2.16 3.66 3.66 3.66 3.70
46.20% 46.20% 49.43% 50.00% 50.00% 50.00% 41.61%
46.20% 46.20% 49.43% 50.00% 50.00% 50.00% 41.61%
10 years 10 yeors 1.5 years 10 years 10 yeors 10 years 6.3 years
104 1045 155 104 104 105 6.3%
3% 3% 3% 1.47% 1.47% 1.47% 0.92%
1.745% 1.745% 0.239% 1.286% 1.286% 1.286% 1.647%
2.8 2.2 - 2.8 2.2 - -

0% 16.12% - 9.22% 9.22% - -
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PLEDGE OF SHARES BY CONTROLLING
SHAREHOLDER

On 8 August 2017 and 22 April 2020, Epoch Keen entered into
2017 Share Charge and a confirmatory share charge respectively,
with Huarong. Please refer to "ISSUE OF THE HUARONG
CONVERTIBLE BONDS 2017" under "EQUITY LINKED
AGREEMENTS” in this report and the announcement of the Company
dated 8 August 2017 and 22 April 2020 for further defails.

EQUITY LINKED AGREEMENTS

Share Option Scheme

Defails of the Share Option Scheme of the Company are set out in the
section above headed “SHARE OPTION SCHEMES".

Warrants Issued In 2015

On 19 January 2015, the Company issued 133,650,000 warrants fo
7 subscribers at an issue price of HK$0.001 per warrant. Each
warrant will entitle its holder to subscribe for one share of the Company
at a subscription price of HK$1.30 per share. The warrants will be
vested in phases according to the vesting conditions. The vesting
condition is that the suppliers shall carry out the fransactions under their
respective annual procurement agreements, pursuant to which the
suppliers in aggregate, agree to supply 49,500 tons of copper scrap
raw materials to the Group in 2015 at a fixed discount of RMB1,000
per ton.

The warrants had been expired on 20 January 2020. As at 31
December 2020, there was no outstanding warrants. Please refer to
the announcements of the Company dated 19 December 2014 and 5
February 2015 for further defails.
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EQUITY LINKED AGREEMENTS (Continued)

Warrants Issued In 2015 (Continved)

Movements of warrants during the for the year ended 31 December
2020 are as follows:
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Issue Of Convertible Bonds On 12 April 2017

On 12 April 2017, the Company issued convertible bonds with an
aggregate principal amount of HK$250,000,000. The convertible
bonds bear a fixed interest rafe of 12% with inferest fo be paid on a
quarterly basis. The original maturity date of the convertible bonds is
the first anniversary of the issue date, subject fo the bondholder’s right
fo extend the maturity dafe initially for a period of up to one year (the
"Extended Maturity”) and also for a period of up to one year affer the
Extended Maturity by notice in writing to the Company (the “Further
Extended Maturity”]. The bondholder has the right to convert the
principal amount of the convertible bonds into ordinary shares of
HK$0.1 each of the Company from the first business day following the
first anniversary of the issue date up to and including the day preceding
the Extended Maturity of Further Extended Maturity at an initial
conversion price of HK$3.0 per share (subject to adjustment]. Please
refer to the announcements of the Company dated @ April 2017 and
12 April 2017 for further details.

As disclosed in the announcement of the Company dated 11 August
2017, on the same day, the Company has redeemed the convertible
bonds in the principal amount of HK$135,000,000 (the “Early
Redemption”).
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EQUITY LINKED AGREEMENTS (Continued)

Issue Of Convertible Bonds On 12 April 2017 (Continued)

In respect of the convertible bonds in the aggregate principal amount
of HK$115,000,000 issued by the Company under the subscription
agreement signed on @ April 2017 (“Tranche Il Convertible Bonds”),
the Tranche Il Convertible Bonds in the principal amount of
HK$35,000,000, together with the inferest accrued thereon, has been
repaid by the Company on 12 April 2018. In addition, the Company
is notified by leading Sky Holdings Limited on 11 April 2018 that
leading Sky Holdings Limited has transferred the Remaining Tranche I
Convertible Bonds to Peaceful and Peaceful has exercised its right fo
extend the maturity date of the Remaining Tranche Il Convertible Bonds
for two (2] years in accordance with the Tranche Il Convertible Bonds
terms and conditions. The Remaining Tranche Il Convertible Bonds has
been redeemed through refinancing and was cancelled. For defail,
please refer to the announcements of the Company dated 12 April
2018, 12 April 2019 and 14 April 2020.

Issue Of The Huarong Convertible Bonds on 11 August 2017

On 11 August 2017, the Company issued convertible bonds with an
aggregate principal amount of HK$400,000,000 to Huarong
("Huarong CB 2017”). The convertible bonds bear a fixed inferest rafe
of 8% with inferest to be paid on a quarterly basis. The convertible
bonds will expire at the second anniversary of the issue date and are
convertible info ordinary shares of HK$0.10 each in the issued share
capital of the Company at an initial conversion price of HK$2.99 per
share (subject to adjustment]. As of 31 December 2020, the
outstanding principal amount of Huarong CB 2017 was
HK$390,000,000. On 22 April 2020, the Company and Huarong
infto an amendment and extension agreement fo conditionally extend
the maturity date of the Huaraong CB 2017. The amendment and
extension of term of Huarong CB 2017 were completed on 7 May
2020. Following the completion, the maturing dafe of Huarong CB
2017 have been extended to 11 August 2020. The Huarong CB
2017 matured on 11 August 2020. On 9 July 2020, the Company
entered info a non-legally binding lefter of infent with Huarong pursuant
to which the parties are in the process of discussion a possible
extension of the maturity dafe of Huarong CB 2017. As of the dafe of
this annual report, the discussion with Huarong of a potential extension
is still ongoing. Please refer to the announcements of the Company
dated 31 July 2017, 11 August 2017, 22 April 2020, 27 April
2020 and 7 May 2020 for further details.
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EQUITY LINKED AGREEMENTS (Continued)

Issue Of The Huarong Convertible Bonds on 11 August 2017
(Continued)

On 8 August 2017, Epoch Keen, a company wholly owned by Mr. Yu
Jianqiu, entered into a share charge ("2017 Share Charge”) with
Huarong, pursuant to which Epoch Keen charged 278,000,000
ordinary shares of the Company in favour of Huarong as security for
the payment and discharge of obligations owing from the Company fo
Huarong pursuant to, amongst others, the subscription agreement of
Huarong CB 2017. Pursuant to the amendment agreement enfered
between the Company and Huarong, confirmation deed has been
entered to re-confirm the 2017 Share Charge. Please refer fo the
announcements the Company dated 8 August 2017, 22 April 2020,
27 April 2020 and 7 May 2020 for further details.

Issue Of The Prosper Rich Convertible Bonds on 11 August 2017

On 11 August 2017, the Company issued convertible bonds with an
aggregate principal amount of HK$200,000,000 to Prosper Rich. The
convertible bonds bear a fixed interest rate of 8% with inferest to be
paid on a quarterly basis. The convertible bonds will expire at the
second anniversary of the issue date and are convertible info ordinary
shares of HK$0.10 each in the issued share capital of the Company ot
an initial conversion price of HK$2.99 per share (subject to
adjustment). As of 31 December 2020, the outstanding principal
amount of Prosper Rich Convertible Bonds 2017 was
HK$200,000,000. On 28 April 2020, the Company has entered
info a subscription agreement with Prosper Rich. According to the
subscription agreement, the Company would issue a note in the
principal amount equivalent fo the outstanding liabilities owed by the
Group to Prosper Rich on the revised maturity date of the convertible
bonds issued to Prosper Rich, inferestbearing at 14% per annum and
due for repayment one year after the issuance date. The final execution
of the nofe subscription is subject fo the redemption or conversion of the
convertible bonds issued to Huarong in the principal amount of
HK$390 million upon the maturity date of 11 August 2020. The
subscription agreement was lapsed on 12 August 2020. As of the
date of this annual report, the discussion with Prosper Rich of a
potential extension is still ongoing. Please refer to the announcements of
the Company dated 31 July 2017 and 11 August 2017 for further
defails.
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EQUITY LINKED AGREEMENTS (Continued)

Issue Of The Prosper Rich Convertible Bonds on 11 August 2017
(Continued)

The Directors are of the view that the above convertible bonds issue
represented good opportunities for the Company to raise funds to
strengthen its financial position and to finance the Group's future
development and expansion. The Direcfors consider that raising funds
by way of issuing the convertible bonds would enable the Company to
obtain funds with a lower financial cost considering the recent debt
and equity market conditions.

Signing Of Annual Procurement Agreement Involving Issue Of
Consideration Shares Under General Mandate

On 15 June 2018, the Company entered into respective annual
procurement agreements with fourteen suppliers, pursuant to which
each supplier agreed to supply a target amount of copper scrapped
raw materials to the Company from 16 June 2018 o 15 June 2019,
the purchase price of which shall be partly satisfied with cash and
partly satisfied with consideration shares. For each ton of copper scrap
raw materials supplied by a supplier, the Company will pay (i) up to
RMB3,000 by way of issuance of a maximum number of 734
consideration shares at an issue price of HK$5 per consideration
share; and |ii) the remainder of the balance in cash. The arrangements
under the annual procurement agreements are expected to encourage
such suppliers to achieve the targeted raw material supply amount with
a view to broadening the Group's supplier base to cater for the
Group's production needs. As the targeted amount of supply of copper
scrap raw materials from the suppliers is 160,000 tons in aggregate,
the maximum number of consideration shares that the Company may
issue pursuant to the annual procurement agreements is 117,440,000
shares. The consideration shares will be allotted and issued to the
subscribers within 10 business days from 15 June 2019. Based on the
actual amount of supply, as at 31 December 2020, the consideration
shares to be issued are 33,882,652 shares, the allotment of which
has not taken place on a day within 10 business days from 15 June
2019. Each of the subscribers is a wholly-owned company of the
relevant supplier. Please refer to the announcements of the Company
dated 15 June 2018 and 19 June 2018 for further details.

On 31 March 2021, 33,882,652 shares were allotted and issued
pursuant to the relevant supplemental subscription agreements, and
please refer to announcements of the Company on 13 January 2021

and 22 January 2021 for further details.
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EQUITY LINKED AGREEMENTS (Continued)

Signing Of Sale And Purchase Agreement Involving Issue Of
Consideration Shares Under General Mandate

Defails of the consideration shares under eam-out arrangements in the
acquisitions of 100% issued share capital of Silver Eminent, Value Link
and Sky Harvest are set out in the secfion above headed “MATERIAL
ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES AND AFFILIATED
COMPANIES" in this report.

PURCHASE, SALE OR REDEMPTION OF SHARES

There was no purchase, sale or redemption by the Company, or any of
its subsidiaries, of the listed securities of the Company during the year

ended 31 December 2020.

DEED OF NON-COMPETITION

Mr. Yu Jiangiu and Epoch Keen, the then controlling shareholders of the
Company, enfered into a deed of non-competition {"Deed of Non-
Competition”) dated 6 February 2014, details of which have been set
out in the paragraph headed “Non-Competition Undertaking” in the
section headed "Relationship with Controlling Shareholders” of the
Prospectus.

The Company has reviewed the annual declaration from the parties on
compliance with their undertaking under the Deed of Non-Competition.
The independent non-executive Directors have reviewed the status of
compliance and confirmed that all the undertakings under the Deed of
Non- Competition have been complied with by the parties.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this annual report, the directors of the Company
confirmed that based on information that is publicly available to the
Company and within the knowledge of the directors, the Company
had maintained sufficient amount of public float as required under the
Listing Rules and agreed by the Stock Exchange.
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AUDITORS

In 2018, KPMG resigned as auditors of the Company and Ernst &
Young were appointed by the direcfors fo fill the casual vacancy so
arising. KPMG has confirmed that there are no matters in respect of
those circumstances that in their opinion need to be reported to the
shareholders of the Company. The Board also confirmed that there was
no disagreement between KPMG and the Company, and there were
no other matters in relation fo the resignation of KPMG that need to be
brought to the attention of the shareholders of the Company. Ernst &
Young has been appointed as auditor of the Company in November

2018.

In September 2020, Emst & Young refired as auditors of the Company
with effect from the annual general meetfing of the Company held on
28 September 2020. Ernst & Young has confirmed that there were no
matters in respect of those circumstances that need to be brought fo the
attention of the shareholders of the Company. The Board also
confirmed that there is no disagreement between Emst & Young and the
Company, and there are no other matters in relation fo the refirement of
Ernst & Young that need to be brought to the attention of the
shareholders of the Company.

The consolidated financial statements of the Company for the previous
two years ended 31 December 2018 and 2019 were audited by
Emst & Young.

In October 2020, ZHONGHUI ANDA CPA Limited ("ZHONGHU!I")
were appoinfed by the directors to fill the casual vacancy so arising.
Save as disclosed above, there have been no other changes of
auditors in the past three years. ZHONGHUI will retire as the
Company’s auditor at the end of the forthcoming annual general
meeting of the Company and, being eligible, will offer themselves for
reappointment. A resolution will be proposed for approval by
Shareholders at the forthcoming annual general meeting of the
Company to reappoint ZHONGHUI as the Company's auditor for the
year ending 31 December 2021.

PROFESSIONAL TAX ADVICE RECOMMENDED

If any shareholder is unsure about the taxation implications of
purchasing, holding, disposing of, dealing in, or the exercise of any
rights in relation to the Shares, it is advised to consult an expert.
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PERMITTED INDEMNITY PROVISION

Pursuant to arficle 164 of the Articles of Association, every Director is
entitled to be indemnified and secured harmless out of assets of the
Company from and against all actions, costs, charges, losses,
damages and expenses which any of them, their or any of their heirs,
executors or administrators, shall or may incur or sustain by or by
reason of any act, done, concurred in or omitted in or about the
execution of their duty, or supposed duty, in their respective offices or
frusts (except such is incurred or sustained through his own fraud or
dishonesty). Such provision is currently in force and was in force
throughout the financial year ended 31 December 2020.

ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

As a responsible corporation, the Group is committed fo maintaining
the highest environmental and social standards to ensure sustainable
development of its business. To the best knowledge of the directors the
Group has complied with all the relevant laws and regulations that
have a significant impact on the Group in relation fo its business
including health and safety, workplace conditions, employment and the
environment. The Group understands that a better future depends on
everyone's participation and contribution. It has encouraged all
employees to participate in environmental and social acfivities which
benefit the community as a whole.

The Group is operating in the environmental protection industry by
virtue of recycling scrap mefal materials in the society. Contributing to
resolving a significant part of pollution problem in the vicinity of our
plants, the Group is highly praised and encouraged by the local
governments. The Group also advocated conservation of resources in
the office and encouraged employees to develop good habits,
conserve resources and energy fo build a green and comfortable office
environment.

For a more comprehensive review, please refer to the 2020
Environmental, Social and Governance Report of the Company that will
be dispatched to the shareholders of the Company and available on
the website of the Company and the Stock Exchange in due course.

CORPORATE GOVERNANCE

For the year ended 31 December 2020, the Company was in
compliance with the code provisions of the Corporate Governance

Code (the “CG Code") as set forth in Appendix 14 of the Listing Rules

save as disclosed below.
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CORPORATE GOVERNANCE (Confinved)

Code Provision A.2.1 provides that the roles of Chairman and Chief
Executive should be separate and should not be performed by the
same individual. The division of responsibilities between the Chairman
and Chief Executive should be clearly established and set out in
writing. Currently, Mr. Yu Jiangiu is both the Chairman and Chief
Executive Officer of the Company. As Mr. Yu is the founder of the
Group and has extensive experience in operafions and management,
the Board believes that it is in the best interest of the Group to have Mr.
Yu taking up both roles for continuous effective management and
business development of the Group.

Pursuant to C.1.3 of the CG Code, the Directors acknowledge their
responsibilities for preparing the financial statements, which give true
and fair view of the Group. The Direcfors are aware that the Group
recorded a net loss of RMB387,249,000 for the year ended 31
December 2020, which included an impairment of goodwill of
RMB277.9 million and fair value gain of contingent consideration
liabilities of RMB20,010,000. As at 31 December 2020, the Group
had cash and cash equivalents amounted to RMB47,321,000, and
there were interest-bearing bank and other borrowings, convertible
bonds, lease liabilities and note payables totalling
RMB1,878,192,000 repayable within one year or on demand. In
oddition, as at 31 December 2020, the Group had defaulted on the
convertible bonds amounted to RMB553,004,000 and entrusted loans
amounted to RMB299,116,000. The above defaults may frigger cross
default of certain other borrowings amounting to RMB897,388,000 as
at 31 December 2020. This condition indicates the existence of a
material uncertainty which may cast significant doubt on the Group's
ability to continue as a going concern. Therefore, the Group may be
unable to realise its assets and discharge its liabilities in the normal
course of business.

The Company has implemented various financial plans and measures
to address the issue in relation to going concern, including but not
limited fo:

(i) the Company has complefed the issuance of new shares to
Mianyang Fule Investment Co., lid., a state-owned enterprise in
the PRC, for a consideration of approximately RMB263.3 million,
on 18 March 2021;

(i) the proposed subscription for the Company’s new shares by
Mianyang Science Technology City Development Investment
(Group) Co. ltd for a consideration of more than RMB300
million;

(iii)  the proposed extension and/or refinance of the convertible bonds
issued to China Huarong International Holdings Limited and
Prosper Rich Investments Limited with an aggregate principal
amount of HKD5Q0 million;
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CORPORATE GOVERNANCE (Continved)

(iv) liaisons with banks/financial institutions from which the Group
has borrowings with repayment dates beyond 2021 and if
necessary, fo obtain confirmations that there has been no event to
frigger the call provision, if any, as sfipulated in the relevant loan
agreements;

(v] liaisons with banks/financial institutions from which the Group
has borrowings to renew or extend the existing liabilities;

(vi) if necessary, reduction of scale of the Group's operations so as
fo, on one hand, reduce its size of inventory, frade receivables
and other receivables and, on the other hand, increase its level of
cash; and

The directors of the Company are therefore of the opinion that it is
appropriate fo prepare the consolidated financial statements on a
going concern basis. Should the Group be unable to continue as a
going concem, adjustments would have to be made to the consolidated
financial statements to adjust to value of the Group’s assets to their
recoverable amounts, to provide for any further liabilities which might
arise and fo reclassify non-current assets and liabilities as current assets
and liabilities, respectively.

COMPLIANCE WITH THE REQUIRED STANDARD OF
DEALINGS IN SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS

The Company has adopted a code of conduct regarding the directors’
securities fransactions on terms not less exacting than the required
standards set out in the Model Code in Appendix 10 of the Listing
Rules. After specific enquiry made by the Company, apart from Mr. Yu
Jiangju, all directors confirmed that they had complied with the required
standards set out in the Model Code and the code of conduct
regarding the direcfors’ securities transactions for the year ended 31
December 2020.

According to code provision A.3(a) of the Model Code, a Director
must not deal in any securities of the Company on any day on which
its financial results are published and during the period of 60 days
immediafely preceding the publication date of the annual results or, if
shorter, the period from the end of the relevant financial year up fo the
publication date of the results. According to code provision B.8 of the
Model Code, a direcfor must not deal in any securities of the issuer
without first nofifying in writing the chairman or a direcfor (otherwise
than himself] designated by the board of directors of the Company for
the specific purpose and receiving a dated written acknowledgement.
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COMPLIANCE WITH THE REQUIRED STANDARD OF
DEALINGS IN SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS (Continved)

An executive Director, Mr. Yu Jiangiu, on 31 March 2020, had dealt
in 261,008,000 shares of the Company which was in confravention
of code provision A.3[a) and B.8 of the Model Code. In addition,
during the period from 18 June 2020 to 26 August 2020,
241,220,000 shares of the Company of Mr. Yu Jiangiu and Epoch
Keen Limited were disposed which were caused by forced/
enforcement sales initiated by the relevant brokers pursuant to certain
margin financing agreements entered info between Mr. Yu Jiangiu/
Epoch Keen Llimited and relevant brokers and Mr. Yu Jiangiu/Epoch
Keen Limited was only informed of these disposal by the relevant
brokers after the relevant disposal and/or immediately before the
relevant disposals took place.

The Company has taken the following remedial steps to avoid the re-
occurrence of similar incidents:

e Communicated and reminded Mr. Yu Jiangiu that the blackout
period would be extended to when the audit results of the Group
are announced;

®  Recirculated the Model Code fo the Board and reminded them of
the procedures that they should follow should they wish to deal in
the Company's shares; and

e  Coordinated with Company’s legal counsel and arranged a
refresher training on directors” duties.

The Board considers that by adopting the aforesaid measures, it would
enable the directors fo understand the dealing restriction during the
black-out period and the procedures that they need to follow before
dealing in the securities of the Company. The Board therefore
considered that the implementation of the above measures would
minimize the chance of breach of the Model Code by the directors in
the future.
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CORPORATE GOVERNANCE REPORT

The Board is pleased to present this Corporate Governance Report in
the Company’s annual report for the year ended 31 December 2020.

CORPORATE GOVERNANCE PRACTICES

The Group recognizes the vital importance of good corporate
governance to the Group's success and sustainability. We are
committed to achieving a high standard of corporate governance as an
essential component of quality and have introduced corporate
governance practices appropriate fo the conduct and growth of our
business.

The Company has applied the principles of and is in compliance with
all code provisions of the Corporate Governance Code as set forth in
Appendix 14 of the Listing Rules save as disclosed below.

Code Provision A.2.1 provides that the roles of Chairman and Chief
Executive should be separate and should not be performed by the
same individual. The division of responsibilities between the Chairman
and Chief Executive should be clearly established and set out in
writing. Currently, Mr. Yu Jiangiu is both the Chairman and Chief
Executive Officer of the Company. As Mr. Yu is the founder of the
Group and has extensive experience in operafions and management,
the Board believes that it is in the best interest of the Group to have Mr.
Yu taking up both roles for continuous effective management and
business development of the Group.

Pursuant to C.1.3 of the CG Code, the Directors acknowledge their
responsibilities for preparing the financial stafements which give true and
fair view of the Group. The Directors are aware that the Group recorded
a net loss of RMB387,249,000 for the year ended 31 December
2020, which included an impairment of goodwill of RMB277.9 million
and fair value gain of contingent consideration liabilities of
RMB20,010,000. As at 31 December 2020, the Group had cash and
cash equivalents amounted fo RMB47,321,000, and there were interest-
bearing bank and other borrowings, convertible bonds, lease liabilities
and nofe payables totalling RMB1,878,192,000 repayable within one
year or on demand. In addition, as at 31 December 2020, the Group
had defaulted on the convertible bonds amounted
to RMB553,004,000 and entrusted loans amounted to
RMB299,116,000. The above defaults may trigger cross default of
cerfain other borrowings amounting to RMB897,388,000 as at 31
December 2020. This condition indicates the existence of a material
uncerfainty which may cast significant doubt on the Group's ability to
continue as a going concern. Therefore, the Group may be unable to
realise ifs assets and discharge ifs liabilities in the normal course of
business.

TEEREE

EZEMAREARAEZE2020F12 A
31 HIEFEFRANTEERRS -

TEERER

AEERBRENEEE AHAEENKI)
RFBEEREREE - RAUBNRERFK
BHLEER FRAREENERTE I
SINBERMEFEFELBERNEEERT
e

BRI XPAEEI  AARIEREA EWARR
B+ prE B AT RIM R E T H
PR ST RIS -

STRIMESCE A2 T IRABE T F BITERABE A
AERARD RTEH - ARBRE - T/F
BT AR EL < B B 0 L 2B MT AT AR I A
EEHAIE - BE - IERELERARF
ETERITBAER - ARAIEERAEENE
MAXNEERER T EBERLEELR &
ZERR RTARENFEAUEERE
BEEMB T EEEZMERL - 6K

SERFEN L -

BEBEGEERTRIEC 3K EFMER
EERUEAVEERNTRBRASEMEHRERZ
B - EFHMNEBAEEREZE2020F 12 A
BSIRLFEBHSERFRARE
387,249,0007T - EH BEEEHEARE
277,900,000 T kS AREEBERA FEKE
AR #¥20,010,0007T « 720204 12 A 31
B AEENRELREEFEREERARE
47,321,0007¢ - #H BERITREMEK - 7]
BERES  HEAERENREREARAR
#1,878,192,0007T * R —FANFIREK
E&E- boh- M2020F 128310 A%
EAREEERNSEBA/ARE 553,004,000
T AR B R AR 299,116,000 TTHY
ZEERK - LR DA EE N 20204 12
A31BETHEMERARE 897,388,000
TTHIRRZ R L - ZMNRAFTEE AT HE
N ATREHARERELERBNEN®
KEAREM - Bt - AEB R EEEENER
BEBBRETEEHEAENSERAE -



CORPORATE GOVERNANCE PRACTICES (Continved)

The Company has implemented various financial plans and measures
fo address the issue in relation to going concern, including but not
limited fo:

(i

(i)

(ifi)

(iv)

(v)

(Vi)

the Company has completed the issuance of new shares to
Mianyang Fule Investment Co., ld., a state-owned enterprise in
the PRC, for a consideration of approximately RMB263.3 million,
on 18 March 2021;

the proposed subscription for the Company's new shares by
Mianyang Science Technology City Development Investment
(Group) Co. lid for a consideration of more than RMB300
million;

the proposed extension and/or refinance of the convertible bonds
issued to China Huarong International Holdings Limited and
Prosper Rich Investments Limited with an aggregate principal

amount of HKD590 million;

liaisons with banks/financial instfitutions from which the Group
has borrowings with repayment dates beyond 2021 and if
necessary, to obfain confirmations that there has been no event to
frigger the call provision, if any, as stipulated in the relevant loan
agreements;

liaisons with banks/financial institutions from which the Group
has borrowings fo renew or extend the existing liabilities;

it necessary, reduction of scale of the Group's operations so as
fo, on one hand, reduce its size of inventory, trade receivables
and other receivables and, on the other hand, increase its level of
cash; and

The directors of the Company are therefore of the opinion that it is
appropriafe fo prepare the consolidated financial statements on a
going concern basis. Should the Group be unable to continue as a
going concem, adjustments would have to be made fo the consolidated
financial statements to adjust to value of the Group's assets to their
recoverable amounts, to provide for any further liabilities which might
arise and fo reclassify non-current assets and liabilities as current assets
and liabilities, respectively.
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CORPORATE GOVERNANCE PRACTICES (Confinved)

And, the Board, as concurred by the Audit Committee, is of the view
that the inability of ZHONGHUI to obtain sufficient appropriate audit
evidence as described in the Independent Auditor's Report under the
section headed “Basis for Qualified Opinion” is a hisforical event and
would only affect the financial information of the consolidated financial
statements for the year ended 31 December 2020 to the exfent
described under the section headed “Basis for Qualified Opinion”,
which would have affected the opening balances as of 1 January
2020. The Board does not expect the basis of the qualified opinion
relating fo the recoverability of goodwill and the carrying amount of
confingent consideration liabilities to affect the opening balances of the
financial year immediately subsequent to the year ended 31 December
2020 (i.e. 1 January 2021) and hence the Board does not expect the
above to recur in the consolidated financial statements for the year
ended 31 December 2021 and onwards except the financial
information fo be shown as comparative figures.

Key corporate governance principles and practices of the Company as
well as details relating to the foregoing deviation are summarized
below.
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THE BOARD

Responsibilities

The Board is responsible for overall management and control of the
Company. The Board’s main roles are fo provide leadership and to
approve strategic policies and plans with a view to enhancing
shareholder value. All Directors carry out their duties in good faith and
in compliance with applicable laws and regulations, taking decisions
objectively, and acting in the interests of the Company and its
shareholders at all times.

All Directors have full and timely access to all relevant information as
well as the advice and services of the Company Secretary and senior
management, with a view to ensuring that Board procedures and all
applicable laws and regulations are followed.

The Board reserves for ifs decision all major matters of the Company,
including: approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management systems,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of directors and other
significant financial and operational matters.

Directors have full and timely access to consult with the Company's
senior management independently. Any Director and Board Committee
may request independent professional advice in appropriate
circumstances at the Company’s expense, upon making reasonable
request fo the Board.

The Board has delegated the authority and responsibility for day-to-day
management and operation of the Group to the senior management of
the Group. To oversee particular aspects of the Company’s affairs, the
Board has established three Board committees, namely the audit and
corporate governance committee (the “Audit and Corporate
Governance Committee”), the remuneration committee (the
“Remuneration Committee”), the nomination committee (the “Nomination
Comnmittee”) (together, the “Board Committees”). The Board has
delegated to the Board Committees responsibilities as set out in their
respective ferms of reference.
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BOARD COMPOSITION

As at the date of this annual report, the directors of the Company were
as follows:

Executive Directors

Mr. Yu Jiangiu (Chairman and Chief Executive Officer)
Mr. Kwong Wai Sun Wilson

Mr. Huang Weiping

Ms. Zhu Yufen

Independent Non-executive Directors

M:r. Lee Ting Bun Denny
Mr. Pan Liansheng
Ms. Ren Ruxian

Biographical defails of the Directors are set out in the section headed
"Directors and Senior Management” in this annual report.

During the year ended 31 December 2020, the Company has been in
compliance with the requirements of Rules 3.10(1) and 3.10(2) of the
Listing Rules relating to the appointment of at least three independent
non- executive directors with at least one independent non-executive
director possessing appropriate professional qualifications or
accounting or related financiol management expertise.

The Company has also complied with the requirement of Rule 3.10A of
the Listing Rules relating to the appointment of independent non-
executive directors representing at least one-third of the Board.

Each of the Independent Non-executive Director has confirmed his/her
independence pursuant to Rule 3.13 of the Llisting Rules and the
Company considers each of them to be independent.

All Directors have brought a wide range of valuable business
experience, knowledge and professionalism fo the Board for ifs efficient
and effective functioning. Moreover, through active participation in
Board meetings, taking the lead in managing issues involving potential
conflict of interests and serving on Board committees, all independent
non-executive directors make various contributions to the effective
direction of the Company.
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BOARD DIVERSITY POLICY

The Company has a board diversity policy whereby it recognizes and
embraces the benefits of having a diverse Board and sees increasing
diversity at the Board level as an essential element in maintaining the
Company's competitive advantage. A truly diverse Board will include
and make good use of differences in the talents, skills, regional and
industry experience, background, gender, age and other qualities of
the members of the Board. These differences will be considered in
determining the opfimum composition of the Board and when possible
should be balanced appropriately. All appointments of the members of
the Board are made on merit, in the confent of the talents, skills and
experience the Board as a whole requires fo be effective.

The Nomination Committee will review the board diversity policy, as
appropriate, make recommendations on changes to the Board to
complement the Company’s corporate strategy.

INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT

Under Code Provision A6.5, Directors should participate in appropriate
continuous professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the Board
remains informed and relevant.

Directors are encouraged fo partficipate in continuous professional
development so as fo refresh their knowledge and skills for discharging
their duties and responsibilities. For the year ended 31 December
2020, relevant reading materials including regulatory update and
seminar handouts, etc. have been provided to the Directors for their
reference and studying.
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INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT (Continued)

A summary of frainings received taken by the Directors during this year
is as follows:

Training activities
including briefing and
update on the business

and corporate governance
matter/reading materials
on relevants topics

Director

Mr. Yu Jiangiu

Mr. Kwong Wai Sun Wilson
Mr. Huang Weiping

Ms. Zhu Yufen

Mr. Lee Ting Bun Denny

Mr. Pan liansheng

Ms. Ren Ruxian

AN N NN

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision A.2.1 stipulates that the roles of Chairman and Chief
Executive Officer should be separate and should not be performed by
the same individual.

Mr. Yu Jiangiu is Chairman of the Board and Chief Executive Officer of
the Company. As Mr. Yu is the founder of the Group and has extensive
experience in corporate operations and management, the Board
believes that it is in the best inferest of the Group to have Mr. Yu taking
up both roles for continuous effective management and business
development of the Group.

The Board considers that the current structure of vesting the roles of
Chairman and Chief Executive Officer in the same person will not
impair the balance of power and authority between the Board and the
management of the Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

The appointment of independent non-executive directors, subject fo re-
nomination and re-election by the Company in general meeting, shall
be for a ferm of two years unless previously terminated in accordance
with the terms and conditions specified in their appoiniment.

The director’s fee specified in the letter of appointment of each of
independent non-executive Directors are HK$200,000 per annum.

All independent non-executive Directors possess extensive academic,
professional and/or industry expertise and management experience
and have provided their professional advice to the Board.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

None of the directors who is proposed for re-election af the forthcoming
annual general meeting has any service contract which is not
determinable by the Group within one year without payment of
compensation (other than sfatutory compensation).

The rules and procedures governing the appointment, refirement, re-
election and removal of directors are set out in the Articles of
Association of the Company. The Nomination Committee is responsible
for reviewing the Board structure, size and composition and making
recommendations to the Board on the appointment and re-appointment
of directors and succession planning for directors.

Independent non-executive directors are appointed for a specific ferm,
subject fo reelection. In accordance with the Articles of Association, af
each annual general meeting of the Company ("AGM"), at least one
third of the Directors for the time being (or, if their number is not three or
a multiple of three, then the number nearest to, but not less than, one-
third) shall retire from office by rotation, provided that each Director
shall be subject to refirement at an AGM at least once every three
years.

Any new director appointed fo fill a casual vacancy on the Board or as
an addition fo the existing Board shall be subject to re-election at the
next AGM after his appointment.
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BOARD MEETINGS

The Board intends o hold board meetings regularly af least four times a
year at approximately quarterly intervals. Notices of not less than
fourteen days will be given for all regular board meefings to provide all
directors with an opportunity to attend and include matters in the
agenda for regular board meetings.

For other Board and Board committee meetings, reasonable notice will
generally be given. The agenda and accompanying board papers are
dispatched fo the directors or Board commitiee members at least three
days before the meetings fo ensure that they have sufficient time to
review the papers and be adequately prepared for the meetings.
When directors or Board committee members are unable to attend a
meeting, they will be advised of the matters fo be discussed and given
an opportunity to make their views known to the chairman prior to the
meeting.

Minutes of the Board meetings and Board committee meetings are/will
be recorded in sufficient defail to include the matters considered by the
Board and the Board commitiee and the decisions reached, including
any concems raised by the directors. Draft minutes of each Board
meeting and Board committee meeting will be sent to the directors for
comments within a reasonable time after the date on which the meeting

is held.

According fo the Arficles of Association, a Director shall not vote nor be
counted in the quorum on any resolution of the Board approving any
contract or arrangement in which he or his associates is materially
interested.
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DIRECTORS’ ATTENDANCE RECORDS AT MEETINGS

The annual general meeting and adjourned annual general meefing
were held on 5 September 2020 and 28 September 2020,
respectively, an extraordinary general meeting was held on 15
September 2020 whilst 11 Board meetings were held during the year
ended 31 December 2020 and the attendance of the individual
directors at these meetings is sef out below.

Annual general
meeting
attendance

Board meeting
attendance

Director

Mr. Yu Jiangiu 3/3 10/11
Mr. Kwong Wai Sun Wilson 3/3 11/11
Mr. Huang Weiping 3/3 11/11
Ms. Zhu Yufen 3/3 11/11
Mr. Lee Ting Bun Denny 3/3 11/11
Mr. Pan liansheng 3/3 11/11
Ms. Ren Ruxian 3/3 11/11

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted its own Code for Securities Transactions by
Officers on terms no less exacting than those set out in the Model Code
as its code of conduct regarding directors’ securities fransactions.
Specific enquiry has been made of the Company’s directors, apart
from Mr. Yu Jiangiu, all the existing directors have confirmed that they
have complied with the required standards set out in the Model Code
throughout the year ended 31 December 2020.

An execufive Director, Mr. Yu Jiangiu, on 31 March 2020, dealt in
261,008,000 shares of the Company which was in contravention of
code provision A.3[a) and B.8 of the Model Code. In addition, during
the period from 18 June 2020 to 26 August 2020, 241,220,000
shares of the Company of Mr. Yu Jiangiu and Epoch Keen Limited were
disposed which were caused by forced/enforcement sales initiated by
the relevant brokers pursuant fo certain margin financing agreements
entered info between Mr. Yu Jiangiu/Epoch Keen Limited and relevant
brokers and Mr. Yu Jiangiu/Epoch Keen Limited was only informed of
these disposal by the relevant brokers affer the relevant disposal and/
or immediately before the relevant disposals took place.
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MODEL CODE FOR SECURITIES TRANSACTIONS
(Continued)

The Company has taken the following remedial sfeps to avoid the re-
occurrence of similar incidenfs:

e Communicated and reminded Mr. Yu Jiangiu that the blackout
period would be extended to when the audit results of the Group
are announced;

e Recirculated the Model Code to the Board and reminded them of
the procedures that they should follow should they wish to deal in
the Company's shares; and

e  Coordinated with Company’s legal counsel and arranged a
refresher training on direcfors’ duties.

The Board considers that by adopting the aforesaid measures, it would
enable the Directors to understand the dealing restriction during the
black-out period and the procedures that they need to follow before
dealing in the securities of the Company. The Board therefore
considered that the implementation of the above measures would
minimize the chance of breach of the Model Code by the Directors in
the future.

BOARD COMMITTEES

The Board has established the Nomination Committee, the
Remuneration Committee and the Audit and Corporate Governance
Committee, for overseeing particular aspects of the Company’s affairs.
All Board committees have been established with defined written terms
of reference, which are posted on the Company’s website
"http: //www.cmru.com.cn” and are available to shareholders upon
request. All Board committees report to the Board on their decisions or
recommendations.

All Board committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances, at the
Company's expense.

ETRERFNEESR|(2)

BEBREREAELELE - AR TR
TN

o  HEENELBBILIRE  ZEHMT
EREEEZERAEZE

ETHBHNRTESS @ URE
NEERARIBRNKEEENER

o  HEARFERBEMBAALLBENES
BEREEE -

EEZeRE KMLHBEBESES THR

BEHNEERINALRBEENEEALQRE
FRIAEBTNRER Bt EE2RAEHR
FiE A RERE R A EEERIZESTE
By R BEME o

EEXZEE

EFEeCNURRRLES - FHEES
ERNDPEBERZES UWEEBEAR
#—rEf%%%Iﬁ FrEEEZE® E%‘J

EEEBE&HE FRAARA QI
rhﬂp.//www.cmru.com.cnj WAl R B GE
REH -FTEEEZECMESERLE
AR SR SR o

FMEEEZEeREHENERBITR
YAIREEBERT - fEHAEERATHKE
VEEER  BRBARBN -


http://www.cmru.com.cn
http://www.cmru.com.cn

NOMINATION COMMITTEE

The Nomination Committee comprises Mr. Lee Ting Bun Denny, Mr.
Pan Lliansheng and Ms. Ren Ruxian (Chairperson) who are all
independent non-executive directors. The functions of the Nomination
Committee primarily are to:

(] review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board
fo complement the Company's corporate sfrategy;

(i) identify individuals suitably qualified to become Board members
and select or make recommendations to the Board on the
selection of individuals nominated for directorships;

(i) assess the independence of independent non-executive direcfors;

(iv] make recommendations to the Board on the appointment or re-
appointment of directors and succession planning for directors, in
particular the chairman of the Board and the chief executive; and

(v to determine the policy for the nomination of directors, the
nomination procedures and the process and criteria adopted fo
select and recommend candidates for directorship.

For considering the appointment of directors, the Nomination
Committee assesses the candidate on a variety of criteria such as
reputation of infegrity, qualification, knowledge and experience in the
industry, ability to commit time and effort to carry out the duties and
responsibilities and diversity in all its aspects, including but not limited
to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service.
Having taken info accounts of the above factors and obtained all the
information as the Nomination Committee considers necessary, the
recommendations of the Nomination Committee will then be put to the
Board for decision, and if the candidate will stand for election at a
general meeting, a circular will be sent to the shareholders.

On 16 April 2014 the Nomination Committee adopted a board
diversity policy. The Board Diversity Policy applies fo the Board and
sees increasing diversity at the Board level as an essential element in
mainfaining the Company’s competitive advantage. The Nomination
Committee will review annually the structure, size and composition of
the Board and where appropriate, make recommendations on changes
fo the Board to complement the Company’s corporate strategy, and
will make recommendation to the Board on the measurable objectives
for achieving board diversity. The Company aims to maintain an
appropriate balance of diversity perspectives of the Board that are
relevant to the Company business growth.
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NOMINATION COMMITTEE (Continved)

The Nomination Committee held one meetfing during the year ended
31 December 2020 to, infer dlia, (i) review the size and composition
of the Board as well as review the board diversity policy; [ii] assess the
independence of the independent non-executive directors and to review
that re-appointment of directors; and |iii) discuss other matters related fo
the foregoing.

Number of
attendance/
Eligible to attend

Director

Mr. Lee Ting Bun Denny 1/1
Mr. Pan Liansheng 1/1
Ms. Ren Ruxian 1/1

The Nomination Committee recommended Mr. Huang Weiping, Ms.
Zhu Yufen as executive directors and M. lee Ting Bun Denny as
independent non-executive director of the Company at the forthcoming
annual general meeting.

REMUNERATION COMMITTEE

The Remuneration Committee comprises Mr. Lee Ting Bun Denny, Mr.
Pan Lliansheng (Chairperson) and Ms. Ren Ruxian who are all
independent non-executive directors.

The duties of the Remuneration Committee include the following:

[i)  to make recommendations fo the Board on the Company’s policy
and structure for all directors’ and senior management’s
remuneration and on the establishment of a formal and
fransparent procedure for developing remuneration policy;

(i)  to review and approve the management's remuneration proposals
with reference fo the Board's corporate goals and objectives;

liii)  to make recommendations to the Board on the remuneration
packages of individual executive directors and senior
management;

liv] to make recommendations to the Board on the remuneration of
non- executive directors;
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REMUNERATION COMMITTEE (Continved)

(v)

(vi)

(vii)

(viii)

(ix)

fo consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Company and its subsidiaries;

fo review and approve compensation payable to executive
directors and senior management for any loss or termination of
office or appointment to ensure that it is consistent with confractual
terms and is otherwise fair and not excessive;

fo review and approve compensation arrangements relafing fo
dismissal or removal of directors for misconduct to ensure that they
are consistent with contractual terms and are otherwise
reasonable and appropriafe;

fo ensure that no director or any of his associates is involved in
deciding his own remuneration; and

fo determine the policy for the remuneration of executive direcfors,
assess performance of executive direcfors and approve the ferms
of executive directors’ service confracts.

Details of the remuneration of each Director for the year ended 31
December 2020 are set out in note 13 to the financial statements
confained in this annual report.

Remuneration of senior management other than Directors for the year

ended 31 December 2020 is as follows:

Total remuneration bands
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REMUNERATION COMMITTEE (Continved)

One meeting of the Remuneration Commitiee was held during the year
ended 31 December 2020 to review the existing remuneration
packages of Directors and senior managements of the Company. The
recommended remuneration packages have been approved by the
entire Board.

Number of
attendance/
Eligible to attend

Director

Mr. Lee Ting Bun Denny 1/1
Mr. Pan liansheng 1/1
Ms. Ren Ruxian 1/1

AUDIT AND CORPORATE GOVERNANCE COMMITTEE

The Audit and Corporate Governance Committee comprises Mr. lee
Ting Bun Denny (Chairperson), Mr. Pan liansheng and Ms. Ren Ruxian
who are all independent non-executive directors.

In relation to reviewing the Company’s financial information, the Audit
and Corporate Governance Committee’s duties mainly are to:

[i)  review the financial statements and reports and consider any
significant or unusual items raised by the financial officers of the
Group or external auditors before submission to the Board;

[i)  review and monitor the external auditors’ independence and
objectivity and the effectiveness of the audit process;

[ii) make recommendation to the Board on the appointment, re-
appointment and removal of external auditors; and

liv) review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system.
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AUDIT AND CORPORATE GOVERNANCE COMMITTEE B R G¥ERZEES (&

(Continued)

In relation to its corporate governance functions, the Audit and  BLEMEEAREMS @ BRLCEEARE

Corporate Governance Committee’s responsibilities are o BEEgNREA

[j  develop, review and update the Company’s corporate (i)  #IE] - &5t RE AR FH D EE AR
governance policies and practices and to make recommendations BERERTAEESELES

to the Board,

[i)  to review and monitor the fraining and confinuous professional (i) #FtREREZENSRERBNIEIIR
development of directors and senior management, REFERR

(iii) to review and monitor the Company’s policies and pracfices on  (iii] &t REERAN QARG B TER LR E
compliance with legal and regulatory requirements, TEHBER N B

liv) to develop, review and monitor the code of conduct and  (iv) #lI5] - M REREANEEREEN
compliance manual applicable to employees and directors, and TIARSTRRARFMR: &

[v] to review the Company's compliance with the CG Code and  [v) BHEAAREEHEFEEEATARR
disclosure in this Corporate Governance Report. AEEEAREOHFE -



AUDIT AND CORPORATE GOVERNANCE

Five meetings of the Audit and Corporate Governance Committee were
held during the Year. The work performed by the Audit and Corporate
Governance Committee during the year included the following:

[i)  reviewed the annual report and results announcement of the

Company for the years ended 31 December 2019;

i)  reviewed the interim report and interim results announcements of

the Company for the six months ended 30 June 2020;

(iii) reviewed the accounting principles and practices adopted by the
Group and other financial reporting maters;

liv)]  reviewed the results of external audit and had discussion with
external auditors on any significant findings and audit issues;

[v)  reviewed the results of internal review and had discussion with
internal audit consultant on any significant findings and internal
control issues;

(vi)  discussed with the external auditors before the audit commenced,
the nature and scope of the audit and the respective relevant
issues;

(vii) considered and approved the resignation of auditors, the
appointment of external auditors as well as approve its service
contract for the Year;

received the continuing connected transactions for the year ended

31 December 2020; and

(viii)

(ix] reviewed the Company’s compliance with the Corporate
Govemnance Code and disclosure in the Corporate Governance
Report.

Number of
attendance/

Director Eligible to attend

Mr. lee Ting Bun Denny 5/5
Mr. Pan liansheng 5/5
Ms. Ren Ruxian 5/5

There had been no disagreement between the Board and the Audit

and Corporate Governance Committee during the year ended 31
December 2020.
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AUDIT AND CORPORATE GOVERNANCE (Continved)

Review of 2020 annual results

The Audit and Corporate Governance Committee has also reviewed

the audited consolidated financial statements of the Group for the year
ended 31 December 2020.

The Audit Committee has reviewed and agreed with the views and
concemns of the independent auditor with respect to the qualified
opinion issued in relation to the consolidated financial statements of the
Group for the year ended 31 December 2020. The Audit and
Corporate Governance Committee nofed that the Board has undertaken
or in the progress of implementing measures to improve the Group's
liquidity and financial position. The Audit Committee has reviewed and
agreed with the Board’s position and has discussed with the
independent auditor.

Review of action plan to address the audit qualification on
factoring arrangement on certain trade receivables during the
year ended 31 December 2019

Pursuant fo the last year's audit qualification on factoring arrangement
on certain trade receivables during the year ended 31 December
2019 (the “Factoring Arrangement”), the Group engaged BDO
Financial Services Limited ("BDO") to investigate on the Factoring
Arrangement. In March 2021, BDO completed their investigation with
no significant irregularities identified. In addition to the independent
investigation of BDO, ZHONGHUI, the Company's independent
auditor, had performed review with specific procedures on the
Factoring Arrangement and assessed the factoring arrangement during
the year ended 31 December 2020 to check any repeated
imegularities. The result is safisfactory without irregularifies.

The independent investigation report of BDO, including BDO's
recommended remedial measures had been reviewed and accepted
by the independent investigation committee, which was led by the
Audit and Corporate Governance Committee, and the Board.
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AUDITOR’S REMUNERATION

ZHONGHUI was appointed as our external auditor by Directors in
October 2020 unfil the conclusion of the 2021 AGM. It is primarily
responsible for providing audit services in connection with the annual
consolidated financial statements.

An analysis of the remuneration paid or payable to ZHONGHUI and
is set out below:
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the
financial statements for the year ended 31 December 2020 which give
a true and fair view of the affairs of the Company and the Group and
of the Group's results and cash flows.

The management has provided to the Board such explanation and
information as are necessary to enable the Board to carry out an
informed assessment of the Company's financial statements, which are
put to the Board for approval. The Company provides all members of
the Board with monthly updates on the Company's performance,
positions and prospects.
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL STATEMENTS
(Continued)

Pursuant to C.1.3 of the CG Code, the Directors acknowledge their
responsibilities for preparing the financial statements, which give frue
and fair view of the Group. The Direcfors are aware that the Group
recorded a net loss of RMB387,249,000 for the year ended 31
December 2020, which included an impairment of goodwill of
RMB277.9 million and fair value gain of contingent consideration
liabilities of RMB20,010,000. As at 31 December 2020, the Group
had cash and cash equivalents amounted to RMB47,321,000, and
there were interest-bearing bank and other borrowings, convertible
bonds, lease liabilities and note payables totalling
RMB1,878,192,000 repayable within one year or on demand. In
addition, as at 31 December 2020, the Group had defaulted on the
convertible bonds amounted to RMB553,004,000 and entrusted loans
amounted to RMB299,116,000. The above defaults may frigger cross
default of certain other borrowings amounting to RMB897,388,000 as
at 31 December 2020. This condition indicates the existence of a
material uncertainty which may cast significant doubt on the Group's
ability to continue as a going concem. Therefore, the Group may be
unable fo realise its assets and discharge its liabilities in the normal
course of business.

The Company has implemented various financial plans and measures
fo address the issue in relation fo going concem, including but not
limited to:

(i) the Company has completed the issuance of new shares to
Mianyang Fule Investment Co., lid., o state-owned enterprise in
the PRC, for a consideration of approximately RMB263.3 million,
on 18 March 2021;

(i)  the proposed subscription for the Company's new shares by
Mianyang Science Technology City Development Investment
(Group) Co. lid for a consideration of more than RMB300
million;

(iii)  the proposed exfension and/or refinance of the convertible bonds
issued to China Huarong International Holdings Limited and
Prosper Rich Investments Limited with an aggregate principal
amount of HKD590 million;
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL STATEMENTS
(Continued)

(iv)] liaisons with banks/financial institutions from which the Group
has borrowings with repayment dates beyond 2021 and if
necessary, fo obfain confirmations that there has been no event fo
frigger the call provision, if any, as sfipulated in the relevant loan
agreements;

(v] liaisons with banks/financial institutions from which the Group
has borrowings to renew or extend the existing liabilities; and

(vi) if necessary, reduction of scale of the Group's operations so as
fo, on one hand, reduce its size of inventory, trade receivables
and other receivables and, on the other hand, increase its level of
cash.

The directors of the Company are therefore of the opinion that it is
appropriafe fo prepare the consolidated financial statements on a
going concern basis. Should the Group be unable to continue as a
going concern, adjustments would have to be made to the consolidated
financial statements to adjust fo value of the Group's assets to their
recoverable amounts, fo provide for any further liabilities which might
arise and fo reclassify non-current assets and liabilities as current assets
and liabilities, respectively.

And, the Board, as concurred by the Audit Commitiee, is of the view
that the inability of ZHONGHUI to obtain sufficient appropriate audit
evidence as described in the Independent Auditor’s Report under the
section headed “Basis for Qualified Opinion” is a hisforical event and
would only affect the financial information of the consolidated financial
statements for the year ended 31 December 2020 to the exfent
described under the section headed “Basis for Qualified Opinion”,
which would have affected the opening balances as of 1 January
2020. The Board does not expect the basis of the qualified opinion
relating fo the recoverability of goodwill and the carrying amount of
contingent consideration liabilities to affect the opening balances of the
financial year immediately subsequent fo the year ended 31 December
2020 (i.e. 1 January 2021) and hence the Board does not expect the
above fo recur in the consolidated financial statements for the year
ended 31 December 2021 and onwards except the financial
information fo be shown as comparative figures.
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INTERNAL CONTROL

The Board acknowledges that it is the responsibility of the Board fo
mainfain an adequate infernal control system to safeguard shareholder
invesiments and Company assets and review the effectiveness of such
system on an annual basis.

The Board has conducted a review of the effectiveness of the internal
confrol systfem of the Company and considers the internal control system
fo be effective and adequate.

The Company has arranged appropriate insurance cover in respect of
legal action against its directors.

The Board has established an internal audit function, which reports
directly to the Audit Committee fo determine whether the internal control
procedures are properly carried out throughout the year.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is responsible for the risk management
and infernal control systems and reviewing their effectiveness on an
ongoing basis. Such risk management and infernal control systems are
designed for managing risks rather than eliminating the risk of failure o
achieve business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss. The Board
has delegated its responsibilities (with relevant authorities) of risk
management and internal control to the Audit and Corporate
Governance Committee. The Audit and Corporate Governance
Committee (on behalf of the Board) oversees management in the
design, implementation and monitoring of the risk management and
internal control systems. During the year, the Board had conducted
review of the risk management and internal control system of the
Company before the date of this report through effort of the Audit and
Corporate Governance Committee.

During 2020, the Group has engaged an external consultant to
provide assistance in the development of a structured approach to risk
management and perform infernal confrol review.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

Main features of the risk management and internal control
systems

The Group's risk governance structure and the main responsibilities of
each level of the structure are summarised below:

Board

Defermines the business sirategies and obijectives of the Group,
and evaluates and determines the nature and extent of risks it is
willing to take in achieving the Group's strategic objectives;

Ensures that the Group esfablishes and maintains appropriate and
effective risk management and internal control systems; and

Oversees management in the design, implementation and
monitoring of the risk management and internal control systems.

Audit and Corporate Governance Committee

Assists the Board fo perform its responsibilities of risk management
and infernal control systems;

reviews the Company’s corporate governance policies and
practices (including risk management policy) and to make
recommendations to the Board:;

Ensures the adequacy of resources, staff qualifications and
experience, fraining programmes and budget of the Group's
accounting, internal audit and financial reporting functions; and

Considers key matters on risk management and infernal control,
and reports and makes recommendations to the Board.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

Main features of the risk management and internal control
systems (Continued)

Management
e Designs, implements and mainfains appropriate and effective risk
management and infernal control systems;

e I|dentifies, evaluates and manages the risks that may potentially
impact the major processes of the operations;

®  Monifors risks and takes measures to mitigate risks in dayto-day
operations;

®  Gives prompt responses fo, and follow up on risk management
and internal control matters; and

° Provides confirmation fo the Board and Audit Committee on the
effectiveness of the risk management and internal control systems.

Internal control consultant

®  Reports to the Audit Committee the findings of the infernal control
review and makes recommendations to the Board and
management to improve the material systems deficiencies or
control weaknesses identified.

HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

For the purpose of handling and disseminating inside information in
accordance with the Llisting Rules and the Securities and Futures
Ordinance (Cap 571 of the laws of Hong Kong, the Group has faken
various procedures and measures, including arousing the awareness to
preserve confidentiality of inside information within the Group, sending
blackout period and securities dealing restrictions nofification fo the
relevant directors and employees regularly, disseminating information to
specified persons on a needto-know basis and regarding closely to the
"Guidelines on Disclosure of Inside Information” issued by the Securities
and Futures Commission in June 201 2.

COMPLIANCE WITH LAWS AND REGULATIONS

During the year ended 31 December 2020, the Group was in
compliance with all the laws and regulations applicable fo the business
operations of the Group.
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COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The Company considers that effective communication with shareholders
is essential for enhancing investor relations and investor understanding
of the Group's business performance and strategies. The Company also
recognizes the importance of transparency and timely disclosure of
corporate information, which enables shareholders and investors to
make the best investment decisions.

To promote effective communication, the Company maintains a website
at "http: //www.cmru.com.cn”, where extensive information and
updates on the Group's business developments and operations,
financial information, corporate governance practices and other
information are available for public access.

Shareholders and investors may send written enquiries or requests fo the
Company as follows:

Address:  Unit 4402-03, COSCO Tower,

183 Queen's Road Central, Sheung Wan, Hong Kong
(For the attention of Corporate Communications Department]
Fax: +852 2587 /7199

Email:  ir@cmru.com.cn
Enquiries are dealt with in an informative and timely manner.

The Board welcomes views of shareholders and encourages them to
aftend general meetings to raise any concerns they might have with the
Board or the management directly. Board members and appropriate
senior staff of the Group are available at the meefings to answer any
questions raised by shareholders.

The Company continues to enhance communication and relationship
with its investors.

Designated senior management maintains regular dialogue with
institutional invesfors and analysts to keep them informed of the Group's
developments.

During the year ended 31 December 2020, there had been no

change in the constitutional documents of the Company.
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DIVIDEND POLICY

The Group adopted a dividend policy on 18 January 2019. A
summary of the policy is disclosed as below.

The Company considers stable and sustainable returns to shareholders
fo be its goal and endeavours to maintain a balance between meeting
shareholders’ expectations and prudent capital management with @
stable and sustainable dividend policy.

In accordance with the arficle of association of the Company and
subject to the relevant laws under Cayman Islands, the Company in
general meeting may from time to time declare dividends in any
currency fo be paid to the shareholders but no dividend shall be
declared in excess of the amount recommended by the Board.

Dividends may be declared and paid out of the profits of the
Company, realised or unrealised, or from any reserve set aside from
profits which the Directors determine is no longer needed. With the
sanction of an ordinary resolution dividends may also be declared and
paid out of share premium account or any other fund or account which
can be authorised for this purpose in accordance with the relevant laws
under Cayman lslands.

In deciding whether to propose a dividend and in determining the
dividend amount, the Board may take into account, amongst other
things, the actual and expected financial performance, the eamings,
distributable reserves, debts to equity ratio, return on equity, working
capital requirement, future expansion plans, and any other factors that
the Board deems appropriate.

The Board shall review this policy from time to time, as appropriate, to
ensure the effectiveness of this policy and shall discuss any revisions
that may be required.

COMPANY SECRETARY

The company secrefary of the Company is Mr. Cheung Ying Kwan.
Mr. Cheung has been informed of the requirement of the Rule 3.29 of
the Listing Rules, and he confirmed that he had attained no less than 15
hours of relevant professional training during the year ended 31

December 2020.
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SHAREHOLDERS’ RIGHT

To safeguard shareholders” inferests and rights, separate resolutions are
proposed at shareholders” meetings on each substantial issue, including
the election of individual directors, for shareholders’ consideration and
voting.

Under article 58 of the Articles of Association, the Company’s
shareholders may convene an extraordinary general meeting or put
forward proposals at shareholders” meetings pursuant to the Arficles of
Associafion. Any one or more shareholder(s) holding at the dafe of
deposit of the requisition not less than onetenth of the paid up capital
of the Company carrying the right of voting at general meetings of the
Company shall, by written requisition to the Board or the company
secretary, require an exfroordinary general meefing to be called by the
Board for the transaction of any business specified in such requisition;
and such meeting shall be held within two months after the deposit of
such requisition.

Shareholders may put forward proposals for consideration at a general
meeting in accordance with the Companies Law of the Cayman Islands
and the Arficles of Association.

As regards proposing a person for election as a director, the
procedures are available on the websites of the Company and the
Stock Exchange.

For the avoidance of doubt, shareholder(s) must deposit and send the
original duly signed written requisition, notfice or statement, or enquiry
(as the case may be) to the Company and provide their full name,
contact details and identification in order to give effect thereto.
Shareholders’ information may be disclosed as required by law.

The Company has not made any changes to ifs Arficles of Association
throughout the year ended 31 December 2020. An upfo-date version
of the Arficles of Association is available on the Company’s website
and the Stock Exchange’s website. Shareholders may refer to the
Articles of Association for further details of their rights.

All resolutions put forward af shareholders’ meetings will be voted by
poll pursuant to the Listing Rules and the poll voting results will be
posted on the websites of the Stock Exchange (www.hkexnews.hk| and
the Company (http: //www.cmru.com.cn) immediately affer the relevant
general meetings.
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ZHONGHUI

TO THE SHAREHOLDERS OF

CHINA METAL RESOURCES UTILIZATION LIMITED

(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of China Mefal
Resources Utilization Limited (the “Company”) and its subsidiaries
(collectively referred to as the "Group”) set out on pages 86 to 205,
which comprise the consolidated statement of financial position as at
31 December 2020, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then
ended, and nofes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, except for the possible effects of the matters described
in the Basis for Qualified Opinion section of our report, the
consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2020,
and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial
Reporting Standards (“IFRSs”) issued by the International Accounting
Standard Board (“IASB”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.
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TO THE SHAREHOLDERS OF
CHINA METAL RESOURCES UTILIZATION LIMITED
(Incorporated in the Cayman Islands with limited liability)

BASIS FOR QUALIFIED OPINION

(1)

(2)

Goodwill

We were unable to obtain sufficient appropriate audit evidence
fo satisfy ourselves as to the recoverability of goodwill amounted
fo approximately RMB277,895,000 as at 31 December 2019.
The Group recognised impairment losses on goodwill of
approximately RMB277,895,000 and RMB407,883,000 for
the year ended 31 December 2020 and 31 December 2019
respectively. VWe have not yet obtained sufficient and appropriate
audit evidence to satisfy ourselves as to these impairment losses
on goodwill and whether these impairment losses on goodwill
should be recognised in current or prior years.

Contingent consideration liabilities

We were unable fo obtain sufficient appropriate audit evidence
fo safisfy ourselves as to the carrying amount of contingent
consideration liabilities amounted to approximately
RMB151,305,000 as at 31 December 2019. The Group
recognised the following changes in fair values, interest expenses
and exchange differences in respect of contingent consideration
liabilities for the year ended 31 December 2020 and 31
December 2019. We have not yet obtained sufficient and
appropriate audit evidence fo satisfy ourselves as to these
changes in fair values, interest expenses and exchange
differences should be recognised in current or prior years.
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TO THE SHAREHOLDERS OF
CHINA METAL RESOURCES UTILIZATION LIMITED
(Incorporated in the Cayman Islands with limited liability)

BASIS FOR QUALIFIED OPINION (Continved)

Any adjustments to the figures as described above might have a
consequential effect on the Group's consolidated financial performance
and consolidated cash flows for the years ended 31 December 2020
and 2019, the consolidated financial position of the Group as at 31
December 2019, and the related disclosures thereof in the
consolidated financial statements.

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor's Responsibilities for
the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw atfention to nofe 2 to the consolidated financial statements,
which mentioned that the Group recorded a net loss of approximately
RMB387,249,000 for the year ended 31 December 2020, which
included an impairment loss on goodwill of approximately
RMB277,895,000. As at 31 December 2020, the Group had cash
and cash equivalents amounting to approximately RMB47,321,000,
and there were inferestbearing bank and other borrowings, convertible
bonds and nofe payables totalling RMB1,874,587,000 repayable
within one year or on demand. In addition, as af 31 December 2020,
the Group had defaulted on the repayment of convertible bonds
amounted to approximately RMB553,004,000 and entrusted loans
amounted to approximately RMB299,116,000. The above defaults
may trigger cross-default of cerfain other borrowings amounting to
approximately RMB897,388,000 as at 31 December 2020. These
conditions indicate the existence of material uncertainties which may
cast significant doubt on the Group's ability to continue as a going
concem. The consolidated financial statements have been prepared on
a going concern basis, the validity of which depends upon the results
of various financial plans and measures implemented by the Group.
Our opinion is not modified in respect of this matter.
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TO THE SHAREHOLDERS OF
CHINA METAL RESOURCES UTILIZATION LIMITED
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current year. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matters described in the
Basis for Qualified Opinion section and the Material Uncertainty
Related to Going Concem sectfion, we have defermined the matters
described below to be the key audit matters to be communicated in our
report.

Inventories

Refer to note 23 to the consolidated financial statements

The Group tested the amount of inventories for impairment. This
impairment test is significant to our audit because the balance of
inventories of RMB3 16,776,000 as at 31 December 2020 is material
fo the consolidated financial statements. In addition, the Group’s
impairment fest involves application of judgement and is based on
estimates.

Our audit procedures included, among others:

—  Assessing the Group's procedures on ordering and holding of
inventories;

—  Evaluating the Group's impairment assessment;

—  Assessing the marketability of the inventories;

—  Assessing the ageing of the inventories;

—  Assessing the net realisable values of the inventories; and
—  Checking subsequent sales and usage of the inventories.

We considered that the Group's impairment fest for inventories is
supported by the available evidence.
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TO THE SHAREHOLDERS OF
CHINA METAL RESOURCES UTILIZATION LIMITED
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Continved)

Property, plant and equipment and right-of-use assets

Refer to note 17 and 18 to the consolidated financial statements

The Group tested the amount of property, plant and equipment and
rightof-use assefs for impairment. This impairment test is significant to
our audit because the balance of property, plant and equipment of
approximately RMB563,953,000 and right-of-use assets of
approximately RMB120,011,000 as at 31 December 2020 are
material to the consolidated financial statements. In addition, the
Group's impairment fest involves application of judgement and is based
on assumptions and estimates.

Our audit procedures included, among others:
—  Assessing the identfification of the related cash generating unis;

—  Assessing the arithmetical accuracy of the value-in-use and fair
value less costs of disposal calculations;

—  Comparing the actual cash flows with the cash flow projections;

—  Assessing the reasonableness of the key assumptions (including
revenue growth, profit margins, terminal growth rates and
discount rates);

— Engaging our own valuer to assist us in assessing the
reasonableness of the discount rate;

—  Obtaining and checking to evidence to support the Group's
impairment assessment;

—  Assessing the competence, independence and integrity of the
external valuer engaged by client and our own engaged valuer;

—  Obtaining the external valuation reports and meeting with the
external valuer to discuss and challenge the valuation process,
methodologies used and market evidence fo support significant
judgments and assumptions applied in the valuation model;
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TO THE SHAREHOLDERS OF
CHINA METAL RESOURCES UTILIZATION LIMITED
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Continved)

Property, plant and equipment and right-of-use assets (Continued)

Refer to note 17 and 18 to the consolidated financial statements

(Continued)
—  Checking arithmetical accuracy of the valuation model; and

—  Checking key assumptions and input data in the valuation model
fo supporting evidence.

We considered that the Group's impairment test for property, plant and
equipment and right-of-use assets are supported by the available
evidence.

Trade receivables and advance payments to suppliers

Refer to notes 24 and 21 to the consolidated financial statements
The Group tested the amount of trade receivables and advance
payments to suppliers for impairment. This impairment test is significant
fo our audit because the balance of trade receivables and advance
payments to suppliers of RMB2,129,701,000 and
RMB1,957,978,000 respectively as at 31 December 2020 is
material to the consolidated financial statements. In addition, the
Croup's impairment test involve application of judgement and is based
on esfimates.

Our audit procedures included, among others:

—  Assessing the Group's procedures on granting credit limits and
credit periods to customers;

—  Assessing the Group's relationship and fransaction history with the
debtors:

—  Evaluating the Group's impairment and expected credit loss
assessments;

—  Assessing ageing of the debis;
—  Assessing creditworthiness of the customers and suppliers;

—  Checking subsequent sefflements from the customers;
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TO THE SHAREHOLDERS OF
CHINA METAL RESOURCES UTILIZATION LIMITED
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Continued)

Trade receivables and advance payments to suppliers (Continued)

Refer to notes 24 and 21 to the consolidated financial statements
(Continued)
—  Checking goods delivered from the suppliers; and

—  Assessing the disclosure of the Group's exposure fo credit risk in
the consolidated financial statements.

We considered that the Group's frade receivables and advance
payments fo suppliers are supported by the available evidence.

OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the Company's annual
report, but does not include the consolidated financial statements and
our auditor’s report thereon. The other information is expected to be
made available to us after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover
the other information and we will not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information identified above when
it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit, or otherwise
appears fo be materially misstated.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in
accordance with IFRSs issued by the International Accounting Standards
Board and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such infernal control as the directors determine is
necessary fo enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to
fraud or error.
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TO THE SHAREHOLDERS OF
CHINA METAL RESOURCES UTILIZATION LIMITED
(Incorporated in the Cayman Islands with limited liability)

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS (Continved)

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability fo continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either infend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due 1o fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you,
as a body, and for no other purpose. VWe do not assume responsibility
fowards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected fo influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's website at:

http:/ /www.hkicpa.org.hk/en/standards-and-regulations/standards /
auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Li Shun Fai

Audit Engagement Director

Practising Certificate Number P05498
Hong Kong, 31 March 2021
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Notes
Bt =

REVENUE EER Q
Cost of sales HEMA
GROSS PROFIT/(LOSS) EF,(£#H)
Other income/ (expenses), HapsBEW A (FAs)

gain/[loss), net Wz, (E518) 10
Selling and disfribution expenses HE RO HEFAX
Administrative expenses TH R
(Provision) /reversal of provision for RER (B) R RFE

doubtful debts, net
Finance costs BB IO 11
Share of loss of associates RGBS R RIE1E
Loss before tax BAT R 18
Income tax expense PRS2 14
Loss for the year attributable to AARFEEAEBLFEREE

owners of the Company 12
Other comprehensive income/(loss) #i&H 2w (EE) :

after tax:
ltlems that may be reclassified fo AIREEF DB E R IER -

profit or loss:
Exchange differences on translating &G HNE TSR IE =58

foreign operations

ltlems that will not be reclassified to
profit or loss:

Equity investment designated at fair
value through other comprehensive
income included in inferests in
associates: Changes in fair value

TEEF D EER=MIAR -

FEARBE R BB ZIETE

BENFEFAREGBEE
Wan e A

Other comprehensive income/(loss)
for the year, net of tax

BRBRFRNEM2ERE
(E1#8)

2020 2019

2020 20194
RMB’000 RMB'O00
ARBTR ARBETT
|glpiais 24,012,653
L EEEE  (24,270,594)
62,577 (257,941)
(33,320) 350,332
(21,637) [30,532)
(162,733 (130,046)
(47,005) 45,115
(170,004) (147,893)
(754) (4,8171)
(372,876) (175,776)
(14,373) [41,560)
(387,249) (217,336)
(15,335)

(2,600)

(24,935)



2020

2020 &

Notes RMB’000
B5E ARET T

Total comprehensive loss for the year "2 R #EH ABEER

attributable to owners of HE AR

the Company (344,237)
Loss per share SREE 15

Basic (RMB per share) ER(BRARE) (0.15)

Diluted (RMB per share] e (AR (0.15)

2019
20194
RMB'O00
ARETT

(242,271)

(0.08)

(0.08)



Notes
B5E

Non-current assets FRBEE
Property, plant and equipment M - BRE R 17
Rightof-use assets EREEE 18
Inferests in associates NIV 2 19
Goodwill IR 20
Prepayments, other receivables and  FEfF3K - EAb FEUGRIE K&

other assets HimEE 21
Deferred tax assets EETIRE E 22
Total non-current assets BIERENEE
Current assets REBEE
Inventories BE 23
Trade and bills receivables g 5 W IE M EIREE 24
Prepayments, other receivables and  FEfF 3R~ E b fEURFRIE K

other assefs Hh&EE 21
Derivative financial instrument PTESRITA 25
Amounts due from associates JE Wi Bt 5 R SR IE 26
Amounts due from related parties JE Uk BA B 5 k0B 27
Pledged deposits [REERUEES /N 28
Cash and cash equivalents RehReHEER 28
Total current assets BRBEE
Current liabilities REBEE
Trade and bills payables B RENFIENENFE 29
Other payables and accruals Hh FE A 50BN BT B A 30
Note payables AR 31
Interestbearing bank and FTERTT R E AR FE K

other borrowings 32
Liability component of convertible bonds A # j% & 5 B B F 305 33
Lease liabilities HEAE 34
Contingent consideration liabilities HAREEE 35
Amounts due to associates JE{ B & A B F0R 26
Amount due to related party JE 1~ R 5 k1A 27
Tax payable e IR
Total current liabilities BRBEE
Net current assets BERBEE
Total assets less current liabilities HEERARBERE

2020

2020
RMB’000
AR®T R

563,953
120,011
67,354

18,934
6,493

776,745

316,776
2,129,701

2,354,325
106,306
594
525,902
47,321

5,480,925

1,068,604
1,333,347
89,479

1,232,104
553,004
3,605
123,474
161,583
132,600
58,852

4,756,652

724,273

1,501,018

2019
20194
RMB'O00
ARETT

599,234
122,779

68,108
277,895

24,441
16,605

1,109,062

563,799
1,189,037

2,108,337
107,451
15,261

10

42,982
64,703

4,091,580

559,892
873,433
30,457

1,025,111
636,524
3,174

32,801
5,613
63,780

3,230,785

860,795

1,969,857



2020

2020 &

Notes RMB’000
B5E ARET T

Non-current liabilities FREBEE

Llease liabilities HEBE 34 7,517
Contingent consideration liabilities IAREBEE 35 -
Deferred government grants RIEBUT B 36 3,669
Deferred tax liabilities BERIBEEE 22 1,697
Total non-current liabilities BWIERBBaE 12,883
NET ASSETS FEE 1,488,135
EQUITY s

Share capital %N 37 yARWZ|
Reserves & 1,276,394
TOTAL EQUITY e 1,488,135

The consolidated financial statements on pages 94 to 205 were
approved and authorised for issue by the Board of Directors on 31

March 2021 and are signed on its behalf by:

Yu Jiangiu

AT

Chief Executive Officer

TTEABE,

2019
20194
RMB'O00

ARETT

3,361
151,305
4,007
1,097

159,770

1,810,087

211,741
1,598,346

1,810,087

ENE AR 205 A Z R A M BEHERN 2021
FIASI ARE=SHERFETZE - Wi

THEEREREE -

Kwong Wai Sun Wilson
BEE

Director

EF



Attributable fo owners ofthe Company

EICEEIN 1
Share-based Convertble
Share Share  Exchange Copital ~~ Stotutory ~ payment  Warrant  bondsequity  Considerafion  Accumuloted  Revaluafion
copiol ~ premium reserve reserve reserve reserve reserve reserve  share reserve losses reserve Totol
WRHAER TRRES  RERS
Ba  RMEE  EXBR  KABRE GERE  DORGE JRERERE  RRER B REE  EMRR 45
Notes fMBOO0  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOO0  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBIOOO
it ARMTT ARMTT ARMTT ARBTT ARETRT ARETR ARETR ARETT ARETT ARETR ARETR ARETR
At T Jonuory 2019 R01951818 2102441468419 (62783 132055 110,023 80,475 3,560 40539 04576 {151020) 0,600 1905688
Loss forhe year FhEE - - - - - - - - - 733 - 733
Other comprehensive loss FRENZEEE:
for the year:
Bxchange diferences on BERATRENEH
franslofon of e Compony ENELZE
and he foreign operatons - - 15,335 - - - - - - - - 15,335
Changes infor volue of on BERATRIALRRE
equly inesnent designoled — EAIRARER
offai volue fhrough oter ATHEES
comprehensive income - - - - - - - - - - 9,600/ [9.600]
Tolol comprehensive oss ENCEERLE
for e yeor - - (15,333 - - - - - - 733 (96000 (242.271]
lsuonce of oy shores ¥Rk v 1497 70390 - - - - - - - - - T8
Appropiaton o ERiTRR
saluory reserves - - - - 12097 - - - - 12,097) - -
Equysefled IEaEENERE
shore opfion arongemen's - - - - - 873 - - - - - 873
lapsed/foreied dung he yeor — FAR&H/ 2K - - - - - 1313 - - - 313 - -
Considercion share RERAZE
arangemen's 30wl - - - - - - - - 73910 - - 73910
A 31 Decenber 2019 and RN19F12A318R
1 Jonuary 2020 NNF1R18 17411538809 {78,118 132055 122120 81,03 3,560 40539 138486 (380,140) - 1,810,087
Lossfor the yeor MR - - - - - - - - - (37249 - 37209
Other comprehensie loss ERMEMZERE:
forhe year:
Exchange diferences on RERDARENER
franslofon of e Company ELNELZE
ond the foreign operafons - - 43012 - - - - - - - - 43012
Tolol comprehensive loss ENREERLE
for e yeor - - 43012 - - - - - - 387,49 - a2
Appropriofion o BRTIRRE
soluory feserves - - - - 9818 - - - - (9.818) - -
lopsed /foeied duing the veor K/ 7K - - - - - 15,031) - - - 5031 - -
Expiy of worar fiiEahiER 300 - - - - - - [3,560) - - 3560 - -
Issue of convertble bonds EATRRES 3 - - - - - - - 22,285 - - - 22,285
Transfer to accumulated losses BETEHER - - - - - - - 40,539) - 40,539 - -
N Db l)  RUNEDAIE OISR RS0 1005 NgE 0w < RES IBee pROT - 181
Note: st

(i) * These reserve accounts comprise the consolidated reserves of RMB1,276,394,000 (i)

[2019: RMB1,598,346,000) in the consolidated statement of financial position.

TRERBEREEEREEBRAMBHARERAN
FEFEBEARE,276,394,0007T(20194F : AR¥
1,598,346,0007T) °



Cash flows from operating activities
Loss before tax

Adjustments for:
Changes in fair value of contingent
consideration liabilities
Consideration shares for
invenfory procurement
Deferred expense
Depreciation
Depreciation of rightofuse assets
Equitysetiled share option expense
Fair value gain on derivative
financial instrument
Finance costs
Foreign exchange differences, net
Impairment of goodwill
Impairment of inferests in associates
Impairment of rightof-use assefs
Interest income
Loss on disposal of items of property, plant
and equipment
Loss on modification of convertible bonds
Provision for inventories
Provision/[reversal of provision| for doubtful
debts, net
Written-off of property,
plant and equipment
Share of loss of associates

RETHHBRERE
BR B A1 &S 18
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EREEERE
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HEVE - BFE LEREEE
Z B8

CHIREGIET w5

FERE

RERBE (BUBB@) T8

L NI

Operating profit before working
capital changes
Change in invenfories
Change in other payables and accruals
Change in prepayments, other receivables
and other assets
Change in frade and bills payables
Change in frade and bills receivables

LEESEIHNEREF

A B R A B RS
TETE - LB ERIE R A
EEw

H 518 (5008 % 8 S
5 IR R R )

Cash generated from/(used in) operations
Income tax paid

LEMSE/ (R RE
2 S

2020

2020
RMB’000
AR®T R

(372,876)

(20,010)

1,145
170,004

277,895

3,291
(14,648)

22,654
137

47,005

30

170,632
246,886
452,854

(231,691)
508,712
(987,669)

159,724
(7,935)

2019
20194
RMB'O00
ARETT

(175,776)

(240,395)

73,210
53
45,857
7,758
873

(107,451)
147,893
(6,763)
407,883
102,129

(4306)
285

3,059

[45,115)

4,811

218,575
(134,333)
346,092

(570,993)
16,537
(264,591)

(388,713)
(24,070)



Net cash generated from/(used in)
operating acfivities

rmEESME,/(FA)
FRERE

Cash flows from investing activities
(Increase)/decrease in pledged deposits
Purchase of property, plant and equipment
Advance fo associates
Proceeds from disposal of items of property,
plant and equipment
Repayment from associates and
related parties

REFZBFERERE

BHIRFR (),

Lot NG

HEME - BFELREEE
S 500R

Bt N A R Ry (EEFUR

Interest received SIS

Increase in contingent consideration liabilities AR (E & FE N

Net cash (used in)/generated from REZEH (FA) e
investing activities FRHERE

Cash flows from financing activities METHAERERE

New bank loans and other borrowings
Advance from related parties and associates
Guarantee fees and other charges
Repayment of bank loans and

other borrowings
Repayment fo related parties and associates
Inferest paid
Repayment of nofe payables
Principal portion of lease liabilities
Proceed from issue of notes
Repayment of convertible bonds

FIRTTE R R EABE R

KA R T KB R R B AR
ERERMEMAX
BERITERMEMER

SPAEa) IS E I NCIE /]
ERFE

BIRENRE
HERENASED
BITRBZ A

B A R fE 7

Net cash generated from financing activities

METBHMEFRETAE

Net decrease in cash and cash equivalents

BeRBSEEERNERD

Cash and cash equivalents at beginning FYReMHLFERE
of year

Effect of foreign exchange rate changes, net  [EREB)FR 2

Cash and cash equivalents at end of year EXRBEERBEEEER

Andlysis of cash and cash equivalents RERRESEHB M

Bank and cash balances Be RRTEH

2020

2020 F
RMB’000
ARBTR

151,789

(482,920)
(16,934)
(293)

1

(484,742)

1,127,068
380,993
(2,513)

(920,075)
(124,647)
(116,497)
(17,786)
(3,673)

322,870

(10,083)

64,703
(7,299)

47,321

47,321

2019
20194
RMB'O00
ARETT

(412,783)

8,830
(17,737)

/767,253
(57]
(200,690)
[75,523)
(78,572)
(19,677)
(6,053)

31,698
(8,805)

319,574

[48,561)

112,935
329

64,703

64,703



GENERAL INFORMATION

China Mefal Resources Utilization Limited (“the Company”) was
incorporated in the Cayman Islands on 22 February 2013.

The Company and its subsidiaries (together referred to as “the
Group”) are principally engaged in the manufacturing and
frading of copper and related products. The shares of the
Company have been listed on the Main Board of The Stock
Exchange of Hong Kong Limited (“the Stock Exchange”) since 21
February 2014. In the opinion of the directors, the holding
company and ultimate holding company of the Company is
Epoch Keen Limited ("Epoch Keen”), which is incorporated in the
British Virgin Islands (“BVI").

The consolidated financial statements are presented in Renminbi
("RMB"), while the Company’s functional currency is Hong Kong
Dollars.

GOING CONCERN BASIS

For the year ended 31 December 2020, the Group recorded a
net loss of RMB387,249,000. As at 31 December 2020, the
Group had cash and cash equivalents amounted to
RMB47,321,000, and there were inferest-bearing bank and
other borrowings, convertible bonds and nofe payables totalling
RMB1,874,587,000 repayable within one year or on demand.
In addition, as at 31 December 2020, the Group had defaulted
on the repayment of convertible bonds with an aggregate
principal amount of HK$590,000,000 (approximately
RMB553,004,000) and entrusted loans amounted to
RMB299,116,000. The above defaults may trigger cross default
of certain other borrowings amounting to RMB897,388,000 as
af 31 December 2020. This condition indicates the existence of
a material uncertainty which may cast significant doubt on the
Group's ability to confinue as a going concern. Therefore, the
Group may be unable fo realise ifs assets and discharge its
liabilities in the normal course of business. These consolidated
financial statements have been prepared on a going concern
basis, the validity of which depends upon the results of various
financial plans and measures.
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GOING CONCERN BASIS (Continved)

In order to address the issue in relation to going concern, the
Company has implemented, or is in the process of implementing
various financial plans and measures to mitigate the liquidity

pressure and to improve its financial position. These measures
include but not limited to the following:

(i)

(i)

(i)

(iv)

v)

(vi

(vii)

the Company has completed the issuance of new shares to
Mianyang Fule Investment Co., ltd., a state-owned
enferprise in the PRC, for a consideration of approximately

RMB263.3 million, on 18 March 2021:

the subscription for the Company’s new shares by
Mianyang Science Technology City Development Investment
(Group) Co. lid for a consideration of more than RMB300

million;

the extension and/or refinance of the convertible bonds
issued to China Huarong Infernational Holdings Limited and

Prosper Rich Investments Limited with an aggregate principal
amount of HK$590 million;

liaisons with banks/financial institutions from which the
Group has borrowings with repayment dates beyond 2021
and if necessary, to obtain confirmations that there has
been no event fo frigger the call provision, if any, as
stipulated in the relevant loan agreements;

liaisons with banks/financial institutions from which the
Group has borrowings to renew or extend the existing
liabilities;

it necessary, reduction of scale of the Group's operations
so as fo, on one hand, reduce ifs size of inventory, frade
receivables and other receivables and, on the other hand,
increase its level of cash; and

the management will consider other financial arrangements
with a view fo increasing the Group's equity.
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GOING CONCERN BASIS (Continved)

The directors of the Company are of the opinion that the proceed
of RMB263.6 million from the placing on 18 March 2021,
future cash flow generated from operation together with the
financial plans and measures will be sufficient to repay liabilities.
The directors of the Company are therefore of the opinion that it
is appropriafe to prepare the consolidated financial statements on
a going concemn basis. Should the Group be unable to continue
as a going concern, adjustments would have to be made to the
consolidated financial statements to adjust the value of the
Group's assefs fo their recoverable amounts, to provide for any
further liabilities which might arise and to reclassify non-current
assets and liabilities as current assets and liabilities, respectively.
The effects of these adjustments have not been reflected in the
consolidated financial statements.

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and
revised International Financial Reporting Standards (“IFRSs”)
issued by the Inferational Accounting Standards Board (“IASB”)
that are relevant to ifs operations and effective for its accounting
year beginning on 1 January 2020. IFRSs comprise Infernational
Financial Reporting Standards; International Accounting Standards
("IAS") and Interprefations. The adoption of these new and
revised IFRSs did not result in significant changes to the Group's
accounting policies, presentation of the Group’s consolidated
financial statements and amounts reported for the current year
and prior years.

The Group has not applied the new and revised IFRSs that have
been issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new and
revised IFRSs but is not yef in a position fo state whether these
new and revised IFRSs would have a material impact on its results
of operations and financial position.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with IFRSs issued by the IASB, accounting principles
generally accepted in Hong Kong and the applicable disclosures
required by the Rules Goveming the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”] and by
the Hong Kong Companies Ordinance.

The consolidated financial stafements have been prepared under
the historical cost convention, as modified by the revaluation of
derivative financial instrument and contingent consideration
liabilities which is carried at its fair value. The consolidated
financial statements are presented in RMB and all values are
rounded to the nearest thousand except when otherwise
indicated.

The preparation of the consolidated financial statements in
conformity with IFRSs requires the use of cerfain key assumptions
and estimates. It also requires the directors of the Company to
exercise their judgements in the process of applying the
accounting policies. The areas involving critical judgements and
areas where assumptions and estimates are significant fo these
consolidated financial statements, are disclosed in note 5.

The significant accounting policies applied in the preparation of
the consolidated financial statements are set out below.

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
December. Subsidiaries are entities over which the Group has
confrol. The Group controls an entity when it is exposed, or has
rights, to variable returns from ifs involvement with the entity and
has the ability to affect those returns through its power over the
entity. The Group has power over an entity when the Group has
existing rights that give it the current ability to direct the relevant
activities, i.e. activities that significantly affect the entity’s refurns.

When assessing control, the Group considers ifs pofential voting
rights as well as potential voting rights held by other parties, fo
determine whether it has control. A potential voting right is
considered only if the holder has the practical ability fo exercise
that right.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Consolidation (Continuved)

Subsidiaries are consolidated from the dafe on which confrol is
fransferred to the Group. They are deconsolidated from the date
the control ceases.

The gain or loss on the disposal of a subsidiary that results in a
loss of control represents the difference between (i) the fair value
of the consideration of the sale plus the fair value of any
investment refained in that subsidiary and [ii) the Company's
share of the net assets of that subsidiary plus any remaining
goodwill relating to that subsidiary and any related accumulated
foreign currency translation reserve.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
fransaction provides evidence of an impairment of the asset
fransferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies

adopted by the Group.

Profit or loss and each component of other comprehensive income
are affributed to the owners of the Company and to the non-
controlling shareholders even if this results in the non-controlling
inferesfs having a deficit balance.

Changes in the Company’s ownership interest in a subsidiary that
do not result in a loss of control are accounted for as equity
fransactions [i.e. fransactions with owners in their capacity as
owners). The carrying amounts of the confrolling and non-
controlling interests are adjusted fo reflect the changes in their
relative interests in the subsidiary. Any difference between the
amount by which the non-confrolling interests are adjusted and
the fair value of the consideration paid or received is recognised
directly in equity and attributed to the owners of the Company.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combination and goodwill

The acquisition method is used to account for the acquisition of a
subsidiary in a business combination. The cost of acquisition is
measured af the acquisition-date fair value of the assets given,
equity instruments issued, liabilities incurred and contingent
consideration. Acquisition-related costs are recognised as
expenses in the periods in which the costs are incurred and the
services are received. Identifiable assets and liabilities of the
subsidiary in the acquisition are measured af their acquisition-date
fair values.

The excess of the cost of acquisition over the Company’s share of
the net fair value of the subsidiary’s identifiable assets and
liabilities is recorded as goodwill. Any excess of the Company's
share of the net fair value of the identifiable assefs and liabilities
over the cost of acquisition is recognised in consolidated profit or
loss as a gain on bargain purchase which is atiributed to the
Company.

If the changes in the value of the previously held equity interest in
the subsidiary were recognised in other comprehensive income
(for example, equity investments at fair value through other
comprehensive income), the amount that was recognised in other
comprehensive income is recognised on the same basis as would
be required if the previously held equity interest were disposed of.

Goodwill is fested annually for impairment or more frequently if
events or changes in circumstances indicate that it might be
impaired. Goodwill is measured at cost less accumulated
impairment losses. The method of measuring impairment losses of
goodwill is the same as that of other assets as stated in the
accounting policy below. Impairment losses of goodwill are
recognised in consolidated profit or loss and are not subsequently
reversed. Goodwill is allocated to cash-generating units that are
expected fo benefit from the synergies of the acquisition for the
purpose of impairment tesfing.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of an enfity but is not
control or joint control over those policies. The existence and
effect of potential voting rights that are currently exercisable or
convertible, including potential voting rights held by other entities,
are considered when assessing whether the Group has significant
influence. In assessing whether a potential voting right contributes
fo significant influence, the holder’s intention and financial ability
fo exercise or convert that right is nof considered.

Investment in an associate is accounted for in the consolidated
financial statements by the equity method and is initially
recognised at cost. Identifiable assefs and liabilities of the
associate in an acquisition are measured at their fair values af the
acquisition date. The excess of the cost of acquisition over the
Group's share of the net fair value of the associate’s identifiable
assets and liabilities is recorded as goodwill. The goodwill is
included in the carrying amount of the investment and is tested for
impairment together with the investment at the end of each
reporting period when there is objective evidence that the
investment is impaired. Any excess of the Group's share of the nef
fair value of the identifiable assets and liabilities over the cost of
acquisition is recognised in consolidated profit or loss.

The Group's share of an associate’s postacquisition profits or
losses is recognised in consolidated profit or loss, and ifs share of
the postacquisition movements in reserves is recognised in the
consolidated reserves. The cumulative postacquisition movements
are adjusted against the carrying amount of the investment. VWhen
the Group's share of losses in an associate equals or exceeds its
interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless it
has incurred obligations or made payments on behalf of the
associafe. If the associate subsequently reports profits, the Group
resumes recognising its share of those profits only after its share of
the profits equals the share of losses not recognised.

4.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Associates (Continued)

The gain or loss on the disposal of an associate that results in @
loss of significant influence represents the difference between |i)
the fair value of the consideration of the sale plus the fair value of
any investment refained in that associate and [ii] the Group's
share of the nef assets of that associate plus any remaining
goodwill relating to that associate and any related accumulated
foreign currency translation reserve. If an investment in an
associafe becomes an investment in a joint venture, the Group
continues to apply the equity method and does not remeasure the
refained inferest.

Unrealised profits on transactions between the Group and its
associafes are eliminated fo the extent of the Group's interests in
the associates. Unrealised losses are also eliminated unless the
fransaction provides evidence of an impairment of the asset
fransferred. Accounting policies of associates have been changed
where necessary to ensure consistency with the policies adopted

by the Group.

Foreign currency translation

(@)  Functional and presentation currency
ltems included in the financial statements of each of the
group entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presenfed in RMB, which is the Company’s
functional currency and the Group's presentation currency.

(b) Transactions and balances in each entity’s financial

statements

Transactions in foreign currencies are franslated info the
functional currency on initial recognition using the exchange
rates prevailing on the transaction dates. Monetary assets
and liabilities in foreign currencies are translated at the
exchange rafes af the end of each reporting period. Gains
and losses resulting from this translation policy are
recognised in profit or loss.

Non-monetary items that are measured af fair values in
foreign currencies are translated using the exchange rates
at the dates when the fair values are defermined.

4.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currency translation (Confinued)

(b)

(c)

Transactions and balances in each entity’s financial
statements (Continued)

When a gain or loss on a non-monetary item is recognised
in other comprehensive income, any exchange component
of that gain or loss is recognised in other comprehensive
income. When a gain or loss on a non-monetary item is
recognised in profit or loss, any exchange component of
that gain or loss is recognised in profit or loss.

Translation on consolidation

The results and financial position of all the group entities
that have a functional currency different from the Company’s
presentation currency are translated into the Company's
presentation currency as follows:

li)  Assets and liabilities for each statement of financial
position presented are translated at the closing rate at
the date of that statement of financial position;

[i)  Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect of
the rates prevailing on the transaction dates, in which
case income and expenses are translated at the
exchange rates on the transaction dates); and

(i) Al resulting exchange differences are recognised in
the foreign currency franslation reserve.

On consolidation, exchange differences arising from the
franslation of the net investment in foreign entities and of
borrowings are recognised in the foreign currency translation
reserve. When a foreign operation is sold, such exchange
differences are recognised in consolidated profit or loss as part of
the gain or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition of
a foreign entity are freated as assets and liabilities of the foreign
entity and translated at the closing rafe.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated
depreciation and impairment losses.

Subsequent costs are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are recognised in
profit or loss during the period in which they are incurred.

Depreciation of property, plant and equipment is calculated at
rates sufficient to write off their cost less their residual values over
the estimated useful lives on a sfraightline basis. The principal
annual rafes are as follows:

Buildings The shorter of the unexpired
ferm of lease and their
estimated useful lives, being
no more than 20 years affer
the date of complefion

510 10 years

3 to 10 years

3 to 10 years

Plant and machinery
Fumiture, fittings and equipment
Motor vehicles

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each
reporting period.

Construction in progress represents buildings under construction
and plant and machinery pending installation, and is stafed af
cost less impairment losses. Depreciation begins when the
relevant assets are available for use.

The gain or loss on disposal of property, plant and equipment is
the difference between the net sales proceeds and the carrying
amount of the relevant asset, and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

The Group as lessee

leases are recognised as rightof-use assets and corresponding
lease liabilities when the leased assets are available for use by
the Group. Rightof-use assefs are sfated at cost less accumulated
depreciation and impairment losses. Depreciation of rightof-use
assets is calculated at rates to write off their cost over the shorter
of the asset’s useful life and the lease term on a straightline basis.
The principal annual rate is as follows:

Over the lease term
Over the lease term
510 10 years
3 to 10 years
3 to 10 years

leasehold land

Properties

Plant and machinery

Fumiture, fittings and equipment
Motor vehicles

Rightof-use assets are measured at cost comprising the amount of
the initial measurement of the lease liabilities, lease payments
prepaid, initial direct costs and the restoration costs. lease
liabilities include the net present value of the lease payments
discounted using the interest rate implicit in the lease if that rate
can be determined, or otherwise the Group’s incremental
borrowing rate. Each lease payment is allocated between the
liability and finance cost. The finance cost is charged to profit or
loss over the lease term so as to produce a consfant periodic rafe
of interest on the remaining balance of the lease liability.

Payments associated with shortterm leases and leases of low-
value assefs are recognised as expenses in profit or loss on a
straightline basis over the lease terms. Shortterm leases are
leases with an initial lease term of 12 months or less. Low-value
assets are assets of value below US$5,000 (approximately
equivalent fo RMB35,000).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is defermined using the weighted average basis. The
cost of finished goods and work in progress comprises raw
materials, direct labour and an appropriate proportion of all
production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the estimated
cosfs of completion and the esfimated cosfs necessary to make
the sale.

Construction contracts in progress

Construction contracts in progress are sftafed af the lower of cost
and net realisable value. Cost comprises materials, direct labour,
borrowing costs capitalised and other direct costs attributable to
such contracts. Net realisable value is defermined by reference to
the confract prices.

Recognition and derecognition of financial instruments

Financial assets and financial liabilities are recognised in the
statfement of financial position when the Group becomes a party
fo the confractual provisions of the insfruments.

Financial assets are derecognised when the contractual rights to
receive cash flows from the assets expire; the Group transfers
substantially all the risks and rewards of ownership of the assets;
or the Group neither transfers nor refains subsfantially all the risks
and rewards of ownership of the assefs but has not refained
confrol on the assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the sum of
the consideration received is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial assets

Financial assets are recognised and derecognised on a trade
date basis where the purchase or sale of an asset is under a
contract whose terms require delivery of the asset within the
fimeframe established by the market concemed, and are initially
recognised at fair value, plus directly attributable transaction costs
except in the case of investments at fair value through profit or
loss. Transaction costs directly aftributable to the acquisition of
investments at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assefs of the Group are classified under the following
categories:

—  Financial assets at amortised cost

—  Equity investments af fair value through other comprehensive
income;

—  Investments af fair value through profit or loss.

(i)  Financial assets at amortised cost
Financial assets (including trade, loan and other
receivables) are classified under this category if they safisfy
both of the following conditions:

—  the assets are held within a business model whose
objective is to hold assefs in order to collect
contractual cash flows: and

— the contractual terms of the assets give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

They are subsequently measured at amortised cost using the
effective interest method less loss allowance for expected
credit losses.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial assets (Continved)

(i)

(iii)

Equity investments at fair value through other
comprehensive income

On initial recognition, the Group can make an irevocable
election (on an instrument-by-instrument basis) to designate
investments in equity instruments that are not held for trading
as at fair value through other comprehensive income.

Equity investments at fair value through other comprehensive
income are subsequently measured at fair value with gains
and losses arising from changes in fair values recognised in
other comprehensive income and accumulated in the equity
investment revaluation reserve. On derecognition of an
investment, the cumulative gains or losses previously
accumulated in the equity investment revaluation reserve are
not reclassified fo profit or loss.

Dividends on these investments are recognised in profit or
loss, unless the dividends clearly represent a recovery of
part of the cost of the investment.

Investments at fair value through profit or loss

Financial assefs are classified under this category if they do
not meet the conditions to be measured at amortised cost
and the conditions of debt investments at fair value through
other comprehensive income unless the Group designates
an equity investment that is not held for trading as at fair
value through other comprehensive income on initial
recognition.

Investments at fair value through profit or loss are
subsequently measured at fair value with any gains or losses
arising from changes in fair values recognised in profit or
loss. The fair value gains or losses recognised in profit or
loss are net of any interest income and dividend income.
Interest income and dividend income are recognised in
profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit losses
on financial assets at amortised cost and debt investments at fair
value through other comprehensive income. Expected credit
losses are the weighted average of credit losses with the
respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures the loss
allowance for a financial instrument at an amount equal fo the
expected credit losses that result from all possible default events
over the expected life of that financial instrument (“lifetime
expected credit losses”) for frade receivables or if the credit risk
on that financial instrument has increased significantly since initial
recognition.

If, at the end of the reporting period, the credit risk on a financial
instrument (other than trade receivables) has not increased
significantly since initial recognition, the Group measures the loss
allowance for that financial instrument at an amount equal to the
portion of lifetime expected credit losses that represents the
expected credit losses that result from default events on that
financial instrument that are possible within 12 months after the
reporting period.

The amount of expected credit losses or reversal to adjust the loss
allowance at the end of the reporting period to the required
amount is recognised in profit or loss as an impairment gain or
loss.

Cash and cash equivalents

For the purpose of the sfatement of cash flows, cash and cash
equivalents represent cash at bank and on hand, demand
deposits with banks and other financial insfitutions, and shortterm
highly liquid investments which are readily convertible info known
amounts of cash and subject fo an insignificant risk of change in
value. Bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according
fo the substance of the confractual arrangements entered into and
the definitions of a financial liability and an equity instrument
under IFRSs. An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting all of its
liabilities. The accounting policies adopted for specific financial
liabilities and equity instruments are sef out below.

Convertible loans

Convertible loans which entfitle the holder to convert the loans into
a fixed number of equity instruments at a fixed conversion price
are regarded as compound instruments consist of a liability and
an equity component. At the date of issue, the fair value of the
liability component is estimated using the prevailing market
interest rate for similar non-convertible debt. The fair value of any
derivative features embedded in the compound instruments is
included in the liability component. The difference between the
proceeds of issue of the convertible loans and the fair values
assigned to the liability component, representing the embedded
option for the holder to convert the loans info equity of the Group,
is included in equity as capifal reserve. The liability component is
carried as a liability af amortised cost using the effective inferest
method until extinguished on conversion or redemption. The
derivafive components are measured af fair value with gains and
losses recognised in profit or loss.

If the identifiable consideration received by the Group appears to
be less than the fair value of the convertible loans issued, the
Group measures the unidentifiable services received (to be
received) as the difference between the fair value of the
convertible loans issued and that of the identifiable consideration
received, and the difference is recognised in profit or loss.

Transaction costs are apportioned between the liability and equity
components of the convertible loans based on their relative
carrying amounts af the date of issue. The portion relating to the
equity component is charged directly to equity.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred, and subsequently measured at amortised cost
using the effective interest method.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer seftlement of the liability for at
least twelve months affer the reporting period.

Trade and other payables

Trade and other payables are initially recognised at fair value
and subsequently measured at amortised cost using the effective
interest method unless the effect of discounting would be
immaterial, in which case they are sfated at cost.

Derivative financial instruments

Derivatives (including contingent considerations under business
combinations| are initially recognised and subsequently measured
at fair value with any gains or losses arising from changes in fair
values recognised in profit or loss.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Revenue from contracts with customers

Revenue is measured based on the consideration specified in @
confract with a customer with reference fo the customary business
practices and excludes amounts collected on behalf of third
parties. For a contract where the period between the payment by
the customer and the transfer of the promised product or service
exceeds one year, the consideration is adjusted for the effect of a
significant financing component.

The Group recognises revenue when it satisfies a performance
obligation by fransferring control over a product or service to a
customer. Depending on the terms of a contract and the laws that
apply fo that contract, a performance obligation can be satisfied
over time or at a point in time. A performance obligation is
satisfied over time if:

—  the customer simultaneously receives and consumes the
benefits provided by the Group's performance;
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue from contracts with customers (Confinved)

the Group's performance creates or enhances an asset that
the customer controls as the asset is created or enhanced:;
or

the Group's performance does not create an asset with an
alternative use to the Group and the Group has an
enforceable right to payment for performance completed to
date.

If a performance obligation is satisfied over time, revenue is
recognised by reference to the progress towards complete
satisfaction of that performance obligation. Otherwise, revenue is
recognised af a point in time when the customer obtains control
of the product or service.

Other income

Inferest income is recognised on a time-proportion basis using the
effective interest method.

Employee benefits

(a)

(b)

Employee leave entitlements

Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual leave
and long service leave as a result of services rendered by
employees up to the end of the reporting period.

Employee entitlements to sick leave and matemity leave are
not recognised until the time of leave.

Pension obligations

The Group contributes fo defined contribution retirement
schemes which are available to all employees.
Contributions to the schemes by the Group and employees
are calculated as a percentage of employees’ basic
salaries. The refirement benefit scheme cost charged fo
profit or loss represents contributions payable by the Group
fo the funds.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Employee benefits (Continued)

(b)  Pension obligations (Continued)

The Group also participates in a defined contribution
refirement scheme organised by the government in the PRC.
The Group is required fo contribute a specific percentage of
the payroll of its employees to the refirement scheme. The
confributions are charged to profit or loss as they become
payable in accordance with the rules of the retirement
scheme. No forfeited confributions may be used by the
employers fo reduce the existing level of contributions.

() Termination benefits
Termination benefits are recognised at the earlier of the
dates when the Group can no longer withdraw the offer of
those benefits and when the Group recognises restructuring
costs and involves the payment of termination benefits.

Share-based payments

The Group issues equity-setiled share-based payments to certain
directors and employees. Equity-setiled share-based payments are
measured at the fair value [excluding the effect of non market-
based vesting conditions) of the equity instruments at the date of
grant. The fair value determined at the grant date of the equity-
seffled share-based payments is expensed on a straightline basis
over the vesting period, based on the Group's estimate of shares
that will eventually vest and adjusted for the effect of non market-
based vesting conditions.

Borrowing costs

Borrowing costs directly affributable to the acquisition, construction
or production of qualifying assefs, which are assets that
necessarily fake a substantial period of fime to get ready for their
infended use or sale, are capitalised as part of the cost of those
assefs, until such time as the assets are substantially ready for their
intended use or sale. Investment income eamed on the femporary
investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for
capitalisation.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Borrowing costs (Continued)

To the extent that funds are borrowed generally and used for the
purpose of obtaining a qualifying asset, the amount of borrowing
costs eligible for capitalisation is determined by applying a
capitalisation rate to the expenditures on that asset. The
capitalisation rafe is the weighted average of the borrowing costs
applicable to the borrowings of the Group that are outstanding
during the period, other than borrowings made specifically for the
purpose of obtaining a qualifying assef.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Government grants

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions
affaching to it and that the grant will be received.

Government grants relating to income are deferred and
recognised in profit or loss over the period to match them with the
costs they are infended to compensate.

Government grants that become receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

Government grants relating to the purchase of assefs are
deducted from the carrying amount of the assefs. The grant is
recognised in profit or loss over the life of a depreciable asset by
way of a reduced depreciation charge.

Taxation

Income tax represents the sum of the current tax and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit recognised in profit or loss
because it excludes items of income or expense that are faxable
or deductible in other years and it further excludes items that are
never taxable or deductible. The Group's liability for current tax is
caleulated using fax rates that have been enacted or substantively
enacted by the end of the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable tfemporary differences and deferred tax
assets are recognised fo the extent that it is probable that taxable
profits will be available against which deductible temporary
differences, unused tax losses or unused tax credits can be
utilised. Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial
recognition [other than in a business combination) of other assets
and liabilities in a fransaction that affects neither the taxable profit
nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed af the end
of each reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to
allow all or part of the asset fo be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is setfled or the assef is
realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period. Deferred
fax is recognised in profit or loss, except when it relates fo items
recognised in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other
comprehensive income or directly in equity.

The measurement of deferred tax assets and liabilities reflects the
fax consequences that would follow from the manner in which the
Croup expects, at the end of the reporting period, to recover or
sefile the carrying amount of its assefs and liabilities.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current fax liabilities and when they relate to income taxes levied
by the same faxation authority and the Group intends fo seftle its
current fax assets and liabilities on a net basis.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Related parties

A related party is a person or entity that is related to the Group.

(A

(B]

A person or a close member of that person’s family is
related fo the Group if that person:

(i)
(if)
(ifi)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the
Company or of a parent of the Company.

An entity is related to the Group if any of the following
conditions applies:

(i)

(i)

(i)

(iv)

v)

)

The entity and the Company are members of the same
group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of
a group of which the other entity is a member).

Both enfities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

The entity is a postemployment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group. If the Group s itself such a plan,
the sponsoring employers are also related to the
Group.

The entity is controlled or jointly controlled by a
person identified in [A).
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Related parties (Continued)

B)  (Continued)
(vii) A person idenfified in (A)li) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a
part, provides key management personnel services to
the Company or to a parent of the Company.

Segment reporting

Operating segments and the amounts of each segment item
reported in the financial statements are identified from the
financial information provided regularly to the Group’s most
senior executive management for the purpose of allocating
resources and assessing the performance of the Group's various
lines of business.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature
of products and services, the nature of productions processes, the
type or class of customers, the methods used to distribute the
products or provide the services, and the nature of the regulatory
environment. Operating segments which are not individually
material may be aggregated if they share a majority of these
criteria.

Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and other infangible assets except
goodwill, deferred tax assets, inventories and receivables to
determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to defermine
the exfent of any impairment loss. Where it is not possible to
esfimate the recoverable amount of an individual asset, the Group
estimates the recoverable amount of cash-generating units
("CGU") to which the asset belongs.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of assets (Continued)

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-
fax discount rate that reflects current market assessmenfs of the
fime value of money and the risks specific to the assef.

If the recoverable amount of an asset or CGU is estimated to be
less than ifs carrying amount, the carrying amount of the asset or
CGU is reduced fo its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant asset
is carried at a revalued amount, in which case the impairment
loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset or CGU is increased to the revised estimate
of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have
been determined (net of amortisation or depreciation) had no
impairment loss been recognised for the asset or CGU in prior
years. A reversal of an impairment loss is recognised immediately
in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
freated as a revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that
an oufflow of economic benefits will be required fo setile the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are sfated at the present
value of the expenditures expected fo settle the obligafion.

Where it is not probable that an outflow of economic benefits will
be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the
probability of oufflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or
non-occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow is remote.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Events after the reporting period

Events affer the reporting period that provide additional
information about the Group's position at the end of the reporting
period or those that indicate the going concem assumption is not
appropriate are adjusting events and are reflected in the
consolidated financial statements. Events after the reporting
period that are not adjusting events are disclosed in the notes
when material.

CRITICAL JUDGEMENTS AND KEY ESTIMATION

Critical judgements in applying accounting policies

In the process of applying the accounting policies, the directors
have made the following judgements that have the most
significant effect on the amounts recognised in the consolidated
financial statements.

(@) Going concern basis
These consolidated financial statements have been
prepared on a going concern basis, the validity of which is
explained in note 2 to consolidated financial statements.

(b) Income tax

Determining income tax provisions involves judgement on
the future tax treatment of certain transactions. Management
carefully evaluates tax implications of transactions and tax
provisions are sef up accordingly. The fax freatment of these
fransactions is reconsidered periodically by taking info
account all changes in tax legislations. Deferred tax assefs
are recognised for deductible temporary differences. As
deferred tax assets can only be recognised to the extent that
it is probable that future taxable profit will be available,
management’s judgement is required to assess the
probability of future taxable profits. Management's
assessment is consfantly reviewed and additional deferred
fax assets, if any, are recognised if it becomes probable
that future taxable profits will allow the deferred tax asset to
be recovered.
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CRITICAL JUDGEMENTS AND KEY ESTIMATION
[Continued)

Critical judgements in applying accounting policies
[Continued)

(c)

Withholding taxes arising from the distribution of
dividends

In estimating the withholding taxes on dividends expected
fo be distributed by those subsidiaries established in
Mainland China in respect of earnings generated from 1
January 2008, the directors have made an assessment
based on factors including future profitability, the dividend
policy and the level of capital and working capital required
for the Group's operations in the foreseeable future. No
deferred tax liabilities in respect of undistributed profits have
been recognised as af 31 December 2020 (2019: Nil) as
the Company controls the dividend policy of these
subsidiaries and it has been determined that it is not
probable that these profits will be distributed in the
foreseeable future.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources
of esfimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment fo the
carrying amounts of assets and liabilities within the next financial
year, are discussed below.

(a)

Impairment of property, plant and equipment and right-
of-use assets

Property, plant and equipment and rightofuse assets are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of the assets
exceeds its recoverable amount. The recoverable amount is
determined with reference to the present value of estimated
future cash flows. Where the future cash flows are less than
expected or there are unfavourable events and change in
facts and circumstance which result in revision of future
estimate cash flows, a material impairment loss may arise.
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5. CRITICAL JUDGEMENTS AND KEY ESTIMATION
[Continued)

Key sources of estimation uncertainty (Continued)

(b)

(c)

(d)

(e)

Provision for expected credit losses on trade receivables
and other receivables

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of the
trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where the
actual result is different from the original estimate, such
difference will impact the carrying value of the frade and
other receivables and doubtful debt expenses in the year in
which such esfimate has been changed.

Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual
values and related depreciation charges for ifs property,
plant and equipment. This estimate is based on the historical
experience of the actual useful lives and residual values of
property, plant and equipment of similar nature and
functions. The Group will revise the depreciation charge
where useful lives and residual values are different fo those
previously estimated, or it will write-off or write-down
technically obsolete or non-strategic assets that have been
abandoned or sold.

Measurement of right-of-use assets and lease liabilities
The Group estimated the rightof-use assets and lease
liabilities based on the ferms of the rental agreements and
the Group's incremental borrowing rate. Estimates are
required in determining the Group's incremental borrowing
rate.

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based on
the ageing and estimated net realisable value of inventories.
The assessment of the allowance amount involves judgement
and estimates. Where the actual outcome in future is
different from the original estimate, such difference will
impact the carrying value of inventories and allowance
charge/write-back in the period in which such estimate has
been changed.
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CRITICAL JUDGEMENTS AND KEY ESTIMATION
[Continued)

Key sources of estimation uncertainty (Continued)

(f

Fair value of contingent consideration liabilities

In the absence of quoted markef prices in an acfive market,
the directors estimate the fair value of contingent
consideration liabilities, details of which are set out in note
7 1o the consolidated financial statements, by considering
information from a variety of sources.

FINANCIAL AND CAPITAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:
foreign currency risk, interest rate risk, credit risk and liquidity risk.
The Group's overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance.

(a)

(b)

Foreign currency risk

The Group has minimal exposure fo foreign currency risk as
most of its business transactions, assets and liabilities are
principally denominated in the functional currencies of the
Group entities. The Group currently does not have a foreign
currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor
its foreign currency exposure closely and will consider
hedging significant foreign currency exposure should the
need arise.

Interest rate risk

The Group's cerfain bank deposits and borrowings bear
inferests at fixed interest rates and therefore are subject to
fair value interest rafe risks.

At 31 December 2020 and 2019, all of the Group's
interest-bearing borrowings are fixed rate borrowings, no
sensitivity analysis on inferest rate risk is presented.
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6.

FINANCIAL AND CAPITAL RISK MANAGEMENT
[Continued)

() Credit risk

The carrying amount of the trade and other receivables,
deposits and bank balances included in the consolidated
statement of financial position represents the Group's
maximum exposure fo credit risk in relation to the Group's

financial assets.

The Group has no significant concentrations of credit risk.

It has policies in place to ensure that sales are made to

customers with an appropriate credit history.

The credit risk on bank balances is limited because the
counterparties are banks with high creditratings assigned

by international creditrating agencies.

The Group considers whether there has been a significant
increase in credit risk of financial assefs on an ongoing
basis throughout each reporting period by comparing the
risk of a default occurring as at the reporting date with the
risk of default as at the date of initial recognition. It
considers available reasonable and supportive forwarding-
looking information. Especially the following information is

used:

— internal credit rafing;

— actual or expected significant adverse changes in
business, financial or economic conditions that are
expected to cause a significant change to the

borrower's ability to meet its obligations;

— actual or expected significant changes in the

operating results of the borrower;

—  significant changes in the value of the collateral or in
the quality of guarantees or credit enhancements; and

—  significant changes in the expected performance and
behaviour of the borrower, including changes in the

payment sfatus of borrower.
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6.

FINANCIAL AND CAPITAL RISK MANAGEMENT
[Continued)

(c)

Credit risk (Confinued)

A significant increase in credit risk is presumed if a debtor is
more than 30 days past due in making a contractual
payment. A default on a financial asset is when the
counterparty fails to make contractual payments within 180
days of when they fall due.

Financial assefs are written off when there is no reasonable
expectation of recovery, such as a debtor failing fo engage
in a repayment plan with the Group. The Group normally
categorises a receivable for write off when a debtor fails to
make confractual payments greater than 360 days past
due. Where receivables have been written off, the Group,
if practicable and economical, continues to engage in
enforcement activity fo affempt to recover the receivable

due.

The Group uses two categories for nonrade receivables
which reflect their credit risk and how the loss provision is
defermined for each of the categories. In calculating the
expected credit loss rates, the Group considers historical
loss rafes for each category and adjusts for forward looking
data.
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6.

FINANCIAL AND CAPITAL RISK MANAGEMENT 6.
[Continued)

(d)

Liquidity risk

The Group's policy is to regularly monitor current and

expected liquidity requirements to ensure that it maintains
sufficient reserves of cash to meet its liquidity requirements in

the short and longer ferm.

The maturity analysis, based on undiscounted cash flows, of
the Group's financial liabilities is as follows:

As at 31 December 2020
R2020512831H

Trade and bills payables

Other payables and accruals

Note payables

Interestbearing bank and

other borrowings

Liability component of

convertible bonds
lease liabilities

Amounts due o associates
Amount due fo related party
Contingent consideration

liabilities

BHRNTER
ENRE
Hi B FIRE K
fEstE M
ANES S
ATERITREM
B
AARESFNRE
#h
MERE
FERTERE R RIFIA
FE BERE T 3R
FARERE

On demand
or

less than

1 year
RERD
—FlUT
RMB’000
ARET R

1,068,604

107,528
96,165

1,232,104

553,004

5,198
161,583
132,600

124,946

3,481,732

SRR ELRRRERE &)

(d) RBESER

AEEHOBRBEEE B AT R
BHNRBESHEE » AERE
HRRARNRSHEERNER R

AEENERABERERTRR
ERNFTNBBERIHT

Total
undiscounted
cash flows
AR
BER
RMB'000
ARBTT

1-2 years 2-5 years
MERF
RMB’000

ARBTR

—EmF
RMB’000
AR®T

1,068,604

107,528
96,165

1,232,104
553,004
14,101
161,583
132,600

124,946

3,490,635




6.

FINANCIAL AND CAPITAL RISK MANAGEMENT 6.

[Continued)

(d) Liquidity risk (Continved)

SRR ELRRRERE &)

(d) REBESEREE)

On demand
or Total
less than undiscounted
1 year 1-2 years 2-5years  cash flows
RERY BARIER
—FUT —EmF MERF Ban
As at 31 December 2019 RMB'000 RMB'000 RMB'000 RMB'000
R2019412 31 H ARETT ARETT ARBTT AR®TRT
Trade and bills payables B HENTIEN
AN S 559,892 - - 559,892
Other payables and accruals  E fth & 5 5778 &
BT ER 100,259 - - 100,259
Note payables ANES 31,792 - - 31,792
Interestbearing bank and FTESRITREMER
other borrowings 1,025,111 - - 1,025111
Liability component of RRESNEEND
convertible bonds 636,524 - - 636,524
lease liabilities HEaE 4,855 2,160 3,778 10,793
Amounts due fo associates  JE{JEE =N B FIE 32,801 - - 32,801
Amount due to a related party JE{— % BaESE 5 5108 5613 - - 5,613
Contingent consideration FARERE
liabilities - 151,305 - 151,305
2,396,847 153,465 3,778 2,554,090




6.

FINANCIAL AND CAPITAL RISK MANAGEMENT
[Continued)

(e) Categories of financial instruments at 31 December

6. ESRNREARERERE #)

(e)

R12A31BMER I AER

2020 2019
2020 & 20194
RMB’000 RMB'O00
AR®T AREFTT
Financial assets SRMEE -
Derivative financial instrument MESMIT A 106,306 107,451
Financial assets at amortised cost HHEK A ENEREE
(including cash and (BEReRES
cash equivalents) ZEIEEH) 2,739,320 1,334,478
2,845,626 1,441,929
Financial liabilities =L N=R—
Contingent consideration liabilities SAREAE 123,474 151,305
Financial liabilities at amortised cost  1ZEE KA EN SR EE 3,356,024 2,397,192
()  Fair values H 2¥E
The carrying amounts of the Group's financial assets and e MBHRRRMI AN EE TR
financial liabilities as reflected in the consolidated statement EENEREENERSEHERD

of financial position approximate their respective fair values.

(g) Capital risk management

The Group manages its capital to ensure that it will be able
fo confinue as a going concern while maximising the refurn
fo stakeholders through the optimisation of the debt and
equity balance. The Group's overall strategy remains

unchanged from prior year.

The capital structure of the Group consists of debt, which
includes borrowings and amounts due to related parties,
and equity attributable to owners of the Company, which

includes share capital and reserves.

The Group's management reviews the capital structure
regularly. The Group considers the cost of capital and the
risks associated with each class of capital, and will balance
its overall capital structure through the payment of dividends,
issuance of new shares as well as raising of borrowings, if

necessary.
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FAIR VALUE MEASUREMENTS

Fair value is the price that would be received fo sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The following
disclosures of fair value measurements use a fair value hierarchy
that categorises into three levels the inputs to valuation techniques
used to measure fair value:

level 1 inpufs: quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can access at the
measurement date.

level 2 inputs: inputs other than quoted prices included within
level 1 that are observable for the asset or liability, either directly
or indirectly.

level 3 inputs: unobservable inputs for the asset or liability.

The Group's policy is to recognise transfers info and transfers out
of any of the three levels as of the date of the event or change in

circumstances that caused the transfer.

(a) Disclosure of level in fair value hierarchy:

AP EHE

RFEATSELEENGAERRERF
RHHHEEEF NN EREER
BESX T ZB18 - AT A FERTERER
RAFERER - SAETERE AR
BOR=(EEHR  UFEATE:

F1RBAE  AKERFTERATR
BZHEREEXREN GRS HRE
(RIEHE) °

F2RBABE  LEEXRBEEEX
REABRE 2B ABBR(F1IBERNES
M ERERRIN) ©

FIRBABE  EEXRBZAAE
RBHABUR

AEEZBRAERBEREF AN
SHEYZBBR L APZRE=(ABR 2
EfEAREDL -

(a) AFEERKE :

2020 2019

2020 % 20104

Description Level 3 level 3

it EIR FE IR

Recurring fair value measurements: RMB’000 RMB'000

REMATETE: AR®T T ARETT
Financial assets: TREE -

Derivative financial instrument TSR T A 106,306 107,451
Financial liabilities: ZHEBE

Contingent consideration liabilities HARREBEEE 123,474 151,305




7. FAIR VALUE MEASUREMENTS (Continved)

7. DR EFE®

(b) Reconciliation of assets measured at fair value based (b) WREEIRZEAFEFEZEE

on level 3:

¥IER -

Financial assets: TRMEE:
Derivative
financial
instrument
MEEMIA
RMB'000
ARETTT
As at 1 Jonuary 2019 M2019F1A1H -
Total gains or losses recognised BRRz & EiRes
— in profit or loss* — REm! 107,451
As at 31 December 2019 and 1 January 2020 #2019 12 831 A& 2020F 1 18 107,451
Total gains or losses recognised BHR W, EEEE
— in profit or loss* — R (1,145
As at 31 December 2020 B2020%F12RA31H 106,306

f#) Represent gains or losses for assets held at end of reporting period ® BRI ER TR S ER S B8



7. FAIR VALUE MEASUREMENTS (Continved)

(b) Reconciliation of assets measured at fair value based
on level 3: (Continued)

7. DR EFE®

b) BEFIREQATVEFEZEE
HER - (&)

Financial liabilities: TREE:
Contingent
consideration
liabilities
FRREEE
RMB'000
AREBFIT
As at 1 January 2019 ®2019%1 A 1H 407,667
Contingent consideration liabilities seftled by FRBTERRERL
issuance of ordinary shares AREEE (69,855)
Gains recognised in profit or loss* RIEmER 2 W™ (240,395)
Additions NE 52,798
Interest expenses B 2,173
Exchange differences recognised in other REA 2 EUA B HER
comprehensive income Z [ (8,083
As at 31 December 2019 and 1 January 2020  #A2019F 12 831 A X
20201 H1H 151,305
Gains recognised in profit or loss* PRI ERZ Wam ™ (20,010]
Additions NE 115
Exchange differences recognised in other RE M2 ERA B ER
comprehensive income ZEHERE (7,936
As at 31 December 2020 2020612 A31H 123,474

(#)

The total gains or losses recognised in profit or loss
including those for assets held at end of reporting period
are presented in other income/(expenses), gains/(loss) in
the consolidated statement of profit or loss and other
comprehensive income.

Represent gains or losses for liabilities held at end of reporting period ®

ERME AR A ENKEBR

REEER W BREE(E
ERBREMAAMBEEZNR
=/ BB ERaFRaBa R E ML
EEBERAZ2I R EMK
A (%) Wz (BE) -



7.

FAIR VALUE MEASUREMENTS (Continved)

(c)

Disclosure of valuation process used by the Group and
valuation techniques and inputs used in fair value
measurements:

The Group's management is responsible for the fair value
measurements of assets and liabilities required for financial
reporting purposes. The management reports directly to the
board of directors for these fair value measurements.
Discussions of valuation processes and results are held
between the management and the board of directors at
least twice a year.

For level 3 fair value measurements, the Group will normally
engage external valuation experts with the recognised
professional qualifications and recent experience to perform
the valuations.

The following table gives information about how the fair
value of the Group's investments at fair value through profit
or loss is defermined.

Level 3 fair value measurements
As at 31 December 2020

7.

NEEFTEE)

(c)

FAEERAZEERFARD
FHFABRAZEETERE
ABBZHE :

AEENEEERAERMBRS
ETRNEERBEZAFE
AR BEEEREEFRATEANE
EERMEFZGER EREERE
EZEEFEIMAREERRF
REBRHER -

ESRATFEFEMS A%
B-—REZEEBERUEEE
1& M AT ER R B ey SRR S (B F 5
1ThME -

TRIE G5 B A A A
ATEIABRENREHATE
BB -

BIW|AVEFE
M2020612A31H

Effect on fair value
for increase of key
Description Valuation technique ~ Unobservable inputs  Range input Fair value
EMERH A
BEHAAEE
it R TUBEERAEE &E 07 AYE
RMB’000
ARETR
Derivative financial  Discounted cash flow — Consideration RMB125,000,000 Increase 106,306
instrument Carrying value of RMB18,694,000 Decrease
an associate
TEEMIA HERERE RE AR 125,000,0007T #m 106,306
BENAREE AR 18,694,0007T e
Confingent Discounted cash flow Nt profits loss of RMB10,169,000 to Increase 123,474
consideration profit of RMB41,223,000
liabilities
IARERE wERERE gl BEARK10,160,000cE  #m 123,474

wMARE41,223,0007




7. FAIR VALUE MEASUREMENTS (Continved)

(c)

Disclosure of valuation process used by the Group and

valuation techniques and inputs used in fair value
measurements: (Continued)

Level 3 fair value measurements (Continved)
As at 31 December 2019

7. DR EFE®

(c)

FAEERAZEERFARD
FHFABRAZEETERE
ABBZEE - (#)

FIRDFESEE)
2019412831 H

Effect on fair value
for increase of key

Description Valuation technique  Key input Range input Fair value
EmEsEA
YEADAEE
it fEERE TUBERGAEE EE )7 AYE
RMB'000
ARETT
Derivative financial ~ Discounted cash flow — Consideration RMB125,000,000 Increase 107 451
instrument Carrying value of RMB17,549,000 Decrease
an associafe
MESRIA FHRESRE KE AR 125,000,0007C £ 107,451
BENFREE AR 17,549,0007C o
Confingent Discounted cash flow Nt profits loss of RMB1,442,000 to Increase 151,305
consideration profit of RMB41,223,000
liabilities
IARERRE FHRESRE ENiegl BEARK] 442000  #m 151,305

wNARE41,223,0007

During the two years, there were no changes in the

valuation fechniques used.

RWESE - SR KES AL
B o



REVENUE AND SEGMENT INFORMATION

For management purposes, the Group is organised info business
units based on their products and services and has three
reportable operating segments as follows:

(] Recycled copper products segment: use of scrap copper
and electrolytic copper for the manufacturing and trading of
recycled copper products, and trading of electrolytic copper
and nickel products;

[i)  Power fransmission and distribution cables segment:
manufacturing and sales of power transmission and
distribution cables; and

(i) Communication cables segment: manufacturing and sales
of communication cables.

The Group's reportable segments are strategic business unifs that
offer different products. They are managed separately because
each business requires different technology and marketing
strategies.

The accounting policies of the operating segments are the same
as those described in note 4 to the consolidated financial
statements. Segment results do not include certain interest income,
non-lease-related finance costs, corporate and other unallocated
expenses as well as share of profits of associafe.

Management monitors the results of the Group's operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit,
which is a measure of adjusted profit before tax. The adjusted
profit before tax is measured consistently with the Group's profit
before tax except that certain inferest income, corporate and
other unallocated expenses, certain finance costs as well as share
of profits of associates are excluded from such measurement.

A measurement of segment assets and liabilities is not provided
regularly to the Group's most senior executive management and
accordingly, no information about segment assets or liabilities is
presented.

The Group accounts for intersegment sales and fransfers as if the
sales or transfers were fo third parties, i.e. at current market
prices.

8.

?ﬁaﬁﬁﬁ? AERERIEEEm MRS
DEBEMN  IHRTINAERZ=

1I%&%§3‘-E‘ :

) BERERD: CAERESE
BNEEREERBERER - N
NEEEHIANIEES

i) ZKEEESE : FERBEEX

B EEMHEBRE

lii) WIEEED

T -
AEE 2 ARRABARATRAERZ
RSB - AR EEBEETR

Bt R TiSHRERE  MZEER B
B o

RN BH S SHER AR A M A IR R
AR S BR — B - D EEREDT
BREETHERA - FFHERRBEM BN
A~ EREMARD R ke
AR A o

EEEEBHERAKERSEEDHESA
W’Eﬁ*ﬁ‘%@ﬁﬁ DR R RIBRFHE R

o DERRIVIRIR A 2 0 B F (A
%%.:H%%Rﬁl wAETE) TIARTE - &£58
BB ANG M IR T E AR BB AR —
B HAGE - EETHEMWA - %
REMARDEFX & THBRANLRL
FEIEE 2 R BNEFII T AL ER -

A3 iR A SR B & = AR T TR I
ABREDHEEMAGBZAE At
WEZIIDHEELBEER -

REBEE DA EHE MNBRE(ERFE =
TTETZHEREE (RAZ B R H(EE
TE)ARR -



8. REVENUE AND SEGMENT INFORMATION (Continved) 8.

(a)

Segment results

Intersegment sales and fransfers are transacted with
reference fo the selling prices used for sales made to third
parties at the then prevailing market prices.

Segment revenue pir:d 6

Sales fo extermal customers MINBE FEITIHE

Infersegment sales D EEEE

Reconciliation: %

Elimination of intersegment sales ~ $$ 7 HRHE

Revenue Yozs

Segment results PBEE

Reconciliation: 5%

Inferest income MBKA

Impairment of goodwil EERE

Changes in fair volue of confingent AR B A BN ATE
consideration liabilities )

Changes in fair value of derivative T4 BT EMATE
financial instrument 2%

Corporate and other PERAMADERX
unallocated expenses

Finance costs BISAA

Share of losses of associates 2 ARER

loss before tax BiAlE 1=

Other segment information Hit 2 BER

Depreciation and amortisation FEREH

VAT refunds, government grants S8BT RE: » BB
and subsidies R#ah

Provision for doubfful debts, net RERETE

Recycled
copper
products
BAWER
RMB’000
ARBTR

16,529,513
398,198

16,927,711

102,081

14,633

(98,617)

(39,071)

227,851
(44,528)

EEBRDIHE #)

(o) SEEE

DHEHE KBRS ERER
BIMERNE=THEMANE
BETRS -

2020
20205

Power

transmission
and distribution Communication
cables cables
KEEH BAER
RMB'000 RMB'000
AR%TRT AR%ETxR

Total

@t
RMB'000
ARETR

32,790
17,117

136,224
8,591

16,698,527
423,906

49,907 144815 17,122,433

(423,906)
16,698,527
(7,453)

(8,183) 86,445

7 3 14,643

(277,895)
20,010
(1,145)
(109,657)

(104,523)
(754)

(372,876)

(9,055) (2,943) (51,069)
365

(2,330)

529
(147)

228,745
(47,005)




Segment results (Continued)

8. REVENUE AND SEGMENT INFORMATION (Continved) 8.

EEBRDIHE #)

(a) 2EHRE (&)

2019
2019%F
Power
Recycled  fransmission
copper  and distribufion - Communication
products cables cables Total
BERER KEEE BAEE Bar
RMB'000 RMB'000 RMB'000 RMB'000
ARETFT AREBTT ARETT ARETR
Segment revenue L6
Sales to external customers AN RPH#ITIHE 23,952,537 32,068 28,048 24,012,653
Intersegment sales NHEEEE 446,844 269 10,060 457,173
24,399,381 32,337 38,108 24,469,826
Reconciliation: HEE
Elimination of intersegment sales D e E (457 173)
Revenue Wz 24,012,653
Segment results DBEE 105,287 3,744 18,448 217,479
Reconciliation: B -
Interest income MakA 157 5 173 335
Impairment of goodwill EERE (407,883
Changes in fair value of confingent  SKAREBEENATE
consideration liabilities ) 240,395
Impairment of inferests in associates  FABE & 1\ AlE SRR E (102,129
Changes in fair value of derivative T4 &R T EMATE
financial instrument ) 107,451
Corporate and other PERAEMADERX
unallocated expenses (162,447)
Finance costs BRI AR [60,281) (2,676) (1,215) (64,172
Share of losses of associates EiEBEAREE (4,811)
Loss before tax HAIER (175,776)
Other segment information Hitn HER
Depreciation and amorisation ITE R (42,992 (7,766 (2,857) (53,615]
VAT refunds, government grants BEERER - BFEE
and subsidies R w8k 481,970 17,192 13,037 512,199
Reversal of provision for doubtful — REFEME R EIFE
debs, net 28,811 1,316 14,088 45115




8. REVENUE AND SEGMENT INFORMATION (Continved)

(b) Geographic information

The Group carries out its business operations in the PRC,
thus no separafe geographical segment analysis based on
the location of assefs and the revenue and profit or loss are
presented.

() Information about major customers

Revenue from each of the major customers, which
confributed 10% or more fo the Group's revenue, is sef out
below:

8. BEHEKII®/E#)

b) HEEH

AEERPELEER  Fit
EE2IIREERRSMBRPTE
Hh B D BB E 5 ZBAT

) FHREEXEFHNEHNR
KEEAEBWE 10%3 A L6

Recycled copper products segment  F3 4= 8 2 fn 5 56
Cusfomer A* BFEA*
Customer B ®FB
Customer C ®FC

EXBERFMEAMT ;
2020 2019
2020 & 20194
RMB’000 RMB'000
AR%ET T NSRS
~ 4185714
I 2,988,479
<Sellers 2,701,202
5,707,718 JCX - VAR %

*

Customer A had less than 10% of the Group's revenue for the year ended
31 December 2020.

* HZE2020F12A31HIEFE - BF
AT RAEEUEA) 10% °



9. REVENUE

Revenue from contracts with customers ZEA&HIE

Disaggregation of revenue from contracts with customers:

Revenue from trading of ERIAE SNz
electrolytic copper

Sales of recycled copper products & B A SE M@

Scles of power fransmission and ~ $4E KELELE
distribution cables

Sales of communication cables HEREEE

Sales of scrap materials HEREME

Others Hity

Total revenue from confracts RPath=as
with cusiomers

Timing of revenue recognition A

Goods fransferred at a point in fime

RAEREHERE R

9.
2020
2020
RMB’000
AR®T
16,698,527
BEFAHAKmAD

Recycled

2020
2020

Power
fransmission

copper and distribution Communication

products
BAWER
RMB’000
ARBTR

8,516,219
7,990,892

16,529,513

16,529,513

cables cables
KEEH BAER
RMB’000 RMB’000
AR¥®TT ARETR

136,224

136,224

136,224

2019
20194
RMB'O00
AR¥ETTT

24,012,653

Total

@t
RMB'000
ARETR

8,516,219
7,990,892

32,790
136,224

19,546
2,856

16,698,527

16,698,527




9. REVENUE (Continved) Q. BEXE =)
2019
20194
Power
Recycled  fransmission
copper  and distribufion - Communication
products cables cables Tolal
BERER KB EE BAEE @ar
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETE ARETn
Revenue from trading of £ = e
electrolytic copper 16,715,910 - - 16,715,910
Sales of recycled copper products  $H& B4 SE R 7,183,657 - - 7,183,657
Sales of power fransmission and HEXLEE
distribution cables - 32,022 - 32,022
Sales of communication cables HEREEE - - 28,033 28,033
Sales of scrap materials SHEREN L 48,535 46 15 48,596
Others Hifh 4,435 - - 4,435
Total revenue from contracts BPEHN=EE
with customers 23,952,537 32,068 28,048 24,012,653
Timing of revenue recognition 5 HE R
Goods fransferred at a point in fime  RE (AR HZEZE R 23,952,537 32,068 28,048 24,012,653

Note:

The Group has entered info trading activiies of electrolytic copper since 2015 whereas

the Group is considered as the principal of the transactions as it controls the electrolytic

copper before the products sold to the customers. The gross inflows of the trading

activities are therefore recognised as revenue.

Sale of goods

The performance obligation is satisfied upon delivery of the
goods and payment is generally due within O fo 3 months from
delivery, except for new customers, where payment in advance is

normally required.

GEE

AEBB2015FURAREFANEZES - AR
AEBEREFHEERAZEHERR - KARER
BRZEXSGNEREMEA - BZEBNERAE L
WIERREHE

HEEm
BHEERRNERETK - M@

FERMEIMEARNDE - EHEP
mE @ ABEERRIBEMAR -



10. OTHER INCOME/(EXPENSES), GAIN/(LOSS), NET

10. bl A~ (BA) - Wzd (&

8) FHE

2020

2020
RMB’000
AR®TR

Notes
B 5

VAT refunds
— Comprehensive utilisation
of resources
— Others
Government grants
Government subsidies
Interest income
Net loss on copper futures
confracts upon seftlement
Foreign exchange differences, net
Loss on disposal of items of property,
plant and equipment
Written-off of property,
plant and equipment
Loss on modification of
convertible bonds
Impairment of goodwill
Impairment of rightof-use assets
Changes in fair value of contingent
consideration liabilities
Impairment of inferests in associates
Changes in fair value of derivative

financial instrument
Others

BERER
— HANAER

— Hft
BT 8 B
B fiE B
A BHA

MAREAORERFER

FINE ZHR
HEME - BFE KRG
THHERER

ERTAIRRIE 7 2 B 1R

EERE

EREEERE

FARREBENLFE
HE

JiN e NI S0 A=

THEERIANATE
E"a@]

(i) 149,172
1,028

(i) 59,054
(iii) 19,491
14,648

(288)
7,275

(30)

(22,654)
(277,895)
(3,291)

20,010

(1,145)
1,305

(33,320)

2019
20194
RMB'O00
ARBTTT

210,162
2,354
149,427
150,256
436

(92)
(8706)

(285)

(407,883)

240,395
(102,129

107,451
1,116

350,332



10. OTHER INCOME/(EXPENSES), GAIN/(LOSS), NET
[Continued)

Notes:

(i

(i)

(i)

The Group is entiled to government grants for refunds of 30% for the year ended

31 December 2020 (2019: 30%) of the net VAT paid/payable.

The Ministry of Finance and the State Administration of Taxation jointly issued a
notice concerning the “Catalogue on Products and Labour Services relating to
Comprehensive Utilisation of Resources Eligible for Concessions of Value-added
Tox" (Cai Shui 2015 [No. 78] (the “New VAT Policy”) on 12 June 2015, which
replaced, amongst others, Cai Shui 2011 No. 115 (the “Former VAT Policy”)).
Under the Former VAT Policy, cerfain subsidiaries of the Group are entfifled to
government grants for refunds of 50% of the net VAT paid/payable. The New
VAT Policy took effect on 1 July 2015. According to the New VAT Policy, the
applicable VAT refunds for such subsidiaries are reduced from 50% to 30%.

The amounts represent local government grants received by operating subsidiaries
of the Group in the PRC for the purpose of providing immediate financial support
to those subsidiaries for general operating purposes with no future related costs.

No specific conditions are required to meet in connection with these grants.

In 2020, the Group was granted unconditional government subsidies of
RMB19,491,000 (2019: RMB150,256,000) from Youxian District Finance
Bureau, Mianyang City, Sichuan Province. The government subsidies were
received through Sichuan Baohe Fushan Resources Recycling Development Co.,
ltd. ("Baohe Fushan’), an associate of the Group. Baohe Fushan is principally
engaged in the operation and the development of an industrial park in Mianyang
City, Sichuan Province, where most of the Group's subsidiaries are located.
Baohe Fushan received the government subsidies and distributed to the Group.
Baohe Fushan has the discretionary right to allocate and distribute the government
subsidies, with reference to the amounts of tax payments made by the enfifies

located in the industrial park.

11. FINANCE COSTS

10. E A (BAX) - Wz (&
B) FEw®

GEX

(i

(il

(i)

BE2020F12A31BILFE - REEARE
HSHER 30% (20194 : 30%) BAS/FERT
EERFENRRIEABUTEE

BREBEERHBARBN2015F6A12AR
BEBHANERGATAERMSBILE
BiEE B SOMBAM (B 2015785%) ([#18
BEHRBE]D ERK(EFEE) MK
20111155 ([RATEERBE ) - RIFAIEE
B - NS THE R RRISHEN 50%
BT S ERF MR BHE BB B -
IEEBEERN 201547 A1 B EM - BRIE
FEERRE  ZEWB AR EMIEER
IRFEELBIAE 50% 5 ZE 30% °

ZECBEARERTEZ EENBE AR
WERE 7T R #E B - (EREZEHB AR
BB B BRBY - AR — R EE - T
SELHRMAMKAE - BARERZEHY
TR -

R 2020%F + A E MR E S HILE
B IR IR M0 M O TR R RS AR
19,491,000 (2019%F : A R #
150,256,0007%) » 3% B AT HEAE BB A E
e B 2 BP0 )| 6 R R L B A R B B
BRAR(RAMEWL ) KR - RAMEILFE
HEmE BT — AT AN CE R -
REBHASHHEATVERBEE - 70
B GBREL D ETAEE - RAE
WEELRTEEARNSERORREENR
R BEBATHES -

1. BA# R A

Inferest expenses in relation to: FIERZHERE
— Bank and other borrowings — RIT R HABER
— lease liabilities —HEAE
— Convertible bonds — ARRES
Guarantee fees and other charges ERERRHE MW E

2020 2019

2020 20194
RMB’000 RMB'O00
ARBT ARBETT
107,793 74,013
1,689 1,942
58,009 /1,881
2,513 57
170,004 147,893




12. (LOSS) FOR THE YEAR 12.

This is sfafed at after charging/(crediting) the following:

FREE

BTy B (GEA) THIRIREZS

Cost of sales (Note] SHE A (F1EE)

Depreciation of property, ME - BB RRETE
plant and equipment

Depreciation of rightofuse assets EREEENE

Research and development costs IR DN

Auditor’ s remuneration % BRI 7 B

Provision for inventories* FERE*

RERBE (BUBRME) FHE

Provision/[reversal of provision| for

doubtful debts, net

Loss on disposal of items of property, HEME - BWE M&RHEE
plant and equipment* ZEE
Written-off of property, W= - BB L&iE

plant and equipment*

Loss on modification of convertible bonds* 1EE] AI AR E 5 2 E1E*

Impairment of goodwil* R (E

Impairment of rightof-use assets* EREEERERRY

Changes in fair value of contingent IARBABERATFEEZS
consideration liabilities*

Impairment of inferess in associates* B N R E

Changes in fair value of derivative ITEEMTANRTHEZS!
financial instrument*

Foreign exchange differences, net* FEONE A RR

Staff costs (including directors’ BIXAKN(BREEH)

remuneration):

— Salaries, bonuses and allowances — — & « 1EAT K 28L

— Refirement benefit scheme contributions — 3R FI 5T B LR

— Equitysettled share-based payments  — LARRALEE 2 LARRD A
AR

2020 2019
2020 4 20104
RMB’000 RMB'000
AR®T T ARETT
(SRR 24,270,594
48,143 45,857
7,108 7,758
1,819 3,377
3,000 6,372

137 3,059
47,005 (45,115)
285

30 -

22,654 -
277,895 407,883
3,291 -
(20,010) (240,395)

- 102,129

1,145 (107,451)
(7,275) 876
41,282 45,665
2,960 6,119

873

52,657

Note: Cost of sales includes RMB32,385,000 (2019: RMB57,192,000) relating o st

staff costs, depreciation and amortisation, the amounts of which are also included
in the respective tofal amounts.

The provision for inventories for the year is included in “Cost of sales” in the

consolidated sfatement of profit or loss and other comprehensive income.

# These balances for the year are included in "Other income/(expenses), gain/ #
(loss), net” in the consolidated statement of profit or loss and other comprehensive

income.

WERABIERE TRA EREHEEA
B A R #32,3850007T (20194 : AR #
57,192,0007) r FHESEIET AGHR
BA -

FATERBDAAGARERRAMEER
ERAMN [HEKA] -

ZEFNBEHRIFAGEREREGE2ER
R A [EAMBA(Fs) » e,/ (B1R)
FHE



13. DIRECTORS’ AND CHIEF EXECUTIVES’

EMOLUMENTS AND BENEFITS

13. EERFETHRAEHFMRE

A

Fees
Other emoluments:

Salaries, allowances and benefits in kind

Equity-seftled share-based payments

Retirement benefit scheme contributions

fikn
H A RN :

¥ RBEMEDH®
AR 2 AR IR BT Y

(DR

PR NERUEE TSN

The emoluments of each director were as follows:

(a) The emoluments of each director are as follows:

e
RMB’000
ARBT T

Executive directors HTES

Mr. Yu Jiangiu MEREE

Mr. Kwong Wai Sun Wikon  BE{E5t 4

Mr. Huang Weiping BEEE

Ms. Zhu Yufen REFRE
Independent non-executive  BUFUTES

directors

M. Lee Ting Bun Denny FEREE

Ms. Ren Ruxion 3¢ Lan

Mr. Pan Liansheng BEBRAE

Total st

Salaries,
dllowances
and benefits

in kind

=1
REWA S

RMB’000
ARBTT

2020
2020
RMB’000

AR®TR

890

4,881

32

BEFZHEWT ¢

(o) BESZMEWT :

2020
2020 %

Discrefionary
bonuses

BiEfa
RMB’000
ARBTT

Equity-settled

Retirement

share-based benefit scheme

payments
IBAES
2B B
=3 T
RMB'000
ARETR

contributions

BHBEH
SRR
RMB’000
ARBTT

2019

20194
RMB'O00

ARBTTT

880

5,275
42

32

6,229




13. DIRECTORS’ AND CHIEF EXECUTIVES’

(a)

13. EERFETHRAEHMEE

EMOLUMENTS AND BENEFITS (Coniinved) M)
The emoluments of each director are as follows: () BRESZEME£WT : (&)
(Continued)
2019
20194
Salaries,
allowances Equitysetfled Refirement
and benefits  Discrefionary  share-based  benefit scheme
Fees in kind bonuses payments  coniributions Total
MRS
e 28 AR B RN
e REDN® WELL  ERONR ATEIfE @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL ARETT ARETR ARETE AR%TT ARETR
Executive directors HITES
Mr. Yy Jiangiv BENLE - 2811 - - 16 2827
Mr. Kwong Wai Sun Wikon  BBE{E 524 - 1,580 405 - 16 2,001
Mr. Huang Weiping EHEFLE 176 253 - - - 429
Ms. Zhu Yufen REFZL 176 226 - - - 402
Independent non-executive  BYFHUTES
directors
Mr. Lee Ting Bun Denny FEMLE 176 - - - - 176
Ms. Ren Ruxian Bzt 176 - - 42 - 218
Mr. Pan Liansheng REBRE 176 - - - - 176
Total @t 880 4,870 405 42 32 6,229
Five highest paid individuals b) EEESFMAL

(b)

The five highest paid individuals in the Group during the
year included three (2019: three) directors whose
emoluments are set out in note [a) above. The emoluments
of the remaining two (2019: two) individuals are set out

FRARERSTFMALTEE=S
BE(20194F : =R) - HFBH
BEN EXWiE(Q) e 8 TRA
(2019%F : MB)E=FMALH
HENES AT

2020 2019

2020 20194
RMB’000 RMB'O00
ARBTT ARET T

below:
Salaries, allowances and e RMEREYHIZE
benefits in kind
Pension scheme confributions R ET 2R

1,898 1,879

32 32




13. DIRECTORS’ AND CHIEF EXECUTIVES’ 13. EERTETHAETMKRE

EMOLUMENTS AND BENEFITS (Conrinved) M)
(b) Five highest paid individuals (Continved) b) EEBREFMALE)
The emoluments fell within the following bands: BN FLATER :
2019
20194
Nil-HK$ 1,000,000 Z£% 1,000,000 %7 |
HK$1,000,001-HK$ 1,500,000 1,000,001 BLE 1
1,500,000 7T
2
During the year ended 31 December 2020, no emoluments B ZE2020F12A31 8 IEF
were paid by the Group to the directors of the Company or B AEEVEMEMNESHD
five highest paid individuals as an inducement fo join or ZREFMALINME R
upon joining the Group or as compensation for loss of HEREMAREER - SHAE/M
office (2019: nil]. There was no arrangement under which AREBR 2 RBFRTEHE
a director waived or agreed to waive any emoluments (20194 : &) - BE £ 2020F
during the year ended 31 December 2020 (2019: nil). 1I2A3THIEFE  BIEEEN
EARERELAMMEH L H
(20194 : /&) -
In prior years, certain directors were granted share options, BEFE  REAQANERE
in respect of their services to the Group, under the share e AETEERHAAEER
option scheme of the Company, further details of which are HEOMBERBRE £ L&
set out in note 38 to the consolidated financial statements. BENERE M BIHRKRM LIS -
14. INCOME TAX EXPENSE 14. FRSHAX

2020

2020
RMB’000
AR®TR

Current fax — PRC Enterprise Income Tax BIHAR{IE — PR EMEH

Charge for the year FARHRR 3,601
Underprovision in prior years BEFERET R 60

3,661

Deferred (note 22) B (5E22) 10,712

14,373

2019
20194
RMB'O00
ARBETT



14. INCOME TAX EXPENSE (Continued) 14.

A reconciliation of the tax expense applicable to loss before tax
at the sfatutory rafes for the countries in which the Company and
the majority of its subsidiaries are domiciled to the tax expense at
the effective tax rates, are as follows:

PRy e )

BARRARERE D M ERRMERR
HYAE R R E Z BRI AR
B BRBERBR R R OB A
HERIATE

2020 2019

2020 ¥ 20194
RMB’000 RMB'O00
ARBTT ARET T

Loss before tax 75 Bl 5 48 (372,876) (175,776
Tox at the sfatutory tax rate HEEM R ENTIA (81,456) (11,230)
Lower tax rates for specific provinces or 4 TE & 10 S AS 30 75 #4 B B e Y

enacted by local authority BIEH X (6,948) (3,756
Withholding tax for interest charges Hh [ B /88 7 &) B AR B KB BA

between the PRC subsidiaries and SNERRREIF RSB AR EINHR

entities outside Mainland China
Adjustments in respect of current fax B 1E HARE BN EA% 18 78 B
of previous periods

1,247 1,245

60 1,061

Profits and losses affributable to associates Bt & /A B & (b i 1) K2 518 189 1,203
Income not subject to tax BARBTUA (2,058) (79,856
Expenses not deductible for tax AR F 2 84,814 121,536
Tox losses utilised from previous periods B & 1E B E) A M T IE &8 (2,029) (5,357)
Reversal of deferred tax assets recognised  #BEFEEMRIELHIEEE

in prior years jzqEl 7,639 -
Tax losses and temporary differences REERVIAEE L TR ER

not recognised 12,808 6,974
Others Hitb 107 9,740
Income tax expense FriS i 2 14,373 41,560

Pursuant fo the rules and regulations of the Cayman Islands and
the British Virgin Islands ("BVI"), the Group is not subject to any
income tax in the Cayman Islands and the BVI.

No provision for Hong Kong profits tax was provided as the
Group did not have assessable profits arising in Hong Kong
during the year ended 31 December 2020 (2019: nil).

REASERELEBRATS([HE
BRES]) R NRG - NREBEHA
RS MR E RSB ER
B/H -

REZE2020F 1231 BIEFEASE
BNFERNEE B EELRRBEH -
A EBE BN EHREREA (2019
FE)-



14. INCOME TAX EXPENSE (Confinued) 14. FrE8BiHEX &)

The subsidiaries of the Group in the PRC are subject to income KEBRFEMKHEBE QA BIZ25%
tax at the rate of 25% (2019: 25%). In 2020, 4 subsidiaries (20194 : 25%) T R G AN FTISFY o
(2019: 2) were given the New,/High Tech Enterprise Award and 20206 - AR(2019F : 2B A
3 subsidiary (2019: 1) were in the western region that engages TERTH / SRECEBLEIE
in the industries encouraged by the government. These (20194 : 1F) M & 2 R R A 78 &0 3th
subsidiaries were enfifled to a tax concession of a lower income NIt EHNSEEEE - ZZMER
fax rafe (i.e. 15%) for the years ended 31 December 2020 and TR E E20204F K 2019412 A 31
2019. HIEFEZAERIEMEHBXEI15%)
BTG ESE -
15. LOSS PER SHARE 15. BREE
The calculation of the basic and diluted earnings per share is FREARNEERFIZ T EUETE -

based on the following:

2020 2019

2020 20194
RMB’000 RMB'000
AR®TR ARETIT

Loss: B8
Loss atfributable fo owners of the ARETESREAREFI
Company for the purpose of RATHEA ANELER
calculating basic eamings per share (387,249) (217,3306)
2019
20194
Number of shares: BROHA :

Weighted average number of ordinary AR EH E B IREARZFIH
shares for the purpose of calculating BRI T2

basic earnings per share

Ll 2,643,658,030




15.

16.

LOSS PER SHARE (Continved)

Basic loss per share

On 15 June 2018, the Company, certain suppliers of the Group
(the “Suppliers”) and the relevant subscribers (the “Subscribers”)
entered info an annual procurement agreement (the “Annual
Procurement Agreement”), pursuant to which each of the Suppliers
agreed to supply a targeted amount of copper scrap raw
materials fo the Group from 16 June 2018 to 15 June 2019, the
purchase price of which shall be partly satisfied with cash and
partly safisfied with consideration shares (the “Consideration
Shares”). Based on the copper scrap raw materials supplied fo
the Group, 33,882,652 Consideration Shares was allotted and
issued on 1 March 2021 to the Subscribers. The calculation of
loss per shares for the year ended 31 December 2020 and 31
December 2019 has faken into account the Consideration Shares
fo be issued by the Company to the Subscribers.

Diluted loss per share

As the Group's oufstanding convertible bonds for both years
would be antidilutive and there was no dilutive potential ordinary
shares for the Company's outstanding warrants, share options
and contingent consideration shares, no diluted earnings per
share was presented in both years.

DIVIDENDS

The directors do not recommend or declare the payment of any
dividend in respect of the years ended 31 December 2020 and
2019.

15.

16.

BREE®

BREFER

R2018F6H 158 - ARAE - £F#
e ([ e ) REA@RRET (R
BHDAUFEHERE(FEHE
W l) - it SHEERER2018
FOR16A E2019F6A150 /&
BRBENEREREMHTAEE B
MRBENRE RARERD ((HREK
I DEEE - RIFAASE R R R
KL 33,882,652 IR E R E B B
RH2021F3R 1THEITTRER -
B £ 2020F 12 A 31 B k2019412
ASTRLFEMNESRBEAEDER
ARRRARBTETOHRERD -

BRBEER

AR AEEMEFENCD ETARRE
RS - W AARRRNE BEITRK
e BRI ARERND L EEE
MEEE B - AtMEFELEESK
Ean -

Hﬁ lél_l\

EFeTEFREHE2020F12A
1B IEFEHNRYIRE(2019F : &) -



17. PROPERTY, PLANT AND EQUIPMENT 17. % - RERZE
Furniture,
Plantand  fitfings and Motor  Construction
Buildings ~ machinery  equipment vehicles  in progress Total
HE #E
BF BERES EL RE HEIR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARETT ARETT ARETT AR®TR
Cost B
1 January 2019 20191818 386,355 301,096 7,238 9145 192,337 896,171
Additions AE 89 3,935 623 694 793 6,134
Disposals RE [115) [213) (819) (14] - [1,161)
Transfer from construction EHERTRE
in progress 12,114 41,522 96 7 (53,739 -
At 31 December 2019 and R2019F 128318k
1 January 2020 202061 AA1R 308,443 346,340 7,138 9832 139,391 901,144
Additions NE 1,497 700 462 1,003 8,331 12,893
Witten-off ki - (70) (33) - - (103)
Disposal RE - - (24) - - (24)
Transfer from construction BATRIR
in progress 72 77 - - (149) -
At 31 December 2020 ®2020%12A31 8 400,012 347,047 7,543 11,735 147 573 913,910
Accumulated depreciation RHRERAE
and impairment
1 January 2019 2019F 1418 103,903 141,857 5117 6,052 - 256,929
Charge for the year FRMGK 17,055 27,380 606 816 - 45857
Disposals RE - (123) [739) (14) - (876)
At 31 December 2019 and R2019%F 128318k
1 January 2020 202081 RA 1R 120,958 169,114 4984 6,854 - 301,910
Charge for the year FRMB 17,524 28,478 666 1475 - 48,143
Whitten-off ki - (42) (31) - - (73)
Disposal BE - - (23] - - (23]
At 31 December 2020 20205 12A31H 138,482 197,550 5,596 8,329 - 349,957
Carrying amount BREE
At 31 December 2020 R2020F12A31H 261,530 149 497 1,947 3,406 147 573 563,953
At 31 December 2019 2019124318 277 485 177,226 2,154 2978 139,391 599,234




17.

18.

PROPERTY, PLANT AND EQUIPMENT (Continved)

At 31 December 2020, property, plant and equipment with a net
book value of RMB332,548,000 (2019: RMB424,508,000)
was pledged fo secure general banking and other facilities granted
fo the Group [see note 32).

At 31 December 2020, the Group has yet fo obtain property
ownership certificates for buildings with an aggregate nef book
value of RMB33,945,000 (2019: RMB36,077,000). The
directors of the Company are of the opinion that the Group

owned the beneficial fifle 1o these buildings as ot 31 December
2020 and 2019.

LEASES AND RIGHT-OF-USE ASSETS

17.

18.

% - BERSE®

202012 A31 B BREFERA
R #332,548,0007T(2019%F : AR
#424,508,0007T) 9% ~ B Mk
BERMER TAKEN —RIBITLHE
@& (R 32) FIAEMA o

202012 A31 8 » NEE # KRB
HEERMEFERMARE330450007T
(20194 : AR®36,077,0007T) &
REMBESNEMERE - ARRES
R A 2020F K2019F 12 A31
B AEEBEARSEEYNERE
fE o

At 31 December: R12A318:
Rightof-use assefs EREEE
— Properties /e
— land-use-rights — IMfE R
— Plant and machinery — R KA

HERFERAEEE
2020 2019
2020 & 20194
RMB’000 RMB'000
AR®T T AR®ET T
6,681 2,108
109,947 116,831
3,383 3,750
120,011 122,779

At 31 December 2020, rightofuse assefs with an aggregate
carrying amount of RMBQ 1,499,000 (2019: RMB1,429,000)
were pledged to secure general banking facilities granted to the
Group (see note 32).

2020F 12310 - EAEEER
HAREARE1,499,0007T(2019F :
AR#091,429,0007T) B {EHE # LA #&
RAGEEERE —RIRITRE - (R
FE32)



18. LEASES AND RIGHT-OF-USE ASSETS (Continved)

The maturity analysis, based on undiscounted cash flows, of the

Group's lease liabilities is as follows:

18. HERFHAREE »)

AEEHEABEENABRAESREZ
FEBEROMT -

2020 2019
2020 &£ 20194
RMB’000 RMB'000
AR®T T AR®ET T
— less than 1 year — DR F 5,198 4,855
— Befween 1 and 2 years — 1 FE2F 5,198 2,160
— Between 2 and 5 years — 2FES5F 3,705 3,778
14,101 10,793

Depreciation charge of rightofuse assets  {F FEEENTEER
— Properties — W 2,591 3,228
— land-use-rights — T A 3,593 3,570
— Plant and machinery — B B AR 924 960
7,108 7,758

Impairment loss of rightof-use assets EREEERERE
— land-use-ights — TEAE 3,291 -
Lease inferests HEF S 1,689 1,942
Total cash outflow for leases HEBRESTH 5,362 5,969
Additions to rightof-use assets NEEREEE 8,260 598

The Group leases various land-use-rights, land and buildings and
motor vehicles. lease agreements are typically made for fixed
periods of 2 to 20 years (2019: 2-20 vears|. lease terms are
negotiated on an individual basis and confain a wide range of
different terms and conditions. The lease agreements do not
impose any covenants and the leased assets may not be used as

security for borrowing purposes.

AEBHES TR LHEAE - L E
FhA®E HEHZBER/2FE20
F el TEHRQOIOE: 2F £20
F) HEBZETEESESENK
AR - HE GRBZAE RS A&
o WHAZ ARG LGS -
EMBTREEMOE HEEETS
FRYEfEFRIELR -



18. LEASES AND RIGHT-OF-USE ASSETS (Continved)

During 2020, due fo operating loss in the Group's business, the
Group tested related cash generating units ("CGUs") for
impairment. The reviews led to the recognition of an impairment
loss of land-use-rights of RMB3,291,000 (2019: RMBnil), that
has been recognised in “Other income/(expenses), gain/|loss),
net” in the consolidated statement of profit or loss and other
comprehensive income. The recoverable amount of the relevant
assets of RMB40,317,000 has been determined on the basis of
its fair value less costs of disposal (level 3 fair value
measurements).

19. INTERESTS IN ASSOCIATES

18. HERFHAREE »)

R2020%F - ARAKEREHREE
LR AREHEBRRSELEN
(MREELEM])ETRERNR - BR
BRI HERBRREEREARYE
3,291,000t (20194 : AR¥Z L)
DR aERROTEBBA (8
18) - Was(B8R) - FHEI#R - AR
# 40,317,000 TR MERE & ZE AT e B &
HEREQAPEROERAN(E=ZAR
FEFE)EEEE -

19. RBEE QTS

2020 2019

2020 20194
RMB’000 RMB'O00
ARBT ARETT

67,354 68,108
102,129 102,129

Unlisted investments: FELTRE :
Share of net assets R FEE
Goodwill EES
Impairment losses A B

169,483 170,237
(102,129 (102,129

67,354 68,108




19. INTERESTS IN ASSOCIATES (Continved) 19. REFE QRIS (#)

The Group has the following associates as at 31 December B2020F 12 A31 8 K2019F 12 A
2020 and 31 December 2019. 318 REBENLTHENR - .
Principal place % of
Name of business ownership interests Principal activities
=L TREEHE EOEREREEREoL ETEXEHR
Deda Holdings Limited BVI 30% Investment holding
REER AR AT HBREZHE 30% REZER
Hong Kong Fuijian Investments Limited Hong Kong 30% Investment holding
ety ) 30% REZER
Sichuan Baohe Fushan Resources The PRC 30% Industrial park operation and
Recycling Development Co., Lid. development
mERNE LBEERAEEGRAR I 30% ReERERTEE
Sichuan JX E-commerce Trading Co., Lid.* The PRC 25% Operation of renewable metal
("JX E-commerce”) electronic commerce platform
M eEREFREBEERAR T 25% ReprEsBEETRB YA
([ERREFEK])
The following table shows, in aggregate, the Group's share of NRINRAEEEEPA BT EXR
the amounts of all individually immaterial associates that are REEZENBE N RNATHE

accounted for using the equity method.

2020 2019

2020 20194
RMB’000 RMB'000
ARBT T ARETT

At 31 December: MB12B31R8:

Carrying amounts of interests R BRE (E 68,108

Year ended 31 December: HZ12A31HIEEE :

loss and total comprehensive loss BREEFAZEEBBER

for the year (4,811)

As at 31 December 2020, the bank and cash balances of the MR2020F 12 A31H - KEERF
Group' associates in the PRC denominated in Renminbi ("RMB”) BENTUARBE(IARE D FED
amounted to RMB361,000 (2019: RMB2,611,000]. RITRRSEHRBARBE361,0007T
Conversion of RMB info foreign currencies is subject to the PRC's (2019 : AR¥2,611,0007T) = A
Foreign Exchange Control Regulations. REEBMBINEBZPEARLFHIN

FEE & 1 R 1P AR BR



20. GOODWILL 20. B8
RMB'000
ARBTIT
Cost RS
At 1 January 2019, 31 December 2019, 2019118 20194124318 -
1 January 2020 and 31 December 2020 20201 A1 H&202056 1231 H 701,859
Accumulated impairment losses RitREEE
At 1 January 2019 M2019F1H1H 16,081
Impairment loss recognised in the current year N JE B RER R (E R 18 407,883
At 31 December 2019 and 1 January 2020 MR2019F 12 431 BKX2020F 1 A1 H 423,964
Impairment loss recognised in the current year RNFEEHERRERER 277,895
At 31 December 2020 202012831 H 701,859
Carrying amount ARMEIE
At 31 December 2020 M2020F12A31H -
At 31 December 2019 M2019F12A31H 277,895




20. GOODWILL (Confinued)

20. BHE #®)

Goodwill acquired in a business combination is allocated, at %ﬁ‘%/\{%(ﬁ’\ﬂﬁzﬁ% ) FES g E
acquisition, to the cash generating units ("CGUs") that are DI ETEH S RN ERKA O E’]IE@F
expected fo benefit from that business combination. The carrying HEM([BReELEM])  BHER@E
amount of goodwill had been allocated as follows: SEWR ¢
Impairment loss Impairment loss
recognised recognised
Carrying in the Carrying in the Carrying
amount current year amount current year amount
REECER AEECRER
BREE REEE fREE REEE REE
At
At 31 December At
1 January 2019 and 31 December
2019 2019 1 January 2020 2020 2020
720195
R2019F 128318 K #2020 £
1B1H R2019F 2020F1H1H 72020 & 12A31H
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AREFTL AREFT AREFT
Recycled copper products BAREER
— Xiangbei — ik 22,766 - 22,766 (22,760) -
— Baohe Xinshiji — REFHA 213 - 213 (213) -
— Baohe Taiyue - RANEY 248 - 248 (248) -
— Zhaofeng — ke 63,564 - 63,564 (63,564) -
— Rongsheng - BR 290,977 (289,782) 1,195 (1,195) -
— Chengxin - RE& 308,010 (118,101) 189 909 (189,909 -
685,778 (407,883 277 895 (277 895) -

The recoverable amounts of the CGUs are defermined on the
basis of their value in use using discounted cash flow method
(level 3 fair value measurements). The key assumptions for the
discounted cash flow method are those regarding the discount
rates, growth rafes and revenue during the period. The Group
estimates discount rafes using pre-fax rates that reflect current
market assessments of the time value of money and the risks
specific to the CGUs. The growth rates are based on longferm
average economic growth rate of the geographical area in which
the businesses of the CGUs operate. Budgeted gross margin and
revenue are based on past practices and expectations on market
development.

REeELSE Tiz—ﬂkﬁﬁgﬁﬁﬁﬁﬂﬁﬁfﬁ
ReEREEX(BE=ZRATEFE)IKE
FREEESTE WHARESRBEANEE
BREASBEBANAEIRE  BREREE
HHRR AEEEARRTSHEE
REEELRBRESEEBVNEERRE
AT A R ETREIR K o IR E T
VAZR 5 B A B SE TG 45 2 B0 3 & 1Y) R P
FHRERRRBEYE - HHIEMNER
EEROBEEN RETSERNE
HARIKIR -



20. GOODWILL (Confinued)

21.

The Group prepares cash flow forecasts derived from the most
recent financial budgets approved by the directors for the next
five years with the residual period using the growth rate of 0%
(2019: O%). This rate does not exceed the average long-ferm
growth rate for the relevant markets.

The rate used to discount the forecast cash flows is 11%-13%
(2019: 8.33%9.00%).

At 31 December 2020, before impairment testing, goodwill
were allocated as above. Due to changes in market condition,
the Group has revised its cash flow forecasts for these CGUs. The
goodwill allocated to the CGUs have therefore been reduced to
its recoverable amount of RMBnil respectively through recognition
of an impairment loss against goodwill of RMB277,895,000
(2019: RMB407,883,000) during the year.

20. BHE#)

AEEUEEHARRAFHIAEZ AT
MHERF FR S RERR O FIRIRE
#REKO0% (20194 - 0%) - B B 15
RETMBBARAMTSNFHRMER

R REFEA2020F12A318 4
11%Z 13% (20194 : 8.33%ZE 9%) #)
AT KALER -

20206124318 - RBERIFAT -
BECDORNLE - ARTREE - K&
BT HOREReELBUZ RS
MIER c RFEADEERSELEM 2
EERMmMERARK277,8950007T
(20194 : AR¥ 407,883,0007T) #
MEBEMREEEATKESEARE

2T o

PREPAYMENTS, OTHER RECEIVABLES AND OTHER 21. fEff & - EttFEWRE R HAtb
ASSETS BE
2020 2019
2020 & 20194
RMB’000 RMB'000
AR®T R ARETIT
Non-current assets FRBEE
Prepayments for property, plant and M -~ BB RRE NI
equipment and land-use-rights & RETRERT R 18,934 24,441
Current assets RBEE
Advance payments to suppliers B R FIR 1,957,978 1,842,131
Government grants receivable FEMBUT # B 242,446 157,431
VAT input accrued B {HHEER 91,728 82,773
Other deposits and receivables Hipz e &K KRIEA 21,505 22,485
Prepayment FARTR 26,371 3,517
Interest receivables FEUAH B 14,297 -
2,354,325 2,108,337
2,373,259 2,132,778




22. DEFERRED TAX

22, IEEEBH

Depreciation/
amortisation
allowances
in excess of Losses available
related for offsetting
depreciation/ Provision  against future
amortisation  and accruals  taxable profits Total
BHAER
EE/
BHEN A AR
e/ BER RRER
Eeh EstER  BURRIMER Bt
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETT
At 1 January 2019 R2019% 1R 1H (2,070) 19,079 2,629 19,638
Credit/(charge] fo profit or loss &t A/ (k) F B &=
for the year 236 (9,376) 5,010 14,130
At 31 December 2019 and 72019412 A31H
1 January 2020 2020F1 A1 H (1,834] 9,703 7,639 15,508
Credit/(charge) to profit or loss T A/ (%) FAE =
for the year 137 (3,210) (7,639) (10,712)
At 31 December 2020 #2020 12A31R (1,697) 6,493 - 4,796

The following is the analysis of the deferred tax balances (after
offset) for consolidated statement of financial position purposes:

AR (R EETR) AT -

2020

2020 &

RMB’000

AR¥T

Deferred tax assetfs BEERIAE E 6,493
Deferred tax liabilities BERIEEE (1,697)

4,796

AN R taR & M ISR 3R T A Y IR RE A

2019
20194
RMB'O00
ARETIT

16,605
(1,097)

15,508



22.

23.

DEFERRED TAX (Continved)

At the end of the reporting period the Group has unused tax
losses of RMB116,454,000 (2019: RMB99,214,000)
available for offset against future profits. A deferred tax asset has
been recognised in respect of RMB Nil (2019:
RMB30,556,000) of such losses. No deferred tax asset has
been recognised in respect of the remaining RMB1 16,454,000
(2019: RMB68,658,000) due fo the unpredictability of future
profit stfreams. Included in unrecognised fax losses are losses of
RMB116,454,000 (2019: RMB38,102,000) that will expire in
2025 (2019: 2024). Other fax losses may be carried forward
indefinitely.

At the end of the reporting period, the aggregate amount of
temporary differences associated with undistributed earnings of
subsidiaries and associates for which deferred tax liabilities have
not been recognised is RMB841,915,000 (2019:
RMB877,486,000). No liability has been recognised in respect
of these differences because the Group is in a position to control
the timing of reversal of the temporary differences and it is
probable that such differences will not reverse in the foreseeable
future.

INVENTORIES

22.

23.

EEBIE ()

RBEHR - AEEAAREARIARE
AR #116,454,0007C (20194 = A
R#99,214,0007T ) A A A 35 R 2R
wAl e EMZERARETIT(2019
F: AR#¥ 30,556,000 7T ) R IE T
MIREE ° BN AREAEREN T AIIE
A KRBT AR 116,454,000
TL(20194F : AR #68,658,0007T )
RELEHRIBEE - AEAHBABRE
AR ®116,454,0007T (20194 -
AER¥ 38,102,000 7T) B #E #2025
F (20194 : 20244 ) B Hy - H Ath T
HEE A B ER G -

RER - EREREEH AR ERN
B /B8 2 AR 3% B R AE B RO B B Z AR AR
A AR EEB41,915000(20194F -
ARWE877,486,000) - Hi B ERZ
FERERR > TARAKEEENE
) 2 OV T By = R A R ] Mo ok F AN A
AR gEREm -

Raw materials JRAE
Work in progress EEm
Finished goods SR

NEHRZEm

Goods in transit

FE
2020 2019
2020 20194
RMB’000 RMB'O00
ARBT ARETT
158,168 114,248
7,319 ?,650
47,890 129,090
103,399 310,811
316,776 563,799

At 31 December 2020, the Group's inventories with a carrying
amount of RMB164,951,000 (2019: RMB163,566,000) were
pledged as security for the Group's bank borrowings, as further
detailed in note 32 to the consolidated financial statements.

202012 A31 B AEEKRHEE
B AR®E164,951,000(20194F : A
R#163,566,000) i ECIERALE
BRTTERAER - FRMBRERIMEE
32



24. TRADE AND BILLS RECEIVABLES

24, BEZRRFERERRE

2020 2019
2020 20194
RMB’000 RMB'O00

ARBTT AR¥ETT

Trade receivables
Impairment

B SRR
B

Bills receivables

R

2,250,610 1,272,188
(131,231) (84,2206)
2,119,379 1,187,962
10,322 1,075
2,129,701 1,189,037

Notes:

(i)

The Group's trading terms with its customers are mainly on credit, except for new
customers, where payment in advance is normally required. The credit period is
generally O to 3 months. Each customer has a maximum credit limit. The Group
seeks to maintain sirict control over its outstanding receivables and has a credit
control department to minimise credit risk. Overdue balances are reviewed
regularly by senior management. The Group does not hold any collateral or other
credit enhancements over ifs trade receivable balances. Trade receivables are
nonvinterestbearing.

As part of its normal business, the Group entered info a trade receivable factoring
arrangement [the “Factoring Arrangement”) and transferred certain trade
receivables to a financial institution. Under the Factoring Arrangement, the Group
is required 1o reimburse the bank for any loss, including the loss arising in default
of the trade debtors. Subsequent fo the transfer, the Group has retained the
substantial risks and rewards of the trade receivables and accordingly, it
continued to recognise the full carrying amounts of the trade receivables.
Factoring loan is recognised for any consideration received for the Factoring
Arrangement. The carrying amount of the assets that the Group continued fo
recognise as at 31 December 2020 was RMB593,183,000 (2019:
RMB332,023,000) and that of the associated liabilities as at 31 December
2020 was RMB467,000,000 (2019: RMB261,100,000).

(il

AEBIBUEESTAREPITLESER -
HEREERME,EENR - FEPH—KABO0
Z=3EA - BHEEFHRERSEREE -
REBENRBEEEHE R E EWFOR - I
REEEEGHR - URBREEERRE -
SREEETHECRRMES c AEBMAS
HEE SRR ESSBEEMERRLE
R EIRAIEN - BRRKHETITE °

ERAREBN D AEEFI-RE
ZRBFRERERS (TRERHE]) - WHE
TESEKHEER TS REE - RIFRE
ZH - AEBEERNRITHEEMNESE 215
ESEBARNELNEE - BEk  £%
EEREEZEWFANERER KRR -
Hit - HEEERE SRR 2 8 RE
18 BLOREE 22 BF OB (R ] R B S FE 2B B R
BER - REEN2020F 12 A 31 AEER
ROEEREMBEA/ARKS93,183,0007T
(20194 : AR¥332,023,0007T) M8 E
BER2020F 12 A3 HOEREEEBERARE
467,000,0007T(2019F : A R ¥
261,100,000 7%) °



24. TRADE AND BILLS RECEIVABLES (Coniinved)

The aging analysis of frade and bills receivables, based on the
invoice date, and net of allowance, is as follows:

24. ESEWREREREE #)

5 MWK IA N U R g 0 BR ik 0 AT
(ERZEZRHLIOREREFE) O

2020 2019

2020 20194
RMB’000 RMB'000
AR®TR ARETIT

Within 30 days 30KRA

31 to 60 days 31260K

61 to 180 days 61 180K
Over 180 days 238 180K

1,316,009 760,171
79,668 135,710
376,102 140,831
357,922 152,325

2,129,701 1,189,037

The movement in provision for impairment of frade receivables is
as follows:

B REFRRREREZSIT

2020 2019

2020 20194
RMB’000 RMB'000
ARBT T ARETTT

Balance at beginning of year FOIEEER

Provision/(reversal of provision) for RS, (BERR) T3

bad debts, net

84,226 129,341

47,005 [45,115)

Balance at end of year FAREH

131,231 84,226

The Group applies the simplified approach under IFRS 9 to
provide for expected credit losses using the lifetime expected loss
provision for all frade receivables. To measure the expected credit
losses, trade receivables have been grouped based on shared
credit risk characteristics and the days past due. The expected
credit losses also incorporate forward looking information.

7N E2 8| e R B PR B A SR A5 R R 36 O SR
BT R AR A A i B TR B e 1R 1
BREEZRERENTAREEER
HEREE - REFERHEEFE ES
EUFREREXZERRARSIE
HREHETHE - FHEEBERTES
AR ML E RS o



24. TRADE AND BILLS RECEIVABLES (Coniinved)

1 days to
Current 2 months
0E 1XZ2(8A

At 31 December 2020 W2020512A31H

Weighted average ETHEEREEE

expected loss rafe 2.8% 5.7%
Receivable amount RMB'000) U FIE (AR T IT) 1,353,237 90,975
Loss allowance (RMB'000) EBEEEARETT) 37,228 5,183

At 31 December 2019 ®2019512A31AR

Weighted average e B EE

expected loss rate 4.1% 2.5%
Receivable amount RMB'000)  FEUFIE (ARKET L) 696,517 231,248
Loss allowance (RMB'000) EEEEARETT) 28,297 5,788

25. DERIVATIVE FINANCIAL INSTRUMENT

24. ESEWREREREE #)

Past due
bkt
2to 6to Over
6months  12months 12 months Total
226 6Z12{8 BB12@A st

7.6% 12.0% 47.7% 5.8%
550,229 210,552 45,617 2,250,610
41,839 25,219 21,762 131,231

8.1% 13.5% 100.0% 6.6%
148,721 182,152 13,550 1,272,188
12,000 24,591 13,550 84,226

5 TESREE

Unlisted put option R T RA B

2020 2019

2020 20194
RMB’000 RMB'O00
AR¥TR AREBFT
106,306 107,451

Notes:

On 25 October 2017, a subsidiary of the Group, Fuging Zhongjin, entered into an
equity transfer agreement (the “"Equity Transfer Agreement”) with Sichuan Xijiulong
Investment Co, Lid. (“Xijiulong”), a company controlled by Ms. Yu Yanyan and Ms. Yu
Jiajia, who are connected persons of the Company by virtue of them being the daughters
of Mr. Yu Jianqiu, pursuant to which Fuging Zhongjin agreed to purchase a 25% equity
inferest of JX E-commerce Trading Co., ltd ("JX E-commerce”) from Xijiulong for a cash
consideration of RMB125,000,000. The acquisition of JX E-commerce was completed
on 6 November 2017 [the "Acquisition Date”).

Under the Equity Transfer Agreement for the acquisition of JX E-commerce, an associate
of the Group, the Group was granted a right to resell the entire equity inferests to
Xijiulong at a consideration equivalent to the net investment cost paid by the Group for
the acquisition, if JX E-commerce fails to complete o qualified initial public offering within
3 years from the acquisition date. As at 31 December 2020, the fair value of the right to
resell was estimated by the Company as approximately RMB106,306,000 (2019:
RMB107,451,000).

GEX

20179108250  AKBEWBARESET @
mNEENEREERAR ((FANE]  —FHhmik
FaLRaEELXL(AREAMNERELEZZEM
REDRZEEAL)EHARR) /TR E
([ EnE])  BUEETERBEBERAANL
EURESERETFRABARAR ((2RREFHL])
M25% A D - ReRER AR 125000000
T WHSEREFEBR2017411 A6H (T4EE
HED R -

RELEBESERETAH(REE-—MBELAF)H
iR - WS EREFRBRER R B B
SFATRAEEBRBERAMBEE  NEEBRERNE
DEEESE TR REFERAEEAKER
SATHIRE R AFEE - 7020209012 A31 H » AR
RIFTAET B ERNATELHRARE 106,306,000
(20194 : AR 107,451,0007T) °



25.

26.

27.

DERIVATIVE FINANCIAL INSTRUMENT (Continved)

Notes: (Continued)

On 27 March 2020, the Group has entered info a loan agreement (the “loan
Agreement”) with Xijiulong, pursuant to which, Xijiulong commitied to place a shortterm
loan of RMB 125,000,000 to the Group with interest bearing at 4.35% per annum and
repayable on 20 November 2020. Furthermore, according to the agreement, the
principal amount of the loan will be offset against the obligation of Xijiulong for
repurchasing the 25% equity interest in JX E-commerce at a consideration of

RMB 125,000,000 upon the exercise of the put option.

On 29 October 2020, the Group and Xijiulong further entered info a supplemental loan
agreement pursuant to which Xijiulong agreed to unconditionally waive the interest

accrued thereunder the Loan Agreement.
On 9 November 2020, a repurchase agreement was entered info between the Group
and Xijiulong, pursuant to which the Group conditionally agreed to sell and transfer, and

Xijiulong conditionally agreed to purchase the 25% equity interest of JX E-commerce at
the consideration of RMB125,000,000.

AMOUNTS DUE FROM/TO ASSOCIATES

The amounts due from/to associates are unsecured, interestfree
and are repayable on demand.

AMOUNTS DUE FROM/TO RELATED PARTIES

The amounts due from/fo related parties are unsecured, inferest-
free and are repayable on demand.

25.

26.

27.

PTHEESREE @)

BiE - ()

W2020% 3 27 B - AEEEF AR LERGH
(TERBZED » Bt - FAERBRAEEREEH
ERARK125000,0007T - #FFEA35%:1 5

WAK 20205 11 A20 B E& - B4 REBEWE
ERA B AR EHEANERTEREMERIER
BEARKI12500000tHEOLEREFHEN
25% M EE °

E"QOQO@]OHQQEI K%Eﬁiﬁjﬁéﬂﬁ?ﬁﬁg
\n‘I'EI’J*\JE °
M2020F 11 BOR - AEME HFEALEERT LR

BBl ARBARGREHEREE  mm)l

ANERKREREUREARE 125,000,000 THE
EESRERE T 25%#a

FEUR,FEAIB & D BRI

pEl R B A )
HERARERMLE -

e, HE 1S BE B T3 RROE

FEUKFE A< RS
BRBRENRERE -

AR ELH -

FOR S EEM - A



28. CASH AND CASH EQUIVALENTS AND PLEDGED

28. BERBETEFERBEUAREE

DEPOSITS RIER

2020 2019
2020 20194
RMB’000 RMB'000
AR¥TR ARETT
Cash and bank balances H& MIR1TEE S 47,321 64,703
Pledged deposits BRI F R 525,902 42,982
573,223 107,685

Pledged deposits: EEMER
— Deposits with guarantee companies ~ — RIERQBHRES 1,575 1,575
— Deposits with banks — RITER 494,420 12,900
— Deposits with other companies — REMARNRES 29,907 28,507
525,902 42,982

Pledged deposits with banks of RMB481,520,000 and
RMB12,900,000 were mainly placed as security for bills
payable and bank and other borrowings of the Group
respectively.

Pledged deposits were placed with other companies and
guarantee companies for the purpose of obtaining bank loans of
RMB42,975,000 (2019: RMB46,000,000), which were
secured by the property, plant and equipment of such companies
(see note 32).

As at 31 December 2020, the cash and cash equivalents of the
Group denominated in Renminbi ["RMB”) amounted to
RMB571,556,000 (2019: RMB61,850,000). Conversion of
RMB into foreign currencies is subject to the PRC’s Foreign
Exchange Control Regulafions.

RIBITHEERERD BN ASARE
481,520,000 7T 2 A R ¥ 12,900,000
TEERRAEENENRIERIRITR
HAbfE T REEIR 5 o

SIS IRITERARK 42,075,000 7T
(20194 = AR ¥ 46,000,0007T ) i
REMABRRERABDEFEREETTF
H o AZEFRARNYE - BERREE
M RMEE32) -

2020F 12318 AREEBNUAR
BIARBDENRE RS FE
HERAR®ES571,556,0007T (2019
F: ARMKS61,850,0007T) « ARM
HMRINEAZhEARAMBEINEE
B ERGIFR IR ©



29. TRADE AND BILLS PAYABLES

29. EZENFERENRRE

2020

2020
RMB’000
ARBTT

Trade payables B S ENFIE
Bills payable AN

542,894
525,710

1,068,604

The bills payable is secured by the pledge of the time deposits of
the Group amounting to RMB494,420,000 (2019:
RMB12,200,000).

The aging analysis of frade payables, based on the date of
receipt of goods, is as follows:

e RBAREE

2019
20194
RMB'O00
AR¥ETT

534,092
25,800

559,892

EMERARE

494,420,000 T (20194 : A B %

12,900,000 7T ) &

jﬂﬂo

REZEZAH  BSERMNFRARENE

EEOREDMTIAT -

2020

2020
RMB’000
AR®T

Within 30 days 30KXKK

31 to 60 days 31 260K

61 1o 180 days 612 180K
Over 180 days 238 180K

650,531
115,850
169,517
132,706

1,068,604

The trade payables are non-interested bearing and are normally
seffled on 30-days terms.

B RNHIBIER
HIREH -

2019
20194
RMB'O00
AR¥ETT

/8,738
453,224
9,154
18,776

559,892

L AERI0KE



30. OTHER PAYABLES AND ACCRUALS

30. HttENRERETER

2020 2019
2020 & 20194
Note RMB’000 RMB'O00
PiEE AR®T T ARETT

Salaries, wages, bonus and He I8 B NEM
other accrued benefits FEZH1E F 3,016 5215

Payables for the purchase of BEWE  BEMRBD
property, plant and equipment FEST B 32,694 42,871
VAT payable FERTIBER 748,223 497,426
Other taxes payable H i e {518 113,398 50,248
Contract liabilities aHa’E (a) 364,198 225,500
Inferest payables FERTR) B 26,713 4,386
Others Hib 45,105 47,787
1,333,347 873,433

Note: BT -
(a) Contract liabilities (a) aHaE
As at As at As at
31 December 31 December 1 January
2020 2019 2019
72020 &£ R20194F R20194F
12A31H 12A31H TH1H
RMB’000 RMB'000 RMB'000
AR¥T T AREFT AREFT
Contract liabilities — advances AHEE — IEPWEMEA
received from customers 364,198 225,500 30,578
2020 2019
2020 F 20194
RMB’000 RMB'000
AR¥T R ARETT
Revenue recognised in the year that was included — REFFT AE KA EZ FAFERU S

in contract liabilities at beginning of year 225,500 30,578




30. OTHER PAYABLES AND ACCRUALS (Continved)

Note: (Continued)
(a) Contract liabilities (Continued)

Transaction prices allocated fo performance obligations unsatisfied at end of year
and expecied 1o be recognised as revenue in:

30. HhESRIEREFTER (@)

BiEE - ()

@) AREEE)
RERDEZRERBHEELEHRNAT

2020 20204
2021 20215

Significant changes in contract liabilities during the year:

Increase due to operations in the year FRELEMZIMN
Transfer of contract liabilities to revenue ERAENBEENRE

A confract liability represents the Group's obligation to transfer products to a
customer for which the Group has received consideration or an amount of

consideration is due) from the customer.

31. NOTE PAYABLES

FERRAERZIZHE
2020 2019
2020 20194
RMB’000 RMB'000
AR¥ T ARMETFTT
= 30,578
225,500 -
225,500 30,578
FRAEHNABEERED
2020 2019
2020 20194
RMB’000 RMB'000
AR¥ T ARETT
364,198 225,500
(225,500) (30,578

BHABREASEREDEFRE(RRES
BIM MASZEERKRB TR ZEME -

31. BENRE

2020 2019

2020 20194
RMB’000 RMB'O00
ARBTT ARETTT

Note payables, at amortised cost REER AT ENRNRER 89,479 30,457

The note payables with an aggregate principal amount of
HK$ 106,320,000 (equivalent to RMB89,478,000) (2019:
HK$34,000,000 (equivalent to RMB30,457,000)) are
unsecured, interestbearing at 12% to 13% (2019:13%) per
annum and repayable within one year (2019: one year)

FERTRIZAR &5 106,320,000 7T (48
ENAR¥89,478,0007) (20194
% : 34,000,000 TT(HER AR
30,457,0007T)) AEEA - L 12% %
13% (20194 : 13%) W F M X5 B3
R—FR(20194F : —F)EE -



32. INTEREST-BEARING BANK AND OTHER

BORROWINGS

Current

Bank loans — secured

Other borrowings — secured

Other borrowings — unsecured
and guaranteed

Other borrowings — unsecured
and unguaranteed

Factoring loan — secured

Entrusted loans — secured

B8

RITER — BEF
HAipfER — BEA

Hip AR — BEA LB ER

HAbfER — SIEH REER

FER — HEMA
ZEER — BEA

The borrowings are repayable as follows:

On demand or within one year

BRRER A T EREEE -
BRERe—F N

The average inferest rates at

31 December were as follows:

Bank loans — secured

Other borrowings — secured

Other borrowings — unsecured
and guaranteed

Other borrowings — unsecured
and unguaranteed

Factoring loan — secured

Entrusted loans — secured

All'bank and other borrowing of RMB1,232,104,000 (2019:
RMB1,025,111,000) are arranged at fixed inferest rates and
expose the Group fo fair value interest rate risk.

P12 A31 BFEHREMT
RITER — BEA
HAER — AHEA
HAbfEmR — S|IEHREHER
HAfER — BEHREER

REER — FEMA
ZEER — AHEA

32. AR RITREMER

2020

2020
RMB’000
AR®TR

260,400
135,420

25,600
37,568

467,000
306,116

1,232,104

1,232,104

7.11%
6.24%

12.00%

18.00%
7.30%
9.86%

2019

20194
RMB'O00

ARBTT

2019
20194

7.46%
6.91%

N/A
N/A

7.30%
?.68%

MARTEEMERARY
1,232,104,0007L(20194F : AR ¥
1,025,111,0007T) PARE E M =5+ B K%

SASEEBEAR BEMXRER



32. INTEREST-BEARING BANK AND OTHER
BORROWINGS (Continved)

Notes:

(a]

Certain of the Group's interestbearing bank and other borrowings are secured

by:

(i

(i)

(iii)

(iv)

v)

(vi)

(vii)

morigages over the Group's property, plant and equipment, which had
an aggregate carrying value af the end of the reporting period of
RMB332,548,000 (2019: RMB424,508,000);

mortgages over the Group's land-use-rights, which had an aggregate
carrying value af the end of the reporting period of approximately
RMBQ1,499,000 (2019: RMBR1,429,000;

the pledge of inventories amounting to RMB164,951,000 (2019:
RMB163,566,000);

the pledge of trade receivable amounting to RMB593,183,000 (2019:
RMB332,023,000);

the pledge of the Group's time deposits with guarantee companies and
other companies amounting to RMB31,482,000 (2019:
RMB30,082,000);

the pledge of 310,317,000 ordinary shares (2019: 310,317,000
ordinary shares) in the Company held by Mr. Huang Weiping, key
management personnel of the Group, representing 11.8% (2019:

11.8%) of the issued share capital of the Company as at 31 December
2020; and

At 31 December 2020, bank loans of RMB15,500,000 (2019:
RMB15,500,000) were secured by property, plant and equipment of
Sichuan Gushan Vegetable Fat Chemistry Co., Lid (“Gushan Vegetable’),
a private company controlled by Mr. Yu Jiangiu.

32.

AEBETHERITRAMERAATZE
PR

(i)

(i)

(i)

(iv)

vl

vi)

(vii)

AEBYE  BERREBNHER B
BEMRNEREERODARKE
332,548,0007T(2019%F = A B #
424,508,0007T)

AEE L i EAENER RREH
REVBEREERHARK 91,499,000
TL(2019%F : AR¥91,429,0007T)

FEMNERSARK164,951,0007T
(20194 : AR¥163,566,0007T) ;

BHoREFENERABARK
593,183,000 (20194 = A B #
332,023,0007T)

AEERERATREAMATREA
R #31,482,0007T(2019% : A R
#30,082,0007T) 89 5E BATF KAV A

AEBSEZEBEEABREFLLEM
HHARRAT 310,317,000 % & @A
(20194 : 310,317,000 % % 3@ A% )
WEF ZERHEERERFAR
20204 12 A31 HE 1T A11.8%
(20194 : 11.8%) :

M20206F12A31H » fRITEFRAR
#15,500,0007L(2019%F : AR ¥
15,500,0007T)) f )l 2 fE L 22
BRAB(EEZmAE] (—HbaER
FEFESINILARR) 2% - BE



32. INTEREST-BEARING BANK AND OTHER
BORROWINGS (Continved)

Notes: (Continued)

(a) Certain of the Group's interestbearing bank and other borrowings are secured

by: (Continued)

(viiij At 31 December 2020, bank loans of RMB42,00,000 (2019:
RMB52,500,000) were secured by property, plant and equipment of
Mianyang Baohe Jichao Waste Material Recycling Co., Lid. ("Bache

Jiahao"). An associate of the Group has 20% in Baohe Jiahao.

(ix) At 31 December 2020, bank loans of RMB5,000,000 (2019:
RMBS5,000,000) were secured by property, plant and equipment of
Shanghai Mengijun Investment Management Co. (“Shanghai Mengjun’),
a private company controlled by a daughter of Mr. Yu Jiangiu.

(b) The Group had defaulted on convertible bonds amounted to RMB553,004,000
(2019: RMB636,524,000) and entrusted loans amounted to
RMB299,116,000 (2019: RMB299,116,000). The defaults may trigger cross-
default of certain other borrowings amounting to RMB897,388,000 (2019:
RMB725,995,000) as at 31 December 2020. The respective balance of
RMB897,388,000 (2019: RMB725,995,000) was therefore classified as

current liabilities.

32.

STERITREMER &)

(b)

()

AEBETHERITRAMERAATZE
ISR« ()

[vii) 2020512 A31H  RITERAR
#42,00,0007T(2019F : A R ¥
52,500,0007C) f#RF5R M= 5 RE &
MEMRERRB(TRMEEDZD
X BEEREER  NEEOBE
DAV RFER 20%

(ix) 2020 12 A31H  RITERAR
#5,000,0007L(2019F : A R #
5,000,0007T) A LEBREKREERE
RAR([LEEE ] (—MamEnt
L SEFTEHIAA R B AR -

FEERREENTRRESAARE
553,004,0007T(2019F : A R ¥
636,524000 ) R ZEXFERARK
299,116,000 (2019 : A R ¥
299,116,000t ) - #2020 124318 -
BRAITREHETHEHMBERARRK
897,388,000 (2019F : A R #
7259950007 ) HBRZ XNEH - AR
897,388,000 (2019%F : A R ¥
725,995,000)% BFEHAEMN BRI EE



33. CONVERTIBLE BONDS

33. AR ES

The April The HR The PR
2017 CBs CBs CBs Total
201754 A E 5E
MRRES MRRES MRRES gt
RMB'000 RMB'000 RMB'000 RMB'000
ARETTT ARETT ARETFT ARETFT
At 1 January 2019 R2019F1A1H 70,096 336,835 169,923 576,854
Inferest expenses FEFRX 8,453 42,068 21,360 71,881
Interest paid BERFE - (13,796) (3,522) (17,318)
Repayment i - 18,805) - 18,805)
Exchange adjustment [ i F5% 1,715 8,086 4,111 13,912
At 31 December 2019 and 20194 12A31H
1 January 2020 K 20208 1R 18 80,264 364,388 191,872 636,524
Inferest expenses e 2,442 36,348 19,219 58,009
Transfer from other payables — ## B K i {1 308 - 5428 - 5428
Inferest paid BERFE - (29,342) - (29,342)
Setfled by issuing a note BRENTRELEE (82,100) - - (82,100
Net effect on modification of BRI EFRFE
convertible bonds FEE - 5,352 (4,983) 369
Exchange adjustment IR (606) (22,886) (12,392 (35,884)
At 31 December 2020 12020612 A31H - 359,288 193,716 553,004
Notes: BT

[a)

On 12 April 2017, the Company issued convertible bonds (the “April 2017
CBs") with an aggregate principal amount of HK$250,000,000 (equivalent to
approximately RMB221,793,000) in two franches (tfranche | amounted to
HK$135,000,000 and tranche Il amounted to HK$ 115,000,000 at face
value). As at 31 December 2019, tranche | was fully setiled and tranche I had
outstanding principal amounted to HK$80,000,000 (equivalent to approximately
RMB7 1,664,000 and interest amounted to approximately HK$9,573,000
lequivalent to approximately RMB8,600,000).

The April 2017 CBs carry 12% coupon interest per annum payable in arrears
quarterly. Unless redeemed or repurchased early, the original maturity date of the
April 2017 CBs is the first anniversary of the issue date (the “Original Maturity
Date”), subject to the bondholder's right to extend the maturity date inifially for a
period of up to one year (the “Extended Maturity") and also for a period of up to
one year affer the Extended Maturity by nofice in writing to the Company (the
"Further Extended Maturity”). If the April 2017 CBs are not fully converted before
the maturity date, the Company will redeem all the outstanding convertible bonds
plus the interest accrued but unpaid to the bondholder.

al

R2017FA4R128 » AREILEED Wit
TAREEA £ 250,000,000 7T (HEERLA
R#221,793,0007T) #2017 4 A Al # ik
&% (F 144 % A 135,000,000% T & Fll
HE %75 115,000,00087T) » H20194 12
A31H FIMmeEEOBRBEEREIREE
RIEEARE A80,000,0008 T (HERHA
RM71,664,0007T) R FI 8 449,573,000
BT (FHERH AR 8,600,0007T) °

2017 4 AR BB ESRFEREAR 12%5
E EFEXN - -BRIERFHEOKERD
2017 F4 A BBRESRIBAAETHH
FRFRTERIBAD  EEXRBEAS
BOSLERIMAE-F(ERIHE]
MEBRMAARBHERBARERIHA
BHER-—F(E-—FSERIBAD -
2017 F 4 A AR E SR BB B BT R EEE
i ARRBEEME EREENATRR
EHBINEHERN FEFHAEANTE -



33. CONVERTIBLE BONDS (Continved)

Notes: (Continued)

(a]

(b)

(Continued)

The bondholder has the right to convert the principal amount of the April 2017
CBs info ordinary shares of HK$0.1 each of the Company from the first business
day following the first anniversary of the issue dafe up to and including the day
preceding the Extended Maturity or Further Extended Maturity at an initial
conversion price of HK$3.0 per share but subject to adjustments at any fime
during the term of the April 2017 CBs, subject to the minimum public float
requirement.

The Company was notified by the bondholder on 11 April 2019 that it had
exercised its right to further extend the maturity date of the Remaining Tranche I
Convertible Bonds for one (1) year [i.e., 12 April 2020) in accordance with the
terms and conditions of the April 2017 CBs. On 13 April 2020, the Company
has entered into a subscription agreement with the bondholder. According fo the
subscription agreement, the bondholder subscribed for a note issued by the
Company in a principal amount of HK$92,300,000 (equivalent to
RMB82,100,000), interestbearing at 12% per annum and with a maturity date
on 13 April 2021, which was setfled through the outstanding liabilities owed by
the Company fo the bondholder amounted to approximately RMB82,100,000.

On 11 August 2017, the Company issued convertible bonds (the “HR CBs") with
an principal amount of HK$400,000,000 (equivalent to approximately
RMB340,944,000) at face value to China Huarong International Holdings
Limited ("HR").

The HR CBs carry 8% coupon interest per annum payable in arrears quarterly.
Unless redeemed or repurchased early, the original maturity date of the HR CBs
is the second anniversary of the issue date (the “Maturity Date”). If the HR CBs
are not fully converted before the Maturity Date, the Company will redeem all the
outstanding convertible bonds at nominal value plus the interest accrued but
unpaid to HR.

HR has the right to convert the principal amount of the HR CBs info ordinary
shares of HK$0. 1 each of the Company on any business day from the issue date
up to and including the Maturity Date at an initial conversion price of HK$3.0
per share but subject to adjustments at any time during the term of the HR CBs,

subject fo the minimum public float requirement.

IF the average closing share price of the Company during any six consecutive
months within the period commencing from the issue date to the Maturity Date
has never, at any point of time, reached or exceeded the conversion price of the
HR CBs, the Company shall, upon redemption of the HR CBs amounting to
HK$400,000,000, compensate HR in cash so that the HR CBs is guaranteed
an annualised refurn of 12% for the period commencing from the issue date o

the date of redemption.
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33. CONVERTIBLE BONDS (Continved) 33. AR ES &)

Notes: (Continued) MisE - (48)
(b) (Continued) (b) (8&)
The Group had defaulted in its repayment of the HR CBs which had matured on AEBAREMEER219F8A 1T BEEK
11 August 2019. On 22 April 2020, the Company and HR entered info the ERTBRRES - R2020F4 8228 AR
extension deed (the "HR Extension Deed") to extend the original maturity date on T EERET L EERE ([EpmEER2E ) -
11 August 2019 of the convertible bonds (the “Extended HR CBs"] with a i 2N & B8 %l #2 390,000,000 78 JT A £ gh 7] #2
remaining principal amount of HK$390,000,000 for one year to 11 August [EEHMREIEA2019F8A 11 HIE & —
2020. Pursuant fo the HR Extension Deed, the Company and HR have agreed to FEP020F8 AT B ([IEHERATAKRE
the following amendments: %1) o RBERUEHRE - ARRHERFE
ATMERT ¢
— HR has the right to request for early redemption of outstanding amount of - ERARRTEOEMERTTARE
the Extended HR CBs, provided that the aggregate nominal value of the FRAREESH FREETELN
Extended HR CBs to be redeemed shall not exceed HK$ 190,000,000, EMERTREESEEETER
and the Company shall redeem at nominal value of the requested 190,000,000 7T + R AN A 7] IR H
redemption amount (plus any accrued but unpaid interests and default BEERZRNER S (N EEFHER
inferest (if applicable and if any)). RAMEFEOFE (WERRIE)) -

— The Extended HR CBs bear inferest at the rate of 12 per cent per annum - FE R ZE b PR AR F IR O A 2R 1 2% 5t

from and including 12 August 2019 payable quarterly in arrear. Z A(kBE)I201948A12BE
FREA -
The effective date of the HR Extension Deed was 7 May 2020. 2 R0IT MRS Y A B B8 2020 5 A7 H o
The extended HR CBs have been split between the liability element and an equity M2020E5 870 TEIER A MBELED
component on 7 May 2020, as follows: RARERED REXSDS 2EELSRET
RMB'000
ARBETFT
Fair value of the Extended HR CBs at 7 May 2020 M 202045 A7 AEHERATMRESNOATFE 366,910
Equity component of the Extended HR CBs EHAER ATIARR B MR D (14,730)
Liability component of the Extended HR CBs at 7 May 2020 202045 A7 BEHERAIGKRESNABRS 352,180
The extension of the HR CBs with carry value of RMB346,828,000 as at 7 May R202065A78 B @M A A R ¥
2020 resulted in loss on modification of convertible bonds amounted to 346,828,000 TR ER A R EH EHEE
RMB20,082,000. 1B AR E 5 B 18 A R ¥ 20,082,000 7T ©
On 11 August 2020, the Group defaulted on the Extended HR CBs and the M2020%F 8 A 11 B - NEBRREEBTEHE
Group was in negofiation with HR for extension. 0 AT R R 55 e 7 e [ 3 0 AE B3 U IE

FEETH -



33. CONVERTIBLE BONDS (Continved)

Notes: (Continued)

()

On 11 August 2017, the Company issued convertible bonds (the “PR CBs") with
an principal amount of HK$200,000,000 (equivalent to approximately
RMB170,472,000) at face value to Prosper Rich Investments Limited (“PR").

The PR CBs carry 8% coupon inferest per annum payable in arrears quarterly.
Unless redeemed or repurchased early, the original maturity date of the PR CBs is
the second anniversary of the issue date (the “Maturity Date”). If the PR CBs are
not fully converted before the Maturity Date, the Company will redeem all the
outstanding convertible bonds at nominal value plus the interest accrued but
unpaid fo PR.

PR has the right to convert the principal amount of the PR CBs info ordinary shares
of HK$0.1 each of the Company on any business day from the issue date up o
and including the Maturity Date at an initial conversion price of HK$3.0 per
share but subject to adjustments at any time during the ferm of the PR CBs, subject

to the minimum public float requirement.

The Group had defaulted in its repayment of the PR CBs which had matured on
11 August 2019. On 22 April 2020, the Company and PR entered into the
extension deed [the "PR Extension Deed’) to extend the original maturity date on
11 August 2019 of the convertible bonds (the “Extended PR CBs”) with a
remaining principal amount of HK$200,000,000 for one year to 11 August
2020. Pursuant fo the PR Extension Deed, the Company and PR have agreed to
the following amendments:

— The Company has the right to redeem all or part of the Extended PR CBs
at any time prior fo the maturity dafe.

— The Extended PR CBs bear interest at the rate of 12 per cent per annum
from and including 12 August 2019 payable quarterly in arrear.
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33. CONVERTIBLE BONDS (Continved)

Notes: (Continued)

()

(Continued) c)

The effective date of the PR Extension Deed was 7 May 2020.

33. IR ES @)

BiEE - ()

(#)

= BB AR AR 2020565A7H -

The Extended PR CBs have been split between the liability element and an equity M2020F 578 EHFEABRRESE
component on 7 May 2020, as follows: REEHD kgD 2MIEEHBEWT -
RMB'000
ARBEFT
Fair value of the Extended PR CBs at 7 May 2020 #2020 5 A7 ARH= =A@k ESHOATE 180,431
Equity component of the Extended PR CBs EHT AR ESFNER D (7,555)
Liability component of the Extended PR CBs at 7 May 2020 202045 A7 BIEBF ErREFNABHH 172,876

The extension of the PR CBs with carry value of RMB177,859,000 as at 7 May
2020 resulted in loss on modification of convertible bonds amounted to
RMB2,572,000.

On 11 August 2020, the Group defaulted on the Extended PR CBs and the
Group was in negotiation with PR for extension.

M2020F5R7H B W E A B ¥
177,859,000 70 /) & Al & R & 57 3 8 B
EUATMERESERARK 2,572,0007T

R202068A 11 H - REBEREEETHF
B AR A 57 R AN AR B S O RE kM IE
FEETH -



34. LEASE LIABILITIES 34. HESE

Present
Lease payments value of lease payments
HENK HENHRE

2020 2019 2020 2019

2020 % 20194 2020 F 20194
RMB’000 RMB'000 RMB’000 RMB'000
INGLEN ARETT BONSLESAN ARETT

Within one year N 5,198 3,605
In the second fo fifth years, RE_ZFRE (L)
inclusive 8,903 7,517

14,101 10,793 11,122
(2,979) (4,258

11,122 6,535

less: Future finance charges B AREEER

Present value of lease obligations & & EHIRE

less: Amount due for setlement B A1 218 BB

within 12 months (shown FEMRBHERE
under current liabilities) ETER) (3,174)
Amount due for settlement W12 B RSB FIA

3,361

after 12 months

At 31 December 2020, the average effective borrowing rate F2020F 12 A31H @ FHERHN X
was 3.25% (2019: 3.25%). Interest rates are fixed at the B3.25% (20194 : 3.25%) o F| & B
confract dates and thus expose the Group to fair value inferest AHBREEE  AEERERAZ AT

rate risk. EFEERE -



35. CONTINGENT CONSIDERATION LIABILITIES

35. AARNREEE

Notes

i &

Silver Eminent Group RIHER
Value Link Group HiEEE
Sky Harvest Group REEH

(a)
(b)
(c)

2020 2019
2020 20104
RMB’000 RMB'000
AR®TT AREFT
= 101,593

123,474 44,872

- 4,840

123,474 151,305

Notes:

)

(b

On 27 March 2018, the Group acquired 100% interest in Silver Eminent Group
Limited (“Silver Eminent”) and its subsidiaries ("Silver Eminent Group”). The
aggregate consideration of HK$317,647,000 (equivalent to
RMB278,322,000), of which HK$158,823,500 (equivalent to
RMB139,161,000] shall be sefiled in cash and HK$158,823,500 (equivalent
to RMB139,161,000) shall be settled by way of allotment and issue of
consideration shares ("Contingent Shares”). The consideration is subject to
adjustment pursuant fo the earm-out arrangement (“Earn-out Arrangement”). The
Contingent Shares is dependent on net profits of Silver Eminent Group for the
three years ended 31 December 2020.

On 27 March 2018, the vendor of Silver Eminent lended HK$79,412,000
lequivalent to RMB63,567,000) 1o the subsidiaries of Silver Eminent with inferest
rate of 3.85% and repayable on 31 March 2021. If the Contingent Shares
caleulated pursuant to the Eam-out Arrangement is negative, certain portion of the

loan repayable to the vendor will be deducted.

On 4 April 2018, the Group acquired 100% interest in Value Link Developments
Limited ("Value Link") and its subsidiaries ("Value Link Group”). The aggregate
consideration of HK$74 1,175,000 (equivalent to RMB594,229,000), of which
HK$287,647,000 (equivalent o RMB230,618,000) shall be setfled in cash
and HK$453,528,000 (equivalent to RMB363,611,000) shall be setiled by
way of alloiment and issue of consideration shares (“Confingent Shares”). The
consideration is subject fo adjusiment pursuant to the eam-out arrangement (“Earn-
out Arrangement”). The Contingent Shares is dependent on net profits of Value
Link Group for the three years ended 31 December 2020.

During 2018, the vendor of Value Link lended HK$143,823,000 [equivalent to
RMB115,309,000) to the subsidiaries of Value Link with inferest rate of 3.85%
and repayable on 31 March 2021. If the Contingent Shares calculated pursuant
to the Earn-out Arrangement is negative, certain portion of the loan repayable to
the vendor will be deducted.

BT -

(a)

(o)

M20184 38270 » AEMEBEEFEEE
BABITEMF) REMBAR(RFER])
100% %% - BHR1B A 317,647,000/ 7T (8%
WAR278,322,0007T) © HAF 158,823,500
BITHESHN AR 139,161,0007T) BIARE
# B 158,823,500 (B HE N AR
139,161,0007T) # % BB 3 R TR ERHG
(TSR ) 48 - IRIREF T2 HE (R
TR HED) - RER FHEE - SKAREBEEIUAR
SEAFEBEZE 20204 12 A 31 BIE=AFEH
HLF o

R2018F3 A27 A » RFE S MRHFHE A
A fE 179,412,000 T(HERN AR
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35. CONTINGENT CONSIDERATION LIABILITIES
[Continued)

Notes: (Continued)

()

On 19 October 2018, the Group acquired 100% interest in Sky Harvest
Developments Limited (“Sky Harvest’) and its subsidiaries (*Sky Harvest Group”).
The aggregate consideration of HK$509,165,000 (equivalent to
RMB450,774,000), of which HK$$180,000,000 (equivalent to
RMB 159,358,000 shall be settled in cash and HK$329,165,000 (equivalent
to RMB291,416,000) shall be settled by way of allotment and issue of
consideration shares ("Contingent Shares”). The consideration is subject to
adjustment pursuant to the eam-out arrangement (“Earn-out Arrangement”). The
Contingent Shares is dependent on net profits of Sky Harvest Group for the three
years ending 31 December 2021.

During 2018, the vendor of Sky Harvest lended HK$80,000,000 [equivalent to
RMB70,826,000) to the subsidiaries of Sky Harvest with interest rate of 3.85%
and repayable on 31 December 2021. If the Contingent Shares calculated
pursuant fo the Earn-out Arrangement is negative, certain portion of the loan
repayable to the vendor will be deducted.

36. DEFERRED GOVERNMENT GRANTS

The amount represents government grants received from the
Provincial Finance Bureau, Hunan Province. These government
grants are assefs related and are amortised over the useful life of
the related assefs, which is ten years since July 2014.

35. IIAREEE )

fsE - (&)

(c)
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37. SHARE CAPITAL 37. B
Number of
Notes shares RMB'000
BizE BRHEE ARETT
Avuthorised: EE
Ordinary shares of HK$0.1 each B0 B THE R
At 1 January 2019, 31 December R2019F1A1H 20194
2019, 1 January 2020 and 12A31H 20201 R1H
31 December 2020 %2020 12A318 - 100,000,000,000 8,071,000
Issued and fully paid: ERTREHME
Ordinary shares of HK$0.1 each RO ATHEBER
At 1 January 2019 R2019F 1 A1H 2,614,994,.419 210,244
Issuance of ordinary shares BITEBER la) 16,609,419 1,497
At 31 December 2019, 1 January R2019% 12 A31 H * 20204
2020 and 31 December 2020 1TATEXR2020F12A31H 2,631,603,838 211,741
Note BT

(a) On 9 October 2019, the Company issued 16,609,419 ordinary shares at
HK$4.80 each to Sure Victor Global Limited (“Sure Victor”), a seller of a
subsidiary acquired in the prior year, under the earn-out arrangement as
disclosed in note 35(b). RMB1,497,000 and RMB70,390,000 had been
transferred from contingent consideration liabilities to share capital and share

premium respectively.

The Group's objectives when managing capital are to safeguard
the Group's ability to continue as a going concern and to
maximise the refurn fo the shareholders through the optimisation of
the debt and equity balance.

[a) R2019F 10 B9 B - RARMRBER B
BE(HRFESS (b)) » MESRERERARF
(TE8) R E—FEMRBEHBATNET)
F1716,609,4 198 F4.80 B TTH L@
AR¥E1,497,0007T B AR 70,390,000 7T
EohlmkAEREREEEERAREMNE

AEBRERERNBERAREAEE
FEEEMEE N BBELER MR
REERE AR @ & AAE o



38. SHARE-BASED PAYMENTS

The Company operates a share option scheme (the “Scheme”) for
the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants include director or employee of
the Group and any other person including a consultant or
advisor] who in the sole discretion of the Board has contributed
or will confribute to the Group. The Company has a share option
scheme which was adopted on 28 January 2014 and has come
into effect upon the Company’s listing on 21 February 2014
and, unless otherwise cancelled or amended, will remain in force
for 10 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, fo 10% of the shares of the
Company in issue at any time. The maximum number of shares
issuable under share options to each eligible participant in the
Scheme within any 12-month period, is limited to 1% of the
shares of the Company in issue at any time. Any further grant of
shares options in excess of this limit is subject fo shareholders’
approval in a general meeting.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject fo approval in advance by the independent non-executive
directors. In addition, any share options granted fo a substantial
shareholder or an independent non-executive director of the
Company, or fo any of their associates, in excess of 0.1% of the
shares of the Company in issue af any fime or with an aggregate
value (based on the price of the Company’s shares af the date of
the grant) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a general
meeting.

The offer of a grant of share options may be accepted within 30
days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is deferminable by the
directors, and commences affer a cerfain vesting period and ends
on a date which is nof later than five years from the dafe of the
offer of the share options or the expiry date of the Scheme, if
earlier.

38. LIRH RER TR

ARBRABRETE ([ZETE])) > B
KERAERSEERTRE N ER A
BERSHARNBNER - FEEKS
RERRASEESIRERENRESTESE
BRERREHIEHAREEEL R
MEMEMAL(BE—RERH) - AR
FIEBRESEIN 20149 1 A28 HER
o WR2014F2 421 BARRA £
R BRIFERBBURSIER - FERAHE
A 81 B % B R £ RURHI0F -

R AR B A B B 2 RIT R B AE
2B NEBA%FERETERARF]
B BTN Z 10% ° PMEfR+ &
AHME - ZAEISNAERSEERE
RN EETZRMHBE MEBBEA
RANERRFRE BT Z 1% #E—
SR TR EE 2 B RIZARR
RS LHEE o

A&EEE  ARAFETETBRABRTE
BRI F AR A TR THERE
BERMBEILIFNTESTIE - 11
S WERMER+Z@EABE - BFA
RAEBERIBILIFATEFTHKEF
FEEZEMBEA LT ZBREBLAR
AEMRRD HTRM 20.1%%H4EE
(REREARRRRARNDEBRTE)
HE 5008 BT - AIZAERERRAER
RS RCRELAE -

AR AARE L B HIEE 30 B AR E
ERRNER B - WA RS
BREK1ETZERERE  BREZ
THEHHESRE TRR—FEHR
Fis - B RRLERESGEI2/ 8 E
Bt RFE(ABRFER/E) BRI -



38. SHARE-BASED PAYMENTS (Continved) 38.

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the Stock
Exchange closing price of the Company’s shares on the date of
the offer of the share options; (i) the average Stock Exchange
closing price of the Company’s shares for the five trading days
immediately preceding the date of the offer; and {iii) the nominal
value of the Company’s shares on the date of the offer.

LR BERNSTRE)

BREZTEERESETE  HEMEE
RTIIREE (| A ARRORBRER
#) B EAR B S P 2 T E ¢ (i) A AR
MRERZLHERRER S B R
WHE : R(i)| RABIRNNEL RS
ZEfE

Share options do not confer rights on the holder to dividends or BEPGREN N T EHIF A A D EZR SR
fo vofe af shareholders’ meetings. MR AE FIE T o
Details of the specific categories of options are as follows: BN 2 B fERFIBIT ¢
Exercise price
Tranche Date of grant Vesting period Exercise period HKS$
1@
#t REBH FRE rd B
Opfions granted to executive directors and employees
BPHTES RESMERE
A 2 July 2014 One third on the first anniversary, one third on 10 years 1.13
the second anniversary, and the remaining on
the third anniversary of the grant
R2014%7 A 2R AT REENE—BF ZH7-REZBF  10F
RESRE=BF
B 7 May 2015 Same as above 10 years 1.68
R2015%5R78 Elis 10%F
C 31 May 2016 Same as above 10 years 3.66
W201655A31 8 Bl 105



Tranche Date of grant

#t  REAH

38. SHARE-BASED PAYMENTS (Continved) 38.

Vesting period

BES

LR BERNSTRE)

Options granted to certain eligible participants

BRYHTEZ REEMERE
D On 23 July 2015

R2015€7 4238

E On 31 May 2016

R2016E5A31 A

F On 12 December 2017

R2017€12R128

On the first anniversary of the date upon which the
share opfions are accepted subject fo the grantees
remaining as eligible persons af the date of vesting

REBREEZANE—BFAE EAR -
EARARGEAMANARERAL

On the first anniversary of the date of the grant,
subject fo their respective pre-defermined annual
sales fargets were achieved

RELRENE—BF  HEERBRTHER
FEHERR

On 31 March 2019, subject fo the grantees achieving
the pre-determined performance farget for the period
from 1 December 2017 to 31 December 2018
and the grantees remaining as eligible persons
at the date of vesfing

M2019E3A31 B HEEKABTK
2017412 A18Z2018F12A31H
METXERRAARAREERH
BRERAARAL

Options are forfeited if the employee leaves the Group.

Exercise price
Exercise period HKS
1@
ord B
Six months commencing from 2.16
the expiry of the first anniversary
of the date of acceptance
and expiring on the lost day
EMRSESFE-BFERRS
BEERKR—ARLEZAER
10 years 3.66
105
6.3 years 3.7
6.3%

BE —BEREFAKE - HERERET
Z\\ o



38. SHARE-BASED PAYMENTS (Confinued) 38. URHBABEBRNTR @)

Details of the share options outstanding during the year are as FRMAITEERESFBOT
follows:

2020 2019

2020 20194
Weighted Weighted
average average
Number of DG Number of exercise
share options <8 share options price
mEEEY TS
BREHE Grid B EREHA 118
'000 HK$ ‘000 HK$
TR BT Fh& AT

Qutstanding at the beginning RENRETRE

of the year 133,492 161,602 2.34
lapsed/forfeited during the year SRR, WA (6,657) (28,110) (3.66)
Outstanding at the end of the year FAF R AEIT{E 126,835 ! 133,492 213
Exercisable af the end of the year WAF KA F1T{E 126,835 I 133,492 2.10

The options outstanding at the end of the year have a weighted RERBARITEBARE 2 METFHIHRT
average remaining contractual life of 4.5 years (2019: 5.5 BRFHRA5F(2019F : 55%)
years) and the exercise prices range from HK$1.13 to HK$3.7 MITEERINFI1I3BTEIZET

(2019: HK$1.13 to HK$3.7). (20194 - 1.13BTEI./HET) o



39. RESERVE

The amounts of the Group's reserves and the movements therein
for the current and prior years are presented in the consolidated
statfement of changes in equity of the consolidated financial
statements.

(i)

(i)

(iii)

Exchange reserve

The exchange reserve comprises all foreign currency
differences arising from the translation of the financial
statements of the Company and certain subsidiaries with
functional currency other than Renminbi. The reserve is dealt
with in accordance with the accounting policy set out in
note 4 to the consolidated financial statements.

Capital reserve

The capital reserve comprises mainly capital contributions
from shareholders in respect of the contingent considerations
for the acquisition of Jinxin and Xiangbei in November
2010 and August 2011 amounted to RMB33,226,000
and RMB11,555,000 respectively borne by the
shareholders and deemed capital contribution of
RMB77,700,000 being the amount due to the shareholders
waived by the shareholders on 31 December 2012.

Share premium

The application of the share premium account is governed
by the Companies law of the Cayman Islands. Under the
Companies Llaw of the Cayman Islands, the funds in the
share premium account of the Company are distributable to
shareholders of the Company provided that immediately
following the dafe on which the dividend is proposed to be
distributed, the Company will be in a position to pay off ifs
debts as they fall due in the ordinary course of the business.

39. ##%

AEBRAFELBEFENRHBSHE
REBNREYBRRNGAELEE)
RED -

(i)

(iii)

BE 5

ERFRERREELIEUARE
RUNGEEENARRR LA THE
DA B 7% R P E R P B S
BER - ZHBREEAVHR
R EAFTEA G T BOREE -

BEXRRE
BERRHEIZEERERMN 2010
FINAR201F8AKEBETE
B MARE (DRI RARE
33,226,000t &k A R ¥
11,555,0007T - AR &) E
B ARRERERH2012F 12 A 31
BFHEENBRRFIBEBARE
77,700,0007T - ERIETE -

MR A2 {8

B aERNERIHERSER
BEE® - RERSEHE QA
o RARBBRDEERNESA
DIKRFARBRR - HEEBEES
DIKRBZB&  KARREBR
AR BAEEBBREDFEIHE
& o



39. RESERVE (Confinved)

(iv)

(v)

(vi)

Statutory reserves

In accordance with the Wholly Foreign Owned Enterprise
law applicable to the subsidiaries in the PRC, the
subsidiaries are required to make appropriations to the
Statutory Reserve Fund (the “SRF”). At least 10% of the affer
fax profits as determined in accordance with the applicable
PRC accounting standards and regulations must be
allocated to the SRF until the cumulative total of the SRF
reaches 50% of the subsidiaries’ registered capital. Subject
to approval from the relevant PRC authorities, the SRF may
be used to offset any accumulated losses or increase the
registered capital of the subsidiaries. The SRF is not
available for dividend distribution to shareholders.

Share-based payment reserve

Share-based payment reserve represents the portion of the
fair value of unexercised share options granted to
employees of the Group at grant date that has been
recognised in accordance with the accounting policy
adopted for equity-sefiled share option expense in note 4 to
the consolidated financial statements.

The amount will either be transferred to the share premium
account when the option is exercised, or be released
directly to retained profits if the option is lapsed or forfeited.

Warrant reserve

Warrant reserve arises from the issue of warrants less the
expenses incurred pertaining fo the warrants issue. Upon
the exercise of the warrants, the warrant reserve will be
fransferred to share capital and share premium.

39. ®RE @)

(iv)

(v)

(vi)

EEMRE
RBERRHENERQBNINNE
©RE%E ZEWMBRRABRE
ZERBE(DEERER] - R
RE AR B &R R ROABR AT
EEMRRZENNED10%0
APEREEERBE  BEEEE
RETHRFRRCEZINZEM
B AR E AR S50% - &EIARE
TEEEBILER  AERERA
FAPE 85 (2 7] R 51 5 18 3k 38 ek
EMBRRNEMER < EER
e TR AR ARRELBRED
I ©

R BERBONREEE

PARS 73 70 22 B ) £ SR £ 8 DA B £
RERONFHEBEDRTAS
& 8 R 1T /0 BB BN X th
REMAFERD ZAFED
WRGE AV B RERM T AR
REBRERAXAMRANG K
REER ©

% BRS TA BE R T (B 85
EREER - S fin B R R

AR B ERERERE R
Rl o
RREE R

R E R RIR B EITRAER
R E HITPIEERFS -
RIERETER  RBREER
ERERERARREE -



39. RESERVE (Confinved)

(vi) Warrant reserve (Continued)

On 19 January 2015, the Company issued 133,650,000
warrants fo 7 subscribers at an issue price of HK$0.001
per warrant. Each warrant will enfifle its holder to subscribe
for one share of the Company at a subscription price of
HK$1.30 per share. The warrants will be vested in phases
according to the vesting conditions. The vesting condition is
that the suppliers shall carry out the transactions under their
respective annual procurement agreements, pursuant to
which the suppliers in aggregate, agree to supply 49,500
fons of copper scrap raw materials o the Group in 2015
at a fixed discount of RMB 1,000 per fon. For details,
please refer to the Company's announcement on 19
December 2014.

On 24 February 2015, the Company issued
102,000,000 warrants to 3 subscribers at an issue price
of HK$0.001 per warrant. Each warrant will entitle its
holder to subscribe for one share of the Company at a
subscription price of HK$1.50 per share. The warrants will
be vested in phases according fo the vesting conditions.
The vesting condition is that the suppliers shall carry out the
transactions under their respective annual procurement
agreements, pursuant to which the suppliers, in aggregate,
agree fo supply 30,000 tons of copper scrap raw materials
to the Group from 1 February 2015 to 31 January 2016 af
a fixed discount of RMB2,000 per ton. For details, please
refer to the Company’s announcement on 5 February

2015.

No warrant was issued in 2016, 2017, 2018, 2019 and
2020. As at 31 December 2020, there were no (2019:
9,613,000) warrants outstanding.

39. ®RE @)

(vi)

RRERREE)

R2015%F 1198 » KR Al
BRTESRREEEFE0O0I BT
A7 % 3 88 77 # 17 133,650,000
MR AEE - B RREESE
THERBARABEESK1.30%
TTRBARA — ARG o BARE
ERRERBIREOERERE -
BB SHERBRERSS
BFEEHREBRER TR ZE
17 Fit - JFEEERER2015
FUEEHZESEARE 1,000
TEAANEE A HEEERRY
#1 49,5000 - FBEFLHART]
BHEIA2014F12R19BHRE -

2015 2R 248 AR AR
BHITEERAREZ0.001ET
M) 3 % R B8 77 17 102,000,000
D RREE - B BREESE
THERABARREESR.50%
TRBARE — R - B
ERRERBHREDOEERFE -
BEGRESHERSRERES
BEEEHREBZEE TN 5E
170 E - SEEERER2015
F2RA1BEZE2016F1 A31H
NEIEHrZEn ARE20007T
A AN SR (8 & St BE B 4R R A A
30,0000 - FIFH2H AR A H
HR2015F2 A5 BHRE -

M2016%F ~ 20174 ~ 20184 -
20194 k20204 - #EEE1THE
AR AE R - 120206 12 A 31
H - # (20194 : 9,613,000
1) BARIEE C BT -



39. RESERVE (Confinved)

(viij Consideration share reserve

Consideration share reserve arises from the issue of
consideration shares less cash consideration incurred
pertaining to the consideration shares issued. Upon the
allotment of the consideration shares, the consideration
share reserve will be transferred to share capital and share
premium.

On 15 August 2017, the Company, each of the relevant
suppliers and each of the relevant subscribers entered into
an Annual Procurement Agreement (“the APA#1"), pursuant
fo which each of the suppliers agreed to supply a fargeted
amount of copper scrap raw materials to the Group from
15 August 2017 to 14 August 2018. For each fon of
copper scrap raw materials supplied under the APA#1, the
Company will pay up to RMB3,000 by way of issuance of
a maximum number of 1,172 consideration shares at an
issue price of HK$3.00 per consideration share and settle
the remainder in cash. For details, please refer to the
Company'’s announcement on 15 August 2017.

As the targeted amount of supply of copper scrap raw
materials from the suppliers is 56,000 tfons in aggregate,
the maximum number of consideration shares that the
Company may issue pursuant to the APA#1 is 65,632,000

shares.

On 15 June 2018, the Company, each of the relevant
suppliers and each of the relevant subscribers entered into
an Annual Procurement Agreement (“the APA#2"), pursuant
fo which each of the suppliers agreed to supply a targeted
amount of copper scrap raw materials to the Group from
16 June 2018 to 15 June 2019. For each ton of copper
scrap raw materials supplied under the APA#2, the
Company will pay up to RMB3,000 by way of issuance of
a maximum number of 734 consideration shares af an issue
price of HK$5.00 per consideration share and settle the
remainder in cash. For details, please refer to the
Company's announcement on 15 June 2018.

39. ®RE @)
(vii) RERGEE

REROFRERIRRETRER
WK ERDETHELER
TRE - EBERERNE  KE
Bin S B E AN KA 5 8

MR2017F8R158 - K27
ERBHERLSERRBE TR
VEEHERZ(FEHRERGZ
#1)) Bl ZSHEBREL
2017 8H15H £20184F8 A
14 BB RBE B ERRY
BTIAEE - RRBFEHE
a5 #1 PR IR G AO 55 WA B 8 5 R A1
B RRARHARETESRK
Bl 3.00BTEITHS],172
BRREEOOTAZINEZAR
#3,0007C  WABR & X FIT
iR HBER2MNARTASRA
20178 HI5BMAE -

F A 2R B 7 7 Y R EE B PR A Y
B IR EARE /S 56,0000 @ K
RAMRIBFE 7% # 1 AT R 3%
THESREBRODHBKBE AR
65,632,000 % °

M2018F6H158 » XA~
ERRERELEEERELAT
T FEHER S (FERE R
#20) Bl ZEHEBRBL
20186 H16H £2019F6 A
15 AR E R RBE N EERRY
BrAEE - HRRBFEHE
195 7% #2 PR (L A £ WA B B8 8 SR 1
B RARHARETESRR
BRI 5008 T#THRE 734X
REBENHITAXINESZ AR
3,0007T » W IAR & F T4
e FFFLHUARRABEHA
2018FO6H15HIASE -



39. RESERVE (Confinved)

(vii) Consideration share reserve (Continued)

As the fargeted amount of supply of copper scrap raw
materials from the suppliers is 160,000 tons in aggregate,
the maximum number of consideration shares that the
Company may issue pursuant to the APA#2 is
117,440,000 shares. The outstanding consideration
shares will be allotted and issued to the subscribers in one
lot within 10 business days from 15 June 2019. A
supplemental agreement was signed, the outstanding
consideration shares allofted and issued to the subscribers
in one lot would be deferred by & months or a date
mutually agreed by both parties.

During the year ended 31 December 2019, the Group
purchased 24,6306 tons of copper scrap raw materials from

these suppliers and respectively, the Group recognised
consideration share reserve of RMB/3,210,000.

(viii) Convertible bonds equity reserve

Convertible bonds equity reserve arises from the residual
amount of the net proceeds of convertible bonds less the
fair value of the liability component and the derivative
component at the dafe of issuance. The equity component
will remain as a separate line item within equity until the
conversion option is exercised [in which case the
corresponding portion of the equity component will be
fransferred to share capital and share premium). Where the
conversion option remains unexercised af the expiry dafe,
the balance will be released fo the retained earnings/
accumulated losses.

39. ®RE @)

(vii)

(viii)

RERGHEE)

F A 2R B 7 7 Y R EE 8 SR A Y
0 B R e & E & 160,000 M -
ARBRBFEMEGE#2 A B
BT ERRRERDERBER
117,440,0000% » RETRER
MR 2019F6 A 158 £ 101E
EEHA-RMERERETTR
B KRRRERFT AW
REITHRERD R HEEE A K
e EXRBEN BB —XED
PR BEITTRETS -

R EE2019F12H31H IEF
ErAEBRZEFHREAEE
24,636 MAREE R - AEH
DHEAREROFEREARE
73,910,000t °

TR ESERREE

MR ESEREHELS AR
BAB TS SR F R E T A
BEBORITETAIS X FE
EVERER - s El 0 i TF B N M
NY D2 BEEEHREET
E(ERBRT - B0 #AEE
B I E B =R M EE)
fiaf e 4 A 1A S B B R AT A
AR BERERTN, RetE



40.

41.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities at 31

December 2020 and 2019.

CAPITAL COMMITMENTS

40. FREE

AN & B ®20204F k2019412 A 31

B EEIEARKARIE -

41, ERARE

2020

2020
RMB’000
AR®TR

Contracted but provided for:

— Property, plant and equipment
— land-use-rights

BAIHE DB -

— Mx - BELRE
— TibE A

2019
20194
RMB'O00
ARETT

27,818
12,545

40,363



42. RELATED PARTY TRANSACTIONS

(a)

In oddition to those related party fransactions and balances
disclosed elsewhere in the consolidated financial
statements, the Group had the following material
transactions with its related parties during the year:

(a)

Notes

P aE

Delivery cost charged by
Mianyang Jin Xunhuan Finance
Storage Limited, a subsidiary of
an associate

wHEEEREBAFERLIA
(—EEERRMNMBLE)
FTUCER B0 32 A AR

Interest expense on a loan from
Epoch Keen Limited, a private
company controlled by
Mr. Yu Jiangiu

TR B BRIK S A P HI AL A
DAFRERARNER
MR B

i}

Loan secured by the property,
plant and equipment of Gushan
Vegetable, a private company
controlled by Mr. Yu Jiangiu

Bt (— A maE
RS EZBIOFARE])
YR - BE RRBIER -

(i)

Loan secured by the property,

ERmBEERNEE (—RHH

plant and equipment of Mianyang N SE BIBE & A B1HE I B9 FLA

Baohe Jiahao, a private company

controlled by an associate
of the Group

DR ZYE - BELEE
L

(iv)

Loan secured by the property,

plant and equipment by Shanghai

Mengjun, a private company
controlled by a daughter of
Mr. Yu Jiangiu

ERs LBRE
(—FEHEmEREELSR
EHIEFLARE) 2

42. BB RS

B E M RREME D KE
HIRREE T R 5 R AEERID -
RAFEZEREB AT LATRS

AEE

2020 2019

2020 20194
RMB’000 RMB'000
ARBT T ARETT

12,357

234

15,500

52,500

5,000



42. RELATED PARTY TRANSACTIONS (Continved)

(a)

(b)

(Continued)

Notes:

(i

(i)

(i)

(iv)

The delivery cost is charged at a rate ranging from RMB28 to RMB390
per ton (2019: RMB28 to RMB390 per ton).

The loan from Epoch Keen Limited which is unsecured, interestbearing at
4.35% (2019: 4.35%) per annum and repayable on demand was
sefiled during the year.

At 31 December 2020, bank loans of RMB15,500,000 (2019:
RMB15,500,000) were secured by property, plant and equipment of
Gushan Vegetable.

At 31 December 2020, bank loans of RMB42,000,000 (2019:
RMB52,500,000) were secured by property, plant and equipment of
Baohe Jiahao.

Other related party fransactions:

(i

(i)

Entrusted loans of RMB299,116,000 (2019:
RMB299,116,000) were secured by an aggregate
amount of 310,317,000 ordinary shares (2019:
310,317,000 ordinary shares) in the Company held
by Ocean Through Limited, First Harvest Global
Limited and Gold Wide Enterprises Limited, which are
companies wholly owned by Mr. Huang Weiping,
key management personnel of the Group.

Convertible bonds of HK$390,000,000 (2019:
HK$400,000,000) issued in August 2017 were
secured by 278,000,000 ordinary shares in the
Company held by Epoch Keen, a company wholly
owned by Mr. Yu Jiangiu, the chairman and an
executive director of the Company.

2. BB AR (#)

(a)

(b)

(%)

(i

(i)

(i)

(iv)

RNRAREBRARE 28 TEARYE
3007 (20194 : FMARMK28TE
AR#3907T) »

BERZAERATNERASEEM &
4.35% (20194 = 4.35%) #) & 7| &5t
B WRFRREREE -

202012831 8 RTERAR
#15,500,0007C (20194 : AR ¥
15,500,0007T ) B & A2 Bl 2 ¥ 3 -
PBR5s B R R -

2020 12 A31H - RITERAR
#42,000,0007T (20194 : A R &
52,500,0007T) R FNEE 2 ¥ 2%
PR B AR fES HEAR

Hib Bl TR 5 ¢

(i)

ZREERARK299,116,000
TT(2019F: A R %
299,116,0007T) JhEFER
RAR - ELRIRBR AR
LEBEEARARFEN
ARNA R & #£310,317,000 8%
T &8 m(2019F :
310,317,000 A% & @Ak ) 1R fit
B FEZFARHEAE
BEXEEEEARREEMNL
EREHR -

20175 8 A#1T R A(E
# 390,000,000% 7T (2019
% : 400,000,0007% 7T ) Ji
HARREFERATESH
BERELEZERERRIRE
5B 2R 2 8 278,000,000 %
Epalieraisiviil



42. RELATED PARTY TRANSACTIONS (Continved) 42. BBHRZ (8)

(b)  Other related party transactions: (Continued) (b) EmBEAEFRZS : (1)

(i) During the year, the Group was granted unconditional (i) FA - NEERSM)IELE
government subsidies of RMB19,491,000 (2019: B’i"?/ﬁ&i% %ﬂzé?ﬁiﬁmﬁ
RMB150,256,000) from Youxian District Finance 11'75,491 ,ObO T_EI€201(;E¢ :
Bureau, Mianyang City, Sichuan Province. The A R #150,256,0007T ) °
subsidies were received through Boahe Fushan. %%E%E%gﬁﬁ%gi

. . . °© = E2RTE
Baohe 'Fus.hon has the discretionary r|ghf tc? ollocgte B 475 2 o 28 5 B Jb ) 24 D
and distribute the government subsidies, with A EL o
reference fo the amounts of tax payments made by the
entities.

liv) During the year ended 31 December 2019, a (iv)] 7 # =2019F12H31H
director and substantial shareholder of the Company, EFE - FREARABRET
who held less than 12% of the Company's RI2%6H—BARBEER
shareholding, has compensated cerfain irecoverable FERREMES TR
trade receivable balance of RMB4,849,000. The Bl E 5 KRR R AR
payment was made by his son on his behalf. #4,849,0007T ° s KTy

HEZFREA -

() Compensation of key management personnel () EEEEABTMH
2020 2019
2020 20194
RMB’000 RMB'000
AR®T R ARETIT
Shortterm employee benefits ySE S 8,597 8,974
Postemployment benefits BB & 48 A 127 126
Equity-sefiled share option expense 1% 45 5 & AR 1 A S2 b 231
9,331
Remuneration for the Company's directors and all the ARREEFHNEAA K H M

highest paid employees, is disclosed in note 13. BB 13PTHEE -



43. NOTES TO THE CONSOLIDATED STATEMENT OF

CASH FLOWS

(a)
(i)

Maijor non-cash transaction

(a)

The Company issued a note with principal amount of

HK$91,300,000 (equivalent to approximately
RMB82,100,000] to settle April 2017 CBs amounted
fo approximately RMB82,100,000 (note 33).

(b)

Changes in liabilities arising from financing activities

The following table shows the Group's changes in liabilities

(b)

(i

43. FERTRERMEE

TEFRERS

ZAN/N T S O B N
91,300,000 7T (FE A
R 82,100,000 7T) IR #&
A& H2017F 4 R a] # i
Ex 4 AR %82,100,000
TT (PFFE33) o

METDELE2EERY

TR AEBFARETHE

arising from financing acfivities during the year: Az aEEe:
Amounts
Interest-  Liability due fo Total
bearing component associates liabilities
bank and of /a from
Other Note other  convertible Lease related  financing
accruals  payables borrowings bonds liabilities party  activities
FEfHE
Hit st FRBRTR TRRES AT/ BE BETH
Bl EAEE 2ty &SEHs HEEE ARE  HEEE
RMB'O00  RMB'O00  RMB'OOO  RMB'O0O0O  RMB'000  RMB'000  RMB'000
ARETT ARETT ARETT ARETT ARETT ARETT ARETRT
At 1 January 2019 RN2019F1A1R 6,412 17,524 548,548 576,854 10,048 103,714 1,263,100
Changes in cash flows HERELE [2,083) 12,021 417,251 (26,123) (5,969)  (65,300) 329,797
Non-cash changes FELEY -
— finance costs — BARROR 57 - 74,013 71,881 1,942 - 147,893
— reclassification to — ENHBEAM
ofher payable JERFIE - - (14701) - - - [14701)
— new leases - e - - - - 514 - 514
— exchange differences — EXEHE - 912 - 13,912 - - 14,824
At 31 December 2019 R2019F12A 318 4,386 30,457 1,025,111 636,524 6,535 38,414 1,741,427
Changes in cash flows BEReEs (87,979)  (17.786) 206,993 (29,342 (5,362) 256,346 322,870
Non-cash changes FRLEH
— finance costs — BIISAR 110,306 - - 58,009 1,689 - 170,004
— reclassification to/ - E¥NEE/
from other payable BEMEMNFIE - - - 5,428 - - 5,428
— new leases — ¥HE - - - - 8,260 - 8,260
— seftlement of — BRBITER
convertible by HEEABRES
issuing a nofe - 82,100 - (82,100) - - -
— loss on modification of ~ — B AR EH
convertible bonds EE - - - 369 - - 369
— exchange differences  — EX EE - 15,292) - (35,884) - (577)  (41,753)
At 31 December 2020 12020128318 26,713 89,479 1,232,104 553,004 11,122 294,183 2,206,605




44. STATEMENT OF FINANCIAL POSITION AND
RESERVES OF THE COMPANY (Contined)

(a)

Statement of financial position of the Company

(@) ZA2DBAHBARRE

2020

2020
RMB’000
AR®T R

Non-current assets
Investment in a subsidiary
Inferests in associates

FRBEE
RIBABIRE
iN NGOk e

887,319
48,344

935,663

1,114,403
486
1,360

1,116,249

Current assets REBEE

Amounts due from subsidiaries FEUR KB A R SRIE
Amounts due from associates JE Ui Bt 5 R SRIE
Cash and cash equivalents RekReFEER
Current liabilities RBEE

Other payables HAh & A~ 5RIR

Note payables ARESES

Amounts due to subsidiaries JEST BT B A R FIE

Amount due fo a related party
Liability component of convertible bonds

FEf — 2 R )5 5OR

ABBEZHAERD

16,124
89,479
199,750
7,609
553,004

865,966

250,283

1,185,946

1,185,946

yARWZ
974,205

Net current assets BREBEE

Total assets less current liabilities HEERRBAES
NET ASSETS BEE

Capital and reserves BEXR B

Share capital &N

Reserves EH

TOTAL EQUITY B

1,185,946

44, BBRRRRAR A RREE @)

2019
20194
RMB'000
ARBTIT

887,314

50,249

37,563

1,238,538
509
2,099

1,241,146

11,454
30,457
212,613
5,613
636,524

896,601

344,485

1,282,048

1,282,048

211,741

1,070,307

1,282,048



44. STATEMENT OF FINANCIAL POSITION AND
RESERVES OF THE COMPANY (Contined)

(b)

44, BBRRRRAR A RREE @)

Reserves of the Company (b) AR FEE
Share- Convertible
based bonds  Consideration
Share  Exchange Copital ~ payment ~ Warrant equity share  Accumuloted  Revaluation
premium reserve reserve reserve reserve reserve reserve losses equity Total
Pyt TERES
RHEE  EXBE  ERRBE  WARGER ARERRE  RERE RERGEE  ZRER  ERER Eh
RVB'000 RVB'000 RVB'000 RVB'000 RVB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL  ARMTRT ARETR ARBTT ARETT ARMTT ARETn ARBTR  ARMTR  ABNTR
At T Janory 2019 R0I9E1A1H 1,468,419 [16,3100 289,836 80475 3,560 40,539 64,576 [833,117) 9600 1,107,578
loss for he year ENER - - - - - - - [173.801) - (173,801
Other comprehensie ncome A 2 -
for he year:
Exchange differences on fionslofon AEALAFEENES 28 - 957 - - - - - - - 957
Changes in foir value of EREATEHALREE
on equiy invesment designed  WEHRAREH
o foir value through oher ATEEY
comprehensive income - - - - - - - - 9,600) 9,600)
Totol comprehersive loss EERATESALLZE
for he year BEHRARENATE
23 - 957 - - - - - (173801 (9,600 (182,444
Issuance of ordinary shares BTEER
70,390 - - - - - - - - 70,390
Equilysetled shore opfion EREENRRETS
arongemenls - - - 873 - - - - - 873
lapse of share options ERKH - - - 1313) - - - 313 - -
Consideration share arangements K ER(AZH - - - - - - 73910 - - 73910
A 31 December 2019 and RW19F12A318R
1 January 2020 0051818 1,538,809 (15,353 289,836 81,035 3,960 40,939 138,486 (1,006,609 - 1,070,307
Loss for the year FRER - - - - - - - (111,302 - 111302
Other comprehensive icome S AE 2 EWE :
for the year:
Exchonge diferences on fronslafion [E 3 22 - [7.085) - - - - - - - 7,085
Totol comprehensive loss FREEERLE
for he yeor - 7,085 - - - - - (111,302 - (118,387
lapse of share options EREY - - - 5,031) - - - 5,031 - -
Expity of wortant IRERER - - - - 3.560) - - 3,560 - -
Issue of convertble bonds EARRES - - - - - 22,285 - - - 22,285
Tionsfer fo acoumulated losses ~— EEZZER - - - - - 40,539) - 40,539 - -
At 31 December 2020 H2020£128318 1,538,809 (22438 289,836 76,004 - 22,285 138,486 (1,008,777 - 974,205




45. PARTICULARS OF THE SUBSIDIARIES OF THE A45. RRFMBERAANFE

COMPANY
Equity interest attributable
to the Company at 31 December
Place of ARAEERSEE DL
incorporation/ R12A31H
Name of the subsidiary establishment  Paid up capital Direct Indirect  Principal activity
EMARL
WELREE AMREXGHE BERE E& ME IEXR
Engen Invesiments Limited BVI United States 100% — Investment holding
["Engen’| dollars ("USD")
10,225
BREREBRARTRE]) HBERHS  10225%% 100% - REZR
(ESH))
True Excel Holdings Limited Hong Kong HK$1 - 100%  Invesiment holding
["True Excel’)
REERARRA ((RE]) EiE 1B - 100% HEZRK
Alpha legend Holdings Limited Hong Kong HK$1 - 100%  Invesiment holding
["Alpha Legend"|
ERERARAR (TER]) EiE 1B - 100% HEZRK
Alpha Business Invesiments Limited Hong Kong HK$1 - 100%  Invesiment holding
["Alpha Business'|
FHEREAFRRA(ES)) EiE 1T - 100% HEZRK
Alpha Universe Group Limited Hong Kong HK$1 - 100%  Invesiment holding
["Alpha Universe'|
EsAEEAR AR (TRH]) EiE 1T - 100% HEZRK
Fanmay Limited ("Fanmay’) BVI HK$1 100% - Investment holding
ZXERRA(EXD RERELEE 1ERL 100% - REZRK
China Recycling Aluminium Limited Hong Kong HK$1 - 100%  Invesiment holding
"Recycling Aluminium’)
TEEREEERAR(EREE]) B8 1T - 100% HEZRK
Cosmo Hope Limited ["Cosmo”| BVI usD1 100% - Investment holding
Cosmo Hope limited ([ Cosmol) HBERHS XL 100% - REZRK
China Metal Resources Corporafion BV Usb1 100% — Investment holding
Limited (“CMR")
China Mefal Resources Corporation  EEBELHE 1% 100% - REER
Limited (TCMR])
Hong Kong Jin Xunhuan Group Hong Kong HK$1 - 100%  Invesiment holding
limited ("HKXH’)
ERCEREABRAA EiE 1T - 100% HEZRK

([BE2ER])



45. PARTICULARS OF THE SUBSIDIARIES OF THE

45. AR TIM B A RWNEFE #)

COMPANY (Continved)
Equity interest attributable
to the Company at 31 December
Place of ANAEEREE L
incorporation/ R12A318
Name of the subsidiary establishment ~ Paid up capital Direct Indirect  Principal activity
EMMARL
HEAR BB AMREEBH HERE E& B TEXK
China Mefal Resources (Hong Kong] ~ Hong Kong HK$1 - 100%  Invesiment holding
limited ["CMR HK')
TEEBER(EE)BRAF & 1T - 100% #BEER
((HEEBERER])
China Zhaofeng Copper Limited Hong Kong HK$1 - 100%  Invesiment holding
["Zhaofeng’)
RERBREARAR ([JEE]) & 1T - 100% #REER
Value Link Developments Limited BVI usD100 100% - Investment holding
["Value Link")
HEERBBRAF ([RE]) EERLES  100%ET 100% - REERK
Silver Eminent Group Limited BVI usD100 100% - Investment holding
["Silver Eminent")
BIFEEARRR ([3RF]) EERLES  100%ET 100% - REERK
Sky Harvest Global Limited BVI usb100 100% — Invesiment holding
"Sky Harvest')
RERHFARRF(TRE]) EERLES  100%ET 100% - REERK
China Sanmei Copper Limited Hong Kong usD100 - 100%  Invesiment holding
RE=RAEARAF & 10057 - 100% #BEER
China Rongsheng Metal Limited Hong Kong usD100 - 100%  Invesiment holding
FEERCBERAR & 10057 - 100% #BEER
Mianyang Jinxin Copper Co., Lid. The PRC RMB100,000,000 - 100%  Processing of scrap copper
["finxin”) and electrolytic copper for
the manufacturing of
copper related products
BECBWERRAF HE AR - 100% MITEEFIEBERMBLN
(T2 ])[Jinxin]) 100,000,0007¢ FESR R B RS
Hunan Yinlian Xiangbei Copper The PRC RMB80,000,000 - 100%  Processing of scrap copper
Co., lid. ["Xiangbei’)* and electrolytic copper for
the manufacturing of
copper related products
A REOR A E AR A FE AR - 100% MITEEFIEBERMBLN
(M6 D) 80,000,0007¢ SR R B RS
Mianyang Tongxin Copper Co., lid.  The PRC RMB50,000,000 - 100%  Processing of scrap copper
["Tongxin")* and electrolytic copper for
the manufacturing of
copper related products
EIERBRERRAR ([HE]) i AR - 100% MITEEFEBERMBLN

50,000,0007t

JBE 8 L



45. PARTICULARS OF THE SUBSIDIARIES OF THE

45. AR TIM B A RWNEFE #)

COMPANY (Continved)
Equity interest attributable
to the Company at 31 December
Place of ANAEEREE DL
incorporation/ R12A318
Name of the subsidiary establishment ~ Paid up capital Direct Indirect  Principal activity
EMMARL
HELREE AMREEBH HERE E& B TEXK
Sichuan Baohe Xinshiji Cable The PRC RMB150,000,000 - 100%  Manufacturing and sale of
Co., lid. ["Bache Xinshiji’)* power fransmission and
distribution cables
oI GR AN AR AR A TR N ) FE ARE - 100% HERHEERKEE
(TRAFtE AR ]) * 150,000,0007T
Mianyang Baohe Taiyue The PRC RMB80,000,000 - 100%  Manufacturing and sale of
Communications Cable Co., lid. communication cables
["Bache Taiyue'|*
BERNEHREESEERAF FE ARE - 100% HERHEEBESE
(TRAZRH]) * 80,000,000t
Mianyang Jin Xunhuan Meial The PRC RMB30,000,000 - 100%  Manufacturing and sale of
Materials Co., Lid. anodic copper and frading
["Jin Xunhuan")* of electrolytic copper
BEEEREBMHERAR FE ARE - 100% HERHEEGBHNESR
([eB/R)* 30,000,0007¢ BN
Shanghai Epoch Keen Metal The PRC RMB60,000,000 - 100%  Trading of copper
Trading Co., Lid. related products
["Shanghai Shijian”)*
LEREEBHEAR AR FE AR - 100% EEMRBER
([ gl 60,000,0007t
Mianyang Xinhuan Aluminium The PRC RMB30,000,000 - 100%  Trading of aluminium
Co., ltd. ("Xinhuan Aluminium"”)* related products
BEBREEERAF FE AR - 100% EHE#RABER
([&REmE]) 30,000,000t
Shanghai Bujiang Metal Material The PRC RMB30,000,000 - 100%  Inaciive
Co., lid. ["Bujiang")*
EFIEBHHAERRR i AR - 100% EmER
(I 30,000,000t
Sichuan Boxin copper Co., Lid. The PRC RMB10,500,000 - 100%  Processing of scrap copper
["Boxin")* and electrolytic copper for
the manufacturing of
copper related products
mESREERAR((EE])* HH AR - 100% MITEEFIEBERMBLN
10,500,0007T E3 )& 5
Mianyang Yuxin Recycling The PRC RMB50,000,000 - 100%  Trading of copper
Development Co., Lid. "Yuxin")* related products
BEEBBLERMHERRAR FE AR - 100% EEMRBER
8z~ 50,000,0007t



45. PARTICULARS OF THE SUBSIDIARIES OF THE

45. AR TIM B A RWNEFE #)

COMPANY (Continved)
Equity interest attributable
to the Company at 31 December
Place of ANAEEREE L
incorporation/ R12A318
Name of the subsidiary establishment ~ Paid up capital Direct Indirect  Principal activity
EMMARL
HEAR BB AMREEBH HERE E& B TEXK
Hunan Yinlion Xiangbei The PRC RMB50,000,000 - 100%  Trading of copper
Nonferrous Metal Co., lid. related products
["Xiangbei Youse'|*
HERERLEESBMEBRAR HHE AR - 100% EEMRBER
(BislZ=1=0 50,000,0007t
Sichuan Zhixin Metal Materials The PRC RMB49,470,300 - 100%  Trading of copper
Co., ltd. ("Zhixin"|* related products
mBEeBHEBRAR e AR - 100% EEMRBER
(Ee1N 49,470,3007T
Fuging Zhongjin Nonferrous Metal The PRC RMB100,000,000 - 100%  Trading of copper
Co., lid. ("Fuging Zhongjin")* related products
BETEEELBMEBRAF e AR - 100% EEMRBER
([ERe)* 100,000,0007T
Chengxin Copper Co., lid The PRC RMB10,000,000 - 100%  Processing of scrap copper
["Chengxin”|* for the manufacturing of
copper related products
RERNEFERAR(ZE])* FE AR - 100% MITEEFEBERMBLN
10,000,0007 3
Ganzhou Sanmei Copper Co., Lid. The PRC HK$ 12,000,000 - 100%  Invesiment holding
BHN=FWEBRDA H 12,000,000 7T - 100% H®EER
Mianyang Zhaofeng Copper The PRC RMB10,000,000 - 100%  Trading of copper
Co., lid. ["Zhaofeng’) related products
BEKGREARAR(TKE]) i AR - 100% EEMRBER
10,000,0007
Hubei Rongsheng Copper The PRC RMB7,602,000 - 100%  Processing of scrap copper
Co., lid ["Rongsheng’| for the manufacturing of
copper related products
HtRREBERERAR(RR]) =& AR - 100% MITEEFIEBERMBLN
7,602,0007T 3
Ningbo Jinxuan Nonferrous The PRC RMB60,000,000 - 100%  Trading of copper
Metal Co., Lid* related products
ERCERCLBNHERAR FE AR - 100% EEMRBER
60,000,0007C
Ningbo Xiangbei Supply Chain The PRC RMB80,000,000 - 100%  Trading of copper
Management Co., Lid* related products
BRI HERER AR AR * i AR - 100% EEMRBER

80,000,000t



45. PARTICULARS OF THE SUBSIDIARIES OF THE

45. AR TIM B A RWNEFE #)

COMPANY (Continued)
Equity interest attributable
to the Company at 31 December
Place of ANAEEREE DL
incorporation/ R12A318
Name of the subsidiary establishment ~ Paid up capital Direct Indirect  Principal activity
EMMARL
HELREE AMREREHE SRRE E& B TEXK
Fujian Zhongjin Aluminum The PRC RMB100,000,000 - 100%  Trading of copper
Technology Co., Lid* related products
BREPEMENRERAF " FE ARE - 100% EEMRBER
100,000,0007T
Huili Boxin Copper Manufacturing The PRC RMB18,000,000 - 100%  Trading of copper
Co., Lid* related products
eRBEANREERAR FE ARE - 100% EEMRBER
18,000,0007C
Chongging Yuming Steel Distribution  The PRC RMB100,000,000 - 100%  Trading of copper
Co., Lid* related products
BEEASHMVEXERAR* FE ARE - 100% EEMRBER
100,000,0007T
Chongging Yuming Aluminum The PRC RMB50,000,000 - 100%  Trading of copper
Co., Lid* related products
BEAHREERAR FE AR - 100% EEMRBER
50,000,0007t
Chongging Yuming Recycling The PRC RMB50,000,000 - 100%  Trading of copper
Resources Development Co., Lid* related products
BEEAHBLEERRAEERAR Y HH ARE - 100% EEMRBER
50,000,0007t
Chongging Yuming Metal materials ~ The PRC RMB50,000,000 - 100%  Trading of copper
Co., Lid* related products
EERHEBIHNAERAR " FE ARE - 100% EEMRBER
50,000,0007t

these companies are in Chinese.

The above list contains the particulars of subsidiaries which
principally affected the results, assets or liabilities of the Group.

The English translation of the names is for reference only. The official names of

B8
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46. EVENTS AFTER THE REPORTING PERIOD

(a)

(b

On 15 June 2018, the Company, each of the relevant
suppliers and each of the relevant subscribers entered into
an annual procurement agreement, pursuant to which each
of the suppliers agreed fo supply a targeted amount of
copper scrap raw materials to the Group from 16 June
2018 to 15 June 2019, the purchase price of which shall
be partly safisfied with cash and partly satisfied with
consideration shares.

On 1 March 2021, pursuant fo the annual procurement
agreements, based on the copper scrap raw materials
supplied to the Group, 33,882,652 consideration shares
were allotted and issued pursuant fo the general mandate
granted to the Directors by a resolution of the shareholders
passed at the annual general meeting held on 5 September

2020.

On 18 March 2021, 618,490,566 ordinary shares were
allotted and issued at HK$0.465 each to Mianyang Fule
Investment Co., Lid ("Mianyang Fule”) pursuant fo the
specific mandate granted at the extraordinary general
meeting held on 26 February 2021. The aggregate
subscription price for all 618,490,566 subscription shares
amounted to HK$287,598,113 (equivalent to
RMB261,452,830) was seffled by Mianyang Fule by way
of set-off against the outstanding liabilities owed by the
Group to the Mianyang Fule.

47. APPROVAL OF CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 31 March

2021.

46. REHRER

47.

()

(b)

MR2018F6RA 158 XA A
ERBHERLSERRBE TR
VERERGE - B SHE
7R 2 #2018F6A16H &
2019F6AISEMEREREHE
MEBEEHFRRMHTAEE B
KBEENR MERNEE -

M20213A1H - BRIBEEAF
EHEwRZ  RERTARERN
FEEFRME - RIERN 20205F 9
ASBEITHBRRBFAS LE
BRBBNAERETESEN -
fR¥X#E - 33,882,652 IRHEMH
EACH R H#ET -

M2021F3A18H - R1E2021
F2A2ARTHORRENKRE
BRHRRIRE - &0.4058
TCHI 618,490,566 % & AR 2 A
AP T N BT 2 618,490,566
ERBREONAIBER
287,598,113 T(HEER AR
#261,452,8307L) F B HE %
NBEAREGERERZREER
BENTAEE -

HESFSMBRRER

ZHFFAMBHRREN 2021 F3 A 31
BRESaENRETE -



ASSETS AND LIABILITIES

Total assets BEE

Total liabilities BEE

Net assets FEE

Results E

Profit/loss) for the year FNHF,(BE)

Total comprehensive FRNEEmRE
income/loss) for the year (B8 1B

2020
2019
RMB’000

AR% T

6,257,670
(4,769,535)

1,488,135

(387,249

(344,237)

EERAR
2019 2018 2017 2016
20184 20174 2016F 20154
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AR®TRT ARETT AR®TR
5,200,642 4,703,524 3,398,835 2,278,476
(3,390,555  (2,797,747) (1,862,459 (1,470,768)
1,810,087 1905777 1,536,376 807,708
(217,336) 20,123 184,583 [311,618)
(242,271] (31,131 188,480 [329,08¢)




DIRECTORS
Executive Directors

Yu Jiangiu

Kwong Wai Sun Wilson
Huang Weiping

Zhu Yufen

Independent Non-executive Directors

Lee Ting Bun Denny
Pan liansheng
Ren Ruxian

REGISTERED OFFICE

Cricket Square, Hutchins Drive PO Box 2681
Grand Cayman, KY1-1111
Cayman lslands

HEAD OFFICE IN THE PRC
She Nos 1, 3 and 8

Shunhe Village Xicojiangou Town
Youxian District Mianyang

Sichuan Province
China

PLACE OF BUSINESS IN HONG KONG
Unit 2-3, 44/F

Cosco Tower
183 Queen’s Road Central
Hong Kong

COMPANY SECRETARY
Cheung Ying Kwan

AUDITORS

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

LEGAL ADVISORS

As to Hong Kong law
Herbert Smith Freehills
As to PRC law

Chen & Co Law Firm

S
HITES

EIEE2
BEE
EEN
REF

BAEHITES
(B¢

EER

Crickef Square, Hutchins Drive PO Box 2681
Grand Cayman, KYT-1111

Cayman lslands

FEAMRSER
R

)l
BSTLE
MR ST+
1-3K84

BRERMA
&

SFABH 1835
EAE
44182-3F
DEWE
AL

% BB

RELEGAEEAER QA
HE =D

R

BHEB %R
SLEREBEMEBH
BRI %
CCEEE SR



AUDIT AND CORPORATE GOVERNANCE
COMMITTEE

lee Ting Bun Denny (Chairperson)
Pan Lliansheng
Ren Ruxian

REMUNERATION COMMITTEE

Pan liangsheng (Chairperson)
Lee Ting Bun Denny
Ren Ruxian

NOMINATION COMMITTEE

Ren Ruxian (Chairperson)
Lee Ting Bun Denny
Pan Lliansheng

AUTHORIZED REPRESENTATIVES PURSUANT TO
THE LISTING RULES

Kwong Wai Sun Wilson
Cheung Ying Kwan

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

PO Box 2681

Grand Cayman, KY1-1111

Cayman lslands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 17121716, 17th Floor, Hopewell Centre
183 Queen’s Road East, Wanchai

Hong Kong

PRINCIPAL BANKERS

Standard Chartered Bank [Hong Kong) Limited
Industrial and Commercial Bank of China
Mianyang Commercial Bank

Huarong Xiangjiang Bank

COMPANY WEBSITE

http:/ /www.cmru.com.cn

STOCK CODE
1636

BERREXERERS

IR (/)
EER

(T8
FWZES
EES (L)
G

REEEg
(LS8 (£ )

Rz EmRABNRERR

RBE(E
oF JE 34

ROBFELHEE

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

PO Box 2681

Grand Cayman, KYT-1111

Cayman lslands
EERODBEETIRE
BEEPRESFBLERAA
BB

B 2EAER 1835
EMALIZBIZI2ZEN/IOE
FEERBRIT
BITIRTT (BB BR AT

B TERTT

MRS R RIRTT
FEROMRITIRTT

NEHIE

http:/ /www.cmru.com.cn

R AD SR
1636



China Metal Resources Utilization Limited

TEREEBERMNABRAFE




	封面
	目錄
	公司概況
	主席報告
	管理層討論及分析
	董事及高級管理層
	董事會報告
	企業管治報告
	獨立核數師報告
	綜合損益及其他全面收益表
	綜合財務狀況表
	綜合權益變動表
	綜合現金流量表
	綜合財務報表附註
	五年財務概要
	公司資料
	封底



