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Financial Summary

BEZE6HA30HLAAEA
Six months ended 30 June

L'ON
s REREEB

Revenue
e Continuing operation

2018
(RIEER)

(unaudited)

TER
HK$’000

2017
(REEER)
(unaudited)

FHETT
HK$’'000

ll
Increased
(REESEZ)
(unaudited)
Aokt

%

o EEIPHEX e Fertiliser business 1,379,079 855,064 61.3
s TEEERER e Magnesium product business 795,638 503,035 58.2
o [REMIAE T e Metallurgical flux business 33,046 21,293 55.2
2,207,763 1,379,392 60.1
NRATHEB AEERF  Profit attributable to owners

of the Company 182,581 118,244 54.4
SRERZF Basic earnings per share 3.991licents  2.571llcents 55.3
¥s) Dividend - _ _

N 2018 % MN2017 &
6 H30H 12H81H 30

As at As at

30 June [EHNDERE lelel
2018 2017 Increased
(REER) (=) (REEFEZ)
(unaudited) (audited) (unaudited)
FET FET ARk
HK$’000 HK$'000 %
BERE Total assets 7,665,824 7,502,278 2.2
BEFE Net assets 3,784,677 3,653,428 3.6
RITRIRSEERR Bank and cash balances 1,034,824 956,995 8.1
BEE Total borrowings 2,119,321 2,047,170 3.5
& R A 2 Shareholders’ equity 3,405,197 3,296,382 3.3




(ii) Bi#gtb=

xR #EzR[E ¥R =  Return on shareholders’
equity
48 EE Bl 3R X Return on total assets

BRI S5

Interest coverage

MBHME
Financial Highlights

Financial Ratio

HZ6 A30HLIEA

Six months ended 30 June

M FE

notesm 2017 2016 2015
1 5.4% 4.3% 4.2% 6.2% 5.3%
2 2.8% 2.0% 2.3% 3.8% 4.2%
3 4x & 3x & 4x 5 8x & 25x &

m12 431 H
IifF2 30 June As at 31 December
2016 2015
BELE Gearing ratio 4 27.6% 27.3% 29.4% 25.7% 23.4%
MENLL & Liquidity 5 1x 13 1x 15 3x & 3x & 2x &
5T notes:
1. ANAREAABESHRER,RREEE 1. Profit for the period attributable to owners of the Company/
Shareholders’ equity
2. HIREHEFBERE 2. Profit for the period/Total assets
3. BAEREMESREXAEFFERX 3. Profit before income tax and interest expense/Interest
expense
4. BEEAERE 4.  Total borrowings/Total assets

5. RBEE/RBAE

5. Current assets/Current liabilities
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Hth 2%
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(a) EREmMZHEER:

BEIEE R 569,533 414,841 37.3
CBEERES 31,933 22,238 43.6

(b) EREm2FIIEE:

BEIER R 2,421 2,061 17.5
CBEERES 24,862 22,349 11.2
(c) FERZR:

#n, Cra)

=R

BEIER R 23.2 23.0 0.2
CBEERES 25.4 25.0 0.4
REE 2 BEENE 24.8 25.0 (0.2)
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Management Discussion and Analysis

Business Review

In the first half of 2018, global economic growth remained robust. However, the recent “trade war,” triggered
by the United States, has led to the high volatility of the financial market and global concerns about
economic recovery. Nevertheless, the Chinese economy is still running soundly and has achieved high-
quality development with further restructuring progress. According to China’s National Bureau of Statistics,
China’s Gross Domestic Product (“GDP”) recorded a growth of 6.8 percent for the first half of 2018. Despite
the mentioned challenges, Century Sunshine Group Holdings Limited (“Century Sunshine” or the “Company,”
together with its subsidiaries, the “Group”) has strived to achieve steady growth in its fertiliser business by
leveraging on its resources. The business is further expanded along with the reorganisation of magnesium
business as well as the capacity release from Jiangxi production base.

For the six months ended 30 June 2018 (the “Period”), the Group recorded a revenue of HK$2,207,763,000
(2017: HK$1,379,372,000). In spite of gross profit margin recorded at 24.8% (2017: 25.0%), profit after tax
increased by approximately 79.1% to HK$215,097,000 compared to HK$120,116,000 in corresponding
period last year. The slight decrease in gross profit margin was mainly due to change in product mix.
Revenue from the fertiliser business for the Period amounted to HK$1,379,079,000 (2017: HK$855,064,000),
representing an increase of 61.3% year-on-year. The magnesium product business for the Period, now
under Rare Earth Magnesium Technology Group Holdings Limited (“REMT”, formerly known as Group
Sense (International) Limited, stock code: 601.HK), recorded a revenue of HK$795,638,000 (2017:
HK$503,035,000), representing a year-on-year increase of 58.2%.

During the Period, product differentiation remains the Group’s core strategy. With the newly installed capacity
and premium products from the Jiangxi production base, revenue and profits have been boosted. At the end
of 2017, the Group had completed the reorganisation of its magnesium business and is now entirely owned
and operated by REMT. After the reorganisation, the Group can be very focused on fertiliser business.

Fertiliser Business

The Group has been developing, producing and selling ecological fertilisers for over a decade, and is a
reputable player in China’s compound and organic fertiliser markets. With three production bases in Jiangsu,
Jiangxi and Shandong provinces respectively, the Group has established a number of well-known fertiliser
brands including “Le He He (£4m[M])”, “Feng Shou (ZU%)”, “Zhan Lan (JE%)”, “Yanyangtian (%f%X)” and
“Dongfanghong (R 4L)”. During the Period, fertiliser business contributed around HK$1,379,079,000 to the
Group’s revenue (2017: HK$ 855,064,000), yielding an average gross profit margin of 23.2% (2017: 23.0%)
and a sales volume of 569,533 tonnes (2017: 414,841 tonnes).

Construction work at the Jiangxi Ruichang production base was on schedule. Trial production of phase one
of the project (550,000 tonnes production capacity) commenced in mid-October 2017, its fertiliser products
include high tower fertiliser and functional fertiliser, which are expected to fill the product gap in Northern
and Central China for the Group. The phase two construction (of production capacity 850,000 tonnes)
has officially commenced in the second half of 2018. The annual designed production capacity at Jiangxi
Ruichang base is 1,400,000 tonnes, with ancillary facilities such as phosphogypsum storage/depot, jetties,
etc. An arch product of the Jiangxi Base is the high-tower-granulated compound fertiliser and “Feng Shou
(Z2U)" will be a leading brand for future promotion. The Jiangxi production base also has the ability to
produce different high tower fertilisers according to customer requirement. High tower fertilisers are made
with high concentration and low water content. Manufactured with the high tower granulation process, the
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high tower fertiliser features high compressive strength, durable preservation, balanced nutrition and fast
dissolution, capable of meeting the needs for instant dissolution in modern efficient agriculture. The launch of
the products from the newly-built Jiangxi Base will further diversify the Group’s ecological fertiliser products.
The Group’s total production capacity of fertilisers will reach over 3,000,000 tonnes with the completion of
all production lines in Jiangxi base, and the capacity from the original Jiangsu base as well as the acquired
Shandong base, making it one of China’s leading ecological fertiliser producers.

The convenient location of the Jiangxi production base on the southern shore of the Yangtze River allows it to
significantly lower logistics and transportation costs, and expand the supply chain of fertiliser products, which
also facilitate the goods transportation from Jiangsu and Shandong production bases to the southern markets
in China. The production bases in Jiangsu and Shandong Provinces both have a long history nationally
renowned brands, with a sound distribution network covering Provinces and Cities in northern, central and
southern China, except Tibet.

The Group continues to optimise product mix, invest in research and development and launch quality
products. The Group’s fertiliser products are categorised into: (i) ecological fertiliser, (i) functional fertiliser,
and (iii) general fertiliser. Ecological fertiliser is the Group’s traditional product. It mainly includes organic
fertiliser and bio fertiliser that are environmentally friendly and help to improve soil organic matter and
promote sustainable productivity. Functional fertiliser includes silicon-magnesium fertiliser, “Sheng Ming Yuan
(HEm7T)”, “seaweed fertiliser (J&%ME)” that improve crop quality meet the crops’ needs. The serpentine-
based silicon-magnesium fertiliser solely developed by the Group is well-known for its excellent efficiency.
The Group owns the largest and highest quality serpentine reserve in Asia; this ensures a steady supply of
this key raw material for silicon-magnesium fertiliser at a low price. General fertiliser is compound fertiliser
that provides basic nutrition for crops. It includes sulphur-based compound fertiliser, chlorine-based fertiliser,
mixed fertiliser and controlled release fertiliser with prolonged effect. “Le He He (£4M[M])” and “Yanyangtian
(%F%X)" are the Group's flagship brands in the general fertiliser category. They are well known in the market.

China has released a series of measures to promote the development of green agriculture. Apart from the
“Zero-growth Action Plan for Fertiliser Use by 2020” in 2015, the Ministry of Agriculture distributed the “Action
Plan for Replacing Fertilisers with Organic Fertiliser in Planting of Fruit, Vegetable and Tea” (R R B #
EERILAEITEI A Z)) in 2017. The plan aims to cut down the use of chemical fertiliser by more than 20% in
planting of fruit, vegetable and tea in well-known production areas, and by more than 50% in core production
areas for these crops by 2020. In July 2018, the Ministry of Ecology and Environment further approved in
principle the “Crucial Action Plan for Dealing with Pollution in Agriculture and Countryside” ({2 % 21553
JRIBWERBI7TENETE)) which set out clearly to “reduce the utilization of fertilisers, pesticides and water in
agriculture” and to promote “minimization of agricultural inputs, clean production, reclamation of wastes and
ecological production model”. All these requirements put our Group’s products in strong advantage. As a
leading producer of ecological fertilisers, the Group is adhering to the principle of “soil testing and prescribed
fertilization” for decades. It has built a green and ecologically sustainable business, in line with the direction
of national policies. The Group will achieve growth in sales volume and consistent growth along with the
capacity release and brand recognition.
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Management Discussion and Analysis

Magnesium Product Business

In September 2017, the Group announced the sale of its interest in China Rare Earth Magnesium Technology
Holdings Limited and its magnesium business to its subsidiary REMT (“the Transaction”). The transaction was
completed at the end of 2017.

The Group’s magnesium products are broadly classified as basic magnesium products and rare earth
magnesium alloys. During the Period, magnesium product business contributed HK$795,638,000 (2017:
HK$503,035,000) of the Group’s total revenue. Sales volume reached 31,933 tonnes (2017: 22,238 tonnes),
representing an increase of 58.2% and 43.6% year-on-year respectively. The overall gross profit margin of
magnesium business was 25.4% (2017: 25.0%).

With an array of patents in high-performance magnesium alloys, a seamless integration of the supply of
raw material and increased production capacity, the Group is in a very favorable position for the future
development of its magnesium business. Leveraging on its technical and resources advantages, the Group,
operating the magnesium business through REMT, will achieve further growth in the business.

Other Businesses

Other businesses of the Group include metallurgical flux and electronic products. The Group owns quality
serpentine reserves which is not only a key raw material to produce silicon-magnesium fertiliser, but is also an
indispensable auxiliary material for iron and steel smelting. After securing enough volumes for the production
of silicon-magnesium fertiliser, serpentine will be sold to major domestic steel enterprises for stable side
income.

Prospect

Since mid of 2018, the “trade war” between China and the United States has not been assuaged and
China’s economic growth has been slow. In the second half of 2018, the Chinese government is expected
to accelerate supply-side structural reform, and make strong efforts to revitalize the manufacturing industry.
Part of those specific measures includes the promulgation of “the Guidance for Promoting the Transformation
and Development of the Fertiliser Industry” (#E#E(LIE/TEERAZEREMIEE S R )), aiming to lift the current
application rate of new fertilisers from less than 10% to 30% by 2020.

The Group estimates that low-end fertilisers will continue to face fierce competition in the future, with
significant environmental protection parameters and this enhances technological barriers for the entire
industry. Backward manufacturers will be eliminated. This provides a better development opportunity for the
ecological fertilisers and help the Group capture larger market share. The Group will commit produce green,
environment-friendly and sustainable products, execute the competitive strategy of product differentiation and
make use of every potential opportunity, so to sustain the rapid development of the Group.

In terms of capacity enhancement, the Group is dedicated to the construction of the Jiangxi base and after
the completion of the Group’s planned production lines at three production bases, the annual production
capability of the Group will exceed 3,000,000 tonnes. This will significantly increase the Group’s market
share. In the second half of 2018, the Group’s management team will continue to raise Century Sunshine
to new heights. The Group will keep developing quality ecological compound fertilisers, utilising the new
production capacity from the Jiangxi base fully and optimizing product mix. The Group will continue to
cope with the market’s increasing need for ecological fertiliser, and stick to our mission: “make crops more
productive and make the land more fertile.”
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Key Operational Data

Unaudited key operational data for the six months ended 30 June 2018, together with the comparative figures
for the corresponding period in 2017, are as follows. Main businesses listed below contributed over 91% of
the Group’s total turnover for the Period.

(a) Sales volume of major products:

2018 2017 Increase

Tonnes Tonnes %

Fertiliser business 569,533 414,841 37.3
Magnesium product business 31,933 22,238 43.6

(b) Average selling price of major products:

2018 2017 Increase

HK$/Tonne HK$/Tonne
Fertiliser business 2,421 2,061 17.5
Magnesium product business 24,862 22,349 11.2

(c) Gross profit margin:

Increase/
(decrease)

Percentage
points

Fertiliser business 23.2 23.0 0.2
Magnesium product business 25.4 25.0 0.4

The Group’s overall gross profit margin 24.8 25.0 (0.2)

1

7
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Management Discussion and Analysis

FINANCIAL REVIEW

Operating income and gross profit

The Group recorded a revenue of approximately HK$2,207,763,000 for the Period, representing a year-on-
year growth of 60.1%. The revenue from two of the major businesses of the Group, namely fertiliser business
and magnesium business, increased by 61.3% and 58.2% respectively.

The revenue of the fertiliser business for the Period was approximately HK$1,379,079,000 with a sales
volume of 569,533 tonnes, representing a year-on-year growth of 61.3% and 37.3% respectively. Shandong
Hongri contributed a sales volume of approximately 251,698 tonnes and a revenue of approximately
HK$634,179,000 for the Group during the Period.

The revenue and sales volume of the magnesium business were approximately HK$795,638,000 and 31,933
tonnes for the Period, representing respective year-on-year growth of approximately 58.2% and 43.6%. The
uplifted sales volume was mainly attributable to the increase of sales volume in basic magnesium products.
Besides, the commencement of the magnesium products trading business of the Group also led to additional
sales volume. The sales volume and gross profit of rare earth magnesium alloy products of the Group was
similar to that of the corresponding period last year.

Other gain or loss, net
Other gain or loss, net was approximately HK$853,000, representing a year-on-year decline of approximately
96.6%, mainly comprised of interest income of approximately HK$448,000 (2017: HK$6,829,000).

Administrative expense

The administrative expense for the Period was approximately HK$109,706,000, representing a year-on-year
growth of approximately 96.8%. The fees were mainly comprised of remuneration of employees, depreciation
and amortization, audit and professional fees, research and development and leases. The increment of
administrative expense was mainly due to the consolidation of Shandong Hongri and the equity-based options
expenses for the share options granted by REMT.

Finance cost

Finance cost was approximately HK$91,792,000, representing a year-on-year growth of approximately 32.7%.
The increment of finance cost was mainly due to the consolidation of Shandong Hongni. In June 2017, the
Group reformed the composition of our Singapore listed subordinated notes through the issue of new 7.0%
subordinated notes with face value of SGD101.75 million and the redemption of old 7.2% subordinated notes
with the face value of SGD125 million due in June 2018 (of which the holders of old subordinated notes with
face value of SGD38.25 million opted for an exchange of new notes with old notes). As a result, the short-
term debt of the Group has been improved.
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Margin

For the six months ended 30 June 2018, the profit after tax of the Group was approximately HK$215,097,000,
representing a year-on-year growth of approximately 79.1% compare to HK$120,116,000 in the same period
last year. In order to enhance our revenue and the overall profit, the Group strived to maintain the sales of
products with high gross profit, and develop market shares for products with low gross profit.

Liquidity, liabilities and financial resources

The Group’s liquidity was mainly derived from cash generated from operating activities. As at 30 June 2018,
total amount of cash and bank balances of the Group was approximately HK$1,034,824,000 (as at 31
December 2017: approximately HK$956,995,000).

As at 30 June 2018, the Group’s total borrowings increased by approximately 3.5% as compared to that
as at 31 December 2017. The Group’s gearing ratio (calculated by total borrowings over total assets) was
approximately 27.6% as at 30 June 2018 (as at 31 December 2017: 27.3%).

The Group’s existing cash resources together with the steady cash flows generated from operating activities
are sufficient to meet its business needs.

Exchange Rate Risk Management

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

Pledge of Assets

As at 30 June 2018, the Group had pledged its property, plant and equipment, land use rights and
deposits with banks with carrying amount of approximately HK$396,942,000, HK$202,109,000 and
HK$237,432,000 respectively (as at 31 December 2017: approximately HK$424,713,000, HK$210,379,000
and HK$283,299,000 respectively) to secure borrowings and bills payables.
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Significant transactions

()  On 3 August 2016 (after trading hours), Long Xiang Enterprises Limited (a direct wholly-owned
subsidiary of the Company, as the Purchaser), entered into an acquisition agreement with Prosperous
Rich Holdings Limited (a company indirectly held by the Company’s former executive director, Mr.
Yang Yuchuan, as the Vendor) and Acronagrotrans Ltd (as the Target Company, which directly holds
50.5% interests in Shandong Hongri), pursuant to which, the Purchaser conditionally agreed to buy,
and the Vendor conditionally agreed to sell the entire equity interest in the Target Company, at the cash
consideration of US$1 (equivalent to approximately HK$7.76), which is payable in accordance with the
terms and conditions thereto at Completion. Details of which, please refer to the relevant announcement
on the HKEX and the company’s website made on 4 August 2016.

The transaction was completed and Shandong Hongri was consolidated into the Group with effect from
1 April 2017.

(i)  On 5 June 2017, the Company issued 7.0% subordinated notes with the face value of SGD101.75
million (under the Multicurrency Medium Term Note Programme). The notes are listed on the Singapore
Stock Exchange and will mature on 3 July 2020.

On the same date, the Company redeemed the face value of SGD38.25 million the 7.2% subordinated
notes issued in 2015 by exchange for the new 7.0% subordinated notes. The remaining subordinated
notes issued in 2015 of the face value of SGD86.75 million were fully redeemed on 30 June 2017.

Contingent liabilities
As at 30 June 2018, other than those disclosed in Note 22 to the financial statements, the Group did not
have any significant contingent liabilities.

Capital Structure
As at 30 June 2018 and 31 December 2017, 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 4,280 as at 30 June 2018 (as at 31 December
2017: 4,680). 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.
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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 2018, 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 2018, the Group completed a dolomite output of
88,950 tonnes*. As compared with the status as at 31 December 2017, there was no material change in the
resource estimate and ore reserve of the dolomite mine.

For the six months ended 30 June 2018, the expenditures incurred 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 activities of the dolomite mine for the six months ended 30 June 2018
were approximately HK$6,318,000 while the expenditure incurred in exploration and development was
HKS$Nil.

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.

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 2018, 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 was reviewed by the Group’s internal geological experts. For the six months ended 30 June
2018, the Group completed a serpentine output of 388,440 tonnes*. As compared with the status as at 31
December 2017, there was no material change in the resource estimate and ore reserve of the serpentine
mine.
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The expenditures incurred for the six months ended 30 June 2018 in development activities were mainly for
the construction of road, drainage system, greening and installation of equipment. Such expenditures have
been capitalised and included in the unaudited condensed consolidated statement of financial position. The
expenditures incurred 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
2018 was approximately HK$17,348,000 while the expenditure incurred in exploration and development was
HKS$NIl.

* Output is the stock-in-quantity from Dolomite/Serpertine mines, including mine extraction for the Period.
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Independent Review Report
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FIR The Landmark
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ERTITRE311 Hong Kong

INDEPENDENT REVIEW REPORT

TO THE BOARD OF DIRECTORS OF

CENTURY SUNSHINE GROUP HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial information set
out on pages 25 to 70, which comprises the condensed
consolidated statement of financial position of Century
Sunshine Group Holdings Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) as
of 30 June 2018 and the related condensed consolidated
statement of profit or loss, condensed consolidated
statement of comprehensive income, the condensed
consolidated statement of changes in equity and the
condensed consolidated statement of cash flows for the
six-month period then ended, and a summary of significant
accounting policy and other explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Main Board Listing Rules”)
require the preparation of a report on interim financial
information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” (“HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants. The directors
of the Company are responsible for the preparation
and presentation of this interim financial information in
accordance with HKAS 34. Our responsibility is to express
a conclusion on this interim financial information based on
our review, and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report.
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Scope of Review

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor
of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial information
consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and
applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an
audit opinion.

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information is
not prepared, in all material respects, in accordance with
HKAS 34.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Wong Sze Wai, Basilia
Practising Certificate Number P05806
Hong Kong, 20 August 2018
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Unaudited Condensed Consolidated Statement of Profit or Loss

HZE 201846 A30HIE/NMEA
For the six months ended 30 June 2018

2018 2017
(REBEZ) (REEER)
(unaudited) (unaudited)

(&&E7)
(restated)
FTEx T
HK$’000 HK$’000
BT Continuing operations:
WA Revenue 4 2,207,763 1,379,392
B E R A Cost of sales (1,659,042) (1,034,469)
EN Gross profit 548,721 344,923
HEm sk BE R Other gains or losses, net 853 24,987
BRI Gain on bargain purchase —_ 31,733
HERTISEESER Selling and marketing costs (61,510) (50,736)
TR X Administrative expenses (109,706) (55,735)
MW FER Exchange difference, net 6,659 (33,708)
FIEEERAENEER Net realised and unrealised gain on
N AREIR W 558 investments held for trading — 96
W% E R Finance costs 6 (91,792) (69,187)
BR P15 35 A& Profit before income tax 293,225 192,373
s i Income tax expense 7 (78,128) (72,257)
BESEEB2HMAER  Profit for the period from
continuing operations 8 215,097 120,116
BRI AT Discontinued operations:
R (EE),EF (Loss)/profit for the period 10 (1,121) 308
B s Profit for the period 213,976 120,424

THALTEGERER : Profit for the period
attributable to:

PAN/NEIEZE DN Owners of the Company
—REFECEER - from continuing operation 183,363 118,326
—REERIEREETS - from discontinued operation (782) (82)
FEPEAR B 2 Non-controlling interests
—RERECEER — from continuing operation 31,734 1,790
—RECKRIEEEHETS — from discontinued operation (339) 390
213,976 120,424
BRER : Earnings per share:
REFER From continuing and
ERIEREER discontinued operations
—&ER - basic 9(a) 3.991flicents 2.57flicents
-5 - diluted 9(b) 3.991licents 2.57flcents
REFELSEXEL From continuing operations
R - basic 4.001lcents 2.57flicents

E — diluted 4.00{lcents 2.57flicents
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Unaudited Condensed Consolidated Statement of Comprehensive Income

#HZE 20184 6 A30 A 17518 A
For the six months ended 30 June 2018

2018 2017
(REER) (REFEZ)
(unaudited) (unaudited)
(&=:751)
(restated)
FHEx T
HK$’000 HK$’000
AR F Profit for the period 213,976 120,424
Hi2mEBA A (B%) - Other comprehensive income/
MR8 (expenses), net of income tax:
HgngesEHhoEs Items that may be reclassified
Bm2ERE subsequently to profit or loss:
EEATHEERE Net gain arising on revaluation
EEzWEFRE of available-for-sale
investment —_ 3,202
EHBEBEMEEBA Net loss arising on revaluation of
BAREFEZ equity instruments at fair value
RiETREMEL S through other comprehensive
b income (3,104) —
HRNEEHEE Reclassification adjustments
WEZER DR relating to disposal of
available-for-sale investments
during the period —_ (487)
BREBINETSFTE & Exchange differences arising
ZEHZER from translation of foreign
operations (81,890) 134,608
HMAEMmEEmBAS Other comprehensive income/
(BFAX) > (HIBRFTBH) (expenses) for the period
(net of income tax) (84,994) 137,323
HAZEWAELE Total comprehensive income
for the period 128,982 257,747
THALTELBA Total comprehensive income/
2HEWA(BAX)#% : (expenses) for the period
attributable to:
VN/NEIEZ SN Owners of the Company
—RERFELCEER — from continuing operation 108,151 253,013
—REERIEEEER - from discontinued operation (1,603) 1,234
FEVERR B = Non-controlling interests
—REFELEER - from continuing operation 22,700 2,103
—REBERIEREES - from discontinued operation (266) 1,397
128,982 257,747
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Unaudited Condensed Consolidated Statement of Financial Position

R2018 F 2017 &
6 H30H 12 H31H
As at As at
30 June 31 December
2018 2017
(REER) (&%)
(unaudited) (audited)
THERT FAT
HK$’000 HK$’000
FREBEE Non-current assets
T AR Land use rights 291,536 311,177
ME - WE REE Property, plant and equipment 12 3,543,934 3,558,617
s Goodwil 197,368 197,368
B AE Intangible assets 377,805 389,524
RUERE Mining rights 473,266 487,464
REFR Long term deposits — 60
REBRRIZIREA Investments in joint ventures — 6,490
R—EBE AR ZIEE Investment in an associate — 18
AfHERE Available for sale investments — 3,000
BHEPRITFER Pledged bank deposits 10,159 26,084
4,894,068 4,979,802
RBEE Current assets
AHEERE Available-for-sale investments — 11,620
FREMEMBAZALE Equity instruments at fair value
ATECRELIA through other comprehensive
income 8,516 —
7E Inventories 484,249 481,065
T3t fsE A Land use rights 8,537 8,647
B 5 e W TR I R IR Trade and bills receivables 13 510,958 497,385
TERFIE - e REMER Prepayment, deposits and
I8 other receivables 376,130 470,648
AR E TS Income tax recoverable —_ 1,835
e —fE & &N F I8 Amount due from a joint venture —_ 844
RTINS 5k Bank and cash balances 1,024,665 930,911
2,413,055 2,402,955
DERBIELEEE Asset classified as held for sale 116,463 119,521
DEABEHEZHEEE  Assets of a disposal group
BE classified as held for sale 10 242,238 -
2,771,756 2,622,476
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Unaudited Condensed Consolidated Statement of Financial Position

R2018F R 2017 F
6 A30H 12 A31H
As at As at

30 June 31 December

2018 2017
(REER) (&E%)
(unaudited) (audited)
FTHET FHET
HK$’000 HK$’'000

W REAE Less: Current liabilities

e B 55 IE R e R Trade and bills payables 14 730,571 633,838
FEEHE A R H e 3B Accruals and other payables 338,810 398,494
TaU IR Receipt in advance — 240,591
AHEE Contract liabilities 165,300 —
JERTETIS B Income tax payable 65,827 35,556
AEinESs Exchangeable bonds 15 238,971 -
BE Borrowings 16 800,021 626,425

2,339,500 1,934,904

DERFELECLHESHE Liabilities of a disposal group

afE classified as held for sale 10 211,265 -

2,550,765 1,934,904

REBEEEE Net current assets 220,991 587,572
EEABEBRRBERE Total assets less current

liabilities 5,115,059 5,567,374

BERBRE

Less: Non-current liabilities

CENTURY SUNSHINE GROUP HOLDINGS LIMITED

R

U A Deferred revenue 72,650 73,585
H b B B Other payables —_ 239,650
Al R E A Exchangeable bonds 15 — 227,985
BE Borrowings 16 1,080,329 1,192,760
REBIEAE Deferred tax liabilities 177,403 179,966
1,330,382 1,913,946
EEFE Net assets 3,784,677 3,653,428
I EATEE AEERE Capital and reserves
& RiREE attributable to owners
mX
E of the Company
= fi% A Share capital 17 101,419 101,419
] Reserves 3,303,778 3,194,963
3,405,197 3,296,382
IR Non-controlling interests 379,480 357,046
DA Total equity 3,784,677 3,653,428
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Unaudited Condensed Consolidated Statement of Changes in Equity

HZE20184 6 A30H 1L/~ EA
For the six months ended 30 June 2018

RAEEARE
Attributable to owners of the Company
BRE fhaE
R BfER  EERS EfRE  RAER EEGR i R ez FERRE
Capital Share Non-
Share Share  Treasury redemption Revaluation Capital  Statutory option  Translation Retained controlling
capital  premium shares reserve reserve reserve reserve reserve reserve earmings  Subdotal interests Total
fEL] HEL] £
(Restated)  (Restated) (Restated)
%) (ERR  (REER)  (REmR)  (ERR)  (RERH)  (REE) ) (REEN)  (REEH) B (REEH)  (REER) (3R
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
T T T T T T T T 7 T T T T T
HK§'000 HKS$'000 HK$'000 HK§'000 HKS§'000 HK$'000 HKS'000 HK§'000 HKS$'000 HK$'000 HK§'000 HKS$'000 HK§'000 HK$'000
ROTEIA1E A at 1 January 2017
(227) [audited) 101,756 137,100 - 4189 1407 18,666 188,766 421 (278,934 (e 159201 211,701 341,765 3,034,466
g Proft for the period - - - - - - - - - - e 182 280 104
B2 Other comprehensive income/
LIVAER (expenses) for e period
(BHER): [net of ncome ax:
Eiplaiviid Net gein/Joss asing on
ME/E revelueton of avalele-for-sls
nvestment - - - - 310 - - - - - - 310 €] 3202
BhtETtERE Reclassficaton acjustments
(EHAERE relatngto disposal of
avaiable-for-sale
investments during the period - - - - (487) - - - - - - (487) - 487)
BEERAES Exchange diferences aising
EiZE from trangaion of
forelgn operations - - - - - - - - 133280 - - 133280 1328 134,608
ERRERAEE Totd comprehiensive
income for the period - - - - A - - - 133280 - 118244 iy 3500 W14
BEREARA Repurchase ofssued shres - - (1,546) - - - - - - - - [1,546) - [1.548)
EZERRR TR Equiy st share-besed
transactions - - - - - - - 142 - - - 10 - 142
fEER Resene transfer - - - - - - 8 - - - 8 - - -
RHBAA EER Change n owneship
) iterestn subsidaes - - - - - - - - - (6365 - 636 2% (@310
WEHBLE Reaquition of sbsidries - - - - - - - - - - - - 01 019
H27E6A%R As at 30 Jun 2017
(FizE) (unaudted) 10176 1367100 (1,546) 4,189 413 13,666 188,866 4356 (45654 @819 170435 2960179 52 336
R85 1418 ot 1 January 2018
(3% [audted) 101,419 1,353,356 - 4,52 8,693 13,666 210,083 3,216 1,032 (232,769) 1,802,290 3,296,382 367,046 3,653,428
gl Proft fr the period - - - - - - - - - - 182581 182581 3,305 213,076
BRafeE Other comprefiensive income/
7 (expenses) for te period
2K [net of income tax):
WAGARE  Netloss arsng on
revaluation of equity instruments
atfair value trough other
comprehensive income - - - - (2,328) - - - - - - (2,328) (176) (3,104)
L4 Evchangs diferences arsig
(EiEE from trngiton of
foreign operations - - - - - - - - (73,708) - - (73,708) (8,85 (81,890)
EmRENASE Tota comprehensiie
incame fo the period - - - - (2,328) - - = (13,708 - 182,581 106,548 243 128,982
HEEERAR TS Equiy seted share-besed
fransactions - - - - - - - 2,267 - - - 2,267 - 2,267
R20iBE6FNF Asat 30 Jing 2018
(Fizs) (unaudted) 101,419 1,363,356 - 4,526 6,365 13,666 210,083 5480 (M,773)  (282,769) 2,014,871 3405197 379,480 3,784,677
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Unaudited Condensed Consolidated Statement of Cash Flows

#HZE 20184 6 A30 A 17518 A
For the six months ended 30 June 2018

CENTURY SUNSHINE GROUP HOLDINGS LIMITED

HEEEAEEZERERAA

2018
(REE&K)

(unaudited)
FET
HK$’000

2017

(REEZ)
(unaudited)

TAT
HK$’000

RS RS AELNE S FE

Net cash generated from

operating activities 325,364 198,311
WEESMEANRES FE Net cash used in investing activities (160,740) (14,826)
BMEEBMEL(FTBA) Net cash generated from/(used in)
# IR FEE financing activities 8,329 (193,846)
RehERRSER Net increase/(decrease) in cash and cash
Gl ) F8E equivalents 172,953 (10,361)
HYMRE MERBESER Cash and cash equivalents at the
beginning of the period 655,749 709,310
INEETE R B E) B Effect of foreign exchange rate changes (8,631) 23,865
HXRMIBES MERBESER Cash and cash equivalents at the end
of the period 820,071 722,814
ReRERFRRELIER Analysis of balances of cash and
EER DA cash equivalents
RAREEZERLSE Bank and cash balances as stated
B 75 AR S0 2= 51 BR &9 in the unaudited condensed
R1TRIRE 8 consolidated statement
of financial position 1,024,665 877,821
BERRENEIREER Pledged deposits with banks pledged
BRzBERRITER as security for borrowings
and bills payables (227,273) (155,007)
BekFERBE2ER Cash and cash equivalents 797,392 722,814
DEABIEREZHELBEE Cash and cash equivalents included in
AMRe MERBESER assets of a disposal group classified
as held for sale 22,679 —
RAREEZEALFEAIREMER  Cash and cash equivalents as stated
NEMNIRE R ERREIEER in the unaudited condensed
consolidated statement of cash flows 820,071 722,814
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Notes to the Unaudited Condensed Consolidated Interim Financial Statements
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B EEIZERAERAR([ARA]) AR
HfE AR (BRI ASE D I2RERE
FERI TS - € 8 502 dn 7% M BRI 18 ) 3¢
f%o

RoZZ—N\FAAE AAREEEEE
FEREBOBNENESMAERE
%o L2 AREEY DKILEEEE -

AAE]JIR2003F 1 A21 HIREFREHS
NANEF22F (1961 FAE3 » K45 E
B EHSHETMATINEREERA
A e RRRIMRM AR 2004 F2 A17 BRNE
BHMAERSMAERAR([BZFT]) IR
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MAREERFTER £ -
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HZE20189F6 43081/l A 2 REFEX
HHRGA TP BREACEEESH 2018
8 20 BHHLETIE -

= 20184 6 A30 B 1L/ MEA
For the six months ended 30 June 2018

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.

At the end of June 2018, the board of the Company
decided to disposal the electronic product business
due to its weak profitability, and presented as
discontinued operation of the Group.

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

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

The unaudited condensed consolidated interim
financial statements for the six months ended 30 June
2018 were approved for issue by the Board on 20
August 2018.
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For the six months ended 30 June 2018

mREE

HZE2018F6 A30 8 ILNEA 2 REFX
BRGE PV BRRDEREEGE
BI([E AT 2R ]) B34 5[ /1 5 81 75 R
S IRBREER ET2ESF EMRANT £
AR D16 2 EAFBEZ MR -

AEEZEAFEATHRM B RRBERRE
FAEVHREEAN(FETHREER])
REZHZ2017F12 A1 BIEFE 247
BB HmER —PEIE -

REERRECEARATHUBEER
B EEEAFLEFESTERERMN
REEABRKRXZRESV|ZHE - 45
KB - BRERAEARINZEMET

B & P 3R] & 8 % S R B 1 8 By
SHHREIN NEEZFREEZS
Rz aF PR BERRE - EEERERN
SESTEREEL ZERAE - ARG
AR EZZ EERR - HEE20174F
12A31HLFREZEEUBRERAERE
HE -

Basis of Preparation

The unaudited condensed consolidated interim
financial statements for the six months ended 30
June 2018 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 2017, which has been prepared
in accordance with Hong Kong Financial Reporting
Standards (the “HKFRSs”).

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

Other than the changes in accounting policies
resulting from application of new 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 2017.
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Notes to the Unaudited Condensed Consolidated Interim Financial Statements
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For the six months ended 30 June 2018

3. Significant Accounting Policies

The Group has adopted the following revised HKFRSs
for the first time for the current period’s unaudited
interim condensed consolidated financial statements.

HKFRS 9
HKFRS 15

HK(IFRIC)-Int 22

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKAS 28

Amendments to HKAS 40

Financial Instruments

Revenue from Contracts with
Customers and the related
Amendments

Foreign Currency Transactions and
Advance Consideration

Classification and Measurement of
Share-based Payment
Transactions

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts

As part of the Annual Improvements
to HKFRSs 2014-2016 Cycle

Transfers of Investment Property

The new and amendments to HKFRSs have been
applied in accordance with the relevant transition
provisions in the respective standards and
amendments which results in changes in accounting
policies, amounts reported and/or disclosures as

described below.
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3.1 BREBHBEHREERFE 15K

3.1 Impacts and changes in accounting

CENTURY SUNSHINE GROUP HOLDINGS LIMITED

HEEEAEEZERERAA

BEEFEHRABFHERETHE
25

AEERATHAFERERAETEY
BREERFEISHE - FEMBMSE
EUFIGHEMABTEGHERF 18
BRA - BEGEAE11RREE
BRI RARERE -

AEBERKBATEERRH K

<

B

o HERMAKA

o FIBMA
o ERBIWA
o HEWA
o RBEBEUWA

REBDBPEREEY B WS 2R
F155%  #E R R2018F1 418 7
IRERAREANEERREEE - It
G IRIBEBF BB REERFE 1558
MBEBRY  AEEDEREZERR
2018F 1 H1HHARTK KA #E B
AR - IWE BLYIA FE A B a0
HIRMFE SO ERTERS
o RAIEERA BRI BIBETH
MmEEE - Al MIBBEEEERE
Bl 185 A R BB & 5T 4RI & 11
REEGHNIEEZERELERE
B BT ER TSR -

policies of application on HKFRS 15
Revenue from Contracts with Customers

The Group has applied HKFRS 15 for the first
time in the current interim period. HKFRS
15 superseded HKAS 18 Revenue, HKAS
11 Construction Contracts and the related
interpretations.

The Group recognises revenue from the following
major sources:

° Revenue from sale of goods
° Interest income

° Dividend income

° Rental income

° Service fee income

The Group has applied HKFRS 15 retrospectively
with the cumulative effect of initially applying
this standard recognised at the date of initial
application, 1 January 2018. Furthermore, in
accordance with the transition provisions in
HKFRS 15, the Group has elected to apply the
standard retrospectively only to contracts that
are not completed at 1 January 2018 and has
used the practical expedient for all contract
modifications that occurred before the date
of initial application, the aggregate effect of
all of the modifications was reflected as the
date of initial application. Accordingly, certain
comparative information may not be comparable
as comparative information was prepared under
HKAS 18 Revenue and HKAS 11 Construction
Contracts and the related interpretations.
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Notes to the Unaudited Condensed Consolidated Interim Financial Statements
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For the six months ended 30 June 2018

Key changes in accounting policies
resulting from application of HKFRS 15

HKFRS 15 introduces a 5-step approach when
recognising revenue:

° Step 1: Identify the contract(s) with a
customer

° Step 2: Identify the performance obligations
in the contract

° Step 3: Determine the transaction price

° Step 4: Allocate the transaction price to the
performance obligations in the contract

° Step 5: Recognise revenue when (or as) the
Group satisfies a performance obligation.

Under HKFRS 15, the Group recognises revenue
when (or as) a performance obligation is satisfied,
i.e. when “control” of the goods or services
underlying the particular performance obligation
is transferred to the customer.

A performance obligation represents a good and
service (or a bundle of goods or services) that is
distinct or a series of distinct goods or services
that are substantially the same.

Control is transferred over time and revenue
is recognised over time by reference to the
progress towards complete satisfaction of the
relevant performance obligation if one of the
following criteria is met

° the customer simultaneously receives
and consumes the benefits provided by
the Group’s performance as the Group
performs;

° the Group’s performance creates and
enhances an asset that the customer
controls as the Group performs; or
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CENTURY SUNSHINE GROUP HOLDINGS LIMITED

HEEEAEEZERERAA

s AEEMEBEAOREIEZUAKHE
EEBERAZMNEE  MAK
BERHNITEERESEE
KRR D EOFRR -

BREERAESBE BRI ER SR
AEECEETHAKASERKEENE
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N BEEXNZREINBHAIFER
SRR

EHRERASEREERERIMR
BEBERNEED WA (EGEN
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P& BRI B & ERIE 15 549
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&

REBEBEABEER  HERE
fER - SBEER - RIEH REF
Em(REZE201846 5308 I-HHE
2 AEBRLEREER)INERPEH
EBRRE—BHEL ASBENEH
A5 YR E TR R P BT I R Y
BEER - NEBERA  HXER
BERVBREENFEISHRTEE R
SEERARTEESATE -

REBERENBECENZ I HEY
R EEDFEISRAMTE - 5BNJE
A B B B 75 R 25 2 Bl 55 15 5% fE 3R B
14 48 E240,591,0008 7T B8
HREEEIBWHRIBER - LRI TIET ALE
FEAREMENKE - LBRERT
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° the Group’s performance does not create
an asset with an alternative use to the
Group and the Group has an enforceable
right to payment for performance completed
to date.

Otherwise, revenue is recognised at a point in
time when the customer obtains control of the
distinct good or service.

A contract asset represents the Group’s right to
consideration in exchange for goods or services
that the Group has transferred to a customer
that is not yet unconditional. It is assessed for
impairment in accordance with HKFRS 9. In
contrast, a receivable represents the Group’s
unconditional right to consideration, i.e. only the
passage of time is required before payment of
that consideration is due.

A contract liability represents the Group’s
obligation to transfer goods or services to a
customer for which the Group has received
consideration (or an amount of consideration is
due) from the customer.

Impacts of application on HKFRS 15

The Group’s business model is straight forward
and its contracts with customers for the sale
of fertilizer products, magnesium products
metallurgical flux products and electronic product
products(presented as discontinued operation
during the period ended 30 June 2018) include
only single performance obligation. The Group
has concluded that revenue from sale should be
recognised at the point in time when a customer
obtains control. The Group has concluded that
the initial application of HKFRS 15 does not
have a significant impact on the Group’s revenue
recognition.

The Group has been impacted by HKFRS 15 in
relation to the presentation of contract liabilities.
The initial application of HKFRS 15 recognised
the opening balance of contract liabilities of
HK$240,591,000 which is related to receipts in
advance and previously include in accrual and
other payables. The comparative information is
not restated.
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Notes to the Unaudited Condensed Consolidated Interim Financial Statements
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For the six months ended 30 June 2018

3.2 Impacts and changes in accounting

policies of application on HKFRS 9
Financial Instruments

In the current period, the Group has applied
HKFRS 9 Financial Instruments and the related
consequential amendments to other HKFRSs.
HKFRS 9 introduces new requirements for 1)
the classification and measurement of financial
assets and financial liabilities, 2) expected credit
losses (“ECL”) for financial assets and 3) general
hedge accounting.

The Group has applied HKFRS 9 in accordance
with the transition provisions set out in HKFRS 9.
i.e. applied the classification and measurement
requirements (including impairment)
retrospectively to instruments that have not
been derecognised as at 1 January 2018 (date
of initial application) with the cumulative effect
of initial application recognised at the date
of initial application and has not applied the
requirements to instruments that have already
been derecognised as at 1 January 2018.

Accordingly, certain comparative information may
not be comparable as comparative information
was prepared under HKAS 39 Financial
Instruments: Recognition and Measurement.
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3.2.1 Key changes in accounting policies

resulting from application of HKFRS 9

Classification and measurement of
financial assets

Trade receivables arising from contracts
with customers are initially measured in
accordance with HKFRS 15.

All recognised financial assets that
are within the scope of HKFRS 9 are
subsequently measured at amortised
cost or fair value, including unquoted
equity investments measured at cost less
impairment under HKAS 39.

Debt instruments that meet the following
conditions are subsequently measured at
amortised cost:

° the financial asset is held within a
business model whose objective is to
hold financial assets in order to collect
contractual cash flows; and

° the contractual terms of the financial
asset give rise on specified dates to
cash flows that are solely payments of
principal and interest on the principal
amount outstanding.
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Notes to the Unaudited Condensed Consolidated Interim Financial Statements
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For the six months ended 30 June 2018

Equity instruments designated as at
FVTOCI

At the date of initial application/initial
recognition, the Group may make an
irrevocable election (on an instrument-by-
instrument basis) to designate investments
in equity instruments as at fair value through
other comprehensive income ("FVTOCI").

Investments in equity instruments at
FVTOCI are initially measured at fair value
plus transaction costs. Subsequently,
they are measured at fair value with gains
and losses arising from changes in fair
value recognised in other comprehensive
income; and are not subject to impairment
assessment. The cumulative gain or loss
accumulated in fair value through other
comprehensive income reserve will not be
reclassified to profit or loss on disposal
of the equity investments, and will be
transferred to retained profits.

Dividends on these investments in equity
instruments are recognised in profit or
loss when the Group’s right to receive the
dividends is established in accordance
with HKFRS 9, unless the dividends clearly
represent a recovery of part of the cost of
the investment. Dividends are included in
the “other income” line item in profit or loss.

Impairment under ECL model

The Group recognises a loss allowance for
ECL on financial assets which are subject to
impairment under HKFRS 9 (including trade
and bills receivables, other receivables). The
amount of ECL is updated at each reporting
date to reflect changes in credit risk since
initial recognition.
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Lifetime ECL represents the ECL that will
result from all possible default events over
the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL”)
represents the portion of lifetime ECL that
is expected to result from default events
that are possible within 12 months after
the reporting date. Assessment are done
based on the Group’s historical credit loss
experience, adjusted for factors that are
specific to the debtors, general economic
conditions and an assessment of both the
current conditions at the reporting date as
well as the forecast of future conditions.

The Group always recognises lifetime ECL
for trade receivables. The ECL on these
assets are assessed collectively using a
provision matrix with appropriate groupings.

For all other instruments, the Group
measures the loss allowance equal to
12m ECL, unless when there has been
a significant increase in credit risk since
initial recognition, the Group recognises
lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based
on significant increases in the likelihood
or risk of a default occurring since initial
recognition.
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For the six months ended 30 June 2018

Significant increase in credit risk

In assessing whether the credit risk
has increased significantly since initial
recognition, the Group compares the risk
of a default occurring on the financial
instrument as at the reporting date with
the risk of a default occurring on the
financial instrument as at the date of initial
recognition. In making this assessment,
the Group considers both quantitative and
qualitative information that is reasonable
and supportable, including historical
experience and forward-looking information
that is available without undue cost or
effort.

In particular, the following information is
taken into account when assessing whether
credit risk has increased significantly:

° an actual or expected significant
deterioration in the financial instrument’s
external (if available) or internal credit
rating;

o significant deterioration in external
market indicators of credit risk, e.g.
a significant increase in the credit
spread, the credit default swap prices
for the debtor;

° existing or forecast adverse changes
in business, financial or economic
conditions that are expected to cause
a significant decrease in the debtor’s
ability to meet its debt obligations;

o an actual or expected significant
deterioration in the operating results
of the debtor;

o an actual or expected significant
adverse change in the regulatory,
economic, or technological environment
of the debtor that results in a significant
decrease in the debtor’s ability to meet
its debt obligations.

e80T
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Irrespective of the outcome of the above
assessment, the Group presumes that
the credit risk has increased significantly
since initial recognition when contractual
payments are more than 30 days past
due, unless the Group has reasonable and
supportable information that demonstrates
otherwise.

The Group considers that default has
occurred when the instrument is more than
90 days past due unless the Group has
reasonable and supportable information to
demonstrate that a more lagging default
criterion is more appropriate.

Measurement and recognition of
ECL

The measurement of ECL is a function of
the probability of default, loss given default
(i.e. the magnitude of the loss if there is a
default) and the exposure at default. The
assessment of the probability of default and
loss given default is based on historical data
adjusted by forward-looking information.

Generally, the ECL is estimated as
the difference between all contractual
cash flows that are due to the Group in
accordance with the contract and all the
cash flows that the Group expects to
receive, discounted at the effective interest
rate determined at initial recognition.

Interest income is calculated based on the
gross carrying amount of the financial asset
unless the financial asset is credit impaired,
in which case interest income is calculated
based on amortised cost of the financial
asset.
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For the six months ended 30 June 2018

The Group recognises an impairment gain
or loss in profit or loss for all financial
instruments by adjusting their carrying
amount, with the exception of trade and
bills receivables and other receivables
where the corresponding adjustment
is recognised through a loss allowance
account.

As at 1 January 2018, the Directors
reviewed and assessed the Group’s existing
financial assets for impairment using
reasonable and supportable information
that is available without undue cost or effort
in accordance with the requirements of
HKFRS 9. The results of the assessment
and the impact thereof are detailed in Note
3.2.2.

3.2.2 Summary of effects arising from
initial application of HKFRS 9

The table below illustrates the classification
and measurement (including impairment)
of financial assets and financial liabilities
and other items subject to ECL under
HKFRS 9 and HKAS 39 at the date of initial
application, 1 January 2018.

FVTOCI
ZBRETHR
A fit & Equity
Available- instruments
for-sale at FVTOCI
FTET FET
HK$’000 HK$’000
n2017F512HA31H Closing balance at
BMREHR-EBEST 31 December 2017
R 395 - HKAS 39 14,620 —
NREAETRYBERE Effect arising from initial
ERFORMEENTE . application of HKFRS 9:
EFAE Reclassification
B & From available for sale (14,620) 14,620
MH2018F1H1H Opening balance at
ek 1 January 2018 — 14,620

FHHh8L02
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B EERBERER

FVTOCI

ANEBEEZEROCIFAEY)BE
DEAAHEHEENERER
EMAABEES HPHEHBAT
ERAREREFEMNLER
& fix 7 3% & #8 B4 #9 3,000,000
BIT - DA R BR K FIEE F AR
X % % A8 B4 #9 11,620,000
TR EBERE T ERF395 A
NABEINE  ZERELTHF
EEE BFHT2RAER
MEREE - RYKRERSR

BB HmEENFEIRE R -

14,620,000/ T2 B AJ it i &
WEEBHDEEFVTOCI H) Pk
T A - He3,000,000/8 T
TR A REET B ERE
SOFREFTEMNERERAIE

BERRE -

B £ XAt SN - A HIER
REMAEBMHRELNNE
RIYEHINEREE B HERE
FTERmeEh LBEEH

WEEATE -

From AFS equity investments to
FVTOCI

The Group elected to present in OCI for
the fair value changes of all its equity
investments previously classified as
available-for-sale, of which HK$3,000,000
related to unquoted equity investments
previously measured at cost less
impairment and HK$11,620,000 related
to listed equity securities in Australia
stated at fair value under HKAS 39. These
investments are not held for trading and
not expected to be sold in the foreseeable
future. At the date of initial application of
HKFRS 9, HK$14,620,000 were reclassified
from available-for-sale investments to
equity instruments at FVTOCI, of which
HK$3,000,000 related to unquoted equity
investments previously measured at cost
less impairment under HKAS 39.

Except as described above, the application
of amendments to HKFRSs in the current
interim period has had no material effect on
the amounts reported and/or disclosures
set out in these condensed consolidated
financial statements.
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3.3 Impacts on opening condensed
consolidated statement of financial
position arising from the application of
all new standards

As a result of the changes in the entity’s
accounting policies above, the opening
condensed consolidated statement of financial
position had to be restated. The following table
show the adjustments recognised for each
individual line item.

20176 EBHBEHRERED BHEMBREER 2018 5
12A318 F155 £9% 1818
31 December 1 January
2017 HKFRS 15 HKFRS 9 2018
(&E%) (RRE7)
(Audited) (Restated)
THET TET TAET TER
HK$'000 HK$'000 HK$'000 HK$’000

FREBEE Non-current assets
T AR Land use rights 311,177 - - 311,177
ERY & Property, plant and equipment 3,558,617 - - 3,558,617
Be Goodwill 197,368 - - 197,368
BIVEE Intangible assets 389,524 - - 389,524
FiERE Mining rights 487,464 - - 487,464
REER Long term deposit 60 - - 60
REBERRIZIKE Investments in joint ventures 6,490 - - 6,490
R—EBERERE Investment in an associate 18 - - 18
AfEHERE Available-for-sale
investments 3,000 - (3,000) -
FREMEEWAKRALE  Equity instruments at fair value
AECREIA through other comprehensive
Income — — 3,000 3,000
B IRIRITIF 3K Pledged bank deposits 26,084 - - 26,084
4,979,802 — - 4,979,802
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2017 BEMBHREEN BERBREED 2018
12H31 7 £155 FIR 1818
31 December 1 January
2017 HKFRS 15 HKFRS 9 2018
(&E%) (ZEY)
(Audited) (Restated)
Ti&T T FHT THT
HK$’000 HK$'000 HK$'000 HK$’°000
RBEE Current assets
ARHERE Available-for-sale
investments 11,620 - (11,620) -
FHEMPEBAKRALE  Equity instruments at fair value
FECKREIA through other comprehensive
Income - - 11,620 11,620
RE Inventories 481,065 - - 481,065
T ERE Land use rights 8,647 - - 8,647
BHRWFEREREE  Trade and bills receivables 497,385 - - 497,385
BAFE - B REM Prepayment, deposits and
R FIE other receivables 470,648 - - 470,648
W FRER Income tax receivable 1,835 - - 1,835
ek —F& B RRIFIE Amount due from a joint
venture 844 - - 844
RITRB @& Bank and cash balances 930,911 - - 930,911
2,402,955 - — 2,402,955
AERRELEEE Asset classified as held for sale 119,521 - - 119,521
2,520,476 - - 2,522,476
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SAMBREER BEMBREER 20184
201712 A31H F155 £9% 1818
31 December 1 January
2017 HKFRS 15 HKFRS 9 2018
(&E%) (BE75)
(Audited) (Restated)
TiET TEL THxT TET
HK$'000 HK$'000 HK$'000 HK$’000
RBaE Current liabilities
ENESFAERENSEE  Trade and bills payables 633,838 - - 633,838
[EEER L EMENZE  Accruals and other payables 398,494 - - 398,494
BMEIR Receipts in advance 240,591 (240,591) - -
BHEE Contract liabilities - 240,591 - 240,591
R FT{SH Income tax payable 35,556 - - 35,556
E9= Borrowings 626,425 - - 626,425
1,934,904 - - 1,934,904
REBEEFE Net current assets 587,572 - - 587,572
EELERRBERE Total assets less current
labilities 5,567,374 - - 5,567,374
kRBEE Non-current liabilities
ERWA Deferred revenue 73,585 - - 73,585
Hib A58 Other payables 239,650 - - 239,650
AERES Exchangeable bonds 227,985 - - 227,985
(=31 Borrowings 1,192,760 - - 1,192,760
BERREAR Deferred tax liabilities 179,966 - - 179,966
1,913,946 - - 1,913,946
BERE Net assets 3,653,428 - - 3,653,428
ANAEEABGERAK Capital and reserves
R fkE attributable to owners
of the Company
fhe Share capital 101,419 - - 101,419
1 Reserves 3,194,963 - - 3,194,963
3,296,382 - - 3,296,382
FERER Non-controlling interests 357,046 - - 357,046
ERAE Total equity 3,653,428 - - 3,653,428
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4.

WA

4.

Revenue

HZ6 H30HIEAMEA
Six months ended 30 June

2018 2017
(REER) (REEEZ)
(unaudited) (unaudited)
FTHExT FHET

HK$’000

HK$’000

SELEER - Continuing operations:
HE R EEEER Sales of fertiliser products 1,379,079 855,064
HESBEER Sales of magnesium products 795,638 503,035
SH 55 1R 3 1A B 7 Sales of metallurgical flux products 33,046 21,293
2,207,763 1,379,392
TR A KRR - Timing of revenue recognition:
NG DR e A point in time 2,207,763 1,379,392
DEER 5. Segment Information

SLERFE LD BRAFERARBITR
BE(EB2ERRE)RSZERAER
REER o REBREEEYEREER
F8WME L RBHRND BT ¢

s RERHER
s EEBEEMEH
o REIREIZET

NEFEREBME  BEERR HA
,@%’J}%B ! jﬁ%ﬁ”ﬁﬂi%@a%tég,%k;%
i%o

EHERICEEBENELHE  F2H
MsE10 ©

BRARBZABREDBEMN TXER -

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:

e  Fertiliser business
. Magnesium product business
° Metallurgical flux business

For the electronic product business, the management
considered that it is an operating segment and is
presented as discontinued operation of the Group.

For more detail of the discontinued operations, please
refer to Note 10.

Information regarding the Group’s reportable
segments is presented below.
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DEBWA R EE
HZ2018F6 A30HILAEA

(a) Segment Revenue and Results
Six months ended 30 June 2018

BELEER
Continuing operations
BERER SEEER RAZE
% % % ait
Magnesium  Metallurgical
Fertiliser product flux
business business business Total
(REER) (REER) (REER) (REER)
(unaudited) (unaudited) (unaudited) (unaudited)
TR TR FHET FHET
HK$’000 HK$’000 HK$’000 HK$'000
AERA Segment revenue 1,379,079 795,638 50,975 2,225,602
G0N Inter-segment revenue - - (17,929) (17,929
REHNDELHMA Revenue from external customers 1,379,079 795,638 33,046 2,207,763
PHES Segment results 271,212 195,740 14,259 487,211
Rt A Rz Other income and gains 853
MRITHER Central administrative costs (109,706)
BERRKER Net realised and unrealised
ERFER exchange differences 6,659
HBER Finance costs (91,792)
BB ERATA A Profit before income tax 293,225
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HZ2017F6 A30HILA<EA

Six months ended 30 June 2017

Continuing operations

RXIEH TBEEM

=% 5%

Magnesium Metallurgical

Fertiliser product flux

business business business
TE75)
(REER) (REEH) (REER)
(restated)
(unaudited) (unaudited) (unaudited) (unaudited)
THx THIL T BT
HK$'000 HK$'000 HK$'000 HK$'000
GELUN Segment revenue 855,064 518,130 28,947 1,402,141
AHEBA Inter-segment revenue - (15,095) (7,654) (22,749)
RENDEPERA Revenue from external customers 855,064 503,035 21,098 1,379,392
AHEE Segment results 161,118 120,860 12,209 294,187
SEUWEYE Gain on bargain purchase 31,733
Ep AR Mz Other income and gains 24,987
MRTHER Central administrative costs (55,639)

BERRAER Net realised and unrealised

ERFER exchange differences (33,708)
HBER Finance costs (69,187)
BRETEHAIRF Profit before income tax 192,373

EX25 225 ERA - TIRRINERE
FREEZWA o REIE K A AT
ZOEMEBABEHE - DHEXHH
BN FEERT -

Segment revenue reported above represents
revenue generated from external customers.
Intersegment revenue has been eliminated
in current and last periods. Inter-segment
transactions are entered into at arm’s length.
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ASRED B2 FFTHRERNEE G5t The accounting policies of the reportable
REEARR - D EHELEEN L E S F segments are the same as the Group’s
RITHER(BEESHWN)  =E accounting policies. Segment results represent
gz BRI R RERER FE the results from each segment without allocation
B B A R Es - MBS ER KR of central administrative costs including directors’
SRASBRATENH2EE - A emoluments, gain on bargain purchase, net
MEEEERRERSABREFARE realised and unrealised exchange differences,
BRRFHEDERB 2T - other income and gains, finance costs and

income tax expense. This is the measure
reported to the chief operating decision maker
for the purposes of resource allocation and
assessment of segment performance.

(b) AEEE (b) Segment Assets
H2018 F 2017 F
6 A30H 12 A31H
As at As at
30 June December
2018 2017
(REEX) (& 5%)
(unaudited) (audited)
F#ET THT
HK$’000 HK$’000
BERSEER Continuing operations:

REEE Fertiliser business 3,172,120 3,122,241
TEBEEMED Magnesium product business 2,351,369 2,302,379
1R B8 18 T 2 7 Metallurgical flux business 650,835 671,107
6,174,324 6,095,727

ERIEEEEK Discontinued operations:
BTFEMESE Electronic product business 242,238 236,373
6,416,562 6,332,100
vl Unallocated 1,249,262 1,170,178
7,665,824 7,502,278
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B8 H 6. Finance Costs

HE6H30HIEAEA
Six months ended 30 June

2018 2017
(& E5)
(REER) (REEHEZ)
(restated)
(unaudited) (unaudited)
FTET FAEIT
HK$’000 HK$’000
FEREEL Continuing operations:
THREZEZFE Interest on listed subordinated notes 20,922 34,878
ARG S 2 F B Interest on exchangeable bonds 20,190 18,447
BAREFRNEHERZEE Interest on borrowings wholly
A1 S repayable within five years 50,680 15,862
ENRSFREHEEZEE Interest on borrowings wholly
9 F1 S repayable after five years - 3,912
BEXAEBE Total borrowing costs 91,792 73,099
B EREEREERAN Less: Amount capitalised in the cost
ERbz &% of qualifying assets - (3,912)

91,792 69,187




AEBERERRE M B RRME

Notes to the Unaudited Condensed Consolidated Interim Financial Statements

FR&HRX 7.

RAEEZERAGRABEER MRAEERS
BiRA 2ERERAME,GEA) BTG
CAGEE b
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For the six months ended 30 June 2018

Income Tax Expense

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

BZ6 A30HILAEAR
Six months ended 30 June

2017
(575)

2018
(REER) (RE&EZ)
(restated)
(unaudited)
FHT
HK$’000

(unaudited)
FET
HK$’000

BEREER Continuing operations:
BIVEAR Current tax:
— R EMRERH — PRC Enterprises Income Tax 79,607 72,295
— Hfth - Others — —
79,607 72,295
EERIE Deferred taxation (1,479) (38)
78,128 72,257
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8. HMWEF

FBREEBNHRENE B TIER

8. Profit for the Period

Profit for the period from continuing operations has
been arrived at after charging:

HEZ6H30HIEAEA
Six months ended 30 June

2018 2017
(&=751)
(REER) (REFEZ)
(restated)
(unaudited) (unaudited)
FHExT T
HK$’000 HK$’000
FEREEL . Continuing operations:
8 5] E b e AR 3R Reversal of impairment of
BB other receivables - —
e Ry Depreciation and amortisation 101,354 71,388
9. BREAEF 9. Earnings Per Share
(@) EX (a) Basic

KEFFER R ILEE T

BREXBNEREANARHEE AR
HERERN - FRABIA D #1T BB
IHEFHBGETHE -

From continued and discontinued
operations

Basic earnings per share is calculated by dividing
the profit for the period attributable to owners of
the Company by the weighted average number
of ordinary shares in issue during the period.

HEZ6H30HIEAEA
Six months ended 30 June
2018 2017
(REEEXR) (REEFEZ)

(unaudited) (unaudited)

RRRER AL Profit for the period attributable to

s F (FAT) owners of the Company (HK$’000) 182,581 118,244
BT E @A N Weighted average number of ordinary

FHE(FAR) shares in issue (‘000 shares) 4,581,117 4,597,977
BREREF Basic earnings per share

(BRAEW) (HK cents per share) 3.99 2.57
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KEFRFEEE LR From continuing operation

BZ6 A30HIEAEAR
Six months ended 30 June

2018 2017
(REER) (REEER)
(unaudited) (unaudited)

KRABEB AEMGEIA  Profit for the period attributable to

wm A (FHTT) owners of the Company (HK$’000) 182,581 118,244
hn Add:
BRI EEBE A Loss for the period from
BB (FHT) discontinued operation (HK$’000) 782 82

SECLEREANER  Profit for the period from continuing
(F%&x) operations (HK$’000) 183,363 118,326

BT E BRI T8 Weighted average number of
(F8) ordinary shares in issue(‘000) 4,581,117 4,597,977

FREAREF(EFRBI) Basic earnings per share

(HK cents per share) 4.00 2.57

KECARIFAZEER From discontinued operation

ERIECEXEBNERERNEER Basic loss per share from discontinued
0.02F l(F =2017F (L /<@ A : operations is HK0.02 cents (For the six months
E5180.0027 (L) - TIIREBEE & 1L ended 2017: loss HK0.002 cents), based on the
EEBARAEEARGEHANERE loss for the period from discontinued operations
#1782,000 7 7T (# £ 2017 F 1E /< & attributable to owner of the Company of
A : E51882,0008 )T E - approximately HK$782,000 (For the six months

ended 2017: loss of HK$82,000).

e (b) Diluted

SRR EREERMBEE T Diluted earnings per share is calculated
BT EAR - AR BT T @A by adjusting the weighted average number
BFEHHAE - KRR EMERE S of ordinary shares outstanding to assume
BELTER: BRERTERES conversion of all dilutive potential ordinary

(2017 F : EERRERATERES) shares. The Company has two categories of
dilutive potential ordinary shares: share options
and exchangeable bonds (2017: Share options
and exchangeable bonds.

FHHEH8L0T
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SAEBBEMS - ARRIRERITER
MMz RBEESE  FEER
RFEARRBHA BN FEH
LEEET)EBANKNEAE - &
EXFlF EMBRNEE - BRET
ERERERAETORMDEBBIE—LL

MRERETEESNE E£2018F
6 H30 B I EAfE M IRt AT (E - iR
FTESREE AT R AEHRITEAR
DA AR -

RABAEEME - BN EARES
B - O KRR A GRS B R A
HEH -

10. DR IR ET

MR2018F6AE HREFEMEBLA
FEENED  ARAESSRTEHEZE
e ZHEEDN2018F7 AT A TR
2 o

BRI EBHEZ 2018 F X 2017F 6
A30B EXNEAER, (BE)SHMNWT -
REBEZERGFEERR I ARECEZE S
GEEZERERTAOLERBEFTEEN - K
ENBETEMEBBOKILEEETR -

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 earnings per share
does not assume the exercise of the Company’s
share options because the exercise price of
those share options was higher than the average
market price of shares for the period ended 30
June 2018.

For the exchangeable bonds, the effect of which
was anti-dilutive, they were not included in the
calculation of diluted earnings per share.

10. Discontinued operation

At the end of June 2018, the board of the Company
decided to disposal the electronic product business
due to its weak profitability. The disposal was
completed on 31 July 2018.

The profit/(loss) for the six months ended 30 June
2018 and 2017 from discontinued operations is set
out below. The comparative figures in the unaudited
condensed consolidated statement of profit or loss
and the unaudited condensed consolidated statement
of comprehensive income have been restated to
represent the electronic product business as a
discontinued operation.
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HZE20184 6 A30H1E/~EA
For the six months ended 30 June 2018

BRI EEBEENITEIDAT Analysis of the results of the discontinued operations
are set out below:

HZ6 H30HIAEA
Six months ended 30 June

2018 2017
(REER) (REEER)
(unaudited) (unaudited)
HK$’000 HK$’'000
THET FHET

WA Revenue 158,723 142,793
$HE R AR Cost of sales (131,892) (114,088)
EF Gross profit 26,831 28,705
Hib Uz sk Es18 558 Other gains or losses, net 7,927 7,409
HERMSHEERR Selling and marketing costs (10,028) (9,296)
TBHAX Administrative expenses (25,847) (26,099)
BiEAERRREF REE Share of profits and

losses of joint ventures 310 (30)
HsE R Finance costs (339) (406)
BTSRRI (E518) & A (Loss)/profit before income tax (1,146) 283
Fi8 i Income tax expenses 25 25

MEDRIEEEER 2 (F18), (Loss)/profit from discontinued operation

skl (1,121) 308
THALTELERN(ER), (Loss)/profit for the period attributable to:
ping /I
RARHEE A Owners of the Company (782) (82)
FEIE R e 2R Non-controlling interest (339) 390
(1,121) 308
FR(EB)BF : (Loss)/earnings per share:
RETDRIEKLEEK From discontinued operation
- B N 58 (B A - basic and diluted (HK cents) (0.02) 0.00*
* R 0.01 8 * Amount less than 0.01 Hong Kong cents
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#HZE201846 A30H L7 MEA
For the six months ended 30 June 2018

RE6ASOHEDEAFIFHE ZERILEE
EBEEMNABZEEDE

The major classes of assets and liabilities of the
discontinued operations classified as held for sale as
at 30 June are as follow:

2018 4
6 A30H
30 June 2018
FEx
HK$’000
(REER)
(unaudited)
EE Assets
T b AR Land use right 10,637
mE - BEREE Property, plant and equipment 98,172
BEEE Intangible assets 335
REAER Long term deposits 21
REERAIZRE Investments in joint ventures 6,793
R—AEBE AR ZRE Investment in an associate 18
FEREMEERAZAR Equity investments at fair value through
BETE other comprehensive income 3,000
GFE Inventories 47,359
B ZRBGEREREE Trade and bills receivables 46,469
AR FIE - e REMEWRIE  Prepayments, deposits and other receivables 6,357
Bl —MEERRIFKIEA Amount due from a joint venture 398
RITRIBE MR Bank and cash balances 22,679
SEARELENEE Assets classified as held for sale 242,238
& Liabilities
SR RERENEE Trade and bills payables 40,764
FEET B A R Hoh JE (T 5K IB Accruals and other payables 155,304
ERETE R Income tax payable 123
fBE Borrowings 15,000
TR IR G Deferred tax liabilities 74
HEAEARBIEHESETEMB Y  Liabilities directly associated with the assets
B8&E classified as held for sale 211,265
HPEEEEZABEEFE  Net assets directly associated
with the disposal group 30,973




RISEIZE PRSP HAB I HRR T
Notes to the Unaudited Condensed Consolidated Interim Financial Statements

HZE201846 B30 B1EAMEA
For the six months ended 30 June 2018

BRI EEFRB A (EIE) a5 T (Loss)/profit before taxation from discontinued
MBRATSIBEER operations is arrived at after charging the following:

BZ6 A30HI<EA
Six months ended 30 June
2018 2017
(REERX) (REEHEZ)
(unaudited) (unaudited)
HK$’000 HK$’000
FHExT FHET

TERFS Wages and salaries 41,514 37,671
AT EREHFOEIRETEIZIE  Payment to defined contribution
retirement plans 2,704 2,319
48 TR Total staff costs 44,218 39,990
e R Depreciation and amortization 3,126 3,971
WREAI 2 FEKRAR Cost of inventories recognized
as an expense 151,206 114,088
FERE Provision for inventories 5,740 1,460
EmIRERE Product warranty provision 185 149
HERX - Research and development expenses:
[ Fz 1 DN Development costs amortised
REFZH Current year expenditure 8,087 8,867
ERIEREEBNREREDTAOT Analysis of the cash flow of discontinued operations is
as follows:

BZ6 A30HILAEA
Six months ended 30 June
2018 2017
(REER) (REEHEZ)
(unaudited) (unaudited)
HK$’000 HK$’000
FER FHT

LETEMELMIBEFE  Net cash generated from operating

activities 5,658 5,126

WEEB(FTA), FRESHE  Net cash (used in)/ generated
REFH from investing activities (984) 3,928
RVEEEFTAMIR ©F 8 Net cash used in financing activities (6,278) (5,327)
BeOR),/ ORA)FHE Net cash (outflow)/inflow (1,604) 3,727
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#HZE201846 A30H L7 MEA
For the six months ended 30 June 2018

HEERIEKEEB CERERNREER The calculations of basic and diluted earnings per
MER : share from the discontinued operation are based on:

BZ6 A30HIEAEAR
Six months ended 30 June

2018 2017
(RBER) (RAEE)

(unaudited) (unaudited)

ERIEEEEBINFEHmE Loss attributable to ordinary
HEB ABGER(THEIT)  equity holders of the parent from

the discontinued operation (HK$'000) (782) (82)
AEEREAEMNBANTETIT Weighted average number of ordinary
LTRRMEFEE(TR) shares in issue during the period
(FT3E9) in the basic earnings per share
calculation ('000) (Note 9) 4,581,117 4,597,977

BARTESREB ST LMY Weighted average number of ordinary
T e (Fax) (3 9) shares used in the diluted earnings

per share calculation ('000) (Note 9) 4,581,117 4,597,977
11. RE 11. Dividend
KRR EETNEZHEE20184F6 A30 The directors of the Company do not recommend the
B E A E AR ERMKRE(2017F - T payment of any dividend in respect of the six months
TT) ° ended 30 June 2018 (2017: HKS$Nil).
12. Y% - BERZE 12. Property, Plant and Equipment
B ZE2018F6A30H L NEA AEH During the six months period ended 30 June 2018,
B E T #4223,815,000% £(2017 4 : the Group had acquired property, plant and equipment
346,937,000 TC) B % - Wi Mk - amounting to approximately HK$223,815,000 (2017:

HK$346,937,000).
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13. EREZRERERRE

HZE201846 B30 B1EAMEA
For the six months ended 30 June 2018

13. Trade and Bills Receivables

A 2018 F R 2017 4

6 H30H 12 A31H

As at As at

30 June | ehNBLETE=hlelE0

2018 2017

(REER) (&%)

(unaudited) (audited)

FHExT T

HK$’000 HK$’'000

FEWE 55 IR Trade receivables 464,481 481,527
FEM =& Bills receivables 46,477 15,858
510,958 497,385

REmERH AEBRKEFIRBERER
BEZFIMREDITINT

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

the invoice date was as follows:

n2018 F 2017 &

6 H30H 12H31H

As at As at

30 June | ChNBLTel aplolc]g

2018 2017

(REER) (&EZ)

(unaudited) (audited)

FERT FHET

HK$’000 HK$’000

30 BLA Within 30 days 260,553 207,147
31260H 31 to 60 days 170,319 152,271
61290 H 61 to 90 days 25,099 54,232
@90 H Over 90 days 8,510 67,877
464,481 481,527

AEBLRTESRFPZEEHR —RTEBB
180 B (20174 : ~NiHBi@180H) °

The Group allows a credit period normally not more
than 180 days (2017: not more than 180 days) to its

trade customers.
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#E 201846 A 30 H1E/<fEA
For the six months ended 30 June 2018

14. ENEZFERERNEE 14. Trade and Bills Payables

M 2018 F MR 2017 F

6 H30H 12 H31H
As at As at
30 June [ERNBLEI = glol=g
2018 2017
(REEXR) (&%)
(unaudited) (audited)
FET TET
HK$’000 HK$’000
B SF0E Trade payables 359,643 246,025
BN RE Bills payable 370,928 387,813
730,571 633,838
ReERE AEEENESIRIERER As at the reporting date, the ageing analysis of the
BEIZS| 2RO T - trade payables of the Group presented based on the

invoice date was as follows:

N 2018 F MR 2017 F

6 H30H 12 431 H

As at As at

30 June [ERNBLEI=lol=g

2018 2017

(REER) (18 &EZ)

(unaudited) (audited)

THExT FAT

HK$’000 HK$’000

30 HUA Within 30 days 192,077 118,090
312 60H 31 to 60 days 57,474 11,748
61E90H 61 to 90 days 19,622 18,532
B3890 H Over 90 days 90,470 97,655
359,643 246,025
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15. AfEBRES

AEnEs((AERER)BESI K
mEMT

#Z 20184 6 430 H 1L/~ M8 A
For the six months ended 30 June 2018

15. Exchangeable bonds

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

THET

HK$’000

20171 18 As at 1 January 2017 208,504
PHREHEERN B Imputed interest expense charged 38,041
BN RENF SR Interest expense paid and payable (18,560)
MR2017F12 A31 H X As at 31 December 2017 and 227,985
2018 1 A1H 1 January 2018
EHBREER B Imputed interest expense charged 20,190
BN REMSTERXZ Interest expense paid and payable (9,204)
A2018F6 H30H As at 30 June 2018 238,971

P &E -

MR2016F5 A5 RARBITASESEA
232,000,000 70 2 Al EHREH IREGEEE - 7]
HIRES A RTHHRHZSE 2 FHEREE -
BENEERSN—K - AlEBESEE ABE
BrRlERELSERAPRBERE TR ERA A
([HEHEDRYD - IEZETFAIBBRESFFEA
MBRMEBERAIESRES TAMEMNANET -

AERESFEAGRRETEREST
AEMER RGN ERRRERERES
KEMBOAIBRESFATE - JFRE
FEHMA /B AT ERESRTARE=
FHRLD > MEAREHFLBMRT
E—BEEF(ERMR] - MRABRE
RV E RN A A A EIRES B A AN
EE ERTEHBEATEHREREES
BBER: & NEFT6E - (A) BB A (A 5 k
BEFEFHAEACEEZRIHEARDI0EER
TR A E A ) (B)EREMEARR R A
BRESFKAABEHREBAL NGB
ZBHMRERNEIVEERAREERE)

note:

On 5 May 2016, the Company issued EBs with the principal
amount of HK$232,000,000 for cash. The EBs bear an
interest of 8% per annum payable in arrear every six calendar
months from the issue date. The EBs entitle the holder to
exchange for the shares of China Rare Earth Magnesium
Technology Holdings Limited (“China Rare Earth”). The
number of share transferrable to the holders of EBs shall be
determined by the formula described in EBs instrument.

The holders of EBs have the right to exchange all or
any part of the principal amount of the EBs at any
time during the exchange period as pursuant to the
terms and conditions of the EBs instrument. The
maturity date of the EBs is three years commencing
from the date of issue of the EBs (the “Term”) and
upon prior notice, it can be extended for another 1
calendar year (the “Extended Term”). The right to
exchange attaching to the EBs may be exercised, at
the option of the holder thereof, at any time and from
time to time during the period from the issue date up
to and including the earlier of (A) the maturity date, if
the holders of EBs delivers an exchangeable notice at
least 30 calendar days immediately before the maturity
date, or (B) the 30th calendar day immediately
following the date of delivery of a submission notice or
an agreement notice by the Company to the holders
of EBs.
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#ZE 20184 6 A 30 A 1-7<M8 A
For the six months ended 30 June 2018

:t*
S

EEH\DB}W

/ﬂﬂfﬁ}ﬁﬁﬁ]‘r
RO

7o AEBOIERRB A
IZ’K |BORIRB AT B - 8

ﬁfﬁfl%ﬂﬁ TEERAR
i ¥
TEERAE -

*BJ}&
&I
HBRER

)
=3

Ife

R2017F9R4H AR EGEEAR -
ARalmAEBESFEAEASLHGER
o MEBENN2017E10 A6 BRI -

BERD £ & KR
18.04 2 -

HHERFENER

HEBE2E A A B A2016F 4 A26 H
AN

The EBs contain two components: derivative financial
liability component and liability component. The liability
component is classified as non-current liabilities and
carried at amortised costs using effective interest
method. The exchange right is classified as derivative
financial liabilities.

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

The effective interest rate of the liability component on
initial recognition is 18.04% per annum.

For details, please refer to the announcement of the
Company dated on 26 April 2016.
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HZE201846 B30 B1EAMEA
For the six months ended 30 June 2018

16. £ &

16. Borrowings

A 2018 F R 2017 4
6 H30H 12H31H
As at As at
30 June | ChNBLElef=aplells
2018 2017
(REEXR) (&%)
(unaudited) (audited)
FET FET
HK$’000 HK$’000
RITEE Bank borrowings 1,007,815 922,787
Hifg & Other borrowings 288,877 304,294
ImeEEE(HEa) Listed subordinated notes (note a) 583,658 592,104
1,880,350 1,819,185
BE: Borrowings:
—FLA Within one year 800,021 626,425
—FA AN BRAF More than one year but
not exceeding five years 1,080,329 1,185,880
BBAF More than five years - 6,880
1,880,350 1,819,185
BIIERBAE Z IR Less: Amounts shown under current
liabilities (800,021) (626,425)
1,080,329 1,192,760
BE: Borrowings:
B Secured 808,482 856,910
Fiigai Unsecured 1,071,868 962,275
1,880,350 1,819,185
MI5E - note:
() WIEARQBR2017FE6 S5HETZHE (@) This represents the carrying amount of the 7.0%

#101,750,000 8T NF L 2 7.0 E &R E R
B(EBEZEEEFHEEASE TN Z2ER
B ZEZBERTMEZZH LT L
M 202057 A3BEIE -

subordinated notes with the face value of SGD101.75
million (under the Multicurrency Medium Term Note
Programme) issued by the Company on 5 June 2017.
The notes are listed on the Singapore Stock Exchange
and will mature on 3 July 2020.
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#ZE 20184 6 A 30 A 1-7<M8 A
For the six months ended 30 June 2018

17. B 17. Share Capital
RHEE [N
Number of Share
shares capital
T iz FHIT
‘000 HK$’000
ERE Authorised:
BRAEE0.02F T Ordinary shares of
EiBA HK$0.02 each
R2017F1 /818 - As at 1 January 2017,
2017128318 - 31 December 2017,
2018F1A18K 1 January 2018 and
20186 A30H 30 June 2018 10,000,000 200,000
ERTREE Issued and fully paid:
R2017F1A1H As at 1 January 2017 4,597,977 101,756
FTIHE BITRD Cancellation of issued shares (16,860) (337)
MW20175128318 - As at 31 December 2017,
2018F1 818K 1 January 2018 and
201846 530H 30 June 2018 4,581,117 101,419

18. WEEHI B 7]

18. Acquisition of subsidiaries

(a) M20164F8H3H ' K& B & &
Mf B X FllLong Xiang Enterprises
Limiteds]sZ T —H B E & - Uk
8 Acronagrotrans Ltd 2 & #F # %5
(EEEEALRABLLIBRDER
ANENTILUERAR ) 250.5% s )
REA1ZTHEER7.7687L) ° %
RSB EKMLUERLLAE 2017 F4 A
1ARRAEEEEAR - AEER
ERRHEEBIUELIHZ505%E
EAE B o

(@)

On 3 August 2016, Long Xiang Enterprises
Limited, a wholly owned subsidiary of the Group,
entered into a sale and purchase agreement
for the acquisition of the entire interests in
Acronagrotrans Ltd, which directly holds 50.5%
interests in Shandong Hongri Chemical Joint
Stock Company, Ltd. (“Shandong Hongri”), at the
consideration of US$1 (equivalent to HK$7.76).
The transaction was completed and Shandong
Hongri was consolidated into the Group with
effect from 1 April 2017. The Group gained
50.5% effective controlling interest in Shandong
Hongri after the completion of the transaction.
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HZE20184 6 A30H1E/~EA
For the six months ended 30 June 2018

ABEFEER
EEzZATE
Fair value of
net identifiable
assets and

liabilities
(&E5)
(REXK)
(Restated)
(Audited)
FEx
HK$’000
M2017F 4418 : As at 1 April 2017:
M WEREE Property, plant and equipment 499,735
T AR Land use rights 96,352
mREEE Intangible assets 338,424
& Inventories 246,424
B 5 FEWRRIE & B W R R Trade and bills receivables 223,711
H b GRIE - TEFRIBRILZE  Other receivables, prepayment and deposits 109,693
RITRIRE HEER Bank and cash balances 202,166
B 5 ENRIERENZR Trade and bills payables (808,045)
JERTE A R E M EN IR Accruals and other payables (426,500)
ELERIEAE Deferred tax liabilities (50,067)
BE Borrowings (369,055)
FEEAR M Non-controlling interests (31,105)
AHNEEFE. AT EESE Total identifiable net assets at fair value 31,733
REZE2017F6 A30H Gain on bargain purchase recognised in the
IFEMZ RIEEZERGEE unaudited condensed consolidated statement
BERNMACEZHPEEEE of profit or loss and the unaudited
W R ERN R B I condensed consolidated statement of
comprehensive income for the period
ended 30 June 2017 31,733
HRE Total consideration —_
AT 5 S ERRE - Consideration satisfied by:
Re Cash —_
WHESEMEE ZHSRA ¢ Cash inflow arising on acquisition:
iR e RE Cash consideration paid —
P g 2 $R17 RIB 2 4584 Bank and cash balances acquired 202,166
202,166
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#ZE 20184 6 A 30 A 1-7<M8 A
For the six months ended 30 June 2018

CENTURY SUNSHINE GROUP HOLDINGS LIMITED

HEEEAEEZERERAA

() IRAHEEZWEZE

HREANFRFELEATAREESE
N TG 2 FE 1L B 1B 447,463,000
B AR ABIERE ILEALH
2 902,307,000/ JT° fw % & &
B R2017F1A1H B &£ % K
EERERBESEEB CRAER
1,308,471,000/8 7T * MK B HE K
BEW 2 FNEIERA67,625000
B ARBEERAZEHBEH
FTREAHEEBIRFLELEAETFEL
BEAVEELE - WAl 1E A B R R AR EL 82

BBEERREED
FEH R o

REREERE

BHWEBNEZFE  S2HAHA
20169 A 27 HHIAE

19. B ARG EEREH

H E2017F6 8308 IF M K&
MIEERBRREE S THEQIHEIN
BBt AEBERIEZEREZR
4> #922,945,000 % JT [ B b G R D 4D
6,365,00078 T °

Impact of acquisition on the result of Shandong
Hongri

Included in the profit for the period of
approximately HK$47,463,000 losses attributable
to the additional business generated by
Shandong Hongri. Revenue for the period includes
HK$902,307,000 in respect of Shandong
Hongri. Had these business combinations been
effected at 1 January 2017, the revenue of the
Group from continuing operation would have
been HK$1,308,471,000 and the loss for the
year from continuing operations would have
been HK$67,625,000. The directors of the
Group considered these “pro-forma’ numbers
to represent an approximate measure of the
performance of the combined group on an
annualised basis and to provide a reference point
for comparison in future periods.

The acquisition assets and liabilities were
allocated to fertiliser business segment.

For more details of the acquisition, please refer
to announcement date 27 September 2016.

19. Change in Ownership Interest in

Subsidiaries

During the period ended 30 June 2017, the Group
purchased additional interests in several subsidiaries
from non-controlling shareholders. As a result, the
Group recognised a decrease in non-controlling
interests of approximately HK$22,945,000 and
a decrease in other reserve of approximately
HK$6,365,000.
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HZE201846 B30 B1EAMEA
For the six months ended 30 June 2018

20. EXREE 20. Capital Commitments

n2018 F 2017 F
6 A30H 12H31H
As at As at
LT - 31 December

2018 2017
(REER) (&EZ)
(unaudited) (audited)
FTHET FHET
HK$’000 HK$’000

BRIV E R R L EFZ Capital expenditure in respect of the
ARG PRI B HRE acquisition of property, plant and

KEBZRE MR E equipment contracted for but not
BEBBEBEYE provided in the unaudited condensed
BE REE s EARTH consolidated interim financial
statements/audited consolidated
financial statements 170,440 224,739
21. FFREFREE 21. Litigations and Contingent Liabilities
RN AT B A2014F10 A0 R EH Reference was made to the announcement of the
HESKREBRARUEE D2RFEH Company dated 9 October 2014 regarding a civil claim
ZRE RREEZEREE TP HAT KR against Capital Idea Investments Limited (“Capital
FBH - BAQRME  BEFLANE ldea”). As of the date of this unaudited condensed
MERMAEEETE - BEFREZ LR consolidated interim financial statement, to the best
XHE - BREBENSREZERLEH knowledge of the Company, the writ of summons
E TRV ETE - EFERAE - % of the litigation has not yet been served on Capital
B TEHASEER ZBERVBFER Idea. Upon receiving this legal document, Capital Idea
BRERTFIZE - 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.
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#HZE201846 A30H L7 MEA
For the six months ended 30 June 2018

22. BEALRS 22. Material Related Party Transactions
BRARKEZLGRAGEERHYBERESEE Except as disclosed elsewhere in the unaudited
BN AR EEETUTEEZ@EAT condensed consolidated interim financial statements,
R5 e the Group entered into the following significant related

party transactions during the period.

BZ6 H30HLA<EA
Six months ended 30 June
2018 2017
(REER) (REEHEZ)
(unaudited) (unaudited)
FER FHT
HK$’000 HK$’000

(a) FEEEABHSE (a) Key management compensation
- =% - Directors 2,367 1,740
- EMErEEBEAR: - Other key management personnel:
¥ RHE MR H Salaries and other short-term
EERT employee benefits 1,502 1,347
3,869 3,087
(b) WNBELECEARBEZERARTRK (b)  Mr. Chi Wen Fu has undertaken to maintain a
T2 BARIKE o AR BAREEE ) minimum level of shareholding in the Company.
BEERARNAG A EIRES 2 50 E The undertaking form part of the collateral
o of certain borrowings by the Group and

exchangeable bond issued by the Company.

(c) MEZE2018F6 A308 17518 A & (c) During the six months ended 30 June 2018, the
M m—HeERATHEERZIWA sales of products to a joint venture amounts to
A479,00078 7T (2017 4F : 929,0007%8 HK$479,000 (2017: HK$929,000).
TT) °

23. L BEHF 23. Comparative Figures

RS FTERARBAREM T IS HEENL The comparatives have been restated due to the

FARZEWEWREMEY - & THEERH adjusted gain on bargain purchase as disclosed in

FEEHSE  UMEEABEZE2FAFRA - Note 18 to the interim report. And certain comparative

figures have been reclassified to conform to current
period’s presentation.



fBRETE

(1) FREFZBRETE

ARSI RBRBHEERFZBEIUERAER
27 UARIREBINEEREE TEE Y
AEBAL ARBEIR2008F 12 A3 HHEE
M—TERERERTEI([FTE)) - &AL
FTEAEALEEEE BESRHAEBEFAM
Bl ASEA DN - HER AR HIE
e BRIERT R BUSE S ER] - TRIB A K
Y HARIOFABN - 5TEl 2 N FHL
A1 5F(R2018F 12 A3HEM) °

R20184F 6 A30H @ 5H&IIB T HAITHEZ
BERGE S £ 0] R B8 33,334,769 B A ([ B8
AEAE]) -

Ht &8

Other Information

Share Option Schemes

(1) Share option scheme of the Company

In order to attract and retain the best quality
employees for the development of the Group’s
businesses and to provide additional incentives
or rewards to selected qualifying participants, the
Company adopted a share option scheme on 3
December 2008 (the “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. The Scheme, unless otherwise cancelled or
amended, will remain in force for 10 years since its
establishing date. The remaining life of the Scheme
is approximately 1.5 years (expiry on 3 December
2018).

As at 30 June 2018, options to subscribe for a total
of 383,334,769 Shares were outstanding under the
Scheme (the “Options”).

n2018 F MR MRITHRE HRRM R 2018 F
1818558 2B R RE 2 BB R ZEBRE 6H30HEE TEE
BT
Options Options Options
Held at granted exercised lapsed Held at
1 January during during during 30 June Exercise
2018 the period the period the period 2018 price
HK$
(A) EE
Employees 14,545,079 - - 14,545,079 0.62606
12,400,545 - - 12,400,545 0.78258
(B) E=
Directors
M= - - - - -
Chi Wen Fu
ot R - - - - -
Shum Sai Chit
REE=Ee - - - - -
Chi Bi Fen
2 H B - - - - -
Guo Mengyong
WA - - - - -
Kwong Ping Man
B - - - - -
Sheng Hong
215 4 6,389,145 - - 6,389,145 0.78258
Lau Chi Kit
14,545,079 - - 14,545,079 0.62606
18,789,690 - - 18,789,690 0.78258
33,334,769 - - 33,334,769
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RI|BEMR - MARTEBBREGATERAH

TTEMRITEE -

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

prices.
MEIR B b =R 1TEH BRITEE BREHER
Exercise Number of
prices per Options
Grant date Expiry date Exercise period Share
BT
HK$
201343 A19H 20184F 12 A31 H H2013F 11 A1 HER 0.62606 14,545,079
20184F 12 A 31 H
19 March 2013 31 December 2018 From 1 November 2013 to
31 December 2018
201541 A6 H 20184 10 A31 H H2015F 11 A1 HER 0.78258 3,833,486
2018410 A 31 H
06 January 2015 31 October 2018 From 1 November 2015 to
31 October 2018
201541 A6 H 202010 A31 H H2015F 11 A1 HER 0.78258 14,956,204
2020% 10 HA31H
06 January 2015 31 October 2020 From 1 November 2015 to
31 October 2020
33,334,769

MR2018F EfRE B H -

ZETBIE T AT

ARAFBRMDESR(BIE ERERTEERE) A
254,979,102 * HHER AN AE BE BEITHRA
#5.57% ° ZTEI 2 T EBMHAYFE TR

2018412 A3 HfEm °

As at the date of the 2018 Interim Report, the total number
of Shares of the Company available for issue under the
Scheme (including the above share options outstanding
not yet exercised) was 254,979,102, representing
approximately 5.57% of the issued share capital of the
Company as of the date thereof. The remaining life of the
Scheme is approximately half year and to be expired on 3

December 2018.



(2) HBAAZERETE

MER R EBIERERAR(HER )

ARSI NBREBEFETREAEERER
ROER TIRHEEFAEKLEES
SNEEEN S B HR - M EERE R 2017F 12 A
ABRMBIERT B[RS -
AERSHETEREREE  BEF  E&E
B REERREEER HERE AR
EREEEFELER - HBERRFI AR
R BE+FFRNAR - HEEFHSKBR
BIBRGN o BRI BB TFHNABISF
(R2027 12 A4 B @) °

R2018F 6 A30H - HERITEE TR
BE A 261,400,000 A% 17 Y B8 AR #E ([ 7% &
BHLBERHE 1) M RTTfE -

H & #

Other Information

(2) Share option scheme of the subsidiary

Rare Earth Magnesium Technology Group Holdings
Limited (“REMT”)

In order to attract and retain the best quality
employees for the development of the Group of
REMT’s businesses and to provide additional
incentives or rewards to selected qualifying
participants, REMT adopted a share option scheme
on 4 December 2017 (the “REMT Scheme”). The
qualifying participants mainly include employees,
directors, contractors, suppliers or service providers
who have contribution to the Group of REMT. The
REMT Scheme, unless otherwise cancelled or
amended, will remain in force for 10 years since its
establishing date. The remaining life of the REMT
Scheme is approximately 9.5 years (expiry on 4
December 2027).

As at 30 June 2018, options to subscribe for a total
of 261,400,000 Shares were outstanding under the
REMT Scheme (the “REMT Options”).

n2018 % HaRtz

HMATEZ HARBZ H2018 F

1A1E8HF BENBERE WENEBRE RENEBEKRE 6H30BKH TEEE
REMT REMT REMT
Options Options Options
Held at granted exercised lapsed Held at
1 January during during during 30 June Exercise
2018 the period the period the period 2018 price
BT
HK$
(A) EE
Employees — 146,400,000 — — 146,400,000 0.4
— 40,000 — — 40,000,000 0.5
(B) E=
Directors
L — 30,000,000 - — 30,000,000 0.4
Shum Sai Chit
M E L - 20,000,000 - — 20,000,000 0.4
Chi Bi Fen
BPIA — 5,000,000 — — 5,000,000 0.4
Kwong Ping Man
BENBAMES — 20,000,000 - — 20,000,000 0.4
Other directors
of REMT
- 221,400,000 - - 221,400,000 0.4
— 40,000,000 - — 40,000,000 0.5
— 261,400,000 — — 261,400,000
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EEZRAD - HERORES 2 #ER

MR2018F 6 A30H  BEZFHFMBE KL E
32 M EARRGFE 2B MALsE - XakiR
B EMRAIMEE T2 BT AERETESRR
SFRRETFA([FEEFR D RERR R REEEE
REGMABM AT ([BRAT])EHABEM - AQF
BEBEERFEBITHABRARR MM H R
E(TERBHFRBEKRMNESMBEED )
FEXVER) 2B 5 - BEARD REST ZHEER
MEgwnT

(1) FRAZKRORERERE

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

Associated Corporation

As at 30 June 2018, the interests and short positions of the
Directors and chief executive of the Company in the Shares,
underlying shares and debentures of the Company and any
of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFQ”)), as
recorded in the register to be kept by the Company under
Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers in
Appendix 10 of the Listing Rules (the “Model Code”), were
as follows:

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

Z NG
2018
64308
BRTRE
ZEAH

FRRGHA EHBEREHE Percentage of

Number of Shares held (H552) issued share

BAER DAER Number of capital of the

EEHS Personal Corporate &3t Options held Company as at
Name of director interests interests Total (note 2) 30 June 2018
BXE(REE]) 237,235,548 1,341,871,364  1,579,106,912 34.47%
Chi Wen Fu (“Mr. Chi") (Ji#3E 1 note 1) - -
Lt 14,666,305 - 14,666,305 0.32%
Shum Sai Chit - -
BER 12,352,499 - 12,352,499 0.27%
Chi Bi Fen - -
BRE 2,625,000 - 2,625,000 0.06%
Guo Mengyong - -
BIRX - - -
Kwong Ping Man - -
Bt 1,775,000 - 1,775,000 0.04%
Sheng Hong - -
284 - - - -
Lau Chi Kit 6,389,145 0.14%




(2) XREZEFRE

H & 8

Other Information

(2) Long positions in debentures of the

Company
EEHA B REmrE ESAEE A
Name of Director Capacity/Nature of interest Amount of debentures held
¥ 03 T
SGD
5 A B ARz 2,500,000
Mr. Chi Personal interest

(3) RALGZIEFELERG - HHEBKEBERE  (3) Interests in the shares, underlying shares
ExziER and debenture of associated corporation of
the Company
BER REMT
ERERHR
2018 %
6830H
EERERE BRTRE
FrRmARARERE 2 EEREA BREHE SHAL
Number of ordinary shares interested (is£2) Percentage of
or deemed to be interested Number of issued share
RGRER NGIL:E REMT capital of
Bz Family Corporate 43  Options held  REMT as at
Director interests interests Total (note 2) 30 June 2018
#E
Long position
Lttt - - - 30,000,000 0.46%
Shum Sai Chit
HES - - - 20,000,000 0.30%
Chi Bi Fen
BRX - - - 5,000,000 0.08%

Kwong Ping Man
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Wi

1. ZEROBEEEBRERABTEE]D
A ERLEEBEEEDETERR
83.74%  BULE TR EERRAE L
TREIEHTE=Z72 XA LEZKE
B bR R AR -

AR A HA2014F7 A108 2 K H iE
B EEARRTERENTE &
549,280,000 % fi% 17 (18 & » 201566 A
S0BARBEEITRAL 12%) FIFLHE
BeaAr([EESsAR])  (EARE
BIE2014F5 B30 B R EMNE R B EM
RERMARIEEER IS HEE
FIHBEHBEESBRARMALUTRAZEE
BEEARARES -

2. BAZBREZHBRIIN EXBRE
FHE)—% -

Br ECETiREE SN R2018F 6 A30H -
AAREEERETETRAESHESH
ZEE AL BEER AR R ok H (T A AR
FE(EERBEHFMBEKRAEXVI) 2K
m HEEROESFPEETENAAR
BIEELFRPEKRAIFEIREFEEZER
Az EEEERER -

EEREROIESF ZER

BR EXPTIRERE SN - AN BT AR B P AR
TEAES  HEAZEBL T N\EATTFRE
o] Al B AR R R I B 75 T 15 25 i) 1
A WETETETAZSZEN 0 NRF M
HMBARMESETVENLHBESESE
BREMEMEANEE 2 ZFRER -

notes:

1. 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.

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

Save as disclosed above, as at 30 June 2018, 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.



EFERRRAD TR RAABERS 2 #E®
kER

AARFEMNEETRERTHRABRAME R
BES MHEGRDIZ 336 R R ARTFOELM

PR

C A20184E6 A30H » MARR AR/ MK

ETETANARROEEEEIERNALN

H & #
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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 2018, persons who had interests
or short positions in the Shares or underlying shares of
equity derivatives of the Company as recorded in the

T register required to be kept under Section 336 of the SFO
were as follows:
SR YN DiS
20186 A30H
ERITRA
BRMS BB FRME gl 4= ZHEDLE
Percentage

of issued share
capital of the

Number of Company as at

Name of shareholder Nature Shares 30 June 2018

X = 2=} 1,579,106,912 34.47%

Chi Wen Fu Long position (£ 1)(note 1)

o -y 1,341,871,364 29.29%

Alpha Sino Long position (M 5E 5)(note 5)

R RkB 351,844,434 7.68%

Yang Yuchuan Long position (I 3E 3)(note 3)

Best Equity &E 309,914,999 6.77%

Long position

M E o 309,914,999 6.77%

Zou Li Long position (M 5E 4)(note 4)

Gl S Al /NC] RA 793,526,275 17.32%

International Finance Corporation Long position (FI3E 5)(note 5)

B3 - notes:

1. WX EXLERADQA A H£1579,106,9128 1. Mr. Chi Wen Fu has interest in an aggregate of
[0 % B = 8 P (a) 237,235,548 % 1,579,106,912 Shares of which (a) 237,235,548 Shares are
B ITHEEEE#HE WUHEREZZ K beneficially owned by him and registered in his name; and
(0)1,341,871,364 IR I EREF AR ED & (b) 1,341,871,364 Shares are deemed corporate interests by
FTAR A 83.74% + HEULI T E#&E N ] NE ER R virtue of his holding of 83.74% of the issued share capital
Re ETFEsIEHTE=D 22— L2 =g of Alpha Sino which entitled him to exercise or control the
MR AR A o exercise of one-third or more of the voting power at general

meeting of Alpha Sino.

2. PHAZEREZFESRIIN EXIERESSE ]~ 2. Details of options held are set out in the above section

i o

headed “Share Option Schemes”.
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3. BEINEERARRAREGHE351,844,434 %D
AR B (a) 41,929,435 PR (H Jh B E AR
BEBLTERZER  WAHZZZERL 0 &)
309,914,999 & B& 17 5 E A H 3% /5 Best Equity
BEITIRANA47.17% » R UL 7 E 4 77 7] 57 Best
Equity BB RS E1TE SIEHITTHE =52 — kM
E2ERERMER AR RER -

4. ZEBRMHIHIERERE Best Equity BEEITIRA
52.83% -+ {EULIE T EH 4 7 A 72 Best Equity AR 5
RN TSR ESTE=D 2z N LR
- EE=PNGIL Fal

5. BB EmARNA£793,526,275 (A
W B (a) 244,246,275 B T EERS
BE YWUEZEER: K(b)RIEBHA2014
F7H10BZRMILIE  EALARRETERE
K8 E 0 #5549,280,000 f% i% 19 (8 & 72015
F6AB0AARRNAEEITIRAL12%)EHLE R
BEemAr((EELRAR])  EARERE
2014F 5 A0 EENERBRRABERSRA
RIEEERZEIFR - ZBER M EHBEEREEH
ARMBALUMAZSEBEREERAAEE °

EERNHFRB 2 ER

REBEHAN  BEERADAETEERAABRES
BZHEAL(ERREEBERIMNERAF
BH LR TR BERETEAE
3 5 R S P RE AR R P 2 05 o S (T4

¢
ZS o

T

3. Mr. Yang Yuchuan has interest in an aggregate of
351,844,434 Shares of which (a) 41,929,435 Shares
are beneficially owned by his spouse, Ms. Lao Min, and
registered in her name; and (b) 309,914,999 Shares are
deemed corporate interests by virtue of his holding of
47.17% of the issued share capital of Best Equity which
entitled him to exercise or control the exercise of one-third or
more of the voting power at general meeting of Best Equity.

4. These Shares are deemed corporate interests by virtue of
her holding of 52.83% of the issued share capital of Best
Equity which entitled her to exercise or control the exercise
of one-third or more of the voting power at general meeting
of Best Equity.

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

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.



BE HEIBEEARQF LHES

ARBREEFMBELARLERNHRABE - HE
SBOEARREAI LTES

EEERERTR

REEBA - NABE BTN £ TR QM X
14 2 S EOA T RIPTE ST RIS - 1 DA s B
TBIERIN

() BETFAEXFEEI2ME BT FAL
FEREBFAL BHREZSEEFN2018
FAIIBHAATZ  MFEEHERNZ
HROZBERBAFARG - ARRZHITE
Nttt EAEBHE LR RBF RSN
& AR AR o

(b) BEFANEXEABLTIE BIUEHTES
MEMIENTESALEREAS I H
BERERZERBRENRE - FERTEEH
EERERBYENTESRRELERAR
HEmMEEHFEN 201846 A 13 BE1TH
REBFRE -

ESETEFRETATA

ARRCHEMALETRAMERI0AF EHHITA
ERETESFRGZBEETUER/ARRESHE
TEFRPZIRTE - ARFRCEAEZRESE
HEFRER  MESFTCEMER - KERHA
EETIRTAME ZRERE -

H & #
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Purchase, Sale or Redemption of The

Company’s Listed Securities

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

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

(@) Under the code provision E.1.2, the chairman of the
Board should attend the annual general meeting.
The chairman of the Board was unable to attend the
annual general meeting held on 13 June 2018 as he
was obliged to be away for a business trip on that
date. Mr. Shum Sai Chit, executive Director of the
Company, attended the said annual general meeting
to answer questions from shareholders.

(o) Under code provision A.6.7, independent non-
executive directors and other non-executive directors
should also attend general meetings and develop a
balanced understanding of the views of shareholders.
Mr. Guo Mengyong (being a non-executive Director),
Mr. Sheng Hong (being independent non-executive
Directors) were unable to attend the annual general
meeting held on 13 June 2018 as they were obliged to
be away for business trips.

Code of Conduct Regarding Securities

Transactions by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules as the code of conduct of
the Company regarding Directors’ securities transactions.
The Company made specific enquiries to all Directors
and all Directors have confirmed in writing that they have
complied with the required standards set out in the code of
conduct during the Period.
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RHEARR B
EERTEZREHE2018F6 A30H 1E 2N
A ZHERE -

FMWESS

FNEZESRRHUAKEENX - 2RI REBRX
e LR A  BARAERBELSLLE K
MO RBEUIFATES - HTHERES ZBERH
RI—ERBRAENER  UREAEEEERS
ARE IR B O S M AN AR R BOR

BEREES

EREBEEMN2004F1 AKX - 201846 B
300 ERZEECE=-ANKE DRABRX
T BARERRIBHELEE - BRAXEERE
BREEBEXE -

ERZESREEHNAKE ZMB®RE - RINE
AR AMEREZMA  YREESREES -
BZE2018F6 A30BIEAEA  r EEZE SR
TMREGE  NEBEARBRENEE  XAWE
EFERBBAENER -

AR E B ERAER

HZE2018F 6 A30H LA AMPREEETER
KEZ - WEABEFSFTMESMERA IR
BEBSSHMASEMNEEEM TIEERNSE
24105 [ BN B BB P R K ERHE
B T2 -  MEESMESTERARE
LRSS B E RN ERREDEHNARE
FEO3E24F - FHIXBECHARRERZEY
YEHERE] -

HE
Tt
HITEFE

PPN
=G

EF& 20188 A20H

Interim Dividend
The Board did not recommend a payment of interim
dividend for the six months ended 30 June 2018.

Remuneration Committee

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

Audit Committee

The Audit Committee was established in January 2004. As
at 30 June 2018, the Audit Committee has three members,
namely Mr. Kwong Ping Man, Mr. Sheng Hong and Mr. Lau
Chi Kit. Mr. Kwong Ping Man 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 2018,
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.

Review of Condensed Consolidated

Financial Statements

The interim results for the six months ended 30 June 2018
are unaudited, but have been reviewed in accordance
with Hong Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants, by HLB
Hodgson Impey Cheng Limited, whose report on review of
condensed consolidated financial statements is set out on
pages 23 to 24 of this report. The interim results have also
been reviewed by the Audit Committee of the Company.

By Order of the Board
Shum Sai Chit
Executive Director

Hong Kong, 20 August 2018
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