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B Z6H30H IL<EA
Six months ended 30 June
#m, Oi )
Increase/
2022 2021 (Decrease)
(REBEXR) (REEE=Z) (REEZ)
(unaudited) (unaudited) (unaudited)
TExT FAT B
HK$’000 HK$’000 %
A Revenue
o EEPEHED  Fertiliser business 90,435 628,274 (85.6)
o BEEREW e Magnesium product business 238,936 182,632 30.8
o RRIERIZEH  Metallurgical flux business 3,561 6,162 (42.2)
332,932 817,068 (59.3)
KARER AELETR Loss attributable to owners
of the Company (374,100) (133,578) 180.1
FREEAREIE Basic loss per share (8.17)&{lIHK cents (2.92)/{lIHK cents 179.8
@S Dividend - — —
R2022F RK20214F
6 H30H 12H31H
As at As at
30 June 31 December Ve
2022 2021 Decrease
(REEX) (&%) (REEFEZ)
(unaudited) (audited) (unaudited)
FET TAT Bkt
HK$’000 HK$’000 %
BEEE Total assets 5,193,939 5,910,461 (12.1)
BEESFE Net assets 1,861,928 2,464,019 (24.4)
BiEE Total borrowings 2,060,509 2,146,074 (4.0)
[I% = 2 Shareholders’ equity 1,844,922 2,348,083 (21.4)




FREfRE 2022 INTERIM REPORT

E 128575 & 731

Management Discussion and Analysis

KBGO

Ehtmm2¢6ﬂsoaltﬂwlﬂ(T%ﬁu> K&
] 2 B8 UL A IE 49332,932,000/% 7T (2021 i
81 7,068,000/ 7t) ' [A b T & 4959.3% - K
o R EEREE AW A 4 590,435,000
7T (20214F : 628,274,000/ 7T) ° B 82 F Fl| &
RIS 4917.4% (20214E : 8.0%) * BB 1B 4 A
438,033,0005% 7T (20214 : 166,836,000/ 7T) ©

BRAFEEMIHERIEARITEAEEB20205F
FhEETIEINEFEHEEERARE R G
S BREBETHIEAZRMIE EEMIERAE
AVEEREBR A OR  HEHFNEEES
ZHEERELRPEHEREOZER  S2KER
MEMEERE AEERUNAMRAEE
BME RARERTEAERGRESHEE LR
fER - RMEHEBSHRBRASRESIEEE
AOAEEREERR - EF R KIEEE - &

NESEEEAZEELSML  MBSNEMS
EBEB TEFPER il TEGREELE

EREWR -BEESEHEEMNRSE S &/
IEmBEHEENERR  NEBFABLELRE T
fERIEEME L RE B AEEER A EH
Wﬁﬁ%”&ﬁﬁtbﬁmﬁf)ﬁz9°ﬁﬁﬁ‘$%
ﬁﬁ?ﬁ%%@%ﬁﬁ BL 8 5¢TEQEEIE<\J?7F f
& R8I B) LA I 5% 15 e o8 3 5 [ AF
MR  TERF—EMSHERE -
|$&i*ﬂﬂgﬁﬁ\\%1)\°”qﬁf‘ﬂ—rﬂz & a
BE ﬁﬂ% Iﬁm%ﬂﬁﬂi%il
ﬁ%i‘% & ﬂ?*ﬁfgﬁ’]f %% B [

X
B I8

ol
- G 3 FE R
S2B S0 OF i E S

:]“M
= R EDT@]
3 e R 3D

E

ISR H IR AR R
ME AR T™ & EBAT ([
¥R ABRI([BEHWHE
BFTES AR ABEEEK - 81
%%Elﬁ?ﬁ%ﬁﬁ%oﬁﬁf& SR AT H B2t
FEME A ABRBRAXFNET
S(ZEWE iJ)E’JIf’EEﬁ@l%EX
%ZIEIIEi—irZ“‘iéﬁiimﬁEk}ﬁﬁFﬁ EAREER
HIIRIER R HEBERREN o

(r
i
5

H

[

ﬂmﬁﬂﬁ@ﬂ}\v

4
B A
=

Al
R

B
Q

- IS B> @

il
bl
5

>

/i

R
24
bid
B
H

(Y E S
BSOS

ey

% E S

2

BUSINESS REVIEW

For the six months ended 30 June 2022 (the “Period”), the
Group recorded revenue of approximately HK$332,932,000
(2021: HK$817,068,000), representing a period over period
decrease of approximately 59.3%. The revenue from the
fertiliser business during the Period was approximately
HK$90,435,000 (2021: HK$628,274,000). The overall gross
profit margin was approximately 17.4% (2021: 8.0%). The
loss after tax was approximately HK$438,033,000 (2021:
HK$166,836,000).

Other than the ongoing COVID-19 pandemic and the liquidity
constraint faced by the Group following the offshore debt
restructuring since mid-2020, the Russia-Ukraine war has
restricted the exports of agricultural and fertiliser commodities
from the region. The Russian Federation is a major supplier
and exporter of chemical fertilisers and related materials to
global markets. The war has driven up the global fertiliser
prices and raw material prices. With nitrogen, phosphorus
and potassium as the main raw materials, the Group uses
scientific formulas to produce compound fertilisers and other
green ecological fertilisers. Due to the sharp increase in the
price of raw materials, the production costs and the selling
prices of compound fertilisers are inverted. The gross profit
margin was largely squeezed. The average price of compound
fertilisers during the Period has hit a historical high. However,
high selling prices have hindered customer demand and
inhibited the release of production capacity of compound
fertiliser producers. In order to maintain the working capital
for producing fertilisers and minimise the risks arising from
market volatility, the Group adjusted and reduced the scale
of output of fertiliser production, resulting in a significant
period over period decrease in sales revenue of the Group’s
fertiliser business during the Period. At the same time, the
Group adopted a brand-licensing business model to reduce
the risks arising from high volatility in raw material prices
and the rebound of COVID-19 on the Group’s production
and operation, while maintaining a certain market share and
brand penetration, and generating additional revenue. The
management will continue to monitor market dynamics and
adjust its business strategies in a timely manner, in response
to multiple factors such as market conditions to reduce
the corresponding price volatility risk in order to drive the
rebound of performance.

Shandong Hongri Chemical Joint Stock Company Limited
(“Shandong Hongri”) has cooperated with Luozhuang District
Government of Linyi City (“Local Government”) to respond
to the requirements of “Relocation of Industries from City
Urban Area to Industrial Parks” (“the Plan”). Shandong Hongri
is benefited from the relevant policies of the Shandong
Provincial Government on the Plan. All plants have been
demolished since the launch of the Plan. Following that,
Shandong Hongri signed an agreement with the Local
Government. The payment of resettlement compensation
(the “Resettlement Compensation”) to employees by the
Local Government on behalf of Shandong Hongri has been
substantially completed. Currently, Shandong Hongri is
persistently discussing with the local authorities for further
instructions to propel the implementation of the Plan as soon
as possible.
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Rare Earth Magnesium Technology Group Holdings
Limited (“REMT”), a subsidiary of the Group, saw sluggish
market demand due to fluctuations in raw material prices
and COVID-19 resurgence in China. However, benefited
from the significant increase in magnesium price, REMT
recorded revenue of approximately HK$238,936,000 (2021:
HK$182,632,000) during the Period, representing a period
over period increase of approximately 30.8%. The average
gross profit margin was approximately 24.0%, representing a
period over period increase of approximately 12.5 percentage
points. With the joint efforts of REMT’s management,
creditors, and all professional parties, the Creditors’ Scheme
proposed by REMT was approved by the requisite statutory
majorities of the scheme creditors and the Hong Kong Court.
The Scheme has become effective from 31 May 2022.
REMT has made an application to the Bermuda Court for
withdrawal of the winding-up petition and discharge of the
joint provisional liquidators’ appointment. REMT will gradually
get back on the healthy track.

PROSPECT

Currently, China has made great progress in the production
of compound fertilisers. However, traditional single-nutrient
fertilisers still play a dominant role in the country. There is
plenty of room for growth of compound fertilisers. In 1980,
the proportion of compound fertilisers in the country was
merely 2.1%. The rate grew to 22.1% in 2000 and 42.30%
in 2020. But, compared with the world’s average rate of
50% and the rate of 70%~80% in developed countries,
there is still a lot of room for improvement in China. The
Group’s products are in line with the industry trend. Since
its establishment, the Group has been developing and
producing green ecological fertilisers. They help improve
soil conditions and fertiliser utilisation rate, and enhance
crop vyield and quality. It is conducive to saving labour and
reducing the adverse effects of soil compaction, fertility
decline, and water pollution caused by the long-term use of
single-nutrient fertilisers, mainly including nitrogen fertilisers.
Therefore, fertiliser products of the Group are more suitable
for agriculture modernisation.

Affected by external factors during the Period, the cost of raw
materials has increased rapidly, and the price of compound
fertilisers cannot be smoothly transmitted to the downstream.
It makes compound fertiliser producers squeezed at both
ends of supply and demand, and difficult to operate.
Nevertheless, “Enhancing Crop Productivity and Soil Fertility”
is always our eternal mission. We firmly believe that in the
post-pandemic era, people’s increasing demand for healthy
food will boost the market demand for green ecological
fertilisers. Green agriculture will inevitably have a bright future.
We sincerely hope that all shareholders, creditors, suppliers
and customers can overcome the difficulties and forge ahead
together with us!
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KEY OPERATIONAL DATA

Unaudited key operational data for the six months ended
30 June 2022, together with the comparative figures for
the corresponding period in 2021, are as follows. Main
businesses listed below contributed over 98% (2021: over
99%) of the Group’s total revenue for the Period.

(a) Sales volume of major products:

2022 2021 NERAN
Mg e Decrease
Tonnes Tonnes %
BEERES Fertiliser business
KEEE From production 24,061 240,347 (90.0)
KB MR E From brand-licensing 59,345 - -
83,406 240,347 (65.3)
EEMES Magnesium product
business 5,603 9,353 (40.1)
(b) £EZEEERFHYER (b) Average selling price of major products
produced:
2022 2021 1
- | TR Increase
HK$/Tonnes HK$/Tonnes %
BEEEXEB Fertiliser business 3,759 2,614 43.8
EEMER Magnesium product
business 42,644 19,454 119.2
(c) £EEZETEEREFE (c) Gross profit margin of major products
produced:
g, Chd)
2022 2021 =
Increase/
(Decrease)
Percentage
% % point
BEPRHER Fertiliser business 3.5 7.4 (3.9)
HEMES Magnesium product
business 24.0 11.5 12.5
KEEZBE The Group’s overall 17.4 8.0 9.4
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FINANCIAL REVIEW

Operating income and gross profit

Contribution of revenue by our Group’s dual core businesses:
fertiliser business and magnesium product business
accounted for 27.2% and 71.8% (2021: 76.9% and 22.4%)
respectively.

During the Period, the revenue from the fertiliser business
was approximately HK$90,435,000 (2021: HK$628,274,000),
representing a decrease of approximately 85.6% period over
period. The gross profit margin was approximately 3.5%,
a decrease of approximately 3.9 percentage points. The
ongoing COVID-19 pandemic and the outbreak of Russia-
Ukraine War leading to global fertiliser and related materials
prices rise sharply during the Period. The high raw materials
price caused productions costs and prices of compound
fertilisers to be inverted, and gross profit margins were greatly
squeezed. The historical high average price of compared
fertilisers stood during the Period also weakened customers
demand. In addition, the Group is still undergoing offshore
debt restructuring, and the scale of operation is limited by
insufficient funds. The Group adopted a brand-licensing
model to reduce the risks arising from high volatility in raw
material prices and the rebound of COVID-19 on the Group’s
production and operation, while maintaining a certain market
share and brand penetration, and generating additional
revenues. During the Period, brand-licensing related products
amounted to approximately 59,345 tonnes, which made
the total sales volume of fertilisers during the Period to
approximately 83,406 tonnes, a period over period decrease
of approximately 65.3%.

During the Period, the revenue from magnesium products
business was approximately HK$238,936,000 (2021:
HK$182,632,000), representing a period over period increase
of approximately 30.8%. The overall gross profit margin
was approximately 24.0%, a period over period increase
of approximately 12.5 percentage points. Affected by the
fluctuation of raw material prices, the volatility of magnesium
prices and the rebound of the epidemic, the total sales
volume decreased from 9,353 tonnes in the same period
of 2021 to 5,608 tonnes during the Period, representing
a period over period decrease of approximately 40.1%. In
the past two years, REMT has been in the stage of debt
restructuring, and limited working capital has restricted the
business expansion. Nevertheless, revenue and gross profit
margin achieved positive growth during the Period, which
was due to the substantial increase of the magnesium price.
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Other gains or losses, net

Other net gains or losses were approximately HK$10,884,000
(2021: HK$38,260,000), a decrease of approximately 71.6% or
HK$27,376,000 period over period. This was mainly due to the
fact that a cash settlement right expired and lapsed during the
period last year, and thus a decrease in fair value of its financial
liabilities of approximately HK$11,923,000 was recognised
as other gains. In addition, due to the decrease in production
and sales, the sales of scrap raw materials also decreased by
approximately HK$10,495,000 period over period.

Selling and marketing expenses

Selling and marketing expenses were approximately
HK$4,598,000 (2021: HK$21,393,000), which mainly
consisted of market operating expenses, sales staff salaries,
and sales and distribution expenses. The decrease in selling
and marketing expenses was mainly due to decrease in sales
quantity as compare to last period.

Administrative expenses

Administrative expenses mainly included staff compensation,
depreciation and amortisation and professional expenses.
Administrative expenses during the Period amounted to
approximately HK$234,811,000 (2021: HK$99,574,000),
representing a period over period increase of approximately
135.8% or HK$135,237,000. The increase mainly included
the provision of approximately HK$85,510,000 for the
Resettlement Compensation for Shandong Hongri’s relocation
Plan. In addition, non-current assets of approximately
HK$176 million were transferred from construction in
progress to property, plant and equipment during the 2021
second half, resulting in higher depreciation and amortisation
expenses during the Period. At the same time, due to
under-production, part of the depreciation and amortisation
expenses had been classified as administrative expenses
from indirect production costs.

Finance costs

Finance costs were approximately HK$101,919,000 (2021:
HK$100,751,000), representing an increase of approximately
1.2%, approximately HK$1,168,000, period over period,
mainly due to the increase in provision of bank borrowings
interest.

Income tax expense

The income tax expense for the Period was approximately
HK$9,980,000 (2021: HK$7,661,000), representing a period
over period increase of approximately 30.3%, which was
mainly due to the increase in income from magnesium
products business.
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Allowance for expected credit losses on trade
receivables

Affected by the COVID-19 epidemic and the sharp rise
in raw material prices, the Group’s receivables collection
was significantly delayed and such a situation has yet
to be improved. As of the end of the Period, the Group
reassessed the expected credit loss of trade receivables
and an allowance of approximately HK$171,323,000 (2021:
HK$18,103,000) was made for the Period. As stated in the
2021 annual report, this does not mean that such losses
have actually occurred, nor does it mean that such losses will
occur in future years. Rather, expected credit losses reflect
the information available at the reporting date.

Margin

During the Period, the Group’s after-tax loss was
approximately HK$438,033,000 (2021: HK$166,836,000),
representing a period over period increase of approximately
162.6%. As under review, the Group’s overall revenue
decreased by approximately 59.3% as compared to that
of the last corresponding period, largely driven by the
decrease in the revenue from the Group’s fertilisers business
that partially offset by the higher revenue of the Group’s
magnesium business. In addition to the reduction in revenue
for the Period, the increase in net loss for the Period was
attributable to (i) the increase in net allowance on expected
credit loss (“ECL”) on trade receivables of approximately
HK$153,220,000; (ii) the recognition of a provision for the
Resettlement Compensation of approximately HK$85,510,000
in relation to the implementation of the relocation Plan of
Shandong Hongri; and (iii) the increase in depreciation
in property, plant and equipment (“PPE Depreciation”) of
approximately HK$28,376,000 for the Period, mainly from the
transfer of construction-in-progress to property, plant and
equipment during the year of 2021.
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The Board wishes to emphasize that (i) the allowance of
ECL is made on a forward-looking model of the expected
future credit losses based on various assumptions adopted
by the Group, which does not represent losses that have
already been incurred. The increase in allowance of ECL
for the Period is mainly due to the delay in the Group’s
receivables collection during the Period; (ii) the provision for
the Resettlement Compensation is non-recurring and the
Company does not expect further substantial provision will be
made for the Resettlement Compensation for the year ending
31 December 2022; and (iii) both the allowance for ECL and
the PPE Depreciation are non-cash in nature.

If the above non-cash and/or non-recurring (as the case may
be) allowance for ECL and the Resettlement Compensation
and the depreciation and amortisation of approximately
HK$145,817,000 were to be excluded, the Group would have
recorded a net loss approximately HK$35,383,000 for the
Period.

The Group will continue to monitor the market movements
and will timely adjust its business strategies in response to
various market conditions so as to minimise the associated
price risk and for resumption of performance. In addition,
the Board is also taking various measures to improve and
strengthen the operation and management of the Group.
These measures include (i) restructuring internal capital
and debt, and seeking potential investors to participate
in fundraising plans; and/or (i) taking further cost control
measures on capital investment and operation to reduce the
overall operating costs of the Group.

The Company is committed to continuing seeking positive
feedbacks from creditors to support the plan and will
make further announcements in respect of any substantial
development of the restructuring plan.

"
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Liquidity, liabilities and financial resources

As at 30 June 2022, total amount of bank and cash balances
of the Group was approximately HK$101,704,000 (as at 31
December 2021: approximately HK$112,528,000).

As at 30 June 2022, the Group’s total borrowings decreased
by approximately 4.0% as compared to that as at 31
December 2021. The Group’s gearing ratio (calculated by
total borrowings over total assets) was approximately 39.7%
as at 30 June 2022 (as at 31 December 2021: approximately
36.3%).

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

Exchange Rate Risk Management

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

As at 30 June 2022, the Group had pledged its property,
plant and equipment, right-of-use assets and bank deposits
with carrying amount of approximately HK$762,209,000,
HK$150,858,000 and HK$10,104,000 respectively (as
at 31 December 2021: approximately HK$831,685,000,
HK$189,535,000 and HK$10,565,000 respectively) to secure
borrowings and bills payables.

Contingent liabilities

As at 30 June 2022, other than those disclosed in Note 18
to the unaudited condensed consolidated interim financial
statements, the Group did not have any significant contingent
liabilities.

Capital Structure

As at 30 June 2022 and 31 December 2021, the issued
share capital of the Company were HK$91,622,337, divided
into 4,581,116,843 shares of HK$0.02 each.

Human resources

The number of employees of the Group was approximately
700 as at 30 June 2022 (as at 31 December 2021:
approximately 1,150). The remuneration of employees was
determined by the Group with reference to their performance,
work experience and current market conditions. Employee
benefits include medical insurance, defined contribution
retirement plans, discretionary bonus and employee share
option scheme. There has been no labour dispute or
significant change in the number of employees that affect the
normal operations of the Group. The Directors believe that
the Group maintains admirable relations with its employees.

13
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PROJECT OVERVIEW

Dolomite Mine

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

As disclosed in the 2010 annual report of the Company, the
dolomite mine of the Group was reported under the Chinese
resource/reserve categories. As at 30 June 2022, the
anticipated resource and reserve volumes were determined
based on the yearly reduction of quantity mined to calculate
the remaining resource and reserve volumes. There is no
material change in the assumptions of estimation by the
Group as compared with those previously disclosed. The
resource and reserve volumes was reviewed by the Group’s
internal geological experts. For the six months ended 30 June
2022, there were no dolomite output*. As compared with
the status as at 31 December 2021, there was no material
change in the resource estimate and ore reserve of the
dolomite mine.

For the six months ended 30 June 2022, there were no
expenditures incurred in mining activities, exploration activities
and development activities.

Serpentine Mine

The Group’s serpentine mine is situated in Donghai County,
Jiangsu Province, the PRC. The mine is operated by open-pit
method, and therefore no additional exploration works are
involved or required. Only simple infrastructure works for
open-pit mining are involved in the development activities,
and no underground drilling or structural works are involved.
The serpentine mined is sold directly as metallurgical flux for
iron and steel smelting and is the raw material for producing
silicon magnesium fertilisers of the Group. The transportation
cost for the raw material is relatively low due to the close
proximity of the mine to the production base of the Group.
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As disclosed in the 2010 annual report of the Company,
the resource/reserve of the Serpentine Mine was reported
under the JORC system when it was acquired in 2010.
As at 30 June 2022, the anticipated resource and reserve
volumes were determined based on the volume at the time
of acquisition with the yearly reduction of quantity mined to
calculate the remaining resource and reserve volumes. There
is no material change in the assumptions of estimation by
the Group as compared with those previously disclosed. The
resource and reserve volumes were reviewed by the Group’s
internal geological experts. For the six months ended 30 June
2022, the Group completed a serpentine output of 47,131*
tonnes. As compared with the status as at 31 December
2021, there was no material change in the resource estimate
and ore reserve of the serpentine mine.

The expenditures incurred for the six months ended 30
June 2022 in mining activities were mainly for direct
wages, materials, energy, transportation, depreciation and
amortisation, etc. Such expenditures have been included
in cost of sales and charged to the unaudited condensed
consolidated statement of profit or loss and the unaudited
condensed consolidated statement of comprehensive
income.

The expenditure incurred in mining production activities of
serpentine for the six months ended 30 June 2022 was
approximately HK$3,991,000 while the expenditure incurred
in development activities and exploration activities was
HKS$Nil.

* Output is the stock-in-quantity from Dolomite/Serpentine
mines, including mine extraction for the Period.
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Unaudited Condensed Consolidated Statement of Profit or Loss

H E£2022F6 A30H L7518 A

For the six months ended 30 June 2022

2022 2021
(REEXR) (REEFEZ)
(unaudited) (unaudited)
Bt & TET FET
Notes HK$’000 HK$’000
A Revenue 4 332,932 817,068
B 5 B A Cost of sales (275,042) (751,473)
ES | Gross profit 57,890 65,595
H b Y a5 sk B 1R 558 Other gains or losses, net 10,884 38,260
HERTHHEEER Selling and marketing costs (4,598) (21,393)
TR X Administrative expenses (234,811) (99,574)
B o EWZIETESEEEE  Net allowances on expected credit
PR loss on trade receivables (171,323) (18,103)
PHEREAGANEE Change in fair value of financial
guarantee liabilities (50) (32,045)
FEH ZREE Exchange differences, net 15,874 8,836
&R Finance costs 6 (101,919) (100,751)
B P13 BRI &S 1B Loss before income tax (428,053) (159,175)
PSR X Income tax expense 7 (9,980) (7,661)
HA N & 18 Loss for the Period 8 (438,033) (166,836)
THATEEEAES : Loss for the Period
attributable to:
RNATEER A Owners of the Company (374,100) (133,578)
I 2 AR A 2 Non-controlling interests (63,933) (33,258)
(438,033) (166,836)
BREE: Loss per share:
— EAR — basic 9(a) (8.17)E/lIHK cents (2.92)#&1lHK cents
— &8 — diluted 9(b)  (8.17)LHK cents (2.92)&{LHK cents
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H £2022F6 A30H L7~ 1E A
For the six months ended 30 June 2022

2022 2021
(REERZ) (RIEEEZ)
(unaudited) (unaudited)
FET TAT
HK$’000 HK$’000
HREE Loss for the Period (438,033) (166,836)
Hip2m (ZH) W - Other comprehensive (expenses)/
HBRFT B8 - income, net of income tax:
HGuEEH D BEERZ ltems that may be reclassified
BH : subsequently to profit or loss:
MEBINEBTEEZ Exchange differences arising from
M H, =58 translation of foreign operations (166,041) 42,915
HMAHEMEE(ZE) WS Other comprehensive (expenses)/
(HBRFF B %) income for the Period (net of
income tax) (166,041) 42,915
HAZEZ HERE Total comprehensive expenses
for the Period (604,074) (123,921)
THATEEHAZES S Total comprehensive expenses
. for the Period attributable to:
KRREE A Owners of the Company (505,144) (98,438)
FEPE IR Non-controlling interests (98,930) (25,483)

(604,074) (123,921)

17
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Unaudited Condensed Consolidated Statement of Financial Position

H2022%F 20214
6H30H 12H31H
As at As at
30 June 31 December
2022 2021
(REER) (&= =z)
(unaudited) (audited)
Bt 5 FHET FABT
Notes HK$’000 HK$'000
RBEE Non-current assets
ME - WMENMERE Property, plant and equipment 11 3,125,116 3,408,172
KEYE Investment properties 100,488 106,055
FREEE Right-of-use assets 219,974 232,958
Bl Goodwill 151,116 151,116
EEE Intangible assets 275,980 291,125
BLHE Mining rights 439,885 460,715
4,312,559 4,650,141
REBEE Current assets
BRARBEABRZ Equity instruments at fair value
AR T B through profit or loss 1,566 3,906
T7E Inventories 259,092 357,926
o EI AN EWEE Trade and bills receivables 12 174,406 390,324
TEAFOE R e REAM Prepayment, deposits and other
JE R IR receivables 345,242 395,636
IR1TRIB &L 5% Bank and cash balances 101,074 112,528
881,380 1,260,320
nREEE Current liabilities
B 5 EMNZOE KR EE Trade and bills payables 13 130,085 180,807
FEEt & A N E b FE <t FOE Accruals and other payables 684,205 584,985
EHEaE Contract liabilities 164,008 220,318
HEARE Lease liabilities 333 391
FERTFT 5 F4 Income tax payable 10,474 9,171
TE Borrowings 14 2,060,509 2,146,074
3,049,614 3,141,746
REBAEFE Net current liabilities (2,168,234) (1,881,426)
EEAERRBEE Total assets less current
liabilities 2,144,325 2,768,715
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20224 20214
6H30H 12H31H
As at As at
30 June 31 December
2022 2021
(REEX) (&=
(unaudited) (audited)
B 7 FE T FAT
Notes HK$’000 HK$’000
FRBEE Non-current liabilities
i JE WA Deferred revenue 71,752 75,018
H fth &~ 20 I8 Other payables 38,362 48,789
HEBRE Lease liabilities 5,398 5,823
RERIBEE Deferred tax liabilities 166,885 175,066
282,397 304,696
EEFE Net assets 1,861,928 2,464,019
AATBEEAEEREAR Capital and reserves
e attributable to owners of
the Company
f& 7 Share capital 15 101,419 101,419
& Reserves 1,743,503 2,246,664
1,844,922 2,348,083
FIERER Non-controlling interests 17,006 115,936
REREE Total equity 1,861,928 2,464,019
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IR E B ORGR S IE

# Z=2022F6 A30H L/~ A
For the six months ended 30 June 2022

AREREAER
Attributable to Owners of the Company
EXRE 2R
R&x  RGEE B KAEBE  iERE BRERRE  RERRE  RHRR  REEA Nt B ait
Capital Share Non-
Share Share redemption Capital  Statutory option Translation Other  Retained controlling
capital  premium reserve reserve reserve reserve reserve reserve  earnings  Sub-total interests Total
(RE88%) (REEHR) (REER) (REER) (REER) (REER) (REER) (REER) (REBR) (RE3R) (REER) (REEH)
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
T&n TEx TEr T T T Tin Tir T#n FEn T#r T
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
#202151 A1 As at 1 January 2021
(m&7) (audited) 101,419 1,353,356 4,526 13,666 280,200 39,813 (82,769) 219,701) 1,870,777 3,361,287 225,711 3,586,998
BRER Proft for the Period - - - - - - - - (133578 (133578) (33258 (166,836
BREH2ERR Other comprehensive
(NBAEH) : expenses for the Period
(net of income tax):
BERNEHNE Exchange differences
E7ERER arising from translation
of foreign operations - - - - - - 35,140 - - 35,140 1,775 42,915
BR2ERA/ (R) Total comprehensive income/
a8 (expenses) for the Period - - - - - - 35,140 - (183478) (98,438) (25,483 (123,921)
Frag Transfer of reserve - = = = &) - - - 8 _ i _
RERERGHZ Equity settled share-based
% transactions - - - - - 3,565 - - - 3,565 - 3,565
1202156308 As at 30 June 2021
(REEEH) (unaudited) 101,419 1,353,356 4,526 13,666 280,116 43,378 (47,629) (219,701) 1,737,283 3,266,414 200,228 3,466,642
200251 A 18 A at 1 January 2022
(m&%) (audited) 101,419 1,353,356 4,526 13,666 289,225 45,309 18,837  (219,701) 741,446 2,348,083 115,936 2,464,019
R Proft for the Period - - - - - - - - (374,100 (374,100)  (63,933) (438,033
BREG2ARS QOther comprehensive
(NBAEH) : expenses for the Period
(net of income tax):
BERINERAEE Exchange differences
LEXER arising from translation
of foreign operations - - - - - - (131,044) - - (131,044)  (34,997)  (166,041)
BR2ERXEE Total comprehensive expense
for the Period - - - - - - (181,044 - (374,100)  (505,144)  (98,930)  (604,074)
Bkar Transfer of reserve - - - - 2,622 - - - (2,622) - - -
REEERANGZR5 Equity settled share-based
fransactions - - - - - 1,983 - - - 1,983 - 1,983
BRAERE Share option lapsed - - - - - (428) - o 428 - - -
EAZOZZ%HSOE As at 30 June 2022
(REEHR) (unaudted) 101,419 1,353,356 4,526 13,666 291,847 46,864  (112,207)  (219,701) 365,152 1,844,922 17,006 1,861,928
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H 220226 A30H 1L/ A

For the six months ended 30 June 2022

2022 2021
(REEXR) (RIEEEZ)
(unaudited) (unaudited)
FET TAT
HK$’000 HK$’000
KETRBFTEAMNIE S 55 Net cash generated from
operating activities 42,357 58,007
BEEEMELS, (BR)H Net cash generated from/(used
He F5 in) investing activities 1,967 (122,698)
BB EEFTE) A MR £ 558 Net cash used in financing activities (41,923) (24,046)
He hEFERREIEH Net increase/(decrease) in cash and
wn, CRd) FE cash equivalents 2,401 (88,737)
BHUmRe kERREIER Cash and cash equivalents at the
beginning of the Period 101,964 157,417
HINEE [ = SR B Y 52 & Effect of foreign exchange rate changes (13,395) 2,125
HAME LS MNERREEE Cash and cash equivalents at the end of
the Period 90,970 70,805
ReRkERBEELER Analysis of balances of cash and
EER DA cash equivalents
MNAREEZ GRS S BT Bank and cash balances as stated in
MR KRV ERBIRITRIR € the unaudited condensed consolidated
Fegers statement of financial position 101,074 81,168
AEEREMNZEREEE Deposits with banks pledged as security
BRZIBITER for borrowings and bills payables (10,104) (10,363)
RAKEZBREEEHE® Cash and cash equivalents as stated in
mEXRIENRERER the unaudited condensed consolidated
IH4IEH statement of cash flows 90,970 70,805
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Notes to the Unaudited Condensed Consolidated Interim Financial Statements

H E2022%6 A30H L/~ E A
For the six months ended 30 June 2022

1.
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GENERAL INFORMATION

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

The Company was incorporated in the Cayman Islands
on 21 January 2003 as an exempted company with
limited liability under the Companies Law, Cap. 22 (Law
3 of 1961, as consolidated and revised) of the Cayman
Islands. On 17 February 2004, the Company’s shares
were listed on the Growth Enterprise Market (“GEM”) of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and were withdrawn from the GEM Board
on 31 July 2008. Since 1 August 2008, the Company’s
shares have been listed on the Main Board of the Stock
Exchange.

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

The unaudited condensed consolidated interim financial
statements for the six months ended 30 June 2022
were approved for issue by the Board on 31 August
2022.

BASIS OF PREPARATION

The unaudited condensed consolidated interim financial
statements for the six months ended 30 June 2022
have been prepared in accordance with Hong Kong
Accounting Standard (“HKAS”) 34 “Interim Financial
Reporting” and the applicable disclosure requirements
of Appendix 16 to the Main Board Listing Rules
Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”).

The unaudited condensed consolidated interim
financial statements should be read in conjunction
with the consolidated financial statements for the year
ended 31 December 2021, which has been prepared
in accordance with Hong Kong Financial Reporting
Standards (the “HKFRSs”).
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The preparation of the unaudited condensed consolidated
interim financial statements requires management to
make judgments, estimates and assumptions that affect
the application of accounting policies and the reported
amounts of assets and liabilities, income and expenses.
Actual results may differ from these estimates.

Other than the changes in accounting policies resulting
from application of amendments to HKFRSs, in preparing
these unaudited condensed consolidated interim
financial statements, the significant judgments made by
management in applying the Group’s accounting policies
and the key sources of estimate uncertainty were the
same as those that applied to the consolidated financial
statements for the year ended 31 December 2021.

Winding-up petitions and appointment of
provisional liquidators

On 3 July 2020, the Company announced (i) the Company
defaulted on the redemption of the SGD 101.75 million
in principal amount of the listed subordinated notes (the
“Notes”) on their maturity on 3 July 2020 (the “Payment
Default”); (i) a winding-up petition has been filed on 2
July 2020 (Cayman Islands time) to the Grand Court of
the Cayman Islands (the “Grand Court”) on behalf of the
Company together with an application for the appointment
of joint provisional liquidators (“JPLs”) on a “light touch”
basis that the board of directors of the Company (the
“Board”) will retain management of the Company while the
JPLs will work alongside the Company’s management to,
amongst other things, monitor, supervise and oversee the
implementation of a group-wide holistic and coordinated
restructuring of its debts and liabilities (the “Proposed
Restructuring Plan”) including to maintain the listing of
the Company on The Stock Exchange of the Hong Kong
Limited.

On 14 July 2020 (Cayman Islands time), an order was
granted by the Grand Court for the appointment of
Mr. Yen Ching Wai David and Ms. So Kit Yee Anita of
Ernst & Young Transactions Limited, Mr. Roy Bailey of
Ernst & Young Ltd, and Ms. Tammy Karina Fu of EY
Cayman Ltd. as the JPLs of the Company with the power
to act jointly and severally.
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On 18 August 2020, the Grand Court issued a letter
of request (“LOR”) to the High Court of Hong Kong for
the recognition of the appointment and powers of the
JPLs in Hong Kong to, inter alia, develop and propose
a restructuring plan to allow the Company to continue
as a going concern. The Grand Court also accepted the
resignation of one of the JPLs, Mr. Yen Ching Wai David
on the same day. The JPLs appointment order remains
in force in respect of Mr. Roy Bailey, Ms. Tammy Karina
Fu and Ms. So Kit Yee Anita as JPLs. An application has
been filed by the JPLs to the High Court of Hong Kong
on 26 August 2020 for the recognition of the appointment
and powers of the JLPs pursuant to the LOR. On 28
August 2020, the High Court of Hong Kong has approved
the said application.

An application has been filed by the JPLs to the High
Court of the Republic of Singapore (the “Singapore High
Court”) on 28 October 2020 for the recognition of the
appointment and powers of the JLPs pursuant to the
LOR. On 30 November 2020, the Singapore High Court
has approved the said application.

On 23 December 2020, the Singapore Noteholders have
established the informal steering committee (the “ISC”).
On 7 March 2021, the ISC has appointed an independent
financial advisor (the “IFA”), who sits on the creditors’
committee, together with the ISC, to proceed the follow-up
work.

Previously, the Grand Court has further ordered that the
hearing of the Petition be adjourned to a date to be fixed
not before 25 October 2022.

During the Period, the JPLs have held several creditors’
committee’s meeting to discuss the development of
the provisional liquidation and restructuring plan. Any
determination and implementation of such plan shall be
subject to the agreement of the majority of creditors at the
meeting and the orders granted by the Grand Court and
the High Court of Hong Kong.
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Going Concern Basis

During the Period ended 30 June 2022, the Group
recorded loss of approximately HK$438,033,000,
and, as at that date, the Group’s current liabilities
exceeded its current assets by approximately
HK$2,168,234,000. Further, as at 30 June 2022, the
Group’s borrowings within current liabilities amounted
to approximately HK$2,060,509,000, while its cash
and cash equivalents only amounted to approximately
HK$90,970,000. As stated in above, the Company had
defaulted in repayment of its Notes of principal amount
of SGD101.75 million (equivalent to approximately
HK$570,838,000) plus interests accrued when they
fell due on their maturity date on 3 July 2020 and had
received demands from several creditors for repayment
of the borrowings of the Group. The Group could not
fulfil certain covenants of certain borrowings amounting
to approximately HK$1,952,239,000 as at 30 June
2022, which have become repayable on demand and
are presented as current liabilities in the unaudited
condensed consolidated statement of financial position.

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

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

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

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

It is proposed that the proposed restructuring plan will
be implemented by way of schemes of arrangement
(the “Schemes”) with the creditors of the companies,
including the Company. The Schemes are likely subject
to the sanction of the Grand Court, the BVI Court (in
respect of the subsidiaries in provisional liquidation
which are incorporated in the BVI), High Court of Hong
Kong and the Singapore High Court.

In addition, the Company plans to implement further
cost control measures on capital investments,
production and administrative operations to reduce
overall operating costs of the Group.
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The directors of the Company are of the opinion that
it is appropriate to prepare the unaudited condensed
consolidated interim financial statements on a
going concern basis. These unaudited condensed
consolidated interim financial statements have been
prepared on a going concern basis, the validity of which
depends upon the Group being able to successfully
negotiate and agree with the creditors to renew or
extend the existing borrowings or complete debt
financing to provide funds for the Group to meet its
liabilities as they fall due. This in turn is dependent upon
(i) the JPLs and the Company being able to finalise the
proposed restructuring plan after consultations with
the creditors’ committee of the general creditors of the
Group, the ISC of the noteholders of the Notes and the
IFA engaged to represent the ISC; and (i) the sanctions
of the Schemes will be successfully obtained from the
relevant courts referred to above for the implementation
of the finalised Proposed Restructuring Plan.

As at the date of approval for issuance of the unaudited
condensed consolidated interim financial statements,
the proposed restructuring plan has not been formulated
yet and the eventual outcome of the proposed
restructuring plan cannot be determined with reasonable
certainty. Accordingly, the material uncertainty that cast
significant doubt on the Group’s ability to continue as
a going concern remains in existence as at the date
of approval for issuance of the unaudited condensed
consolidated interim financial statements. Should the
Group be unable to continue as a going concern,
adjustments would have to be made to the unaudited
condensed consolidated interim financial statements to
write down the carrying values of the Group’s assets
to their recoverable amounts, to provide for further
liabilities which might arise and to reclassify non-current
assets and non-current liabilities as current assets and
current liabilities, respectively. The effects of these
adjustments have not been reflected in the unaudited
condensed consolidated interim financial statements.
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3. SIGNIFICANT ACCOUNTING POLICIES

Application of amendments to HKFRSs

In the current interim period, the Group has applied
the following amendments to HKFRSs issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”), for the first time, which are mandatorily
effective for the annual periods beginning on or after
1 January 2022 for the preparation of the Group’s
unaudited condensed consolidated interim financial
statements:

Amendments to HKFRS 3 Reference to the
Conceptual Framework
Amendment to HKFRS 16 Covid-19-Related Rent
Concessions beyond 30
June 2021
Amendments to HKAS 16  Property, Plant and
Equipment: Proceeds
before Intended Use
Amendments to HKAS 37 Onerous Contracts — Cost
of Fulfilling a Contract
Annual Improvements to
HKFRS 2018 — 2020

Amendments to HKFRSs

The application of the amendments to HKFRSs in the
current interim period has had no material impact on
the Group’s financial positions and performance for the
current and prior periods and/or on the disclosures set
out in these unaudited condensed consolidated interim
financial statements.
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A 4. REVENUE
B Z6H30H L EA
Six months ended 30 June
2022 2021
(REBEX) (REEFEZ)
(unaudited) (unaudited)
FTERT FAT
HK$’000 HK$’000
HEREREHER Sales of fertiliser products 90,435 628,274
SHE HEE M Sales of magnesium products 238,936 182,632
S 55 JoR ) 45 75 E o Sales of metallurgical flux products 3,561 6,162
332,932 817,068
TR UL A B B Timing of revenue recognition:
1A By T B 2% A A point in time 332,932 817,068
SEEF 5. SEGMENT INFORMATION

SERBE KD BRAFERARBITR
B (TR2L2ERRE) RE2ERAER
REER - AREREBEEEVH RS ER
FOREL LMD ELAT ¢

o BEERE
. BEREH
o ERBEEEY

BERAKBZAREDMERNTXEH

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

o Fertiliser business
o Magnesium product business
° Metallurgical flux business

Information regarding the Group’s reportable segments
is presented below.
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(a) ZEBKARESR
# 2202266 4308 1L /<A A

(a) Segment Revenue and Results

For six months ended 30 June 2022

BEEHESR SERXE REBHEHR At
Magnesium Metallurgical
Fertiliser product flux
business business business Total

(REER) (REFER)  (REER)  (REER

(unaudited) (unaudited) (unaudited) (unaudited)

TERT TERT TER TERT
HK$’000 HK$’000 HK$’000 HK$’000
AHEA Segment revenue 90,435 238,936 3,561 332,932
2 EEBA Intersegment revenue — — — =
KAMBEEHUWA  Revenue from external customers 90,435 238,936 3,561 332,932
PWEE Segment results (261,957) (60,715) (4,042) (326,714)
H i 55518 % %  Other gain or losses, net (2,385)
BSEREEARME Change in fair value of financial
) guarantee liabilities (50)
RRTHER Central administrative costs 3,015
BB Finance costs (101,919)
BETE R A E R Loss before income tax (428,053)

#H £2021946 A308 L/~ A

For the six months ended 30 June 2021

BEERER BEMER RERHES A&t

Magnesium  Metallurgical

Fertiliser product flux
business business business Total
(REER) (REEER) (REER) (REEZ)
(unaudited) (unaudited) (unaudited) unaudited)
AT THET FET TAET
HK$'000 HK$'000 HK$'000 HK$'000
2 EUWA Segment revenue 628,274 182,632 6,162 817,068
A EEBA Intersegment revenue - - — _
RAINFEFEHU A Revenue from external customers 628,274 182,632 6,162 817,068
A xE Segment results (13,120) (19,407) 8,287 (24,240)
H U s sk 518558  Other gain or losses, net 17,717

BEERAEARME Change in fair value of financial

) guarantee liabilities (32,045)
RRITEE A Central administrative costs (19,856)
BRER Finance costs (100,751)
BRFTS Hi A& 18 Loss before income tax (159,175)
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Segment revenue reported above represents
revenue generated from external customers.
Intersegment revenue has been eliminated in
current and last periods. Intersegment transactions
are entered into at arm’s length.

The accounting policies of the reportable
segments are the same as the Group’s accounting
policies. Segment results represent the results
from each segment without allocation of
central administrative costs including directors’
emoluments, certain net other gains or losses,
change in fair value of financial guarantee liabilities
and finance costs. This is the measure reported
to the chief operating decision maker for the
purposes of resource allocation and assessment
of segment performance.

(b) HEBEE (b) Segment Assets
20224 120214
6 HA30H 12H31H
As at As at
30 June 31 December
2022 2021
(R&EEZ) (T Z)
(unaudited) (audited)
FTERT FET
HK$’000 HK$’000
EEPERES Fertiliser business 2,086,141 2,515,192
HEEMER Magnesium product business 2,241,310 2,476,167
R S8 4 ) 3 75 Metallurgical flux business 572,278 597,355
4,899,729 5,588,714
Ko B Unallocated 294,210 321,747

5,193,939 5,910,461
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6. MEEHR 6. FINANCE COSTS
B Z6H30H L EA
Six months ended 30 June
2022 2021
(REBEX) (REEEZ)
(unaudited) (unaudited)
THET FAT
HK$’000 HK$'000
FTTREZEZFE Interest on listed subordinated notes 25,902 25,563
BEREFREZHERZ Interest on borrowings wholly
BEEZF B repayable within five years 75,812 74,967
HEaGEZHE Interest on lease liabilities 205 221
101,919 100,751
7. FIBHREAX 7. INCOME TAX EXPENSE
RAREZBEHESEBERANNEG (51 The amount of income tax expense charged/(credited)
A) B R 5 L S xE 3L - to the unaudited condensed consolidated statement of
profit or loss represents:
B Z6H30A0 LA
Six months ended 30 June
2022 2021
(REBEX) (REgEZ)
(unaudited) (unaudited)
THET FATT
HK$’000 HK$'000
BN EARR 18 - Current tax:
— A EMRESH — PRC Enterprises Income Tax 10,560 8,227
5 3T 7 78 Deferred taxation (580) (566)

9,980 7,661
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8. HMAEBHR 8. LOSS FOR THE PERIOD
HANEE B R T3 S IB R EEL Loss for the Period has been arrived at after charging:
B Z6H30H LA<EA
Six months ended 30 June
2022 2021
(REBEX) (REEEZ)
(unaudited) (unaudited)
THET FATT
HK$’000 HK$’000
& Depreciation and amortisation 145,817 117,441
9. BRER 9. LOSS PER SHARE
(a) EZX (a) Basic
STEERENEBREEBRIEAR R Basic loss per share is calculated by dividing loss
BAEGHANEEKRABHAE %17 for the Period attributable to owners of Company
EBARNRE G 8 o by the weighted average number ordinary shares

in issue during the Period.

B Z6H30H LA
Six months ended 30 June
2022 2021
(REHFER) (REEEZ)
(unaudited) (unaudited)
BB Loss
STEEIREANEE AR Loss attributable to ordinary equity
TRl EmT A ARG holders of the parent, used in the
BB (FTHT) basic loss per share calculation
(HK$'000) (374,100) (133,578)
2T L mAT IR g & Weighted average number of
(F) ordinary shares in issue
(thousand shares) 4,581,117 4,581,117

BRERNEE BI) Basic loss per share (HK cents) (8.17) (2.92)
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10.

11.

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

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

The computation of diluted loss per share does not
assume the exercise of the Company’s share options
because the exercise price of those share options
was higher than the average market price of shares
for the period ended 30 June 2022 and 2021.

DIVIDEND

The directors of the Company do not recommend the
payment of any dividend in respect of the six months
ended 30 June 2022 (2021: HK$NIl).

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2022, the
Group had additions of property, plant and equipment
amounting to approximately HK$892,000 (2021:
HK$137,477,000).

During the six months ended 30 June 2022, the
Group disposed property, plant and equipment with a
carrying amount of approximately HK$1,050,000 for the
proceeds of approximately HK$2,375,000. (2021: the
Group disposed of property, plant and equipment with a
carrying amount of approximately HK$2,306,000 for the
proceeds of approximately HK$7,172,000).
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12. BSBEKERARBERRE 12. TRADE AND BILLS RECEIVABLES

120224 20214

6H30H 12H31H

As at As at

30 June 31 December

2022 2021

(REEZ) (= z)

(unaudited) (audited)

FET T T

HK$’000 HK$’000

2 5 W IR Trade receivables 678,454 742,090
FEEEEEEEE Allowance for expected credit losses (504,748) (852,620)
173,706 389,470

e T & Bills receivables 700 854
174,406 390,324
RIFERE ANEEBB S EWNFIBBIRRE As at the reporting date, the ageing analysis of the
HEAZ 3| R R ENRR TN trade receivables of the Group presented based on the

invoice date and net of allowance for doubtful debts
was as follows:

R20224F 120214

6H30H 12H31H

As at As at

30 June 31 December

2022 2021

(REEX) (&z&=)

(unaudited) (audited)

TET TABT

HK$’000 HK$’000

60H LA Within 60 days 14,857 27,895
61290H 61 to 90 days 898 41,491
B 3E90H Over 90 days 157,951 320,084
173,706 389,470
NEFBLTFTESGREL ZIZEH — MBI HBiB The Group allows a credit period normally not more
180H (20214 : T~#83iB180H) ° than 180 days (2021: not more than 180 days) to its

trade customers.
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13. HAEMARTEREMRE

13. TRADE AND BILLS PAYABLES

20224 120214

6H30H 12H31H

As at As at

30 June 31 December

2022 2021

(REBEX) (= z)

(unaudited) (audited)

FE T FAT

HK$’000 HK$’000

B S FRIE Trade payables 95,005 144,130
[ 15 Bills payable 35,080 36,677
130,085 180,807

RESEY AEEREZEHRIIZE

ZRNRBEREAIMAOT :

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

date was as follows:

120224 20214

6 H30H 12H31H

As at As at

30 June 31 December

2022 2021

(REEX) (&=

(unaudited) (audited)

THET FATT

HK$’000 HK$'000

608 LA Within 60 days 17,823 17,964
61290H 61 to 90 days 801 1,906
R @90 H Over 90 days 76,381 124,260
95,005 144,130
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14. & & 14. BORROWINGS
1202245 720214
6 HA30H 12H31H
As at As at
30 June 31 December
2022 2021
(REER) (&%)
(unaudited) (audited)
FET FAT
HK$’000 HK$’000
RITEE Bank borrowings 865,396 938,031
HibfgE Other borrowings 624,275 623,622
i EZE (K i) Listed subordinated notes (note (i) 570,838 584,421
2,060,509 2,146,074
TERERBEKIZEEZ Carrying amounts of borrowings that
BREE R AT HRAERE : do not contain repayable on demand
clause and repayable:
—FR Within one year 1,820,802 1,898,376
—FAEENEBERFEHER Within a period of more than one
year but not exceeding two years - -
et Sub-total 1,820,802 1,898,376
EREREEKI2EEZ Carrying amounts of borrowings that
BREE FERA LA T HAPR A {E AR - contain a repayment on demand
clause and repayable:

—FR Within one year 239,707 247,698
NEE Sub-total 239,707 247,698
BET Total 2,060,509 2,146,074
B SIVESE R E) B & 2 FRIE Less: Amounts shown under

non-current liabilities - -
YEREN BB 2 RIE Amounts shown under current liabilities 2,060,509 2,146,074
HREREFRZAMBREN The carrying amount of borrowings
BEZEEZERE@E that are repayable on demand due
GERBEE) to breach of loan covenants (shown
under current liabilities) (1,952,239) (1,995,673)
FRERERLZMEETE Amounts shown under current liabilities
MEN B E 2 5/IA for the borrowings without breach of
loan covenants 108,270 150,401
BE : Borrowings:
a5 Secured 893,579 964,672
i Unsecured 1,166,930 1,181,402
2,060,509 2,146,074
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Bt 5E note:

i) HIEADFR2017FE6 A5 # T2 EE ()  This represents the carrying amount of the
£101,750,000%7 I3 T 27.0%1& B & 7.0% subordinated notes with the face value of
(BxR%BPHERSEIET) 2KE SGD101,750,000 (under the Multicurrency Medium
B ZEZBERTMEILFZSF LT - Term Note Programme) issued by the Company on 5
I B2 R20206F7 A3H B B R B A EAL © June 2017. The notes are listed on the Singapore Stock

Exchange and was matured and defaulted on 3 July
2020.
15. &% 15. SHARE CAPITAL
KRG A [
Number of Share
shares capital
F i FHET
000 HK$’000

ERE Authorised:

SR EE0.028 Lz EEK Ordinary shares of HK$0.02 each

R2021F1 A18 ~ 20214 As at 1 January 2021, 31 December

12H81H * 202241 A1H 2021, 1 January 2022 and 30 June
202256 A30H 2022 10,000,000 200,000
ERTRHE: Issued and fully paid:
R2021F1B1H ~ 20216 As at 1 January 2021, 31 December
12A31H * 2022118 2021, 1 January 2022 and 30 June
F2022%6A30H 2022 4,581,117 101,419
16. BEXEKIE 16. CAPITAL COMMITMENTS
120224 20214
6H30H 12H31H
As at As at
30 June 31 December
2022 2021
(REER) (= =z)
(unaudited) (audited)
FHET FAT
HK$’000 HK$’000
BE#BE AR KK EZ B4  Capital expenditure in respect of
AR ISR K ERERA the acquisition of property, plant
BRSEREE BB E and equipment contracted for
BERXREZEATE but not provided in the unaudited
condensed consolidated interim
financial statements/audited
consolidated financial statements 64,611 54,378
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IR AN A B # /2014F10H9H
FRHEEREERAR(TEED
ZREBFTZAMG - BEAREH
B - BARRIFTANE  BRFANE
MeRAMREERS S FEEZ
EEXE - B A BB R
EFHRBAMNEBETHEEEZER
BB ETB AT ARG ES
CZBNTEHEAEEER
EERUFBERERNERNTHZE o

&
B

LR M SR MY HR B o 8B NS FRGE
W RXXNEAMEBEBHBES - 112022
FOANHASBEEEFRBERGEY
552,661,000/ T h AEE 2 B 5 &
15T A0 KL b JE A5 30 T8 AP B E {E B B iR 1
A 88T £ 449,471,000/ 7T 89 BR
HOHEEAERHYETHER
AR BB R FAL & T IF
ZEBEEAEETEN RRLE o

HRZEFRRETESRAERETE
EGeBRRTERZEBEE
MEFBLABEEAREE A &H
EREfmEEE ABE  FEEBIWH
& MEE DT U BORERAR -

A0 2 BR20214F 2 B UL - BT
FACEAFABRBEBER EF
B 15(1)4967,089,000/8 JT HI & X E [
EUAKEITREERNBREAKXESE
REE#EARDRFE #HEEq &
78 B 1 — I8 A R #124,960,0007T
(37 & #9152,426,000% 7T) & K 2
17& WEE AR E -

H £2022F6 A30H L7~ 1E A
For the six months ended 30 June 2022

17. LITIGATIONS

(a)

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

Reference is made to the disclosure in Note 2.
In view of payment default, cross default and
debt restructuring, included in the borrowings of
the Group as at 30 June 2022 were borrowings
of approximately HK$552,661,000 and in the
trade and other payables of the Group were
accounts individually exceeding HK$1 million and
in aggregate to approximately HK$49,471,000 of
which the creditors have commenced litigations
against certain subsidiaries for immediate
repayments and to proceed ruling and freezing on
certain non-core operating assets.

For such litigations, which were mainly in relation
to failure to perform the obligation of the related
liabilities already recognised in the consolidated
financial statements and related assets pledged,
the Group is proactively communicating with the
creditors, striving to solve the litigations through
settlement by agreement.

As reference to relevant practices in 2021, certain
litigations were resolved by mediations and
negotiations which included (1) borrowings of
approximately HK$67,089,000 were agreed to be
repaid by revised and extended schedules; and, (2)
an application was made by a creditor to withdraw
an enforcement granted before in respect of
borrowings RMB124,960,000 (equivalent to
approximate HK$152,426,000) and was approved
by court.

39
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Bt ARAIESZRB - B E2022
F6HA30H EWEBEETAER 2
BRT  MATEFLAPERAS
kWL ENRREE TS HER
SERELEER  BHEgIT 2
AEENTBRAEEREEE
EEBRTFFE -

BEWML  ARRBREZEFHFAS
KERBR AUBREZXFEEER
REBVETY NEEAEED
ERMNED - AR B RITTIERM -
MAARRABRREEEEBRBREH
REEBEARZERRNEMNE
RER -

B AR A EA2021F8A1H
ZAMET T ANRARWEEITT
R ARER (TR ER]) BE
— fE AR B Y 2R 1T FR 5B oR Il B 1T 7% R
TRAWREAR (AAEEMEIEE
BB AR RENERBEAARK
124,960,0007T K B FE R &) & E &
E([&#E]D BHEERDIBAKE
ETWEBRR XILUEAR /A EE
TERERARMS -

R2021FE11 258 @ T EETE
[A) B T A B 2 22 FR 75 4R 8H 08 Il AT o
RIRER T AR B 81 82021F12H1H
MERHT EHPBCEIER
o8 H AT E R o

As such, in the view of the directors of the
Company, the above ruling and freezing being
sought by the creditors in the outstanding
litigations as at 30 June 2022 will not affect the
Group’s continued operations, in the absence of
unforeseen circumstances, and is not expected
to have a material adverse effect on the Group’s
financial position or its business operations.

Nevertheless, the Company will seek legal advices
on the litigations and will take necessary actions
based on such legal advices for the entire interests
of the Group. Further announcements will be
made by the Company to update the shareholders
and investors of the Company in relation to any
material development on the proposed debt
restructuring and litigations.

As disclosed in the announcement of the Company
dated 1 August 2021, the Company received a
written ruling (the “Ruling”) from Linyi Intermediate
People’s Court (“Linyi Court”) regarding a PRC
bank’s application to enforce guarantees of loans
amounting to RMB124.96 million granted to
Shandong Hongri (an indirect non-wholly owned
subsidiary of the Group) by the bank that have
been provided by certain subsidiaries of the Group
and the former legal representative of Shandong
Hongri.

On 25 November 2021, the PRC bank had
submitted an application to Linyi Court to withdraw
the enforcement. Pursuant to the written ruling
from Linyi Court dated 1 December 2021, such
application was approved and the enforcement
was withdrawn.
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d) H2021F2H25H @ HERFH (— K
MARBIEZERFFEZHEBERR) K
2| HAl Global Investment SPC (Ri
#HHaitong Global Investment SP(lll))
R ZAl Investment Fund S.P. ([ 2
ADTTERABEFZMR2021F2H22
BRARHEBER BRI ZES
(2]  ERkERESHSERF
BRE CHEBERBRERZERD
MR BEREREENEZAZE
(EEWT) RENEAEERERZ M
A B KR F B 48 %E20,707,777.78
X BRSHEDIBEEFAUES
REAN) EBERE (EABTAR
20178 A7H 5] 3 2 20204 %I #§
7N 4£20,000,0003 7T Z7%3E % (8 &
Mg 2 REREED -

FB & = A 202245 A27 B # &
MERERNEEAGEZ  REHA
BRETEH °

BREXHIREESIN EFTRREERSA
I ENARARERE R EEERERTH
FENERFR -

BRRAR

R2022F6 A30H ' LKA B — 2B
Y E=H (R2021F12A8318 : — %
BYE=F) TEREERMENARK
141,000,0007C (R2021F12A8318 : AR
#141,000,0007T ) (A1 & T $R1T IR 4 B 75 42
R MEEREERBHET  AEEA
AN EBESHE -

R2022F6H30H ' ZFE AR ERZAR
B #) 54,514,000/ 7T (5722021412 A 31
B : 4,669,000/ 7T) °

18.

H £2022F6 A30H L7~ 1E A
For the six months ended 30 June 2022

(d) On 25 February 2021, REMT, a non-wholly
subsidiary of the Company, received a petition
(the “Petition”) filed by Al Global Investment SPC
(formerly known as Haitong Global Investment
SP(lll)) acting on behalf of and for the account
of Al Investment Fund S.P. (the “Petitioner”) on
22 February 2021 against REMT in the Court for
an order that REMT be wound up by the Court.
The Petition was filed against REMT for its failure
to repay the Petitioner an outstanding principal
of the Notes (as defined below) together with
the unpaid interest and default interest in an
aggregate amount of US$20,707,777.78, which
was pursuant to a subscription agreement of 7%
unsubordinated and unsecured notes due 2020 in
a principal amount of US$20,000,000 entered into
between the Petitioner as subscriber and REMT as
the issuer dated 7 August 2017.

Upon the order to sanction the creditors’ scheme
of REMT made by the Hong Kong High Court on
27 May 2022, the Petition was dismissed by the
Hong Kong High Court on the same day.

Save as disclosed above, the Directors consider that up
to report date there were no significant litigations would
have material adverse impact on the business and
operation of the Group.

CONTINGENT LIABILITIES

As at 30 June 2022, Shandong Hongri has executed
financial guarantees to certain banks for credit
facilities granted to an independent third party (as at
31 December 2021: an independent third party), for
approximately RMB141,000,000 (as at 31 December
2021: RMB141,000,000) which would be required to be
paid if the guarantees were called upon in entirely.

As at 30 June 2022, the fair value of these corporate
guarantees was approximately HK$4,514,000 (as at 31
December 2021: HK$4,669,000).
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19.

WNE E2022%6 8308 1E N8 A - B
ERAEEAQRELEDEE 450,000 T
(20214F : 32,045,000/ 70) B R R K& E
RSB R NER -

BRAARERZEZFIBEFLHEBEHA
201659278 2 A ff o

EXHABARS

BREERMRLEA T RUBREDTR
TN MM ARERITU T EABE S
%0

(a) TEEBZARH 2

5=

Directors

19.

During the six months period ended 30 June 2022, loss
on change in fair value of financial guarantee liabilities
of approximately HK$50,000 (2021: HK$32,045,000)
has been recognised in the unaudited condensed
consolidated statement of profit or loss.

For more detail of the corporate guarantees please refer
to announcement date 27 September 2016.

MATERIAL RELATED PARTY
TRANSACTIONS

Except as disclosed elsewhere in the unaudited
condensed consolidated interim financial statements,
the Group entered into the following significant related
party transactions during the Period.

(a) Key management compensation

B Z6H30H LA
Six months ended 30 June
2022 2021
(RBEX) (RE&EZ)
(unaudited) (unaudited)
THET FHTT
HK$’000 HK$'000
1,620 2,447

AXELREEAFETRHBEARA
Pt 2 AR K o AR AR &
BETEERARAETZAER
BB ER®D -

(b)

BEBSBHARIIARARAESEARA
A([ LM A]) F14A.7215 - EER A
B BEZERBEALRGBIFTE
MRABUAZFIEENBEER HRITE
BERXS -

Mr. Chi Wen Fu has undertaken to maintain a
minimum level of shareholding in the Company.
The undertaking form part of the collateral
of certain borrowings by the Group and
exchangeable bond issued by the Company.

(b)

Pursuant to Rule 14A.72 of the Rules Governing the
Listing of Securities on the Stock Exchange of Hong
Kong Limited (the “Listing Rules”), the Directors
consider that none of the material related party
transactions disclosed above falls under the definition
of connected transaction or continuing connected
transaction as defined in Chapter 14A of the Listing
Rules.
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BREHM&EER

AN 5 S B H HA 2202245 A3 H B3 1
(IR R K ]) & B 8 A202245 A27
BOMERREASHAEE  HEMENE
BEAGTEDERTESF ERZE -

BREAGTEI B 20225658310 &% M
RIS EEAREHER - FrEIEREA
B % 32 H &R 48 58 &763,285,09778 TT ©
M ER B RATIRE AT 8lERA
WEEBERERE ([BRERERK])
FPREHESEREREA S AN ER (A
BRERPRESEENATRBRESERE
BREAMENES) KR EFREXREBHA
(Bl2022%F7 H25H) REI B FEREXRKE
SEIERBA BHESEAERS  FEE
BABWEIFTAETEIEEAZHNERERE
RERME o

4R Pl AR IR B A FT B AR - W
Bl B 7202298 A5 H % 1765,843,9004%
=T 2 f% 19 & K & A&458,389,7367 JC & A]
BRES - ARFIHERBEREFEN
R A D L IEERT2.31%#58%60.26% ©

HE#sF

ETHRBFEEN DR AFEAHME
ZE2HTH -

20.

21.

H £2022F6 A30H L7~ 1E A
For the six months ended 30 June 2022

EVENTS AFTER THE REPORTING PERIOD

As disclosed in the REMT’s circular dated 3 May 2022
(the “REMT Circular”) and the REMT’s announcement
dated 27 May 2022 respectively, the REMT’s creditors’
scheme has been sanctioned by the Hong Kong High
Court.

The creditors’ scheme has become effective on 31
May 2022 and based on the information provided
by the scheme administrators, the total amounts of
the admitted claims of the scheme creditors were
HK$763,285,097. As disclosed in the REMT’s Circular,
all the scheme creditors must indicate their preference
in the preference indication forms (the “Preference
Indication Forms”) for the manner of the restructuring of
their admitted claims (i.e. by the term extension option
or the convertible bonds swap option or a combination
of both) and return the Preference Indication Forms to
the scheme administrators by the preference indication
date (i.e. 25 July 2022). As of the preference indication
date, the scheme administrators have received the
Preference Indication Forms from all scheme creditors.

Based on the above and pursuant to the terms of the
creditors’ scheme, the REMT has issued 65,843,900
scheme shares and convertible bonds in the principal
amount of HK$458,389,736 on 5 August 2022. The
percentage of interest indirectly held by the Company
in REMT was so diluted from 72.31% to 60.26%
accordingly.

COMPARATIVE FIGURES

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

FLEZEREND

ARSI RKEBHEFZEITUERAEE
o URRBREEINGESERHTEEZ
AEKREE KA RN201946 A26H
K — BB 8 ([ 8ll) - B &S
SHEEFTBAALEEEES BEFERHAE
EEERM 2 ANEBE AR - HERSR
TEEER - BRIESITaEEIERT - B RIZ
sTEIE B B EE10E A K © %At E
Z BT FEA ATE (7R202966 H26H &
) e

MN20229F6 H308 » %t 21\ ik
TEZERE ([BIRE]) & XU REB
284,900,0000% i 17 + #HE R A QA & A AR
HhESR 4 B EIE BITIRAN496.22% °

SHARE OPTION SCHEMES

(1) Share option scheme of the Company

In order to attract and retain the best quality employees
for the development of the Group’s businesses and to
provide additional incentives or rewards to selected
qualifying participants, the Company adopted a share
option scheme on 26 June 2019 (the “Scheme”). The
qualifying participants mainly include employees of
the Group, Directors and contractors, suppliers or
service providers of the Group who have contribution
to the Group. Unless otherwise cancelled or amended,
the scheme will remain in force for 10 years since its
establishing date. The remaining life of the scheme is
approximately 7 years (expiry on 26 June 2029).

As at 30 June 2022, options to subscribe for a total
of 284,900,000 Shares were outstanding under the
Scheme (the “Options”), representing approximately
6.22% of the issued share capital of the Company as at
the date of this Interim Report.

120225 HRETHZ BRTEZ BRE¥Z 120225
1R18%E BRE BRE BR#E  6A30ABA RfE
BT
Options Options Options
Held at granted exercised lapsed Held at
1 January during the during the during the 30 June Exercise
2022 Period Period Period 2022 price
HKS
A EE
Employees 131,900,000 = = = 131,900,000 0.3
(B) B (i ta)
Consultants (note a) 110,000,000 = = = 110,000,000 0.3
(CEE
Directors
X E 20,000,000 = = = 20,000,000 0.3
Chi Wen Fu
i 8,000,000 = = = 8,000,000 0.3
Chi Jing Chao
BRE 5,000,000 = = = 5,000,000 0.3
Guo Mengyong
KER 5,000,000 - - - 5,000,000 03
Cheung Sound Poon
Bk 5,000,000 = = = 5,000,000 0.3
Sheng Hong
284,900,000 - = = 284,900,000 0.3




MR2019F7H25H ' 3R EM S B D Al ER
45,000,00013 ~ 25,000,00017 % 40,000,0001%
BRE FERZERAEENBIE=7
WiREEE (BEERRR) BHETSE#E
EE)  HEITIREEEN RE S B R RH
& AR SE o

ARAARBR ENAEEERERARERK
HE & - W R R R AR A B AR B N R %
EHEEREAREBEEER -BREDAKT
ZEBRRANSAEERERSERSE R ERES#
REEBGFENRE AKERMmAERIBHA
REMEE - BREOOBREIN  ARFLE
2N P R 1) 5% S5 R R AR AR (AT E A R o

RBEMKR WARITEBREZERBE M- 17
FEHRITEELNT

B &% B &

Grant date Expiry date
AR

The Scheme

201947 A25H 2025412 530H
25 July 2019 30 December 2025

RARBHREBR  ZEr8 BT HEITZA
DRI BH (BIEZTEET ElmRITEZ
B P #E) A443,111,6840% @ #8E R AR R R A
FRHIRRE B HIE B ITAR AN 499.67% © % At &l #%
20296 A26 8 fEim °

note:

R EFRE 2022 INTERIM REPORT

Hfth &

Other Information

On 25 July 2019, 3 consultants were granted each with
45,000,000, 25,000,000 and 40,000,000 Share Options
respectively. They are body incorporated and independent
third parties to the Group who are rendering, including but
not limited to, services in relation to assisting of all types of
financing arrangement, introducing of investors, and other
financial services if appropriate and available, etc.

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

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

prices.
THEH BRITEE BREHAR
Exercise
prices Number of
Exercise period per Share Options
BT
HK$
H2020F11 A1H £2025% 0.3 284,900,000

12 A30H
From 1 November 2020 to
30 December 2025

As at the date of this interim report, the total number of
shares of the Company available for issue under the Scheme
(including the above Options under the Scheme outstanding
not yet exercised) was 443,111,684, representing
approximately 9.67% of the issued share capital of the
Company as at the date of this interim report. The Scheme
will be expired on 26 June 2029.
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(2) B LREIZEREHE (2) Share option scheme of the subsidiary

HEEREEZRERLE] ([HEFRHE])

ARSI NBREREFEIZREMERIRE
ENER THSEEAER2HEER M
EINERI K EIR  HERI RN 2017412 A
AR R ET S ([HERFTE) -
AERZMETEREEE EF AE
o EEESRGEHER R AR
ERIEELEE - RIERfTEHESRIER
FRERIFGTEI 8 BRI B R TERB R
R R AT 218 T FHIA A5.59 (52027
F12H 4B ER) °

202257 A14H - #1715 & # ° 20
AE S BRI IR A BH B M SR D -
BRESE RRBETRERERGOMTE
B(HEREERE]) EEEEAE -

AEREXRTR  UWTHFEE FHE U
MATA2022F7 A148 £ 206 115 &
B o

Rare Earth Magnesium Technology Group
Holdings Limited ("REMT")

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

On 14 July 2022, there was a share consolidation for
each 20 REMT shares to be consolidated into 1 new
REMT share. The number of options and exercise prices
to subscribe new REMT shares (the “REMT Options”)
were adjusted accordingly.

For proactive illustration, the below figures were
adjusted to take up the 20-to-1 share consolidation
which became effective on 14 July 2022.

20224 BAREZ BRTEZ HRAHZ 1R2022%
1A1E%E RENEERE RENHEERE RENEERE  6A308HF IEE
BT
REMT Options REMT Options REMT Options
Held at granted exercised lapsed Held at
1 January during the during the during the 30 June Exercise
2022 Period Period Period 2022 price
HK$
(A) EE
Employees 8,170,000 - - - 8,170,000 8
7,000,000 - - - 7,000,000 6
(B)EE
Directors
RER 250,000 - - - 250,000 8
Cheung Sound Poon
BENBEMES 2,000,000 - - (250,000) 1,750,000 8
Other directors of REMT
10,420,000 - - (250,000) 10,170,000 8
7,000,000 - - - 7,000,000 6
17,420,000 - - (250,000) 17,170,000
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RI{EBAR P RTERERIEBERES  The above REMT Options outstanding at the end of the
ATNEmBEE - fTEBRITEE - reporting period have the following expiry date, exercise
period and exercise prices.

BRBERR BERR
&Hi B JE % B H TEH IR 1717 & BREHA
Exercise Number
price per of REMT
Grant date Expiry date Exercise period REMT share Options
BT
HK$
201844 H25H 202312 H29H H2018F 11 A1HEE 8 10,170,000
2023%F 12 H29H
25 April 2018 29 December 2023 From 1 November 2018 to
29 December 2023
201947 F25H 202248H31H H2019F9A1H R 6 7,000,000
202248A31H
25 July 2019 31 August 2022 From 1 September 2019 to
31 August 2022
17,170,000

AR HEIRE HH > BER st Ta4t3s: As at the date of this Interim Report, the total number of

TrRERERM A (A FiiD 3Tk shares of REMT available for issue under the REMT Scheme

e R B AR ) 540,201,9500% @ s8R #  (including the above REMT Options outstanding not yet

HERIREE B D RITIRAL12.0% o s75+2| 2 4  exercised) was 40,291,950, representing approximately

TEEIL) B 55 - WIS 2027E12 B4HER > 12.2% of the issued share capital of REMT as of the date
thereof. The remaining life of the Scheme is approximately
5.5 years and to be expired on 4 December 2027.
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EERFRTHRARRELFREM
HBEEZRG - HRERG R REE
ZiEn

R2022F6H30H ' EERA NG EETHAER
RARAREMEEEEZE (EXREFSFLHRE
&0 ([ H R EE KRG ) BEXVER) 2 &Mk -
RO EEEERTHER 2 ALHERNBEES R
HIE &P E3526 AR A fF B 2 B fit iR
BEMRAEEI0z EBETAESETES
RHMIZEST R ([ZFEFR ) BESTRMER
AREBHMERSFAERAR ([BRAT]) 2
=REEMT

(1) ZFLREZRGRBERERE

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTEREST IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE
COMPANY AND ANY ASSOCIATED
CORPORATION

As at 30 June 2022, the interests and short positions of the
Directors and chief executive of the Company in the Shares,
underlying shares and debentures of the Company and any
of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO”)), as
recorded in the register to be kept by the Company under
Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers in
Appendix 10 of the Listing Rules (the “Model Code”), were as
follows:

(1) Long positions in shares and share options of
the Company

BERRE N

HEH M2022F6H30R

(Fisth) BRTBRAZBDL

RERGHUE Percentage of

Number of Shares held issued share

EENZ BAER DEEE &3t Number of capital of the
Personal Corporate Options held Company as at

Name of Director interests interests Total (note b) 30 June 2022
WX E ([HeE]) 249,970,548  1,341,871,364  1,591,841,912 34.75%
Chi Wen Fu (“Mr. Chi") (KfzFa) (note a) 20,000,000 0.44%
St 1,633,998 — 1,633,998 0.04%
Chi Jing Chao 8,000,000 0.17%
BEE 2,625,000 - 2,625,000 0.06%
Guo Mengyong 5,000,000 0.11%
R K = = = =
Cheung Sound Poon 5,000,000 0.11%
B 1,775,000 - 1,775,000 0.04%
Sheng Hong 5,000,000 0.11%
MHER 300,000 - 300,000 0.01%

Shen Yi Min




(2) ZFRFEZEREERE
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(2) Long positions in debentures of the Company

EEnA B REEMtE FisEERERE

Name of director Capacity/Nature of interest Amount of debentures held

3 N3 T

SGD

54 1 A 25 2,500,000
Mr. Chi Personal interest

(3) REREZHBEZEZRE « HH

(3) Interests in the shares, underlying shares and

BHBEREEBZES debenture of associated corporation of the
Company
HEHHR REMT
ERENE
FEBERE  R202266A30H
RERGRERAREEE 2 EBRYA BREZE DRARKZEAH
Number of ordinary shares interested or (Kb Ke) Percentage of
deemed to be interested Number of issued share
EEpg BAER ARER L) REMT capital of
Personal Corporate Options held REMT as at
Name of Director interests interests Total (notes b and ¢) 30 June 2022
kR
Long position
RE A - - - 250,000 0.08%

Cheung Sound Poon
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B &E -

@ ZERNBEEERERAR (EE]
A ERUEEFRARBEDBHITEARN
83.74% WU T RN BEERRAE L
TREIEHTE=292 KA LZEE
G S Y NG i

%RIB A A201457 8108 2 B 7 K
B EBRARAIEERENE E K
549,280,0008% f& 17 (48 & 7201546 A 30
AARARBBEITRAL12%) LG B
s@man ((EEREemAFl) @ ERIRE
RIE2014F5 A0 % BN ERHHEE
BERcMARERZER G - ZIEEXR
BEHEESRARANALTRLE B
BEEERARES -

(o) HAEZBREZFBHIIRN LX[HFERE
A& —5 e

() ABEIMEXETR  SFE FTHAZE  UHA
R2022%F7 A14 B £ A206 1D A HF -

B XTI EE N R20225F6 A30H - EE 8
ARABEBTBRAERBFSIAZHEALTH
ERARR S EEMEREE (E&RFESH B
EEFIEXVER) Z B - 18RS Sk ERE BT %
BN AR B RIEES B EEF 5£352{%
GEZELEMAZESZRER °

EFMARMUAEEZET
B EXHBEES  REAREMRREEERT

TRAESF HEZEZEBHTNA\RUTFRE
MAEBEAARRA R D KEEEMESH S
MR - WEFERETELMAZEEN AR F]
sk H AT (] ff /8§ 2 =] 71 R 2 B AT S AE AR % BE BUE
BEFRENEAEMEABRBZZFERN -

notes:

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

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

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

(c) For proactive illustration, the figure was adjusted to take up
the 20-to-1 share consolidation which became effective on
14 July 2022,

Save as disclosed above, as at 30 June 2022, none of
the Directors or chief executive of the Company or their
respective associates had interests and short positions in the
Shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part
XV of the SFO), as recorded in the register to be kept by the
Company under Section 352 of SFO.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

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



FERFERFLFIRGREMBKRGZ
HaREE

MEMESHARFAEEZETHRABRAE B
BEEAERIBEEGFEB6IERTERTFNELD
ftFTR - 720226 A30H © RAR A M5 3 ik
ETATEMEERNEEERIEENAL
IR

BRHEEEB BEtME

Name of shareholder Nature

MY E &E

Chi Wen Fu Long position
B

Long position

= A
Alpha Sino Long position

HEemAn ((BEREe@ARD K&
International Finance Long position
Corporation (“IFC”)
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE
SHARES AND UNDERLYING SHARES OF THE
COMPANY

So far as is known to any Director or chief executive of the
Company, as at 30 June 2022, persons who had interests
or short positions in the Shares or underlying shares of
equity derivatives of the Company as recorded in the register
required to be kept under Section 336 of the SFO were as
follows:

RN
A20224
6H30HE 1T
BAZBE L
Percentage of
issued share

FERNERE BHEEREHE capital of the

Number of Number of Company as at
Shares held Options held 30 June 2022
1,5691,841,912 34.75%

(Fff 5Fa) (note a)
20,000,000 0.44%
(fft 5Fc) (note c)

1,341,871,364 29.29%
(Fff3Eb) (note b)

549,280,000 12.00%
(ft 5Eb) (note b)

51



52

tHaEEREEZERER AT Century Sunshine Group Holdings Limited

Hitb &

Other Information

MEaE

(@) MXEEERA H£1,591,841,912 K EA
W% 0 E (a)249,970,548M B0 Ty H B 25
B WAEREZEL  Kb)1,341,871,3640% %
DHERERBTED FHITRAS3.74% @ K1t
BFEEMATREERRAE EfTESIEHTT
=Dz —HAEZIREREMERAA A

(o) 1R1E R H AB2014F7A10B 2B - A
ANA R E 2 AR K7 2E 15549,280,000/% i 17 (48
B R2015F6 A30H AR Al B BT A 412%)
BHGEEeRAR ((ERESmAR]) A
REBEIBIE2014F5A30B X EME R HEEE
ERemAREBERZERR - ZEER B
ERSARMBALTRAZEBEREERA
AEE °

©) FHAEZBREZHBHEIIN EXTHERES]

— & e

ESRNMEREcHED

REBEHAN EFHARAERERRABKS
EEZHMBAL(ERRETEMARIMARA
AEF LR ERRAL) - SRR
AEEEBBEURAEBRBEF ZEBTHEE
EROL:

ME HEXREXE2F LTRSS

AARIEEMMBARLENRPABE - &
EXBOARRERMETES °

notes:

(@) Mr. Chi Wen Fu has interest in an aggregate of 1,591,841,912
Shares of which (a) 249,970,548 Shares are beneficially owned
by him and registered in his name; and (b) 1,341,871,364
Shares are deemed corporate interests by virtue of his holding
of 83.74% of the issued share capital of Alpha Sino which
entitled him to exercise or control the exercise of one-third or
more of the voting power at general meeting of Alpha Sino.

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

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

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

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

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

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

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

(@)

Under code provision A.2.1, the roles of chairman
and chief executive officer (the “CEQ”) should be
separated and should not be performed by the same
individual. Upon the resignation of Mr. Shum Sai Chit
as Chief Executive Officer on 30 July 2021, Mr. Chi
Wen Fu, founder of the Group, the chairman and an
executive Director, has been appointed as the CEO of
the Company. The Board is of the view that it is in the
best interests of the Group to adopt a single leadership
structure, as Mr. Chi possesses extensive experience
and knowledge in the PRC market and he is playing
a significant role in establishing strategic decisions
and overall management of the Group. It enables the
Company to make and implement decisions promptly
and efficiently. Further, it is difficult for the Board to find
a candidate with suitable qualification and expertise
in the market to fill the position of CEO at this stage
of debts restructuring. With the single leadership
structure, sufficient safeguards are established to
ensure the management is accountable to the Board.
The Chairman/CEO ensures Board meetings are
held regularly and when necessary. The Chairman/
CEOQO ensures that Board members are provided with
complete, adequate, accurate and timely information
on a regular basis to enable them to be fully cognizant
of the affairs of the Group. The Chairman/CEO ensures
all Directors have unrestricted access to document or
information kept by the Group and professional advice
when necessary.

Under the code provision E.1.2, the chairman of the
Board should attend the annual general meeting. The
chairman of the Board was unable to attend the annual
general meeting held on 27 June 2022 as he was
obliged to be away for a business trip on that date.
Mr. Chi Jing Chao, executive Director of the Company,
attended the said annual general meeting to answer
questions from shareholders.
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DISCLAIMER OPINION RELATING GOING
CONCERN

In the consolidated financial statements of the Company and
its subsidiaries (together as the “Group”) for the year ended
31 December 2021 (the “2021 AR”), the Company’s auditors
issued disclaimer of opinion on the material uncertainties
relating to the going concern basis (“Disclaimer of Opinion”), in
which they were unable to obtain sufficient appropriate audit
evidence to conclude on the appropriateness of management
to use the going concern basis of accounting in the
preparation of the consolidated financial statements because
management’s plans for future actions (the “Action Plan”) in
relation to its going concern assessment could not be finalised
yet and therefore issued a disclaimer of opinion on the results
of the Group’s consolidated financial statements.

The management is taking the best efforts to agree on and
execute the Action Plan in 2022. Taking into account the
successful and continued implementation of the proposed
restructuring, the management and also the Directors are
satisfied that the Group will have sufficient working capital
to meet its financial obligation as and when they fall due in
the foreseeable future, and hence it is appropriate to prepare
the Group’s consolidated financial statements on a going
concern basis. The management assessed that there is no
material impact on the Group’s financial position in light of
the Disclaimer of Opinion, as the going concern issue could
be resolved by the Action Plan devised.

There was no disagreement between the Board and the
Auditors regarding the Disclaimer of Opinion, considering
that the consolidated financial statements have been
prepared by the management on a going concern basis, the
validity of which depends on the outcome of the measures
under management’s assumptions, which are subject to
multiple uncertainties. In all other respects, in the opinion
of the Auditors, the consolidated financial statements have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

The Audit Committee takes the same view as the Board
and agreed with the management’s position concerning the
going concern issue and Disclaimer of Opinion based on the
reasons above.
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MANAGEMENT’S POSITION AND BASIS ON
THE GOING CONCERN ASSUMPTION

As detailed in Note 2 to the unaudited condensed
consolidated interim financial statements, conditions existed
as at 30 June 2022 indicating the existence of material
uncertainties which may cast significant doubt regarding
the Group’s ability to continue as a going concern. Among
all viable options as discussed, the management of the
Company is actively negotiating with the JPLs and the
creditors on debt restructuring by way of scheme of
arrangement, tentatively involving, among others, extension
of repayment period and repayment by ways of net proceeds
from disposals of non-core assets of the Group.

As at the date of approval for issuance of the unaudited
condensed consolidated interim financial statements, the
Proposed Restructuring Plan has not been formulated yet
and the eventual outcome of the Proposed Restructuring Plan
cannot be determined with reasonable certainty. Assuming
the successful implementation of the proposed restructuring
plan, the Board is of the opinion that the Group will have
sufficient working capital to meet its financial obligation as
and when they fall due in the foreseeable future. Accordingly,
the unaudited condensed consolidation interim financial
statements have been prepared on a going concern basis.

The Company will update the shareholders by way of
announcement(s) when there is any material development.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

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

INTERIM DIVIDEND

The Board did not recommend a payment of interim dividend
for the six months ended 30 June 2022.
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REMUNERATION COMMITTEE

The Remuneration Committee currently comprises four
members, namely Mr. Cheung Sound Poon, Mr. Chi Jing
Chao, Mr. Sheng Hong and Mr. Shen Yi Min, the majority
of whom are independent non-executive Directors. The
functions of the Remuneration Committee are to formulate
transparent procedures for setting up remuneration policies
and packages for Directors and the senior management of
the Group.

AUDIT COMMITTEE

The Audit Committee was established in January 2004. As
at 30 June 2022, the Audit Committee has three members,
namely Mr. Cheung Sound Poon, Mr. Sheng Hong and
Mr. Shen Yi Min. Mr. Cheung Sound Poon is the chairman of
the Audit Committee.

The Audit Committee is to review the Group’s financial
reporting, the effectiveness of both the internal and external
audit and internal controls and to make recommendations
to the Board. During the six months ended 30 June 2022,
the Audit Committee held two meetings for the purpose
of reviewing the Company’s reports and accounts, and
providing advices and recommendations to the Board.

The Group’s unaudited condensed consolidated interim
financial statements for the six months ended 30 June 2022
has been reviewed by the Audit Committee, which was of
the opinion that the preparation of such financial statements
were complied with the applicable accounting standards and
adequate disclosures had been made.

By Order of the Board

Century Sunshine Group Holdings Limited
(in provisional liquidation)

(for restructuring purposes only)

Chi Wen Fu

Chairman

Hong Kong, 31 August 2022



186l OF 4
HLEEAREEZERERAT

Century Sunshine Group Holdings Limited
Incorporated in the Cayman Islands with limited liability
RHASESTMEZZBERAF

Stock Code FREMRSE 1 00509.HK
Website #3t : www.centurysunshine.com.hk

MIX

Paper from
responsible sources
FSC

waiscog  FSC™ C112031




	Cover
	Contents
	Corporate Information
	Financial Highlights
	Management Discussion and Analysis
	Unaudited Condensed Consolidated Statement of Profit or Loss
	Unaudited Condensed Consolidated Statement of Comprehensive Income
	Unaudited Condensed Consolidated Statement of Financial Position
	Unaudited Condensed Consolidated Statement of Changes in Equity
	Unaudited Condensed Consolidated Statement of Cash Flows
	Notes to the Unaudited Condensed Consolidated Interim Financial Statements
	Other Information
	Back Cover



