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LISTING INFORMATION

Listing : Main Board of The Stock
Exchange of Hong Kong
Limited (“Stock Exchange”)
Stock code : 509

SHARE INFORMATION

Company’s shares of . 4,581,116,843 Shares
HK$0.02 each
(the “Shares”) in issue
(31 December 2020)

Market capitalisation . HK$311,515,945
(81 December 2020)

Board lot size : 5,000 Shares

LOSS PER SHARE FOR 2020

Basic . HK16.27 cents
Diluted . HK16.27 cents

DIVIDEND PER SHARE FOR 2020

Interim : NIL
Final (proposed) : NIL
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SHARE REGISTRAR AND TRANSFER OFFICES

Principal:

Suite 3204, Unit 2A

Block 3, Building D

P.O. Box 1586, Gardenia Court
Camana Bay

Grand Cayman KY1-1110
Cayman lIslands

Hong Kong:

Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
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Chairman’s Statement

| would like to thank all for the unfailing support and the total confidence in Century Sunshine Group Holdings
Limited (the “Company” and together with its subsidiaries, “Century Sunshine” or the “Group”). On behalf of the
board (the “Board”) of directors (the “Directors”) of the Company, | am pleased to present the annual results for
the year ended 31 December 2020 (the “Year”) of the Group for the perusal of our shareholders.

In 2020, the unprecedented COVID-19 outbreak hit the global economy severely. The International Monetary
Fund (IMF) has continuously lowered its forecasts on global economic growth. It is anticipated that the global
economy would shrink by 4.4% in 2020, which is about 7 times of the decline in 2009, representing the worst
recession since the Great Depression in the 1930s. As the major economy, being highly successful in controlling
the pandemic, resuming work and production, and the only one achieving positive economic growth, China has
pbecome the most prominent country of the world economy. With the promotion of the coronavirus vaccine globally,
the turning point of the pandemic will be revealed. However, the pandemic prevention and control measures would
be the new-normal. The unprecedented COVID-19 pandemic and the great recession of the world economy are
evident that the year 2020 was a very extraordinary year.

INDUSTRY REVIEW

In the short term, the unexpected pandemic has severely affected the agriculture and the chain in agricultural
sector. Due to the implementation of different social distancing measures in different areas during the pandemic,
certain farmers have slowed down farming and fertilisation activities. Some products could not be shipped to
certain rural areas. It has delayed the procurement and application of agricultural goods. In the third quarter of
2020, severe rainstorms and floods hit Southern China, affecting a wide area and lasted for a long time. More
than 70 million people’s farmland was flooded. Due to the significant seasonal characteristics of farming, the spring
plowing and summer planting seasons in 2020 were affected by the pandemic and floods respectively. As such,
the Group’s business performance was adversely impacted. The Group achieved the revenue of approximately
HK$2,151,811,000 during the Year. The loss after tax was approximately HK$984,205,000, and the overall gross
profit margin recorded 14.1%.
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Chairman’s Statement

However, in the long run, it is well known that the fertiliser is the “food” to grain. The fertiliser is important and
indispensable to improve the nutrition of crops and thus, increase production volumes and enhance incomes of
farmers. China is the world’s largest fertiliser producer and consumer. The growth of the fertiliser industry has
provided a solid foundation for the sustainable development of China’s agriculture and national economy. The No.
1 Central Documents issued by the PRC Government for the past ten consecutive years were all about “Issues
Concerning Agriculture, Rural Areas and Farmers”. These policies provide good directives and support for the
development of the fertiliser industry.

PROGRESS IN A CHANGING ENVIRONMENT

The “Action Plan for Zero Growth of Fertiliser Use by 2020” issued by the Ministry of Agriculture restricts the
overall application of chemical fertilisers, requires the adjustment of the structure of fertiliser application, and greatly
promotes the new high-efficiency and environmentally-friendly fertilisers. Since the establishment, the Group’s green
ecological fertiliser segment has been committed to developing and promoting new green fertilisers. The Group
has the patented technology of “Hongri” type of spray granulation originated from the “Father of China’s Sulphur-
based Fertiliser”. The Group has “Yanyangtian (85F% X) ” + “Zhan Lan CE &) ” “Le He He (%4 M) ” and other
reputable brands, a huge size of loyal customers, as well as the state-level agricultural-chemical services center.
After the resumption of production, the agricultural-chemical service teams conducted training sessions online
and offline for business personnel, distributors, large growers, and farmers. It has improved their scientific planting
skills, implementing the ancillary agricultural-chemical services. Under the adverse business environment, the only
way to achieve long-term sustainable development and transformation is to strengthen the core competitiveness
of the Group.
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The Group’s another main segment of the magnesium product business is operated by the Group’s subsidiary, Rare
Earth Magnesium Technology Group Holdings Limited (“REMT”). Due to the severe hit on the industrial chain by
the global pandemic, overseas automobile manufacturing plants and parts processing enterprises have been shut
down. The market demand for magnesium products has remained weak. Hence, the negative impact on REMT
is also apparent. However, since REMT owns 22 technical patents of the production processes and preparation
methods for high-performance magnesium alloys, coupled with the competitive advantages and customer base
accumulated over the years, the driving force for long-term development for REMT remains.

ACKNOWLEDGMENTS

On behalf of the Board, | wish to thank our shareholders, management team, staff members, and business
partners for their support and contributions to the Group during the Year. In 2021, the Company will continue to
innovate in technology, products, and marketing models; abide by the business philosophy and social mission;
seek development through innovation; seek win-win results in development; stay true to the original aspiration,
strive to bring benefits to all stakeholders; and create a better future!

Chi Wen Fu
Chairman

Hong Kong, 26 March 2021
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BUSINESS REVIEW AND ANALYSIS

Throughout the year ended 31 December 2020 (the “Year”),
the Group recorded an overall revenue of HK$2,151,811,000
(2019: HK$4,314,420,000), representing a year-on-year
decrease of approximately 50.1%, with an overall gross
profit margin of 14.1% (2019: 24.6%). The loss after tax was
HK$984,205,000, representing a decrease of approximately
329.8% as compared with HK$428,254,000 of the same period
of last year. Revenue from the fertiliser business during the Year
was HK$1,378,985,000 (2019: HK$2,735,195,000), representing
a year-on-year decrease of approximately 49.6%, which was
mainly because of the slow-down of farming and fertilisation
activities by farmers. It results from the combined effect of
the COVID-19 epidemic and the flood disaster in Southern
China. Revenue from the magnesium product business held
by the Group through REMT was HK$744,836,000 (2019:
HK$1,515,291,000) during the Year, representing a vyear-
on-year decrease of approximately 50.8%. Average gross
profit margin was approximately 17.5% (2019: 27.5%). For
REMT, the decrease in revenue is mainly due to the global
epidemic outbreak causing the suspension and shutdown of
overseas processing factories, which is the downstream of the
magnesium industrial chain. It has led to the decline in market
demand, and hence, the supply side of the industrial chain is
under pressure.

“"RELOCATION OF INDUSTRIES FROM CITY
URBAN AREA TO INDUSTRIAL PARKS"” BY
SHANDONG HONGRI

Shandong Hongri Chemical Joint Stock Company Limited
(“Shandong Hongri”) has cooperated with Luozhuang District
Government of Linyi City to respond to the requirements of
“Relocation of Industries from City Urban Area to Industrial
Parks” (“the Plan”). Shandong Hongri is benefited from the
relevant policies of the Shandong Provincial Government on
the Plan. All plants have been gradually demolished since
the launch of the Plan in the second half of 2019 to date.
Shandong Hongri is closely discussing with the local authorities
for further instructions to propel the implementation of the Plan
as soon as possible.

In accordance with the relevant policies of the Shandong
Provincial Government on the Plan, Shandong Hongri can use
the land where the plant is originally located, for changing
the industrial use of the land after obtaining approval. The
Company expects to benefit from the value appreciation after
the change of use of the land, and reap additional gains. But
the use of the land after the change will eventually hinge upon
the approval of relevant authorities in the PRC.

FTESEHE
FRZREEZEBLE SR E20104 [7) # 81

BHEBWT TRAJNEIEXZBBBEAEHE
FRBEXTER8Y °

(a) TEEMZHEE:

BEENER Fertiliser business
EEMER Magnesium product

business
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KEY OPERATIONAL DATA

Unaudited key operational data for the Year, together with the
comparative figures for the corresponding period in 2019, is
as follows. Main businesses listed below contributed over 98%
of the Group’s total revenue for the Year.

(a) Sales volume of major products:

2020 2019 Ve

Mg 73 Decrease
Tonnes Tonnes %
616,661 1,091,589 (43.5)
39,156 60,559 (35.3)

(b) TEEmRZFHIEE:

BEEMER Fertiliser business
EEMEY Magnesium product

business

(b) Average selling price of major products:

2020 2019 Ve

7 7T, W & 7T Decrease
HK$/Tonne HK$/Tonne %
2,236 2,506 (10.8)
18,951 25,022 (24.3)

(c) EFIE:

BEERER Fertiliser business
EEMER Magnesium product

business

AEEZEFZE  The Group’s gross profit

margin

(c) Gross profit margin:

2020 2019 B D E
Decrease

Percentage

% % point
12.8 22.5 9.7)
17.5 27.5 (10.0)
14.1 24.6 (10.5)
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OPERATING INCOME AND GROSS PROFIT

Contribution of revenue by our Group’s dual core businesses:
fertiliser business and magnesium product business accounted
for similar proportion as compared to last year, representing
64.1% and 34.6% (2019: 63.4% and 35.1%) respectively.

During the Year, the revenue of fertiliser business was
approximately HK$1,378,985,000 (2019: HK$2,735,195,000),
representing a year-on-year decrease of approximately 49.6%.
The overall gross profit margin decreased by 9.7 percentage
points to 12.8%. The decrease in revenue was mainly due to
the implementation of social distancing measure during the
epidemic in 1H2020 and the server rainstorms and floods in
Southern China during the third quarter of 2020, seriously
affecting the spring plowing and summer planting. It has
delayed the procurement and application of agricultural goods.
As such, the total sales volume of our fertilisers decreased to
616,661 tonnes for the Year as compared to 1,091,589 tonnes
for 2019, which adversely impacts the results of the Group for
2020.

During the Year, the revenue of magnesium product business
was approximately HK$744,836,000 (2019: HK$1,515,291,000),
representing a year-on-year decrease of approximately 50.8%.
The overall gross profit margin decreased by 10.0 percentage
points to 17.5%. The decrease in revenue was mainly due
to the spread of the global epidemic outbreak, in response
to which governments of all countries carried out stringent
prevention and control measures. It has once, led to the
suspension of production of real enterprises, the pressure
on the supply and demand sides of the industrial chain, the
weak market demand, and the low magnesium price. As
such, the total sales volume of products of our magnesium
product business decreased to 39,156 tonnes for the Year as
compared to 60,559 tonnes for 2019 that seriously impacts
the results of the Group for 2020.

OTHER NET GAINS OR LOSSES

Other net gains or losses were approximately HK$60,309,000,
a decrease of approximately 30.4% year-on-year, which was
mainly due to disposal of property, plant and equipment, being
recorded a loss of HK$8,781,000 for the Year, as compared
to a profit of approximately HK$42,089,000 for last year.
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SELLING AND MARKETING EXPENSES

Selling and marketing expenses of approximately
HK$55,377,000 (2019: HK$107,917,000) accounted for
approximately 2.6% (2019: 2.5%) of revenue, which mainly
consisted of market operating expenses and sales staff
salaries, and sales and distribution expenses. During the
special period of the epidemic, the Group has carried out
flexible model of marketing. The agricultural-chemical service
teams conduct training sessions online and offline for business
personnel, distributors, large growers, and farmers. It has
improved their scientific planting skills, implementing the
ancillary agricultural-chemical services.

ADMINISTRATIVE EXPENSES

Administrative expenses mainly included staff compensation,
depreciation and amortisation, auditing and professional
expenses. Administrative expenses for the Year were
approximately HK$237,492,000 (2019: HK$295,171,000),
representing a decrease of approximately 19.5% year-on-
year. The decrease was mainly resulted from the closure of
Shangdong Hongri factories thereby saving on reduced staff
and operating costs during the Year.

FINANCE COSTS

Finance costs were approximately HK$179,501,000,
representing an increase of approximately 16.8% year-on-
year. The increase in finance costs were mainly due to default
interests recognised subsequent to the cross default of certain
debts of the Group during the Year.

INCOME TAX EXPENSE

The income tax expense for the Year was approximately
HK$56,222,000, representing a decrease of approximately
65.6% year-on-year, which mainly due to the decrease in
revenue.

19
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NON-RECURRING ITEMS

During the Year, the Group recognised the following written-
off, impairment and allowance on assets in aggregate of
HK$853,464,000 (2019: HK$3,134,000):

1.  Written-off of property, plant and equipment
As disclosed in the 2019 annual report of the Company,
Shandong Hongri Chemical Joint Stock Company
Limited (“Shandong Hongri”), an indirect non-wholly
owned subsidiary of the Company, which is located
in Linyi City, Shandong Province. Shandong Hongri
is working with the local government to realise the
vision of being “innovative, harmonious, green, open
and sharing”, to speed up modern industrialisation, to
promote the structural optimisation and to rezone the
control of industrial area as an ecological city. To this
end, Shandong Hongri initiated the implementation of
the Plan in 2019 and steadily transferred the production
from Shandong to the production bases of Jiangsu
and Jiangxi, and scientifically and reasonably adjust the
production plan, so to achieve the overall sales targets,
and satisfy customers’ needs.

Upon completion of the transfer of production, Shandong
Hongri dismantled those establishments and cleared the
site in the state ready for development as required by
the local government. Therefore, the Group recognised
a loss on written off of approximately HK$659,451,000
which was mainly for those buildings, fixtures and fittings,
and obsoleted equipment dismantled and demolished
while the rest of approximately HK$549,000 for other
sites, in aggregate of approximately HK$660,000,000
(2019: HKS$NIl). For details, please see Note 16 to the
financial statements.

2. Impairment of goodwill

Due to the global epidemic, the performance of the
Group’s magnesium product business has been severely
affected, together with its cross defaults on certain debts
during the Year, the Group recognised an impairment
of goodwill of approximately HK$46,028,000 while the
rest of approximately HK$224,000 for other business
in aggregate of approximately HK$46,252,000 (2019:
HK$NIl). For details, please see Note 20 to the financial
statements.
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3. Allowance for expected credit losses on trade
receivables, other receivables and deposits
Under HKFRS 9, companies are required to account for
what they expect the loss to be on the day they raise
the invoice — and they revise their estimate of that loss
until the date they get paid. The concept of expected
credit losses (ECLs) means that companies are required
to look at how current and future economic conditions
impact the amount of loss. However, it does not mean
that such losses had actually occurred nor should have
been happen in coming years. Instead, ECLs reflect
information available at reporting date and it should need
to be assessed at each financial year. An independent
professional valuer was engaged by the Group to assess
the ECLs for the trade receivables, other receivable
and deposits as at 31 December 2020. Affected by the
COVID-19 epidemic and floods in 2020, the Group’s
fertiliser business receivables collection was significantly
delayed. Therefore, an allowance of approximately
HK$147,212,000 (2019: HK$3,134,000) was made for the
Year. For details, please see Notes 26 and 27 to the
financial statements.

MARGIN

During the Year, the Group’s after-tax loss was
approximately HK$984,205,000 (2019: profit of approximately
HK$428,254,000), representing a decrease of approximately
329.8% vyear-on-year. If excluding the above non-recurring
items of approximately HK$853,464,000 (2019: HK$3,134,000),
the adjusted after-tax loss from operations for the Year was
approximately HK$130,741,000, while that of last year was
a profit of approximately HK$431,388,000. The reverse was
mainly due to the hit on the demand and supply sides of
the industrial chain as driven by the combined effect of the
epidemic and the flood disaster in spring ploughing and
summer planting seasons in 2020 respectively. As such,
the Group’s overall business performance was adversely
impacted.

FINAL DIVIDEND

The Board does not recommend the payment of a dividend
for the year ended 31 December 2020 (2019: Nil).
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POSSIBLE DEBT RESTRUCTURING AND THE
APPOINTMENT OF JOINT PROVISIONAL
LIQUIDATORS FOR RESTRUCTURING
PURPOSES

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

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

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

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

On 15 October 2020 (Cayman Islands time), after the
application of JPLs, the Grand Court has further ordered
that the hearing of the Petition be adjourned to be heard on
Monday, 19 April 2021 (Cayman Islands time).

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

During the Year, the JPLs have held the creditors’ meeting with
creditors who have registered their rights, and have formed the
creditors’ committee for consultation purposes and to assist
the JPLs regarding the formulation of the debt restructuring
plan. Any determination and implementation of such plan shall
be subject to the agreement of the majority of creditors at the
meeting and the orders granted by the Grand Court and the
High Court of Hong Kong.

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

The Company is also taking various measures to improve and
strengthen the operation and management of the Group. These
measures include (i) restructuring internal capital and debt,
and seeking potential investors to participate in fundraising
plans; and/or (i) taking further cost control measures on capital
investment and operation to reduce the overall operating costs
of the Group. The Company is committed to continuing seeking
positive feedbacks from creditors to support the plan.
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The Company will make further announcements in respect of
any substantial development of the restructuring plan.

VALIDATION ORDER

Pursuant to Section 99 of the Cayman Islands Companies
Law, any disposition of the property of the Company, including
things in action, and any transfer of shares of the Company
(the “Shares”), or alteration in the status of the members of
the Company, made after the commencement of the winding
up, shall, unless the Grand Court otherwise orders, be void.

The Board has sought the legal counsel’'s advice and after due
and careful consideration of Company’s current circumstances
and state of affairs, it is of the view that there is currently no
need to apply for a validation order at this stage. The Company
will evaluate the situation from time to time and take such steps
as may be required as circumstances evolve.

Further announcement(s) in relation to any material
development of the Petition will be made by the Company as
and when appropriate.

LIQUIDITY, LIABILITIES AND FINANCIAL
RESOURCES

The Group’s liquidity in 2020 was mainly derived from cash
generated from business operations and financing activities
during the Year. As at 31 December 2020, total amount of
bank and cash balances of the Group was approximately
HK$173,654,000 (2019: HK$832,662,000).

As at 31 December 2020, the Group’s total borrowings
(including the Exchange Bonds reclassified during the
Year) of approximately HK$2,140,789,000 decreased
by approximately 1.8% as compared to that of 2019 of
approximately HK$2,180,883,000, while net assets decreased
by approximately 16.0% as compared to 2019. The Group’s
gearing ratio (calculated by total borrowings over total assets)
was approximately 30.9% in 2020 (2019: 28.6%).
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PROSPECT

The No. 1 Central Document issued by the PRC Government
for the past ten consecutive years has been all about “Issues
Concerning Agriculture, Rural Areas and Farmers”, in which
the high-quality and ecological development is promoted for
the agriculture and rural areas. Since the establishment of
the Company, we have been upholding “to Enhance Crop
Productivity and Soil Fertility” as our mission, and focusing on
the green industry. Our general fertilisers, ecological fertilisers
and functional fertilisers comply with the industrial policies of the
Chinese Government, which encourages the utilisation of green
ecological fertilisers. We are determined to make unremitting
efforts into the high-quality green development of agriculture
and rural areas, and to ensure a stable and safe food supply.

In 2020, with the recession of the global economy, all
industries have suffered. This year marked a challenging
year for the operation and management of enterprises. The
Company worked together to fight against the epidemic. Our
R&D team continued to innovate technology and products/
production. Under the premise of strict protection, we
ensured the orderly resumption of work and production at the
production bases, and maintained the stable production and
sales operation.

Looking ahead into 2021, the Company will be cautious on the
development of existing business. We will make progress amid
changes based on our solid foundation laid by the operation
and expansion from the past 20 years. In the research and
development, production, marketing, and other sections of the
enterprise operation, we will accumulate strength to explore in
the agricultural market of the green ecological fertilisers, and
to pursue a new high-quality ecosystem of green development
in the post-epidemic era.

SUPPLEMENTARY INFORMATION
PLEDGE OF ASSETS

As at 31 December 2020, the Group had pledge of its assets,
details of which are disclosed in Notes 28 and 32 to the
financial statements.

CAPITAL COMMITMENTS

As at 31 December 2020, other than those disclosed in Note
39 to the financial statements, the Group did not have any
material capital commitments.
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CONTINGENT LIABILITIES

As at 31 December 2020, other than those disclosed in Note
44 to the financial statements, the Group did not have any
significant contingent liabilities.

CAPITAL STRUCTURE

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

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
exploration or structural works are involved. The dolomite
mined is raw material for producing magnesium products of
the Group. The transportation cost for raw material is relatively
low due to the close proximity of the mine to the production
base of the Group.

The dolomite mine of the Group was reported under the
Chinese resource/reserve categories. As at 31 December
2019, 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 year ended 31 December
2020, there was no dolomite output. As compared with the
state as at 31 December 2019, there was no material change
in the resource estimate and ore reserve of the dolomite mine
during the Year.

During 2020, 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 consolidated
statement of profit or loss and other comprehensive income
for 2020.

The expenditure incurred in mining activities, exploration
activities and development activities of dolomite for the year
ended 31 December 2020 were HKS$NIl.
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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 exploration or structural works are involved. The
serpentine mined is sold directly as metallurgical flux for iron
and steel smelting and is raw material for producing silicon
magnesium fertilisers of the Group. The transportation cost for
raw material is relatively low due to the close proximity of the
mine to the production base of the Group.

The resource/reserve of the Serpentine Mine was reported
under the JORC system when it was acquired in 2010. As
at 31 December 2020, the anticipated resource and reserve
volumes were determined based on the volume at the time
of acquisition with the yearly reduction of quantity mined to
calculate the remaining resource and reserve volumes. There
is no material change in the assumptions of estimation by
the Group as compared with those previously disclosed. The
resource and reserve volumes was reviewed by the Group’s
internal geological experts. For the year ended 31 December
2020, the Group completed a serpentine output of 288,757
tonnes. As compared with the state as at 31 December 2019,
there was no material change in the resource estimate and
ore reserve of the serpentine mine.

The expenditures incurred for 2020 in development activities
were mainly CAPEX for transformation of dust control of the
blasting system. Such expenditures have been capitalised and
included in the consolidated statement of financial position
for 2020. 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 consolidated
statement of profit or loss and other comprehensive income
for 2020.

The expenditures incurred in development and mining activities
of serpentine for the year ended 31 December 2020 were
approximately HK$7,480,000 and HK$24,494,000 respectively
while the expenditures incurred in exploration were HK$NIl.
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KEY RISKS AND UNCERTAINTIES

Our Group’s financial condition, results of operations, and
business prospects may be affected by a number of risks and
uncertainties directly or indirectly pertaining to our Group’s
businesses. The followings are the key risks and uncertainties
identified by our Group. There may be other risks and
uncertainties in addition to those shown below which are not
known to our Group or which may not be material now but
could turn out to be material in the future.

Market risks

Market risk is the risk that deteriorates profitability or affects
ability to meet business objectives arising from the movement
in market demand, product prices, foreign exchange rates, and
interest rates. The management of our Group keeps continually
monitoring these exposures closely to ensure appropriate
measures are implemented on a timely and effective manner
against such risks.

Exchange rate risk

The Group mainly operates in the People’s Republic of
China (the “PRC”) and Hong Kong and is exposed to foreign
exchange risk arising from primarily with respect to Renminbi,
HK$, Singapore dollars, US$ 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 periodically reviews 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.

Interest rate risk

For interest-sensitive products and investments, our Group
analyses its interest rate exposure on a dynamic basis and
considers managing this risk in a cost-effective manner when
appropriate, through variety of means.

Credit risk

The Group has always been aware of the credit risk exposure
of our customers. The Group strictly followed the “client
account management procedures” established in 2004. The
procedures required and ensured that all clients were regularly
assessed and be kept track of their transaction records and
credit history. The Group specified and assigned to each
customer, as according to their operation and credit status, a
series of credit measures such as credit ratio, credit period,
credit rating, credit terms and guarantee. The client account
management procedures were effective to control the credit
risk of the Group.
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Operational risk

Operational risk is the risk of loss resulting from inadequate
or failed internal processes, people and systems or from
external events. Responsibility for managing operational risks
basically rests with functional departments of the Group
and its subsidiaries. Key functions of the Group is to guide
their standard operating procedures, limits of authority
and reporting framework. Our management will assess
key operational exposures and effect raised in business
development regularly, implement relevant measures and
improve the internal control so that risk can be responded and
mitigated on a timely and effective manner.

Investment risk

Investment risk can be defined as the likelihood of extension of
its return period relative to the expected return or occurrence
of losses on any particular investment attributable to changes
of external factors. The Group is well aware of importance
of exploring various business opportunities and territories on
a continual basis, and also implement as the top agenda of
the year. Key concern of projects investment framework will
be balancing risk and return across different investments,
and thus risk assessment is a core aspect of the investment
decision process. Proper investment assessment and due
diligence procedures have been set up and detailed analysis
will be made before approving investments. Regular updates
on the progress of the investments of our Group would be
submitted to the Board.
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Manpower and retention risk

Manpower risk means huge demand for talents because of the
Group’s rapid business development while at the same time
facing severe competition over specialists from the industry
and turnover of manpower. Our Group may face the risk of not
being able to recruit and retain key personnel and talents with
appropriate and required skills, experience and competence
to cope with the expansion of business which would meet
the business objectives of our Group. Our Group will conduct
a thorough analysis over its remuneration system, as well as
incentive mechanism and optimise the compensation structure
so as to ensure remuneration packages can align reasonably
with market standard and maintain its competitiveness.
Meanwhile, recruitment channels are broadened and the
talent pool of senior management are strengthened, so as to
further enhance the promotion opportunities and career path
of employees. Systematic staff training are also being further
enhanced to increase the overall effectiveness of training and
the dissemination of good corporate cultures.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

Environmental policies and performance mainly means
increasing attention of PRC government paid to environmental
rules and policies and more strict regulatory requirements. As
subsidiaries and newly acquired enterprises commenced into
operation for a long while and lag behind certain environmental
and duty requirements promulgated by PRC government.
The Group monitors impact on business development closely
raised from movements of environmental policy and external
factors. Acting in an environmentally responsible manner and
performing social responsibilities, the Group is committed to
improving and maintaining the long term sustainability of the
communities in which it operates. The Group endeavours to
comply with laws and regulations regarding environmental
protection and adopt effective measures to achieve efficient
use of resources, energy saving and waste reduction. Green
initiatives and measures have been adopted in daily operation
of the Group. Such initiatives include recycling of resources,
energy saving measures and water saving practices.
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COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s operations are mainly carried out by the
Company’s subsidiaries in mainland China while the Company
is listed on the Stock Exchange. The Group’s operations
accordingly shall comply with relevant laws and regulations in
mainland China and Hong Kong. During the year ended 31
December 2020 and up to the date of this report, to the best
of our knowledge, the Group has complied with all the relevant
laws and regulations in mainland China and Hong Kong.

RELATIONSHIP WITH EMPLOYEES AND KEY
STAKEHOLDERS

The number of employees of the Group was approximately
1,670 (2019: approximately 2,350) as at 31 December 2020.
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 provident fund scheme, 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.

Our Group understands that it is important to maintain good
relationship with business partners, shareholders, investors
and banks to achieve its long-term goals. To keep up with
our key stakeholders closely, the Group has formulated
corresponding scheme about investor relationship, and also
holds tailored activities from time to time, such as annual/
extraordinary general meetings, on-site visits, seminars and
road-shows. Accordingly, our senior management have kept
good communication, promptly exchanged ideas and shared
business latest update about development of the Group with
them when appropriate. During the Year, there was no material
dispute between our Group and its business partners or
banks.
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EXECUTIVE DIRECTORS

CHI Wen Fu, aged 58, Chairman of the Group who is
responsible for overall strategic planning and key operating
decisions. Mr. Chi started his law firm in Fuzhou in 1995, in
which he was the Managing Partner. Prior to that, Mr. Chi
joined Fuzhou Justice Bureau Commerce Law Office after
qualifying as a lawyer in the PRC in 1989. In early 1998,
Mr. Chi originated an initial research on organic agricultural
production and funded a R&D project on microbial compound
fertilisers. Mr. Chi is a graduate of Chemical Analysis and Law.
Mr. Chi established the Group in 2000.

SHUM Sai Chit, aged 63, Chief Executive Officer of the
Group who is responsible for business operations. Prior to
joining the Group, Mr. Shum was the Managing Director
of Go Modern Limited which was principally engaged in
manufacturing of textile products and trading activities. In
1984, Mr. Shum joined Fujian Textiles Import and Export
Corporation as a Manager to oversee importing and exporting
of textile products. Mr. Shum is a graduate of Consumer
Product Pricing and Statistics. Mr. Shum has joined the
Group since January 2002. Mr. Shum is currently an executive
director of REMT.

CHI Jing Chao, aged 38, Chief Corporate Affairs Officer
of the Group who is responsible for the overall corporate
activities. Mr. Chi has 10 years of experience in corporate
affairs. Mr. Chi is a graduate of Financial and Administrative
Management. Mr. Chi has joined the Group since August 2004.
Mr. Chi is currently an executive director of REMT.
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NON-EXECUTIVE DIRECTOR

GUO Mengyong, aged 62, is a Deputy General Manager
of Fujian Changsheng Wireless Technology Development
Company Limited. He is responsible for electronic
engineering technical management. Fujian Changsheng
Wireless Technology Development Company Limited is
principally engaged in production of electronic products and
communication devices. Mr. Guo joined Fuzhou Capacitors
Factory as a Technician in 1976. From 1993 onwards, Mr. Guo
worked at Fuzhou Meters Group Company as an Engineer
and later promoted to the Deputy Factory Manager in 1996, in
charging of technical quality control. In 2000, Mr. Guo joined
Fujian Wireless Group Company as Deputy General Manager
and was responsible for quality management. He is a graduate
of Industrial Enterprise Management. Mr. Guo has joined the
Group since February 2011.

INDEPENDENT NON-EXECUTIVE DIRECTORS

CHEUNG Sound Poon, aged 60, is currently an
independent non-executive director of Rare Earth. Mr. Cheung
is currently a senior audit manager at Chui & Kwok (CPA).
He was an audit senior at Gary W.K. Yam & Co. (CPA). Mr.
Cheung has over 40 years of experience in accounting and
auditing. He was an independent non-executive director and
the chairman of audit committee of the board of the Company
between February 2004 and May 2007.

SHENG Hong, aged 58, Director of SWIFTOWN
Development Limited and General Manager of SWIFTOWN
(Shanghai) Trading Limited. The SWIFTOWN Group is
principally engaged in design and sales of metallic products.
Mr. Sheng has over 20 years of experience in management
of corporation and investment. He was employed by China
Resources (Holdings) Company Limited from 1986 to
1996. Mr. Sheng holds a Bachelor's Degree in Engineering
Mechanics from Tongji University, Shanghai.
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LAU Chi Kit, aged 76, an executive director of Chinlink
International Holdings Limited (stock code: 997). He retired
from The Hongkong and Shanghai Banking Corporation
Limited (“HSBC”) in December 2000 after more than 35 years
of service. Among the major positions in HSBC, he was the
assistant general manager and head of Personal Banking Hong
Kong and assistant general manager and head of Strategic
Implementation, Asia-Pacific Region. He is a fellow of the Hong
Kong Institute of Bankers (“Institute”). He was the chairman
of the Institute’s Executive Committee (from January 1999
to December 2000). He is currently the honorary advisor of
the Institute’s Executive Committee. He served as a member
on a number of committees appointed by the Government
of Hong Kong Special Administrative Region, including the
Advisory Council on the Environment (from October 1998
to December 2001), the Advisory Committee on Human
Resources Development in the Financial Services Sector
(from June 2000 to May 2001), the Corruption Prevention
Advisory Committee of the Independent Commission Against
Corruption (from January 2000 to December 2003), the
Environment and Conservation Fund Committee (from August
2000 to October 2006), the Innovation and Technology Fund
(Environment) Projects Vetting Committee (from January 2000
to December 2004) and the Law Reform Commission’s Privacy
Sub-committee (from February 1990 to March 2006). He also
served as chairman of the Business Environment Council
Limited (from September 1998 to December 2001). Currently,
he is also an