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Financial Highlights

A Revenue
o EEPEKEI e Fertiliser business 628,274 721,446 (12.9)
e BEMER e Magnesium product business 182,632 368,178 (50.4)
o JRIMIAEIET e Metallurgical flux business 6,162 16,951 (63.6)
817,068 1,106,575 (26.2)
AAFIHEA AL Loss attributable to owners
518 of the Company (133,578) (6,708) 1,891.3
FREXREIE Basic loss per share (2.92)#1HK cents  (0.15)/& flIHK cents 1,846.7

% B Dividend = _ _

BERE Total assets 6,811,014 6,934,475 (1.8)
BEFE Net assets 3,466,642 3,586,998 (3.4)
nEe Total borrowings 2,134,968 2,140,789 (0.3)

1% 524 = Shareholders’ equity 3,266,414 3,361,287 (2.8)
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BUSINESS REVIEW

For the six months ended 30 June 2021 (the “Period”),
the Group recorded an overall revenue of approximately
HK$817,068,000 (2020: HK$1,106,575,000), representing a
year-on-year decrease of approximately 26.2%, with an overall
gross profit margin of 8.0% (2020: 17.2%). The loss after tax
was approximately HK$166,836,000 (2020: HK$17,658,000).
Among them, the revenue from the fertiliser business during
the Period was approximately HK$628,274,000 (2020:
HK$721,446,000), representing a year-on-year decrease
of approximately 12.9%. Since July 2020, the production
and operation at the production bases of the Group have
been generally normal. However, due to the offshore debt
restructuring, and the recent increased and fluctuated cost of
raw materials, the Group was unable to achieve relatively good
management efficiency.

Shandong Hongri Chemical Joint Stock Company Limited
(“Shandong Hongri”), a subsidiary of the Group, has
cooperated with Luozhuang District Government of Linyi
City (“Local Government”) to respond to the requirements of
“Relocation of Industries from City Urban Area to Industrial
Parks” (“the Plan”). Shandong Hongri has entered into the
relevant agreement with the Local Government. The demolition
of plants was completed in 2020. Currently, Shangdong Hongri
is actively seeking the Local Government’s implementation of
the agreement. Under the resettlement agreement between
Shandong Hongri and its staffs, Shandong Hongri shall pay
the resettlement compensation in July 2021. Until now, the
Local Government has paid part of the Plan’s compensation
for land purchasing and storage in advance to cover the staffs’
resettlement compensation.

Rare Earth Magnesium Technology Group Holdings Limited
(“REMT”), a subsidiary of the Group, was impacted by the
influence of its offshore debt restructuring and the overseas
pandemic resurgence. It negatively affects the magnesium
industry chain as a whole. Thus the market demand for
magnesium products has not yet fully recovered. The revenue
of REMT in the Period was approximately HK$182,632,000
(2020: HK$368,178,000), representing a year-on-year decrease
of 50.4%. The average gross profit margin was approximately
11.5%.
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(a) TEEMZHEE:

PROSPECT

We have the confidence to forge ahead and overcome
difficulties because of the rigid demand of fertilisers in
agricultural production, the policy support from the Chinese
Government, and the Group’s differentiated superior products,
the green ecological fertilisers, which we have been exploring
for more than 20 years. The repeated outbreak of COVID-19
has caused food shortages in many countries. Some food-
exporting countries have begun to restrict food exports. At
present and in the future, the market for agricultural materials
related to the grain will face great development opportunities.
Fertilisers, which have a high contribution rate of over 50%
to the grain production, are indispensable for the stable
production and high vyield of grain. The green ecological
fertiliser developed and produced by the Group since its
establishment helps improve soil conditions and fertiliser
utilisation rate, and enhance crop yield and quality. We believe
that in the post-epidemic era, people’s increasing demand for
healthy food will also promote the market demand for green
ecological fertilisers. “Enhancing Crop Productivity and Soil
Fertility” is always our eternal mission. To expand the fertiliser
industry, leading the development of green fertiliser, is the
unremitting pursuit of Century Sunshine.

KEY OPERATIONAL DATA

Unaudited key operational data for the six months ended
30 June 2021, together with the comparative figures for the
corresponding period in 2020, are as follows. Main businesses
listed below contributed over 99% (2020: over 98%) of the
Group’s total revenue for the Period.

(a) Sales volume of major products:

2021 2020 D

U iz Decrease

Tonnes Tonnes %

BEERER Fertiliser business 240,347 328,791 (26.9)
BREmES Magnesium product business 9,353 18,674 (49.9)
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(b) Average selling price of major products:

BERRER Fertiliser business 2,614 2194 191
BEmMmED Magnesium product business 19,454 19,716 1.3)
(c) EFE: (c) Gross profit margin:

BEERZER Fertiliser business 7.4 15.4 (8.0)
EREMER Magnesium product business 11.5 20.5 (9.0)
REE B The Group’s overall 8.0 17.2 9.2)
Brr #% [ EE FINANCIAL REVIEW
EEWAREF Operating income and gross profit

AEEMBETEES EEXEPREBESEER
ERHUAG LD B A76.9% K 22.4% (20204 :
65.2% K 33.3%) °

A BERERBEB WAL A628,274,0007%
7T (20204 : 721,446,000 7T) - [ b & 4 4
12.9% - NEBEEFETHEIMEBEH B8
AER AEBLEREAMZHTEE - 5iF
HEMABHRESD LR E—FSESAEER

BRIFNEEHE - AL HRIERAHEE
#49240,347W - FE L T 5 4926.9% ° BB E F| X
BABORE D EETA% ©

Contribution of revenue by our Group’s dual core businesses:
fertiliser business and magnesium product business accounted
for 76.9% and 22.4% (2020: 65.2% and 33.3%) respectively.

During the Period, the revenue of fertiliser business was
approximately HK$628,274,000 (2020: HK$721,446,000), being
a year-on-year decrease of approximately 12.9%. Since the
Group is under offshore debt restructuring and fundings are
tight, the Group’s operating scale has been affected. Besides,
the recent increased and fluctuated raw material cost further
setback the Group from achieving relatively good management
efficiency. As such, the total sales volume of our fertiliser was
approximately 240,347 tonnes for the Period, being a year-on-
year decrease of approximately 26.9%, the gross profit margin
decreased by 8.0 percentage points to 7.4%.
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During the Period, the revenue of magnesium product business
was approximately HK$182,632,000 (2020: HK$368,178,000),
being a year-on-year decrease of approximately 50.4%. It was
mainly attributable to the influence of the Group’s offshore
debt restructuring and the overseas pandemic resurgence. It
negatively affects the magnesium industry chain as a whole.
Thus the market demand for magnesium products has not
yet fully recovered. The total sales volume of our magnesium
product business for the Period was approximately 9,353
tonnes, being a year-on-year decrease of approximately
49.9%. The gross profit margin was approximately 11.5%,
being a year-on-year decrease of 9.0 percentage points.

Other net gains or losses

Other net gains or losses were approximately HK$38,260,000
(2020: HK$24,161,000), an increase of approximately 58.4%
or HK$14,099,000 year-on-year. The increase was mainly due
to decline in fair value on a cash settlement right expired and
lapsed during the Period. Its derivative financial liabilities of
approximately HK$11,923,000 was therefore recognised as
other gains during the Period.

Selling and marketing expenses

Selling and marketing expenses of approximately
HK$21,393,000 (2020: HK$27,662,000), accounted for
approximately 2.6% (2020: 2.5%) of revenue, which mainly
consisted of market operating expenses and sales staff
salaries, and sales and distribution expenses.

Administrative expenses

Administrative expenses mainly included staff compensation,
depreciation and amortisation and professional expenses.
Administrative expenses for the Period were approximately
HK$99,574,000 (2020: HK$123,142,000), being a decrease
of approximately 19.1% or HK$23,568,000. The Group is
undergoing offshore debt restructuring and is therefore striving
to reduce expenses.

Finance costs
Finance costs were approximately HK$100,751,000,
representing an increase of approximately 34.9% year-on-
year. The increase was due to default interests recognised
subsequent to the cross default of certain debts of the Group
since July 2020.
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Income tax expense

The income tax expense for the Period was approximately
HK$7,661,000 (2020: HK$26,107,000), representing a decrease
of approximately 70.7% year-on-year, which mainly due to the
decrease in revenue.

Allowance for expected credit losses on trade
receivables

Affected by the COVID-19 epidemic in 2020, the Group’s
receivables collection was significantly delayed and such
situation has yet been improved. As at the end of the Period,
the Group reassessed the expected credit loss of trade
receivables and an allowance of approximately HK$18,103,000
were made for the Period. As stated in the 2020 annual report,
this does not mean that such losses have actually occurred,
nor does it mean that such losses will occur in future years.
Rather, expected credit losses reflect the information available
at the reporting date.

Margin

During the Period, the Group’s after-tax loss was approximately
HK$166,836,000 (2020: HK$17,658,000), being an increase of
approximately 845% year-on-year. If excluding net allowances
on expected credit loss on trade receivables, change in
fair value of financial guarantee liabilities and net exchange
difference totally loss of approximately HK$41,312,000 (2020:
gain of approximately HK$20,024,000), the after-tax loss
from operations was approximately HK$125,524,000 (2020:
HK$37,682,000), being an increase of approximately 233%.
[t was mainly due to the offshore debt restructuring, rise in
raw material price and hit on the demand and supply sides
of the industrial chain as driven by the combined effect of
the epidemic, resulting in a significant impact on the business
performance of the Group.
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Possible Debt Restructuring and the Appointment
of Joint Provisional Liquidators for Restructuring
Purposes

At the beginning of 2020, 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 the Company’s 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 applied on 2 July 2020
(Cayman Islands time) to the Grand Court of the Cayman
Islands (the “Grand Court”) for the appointment of Mr. Yen
Ching Wai David and Ms. So Kit Yee Anita of Ernst & Young
Transactions Limited, Mr. Roy Bailey of Ernst & Young Ltd,
and Ms. Tammy Karina Fu of EY Cayman Ltd. (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 JPL Application was heard before the Grand Court on 14
July 2020 (Cayman Islands 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.

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

On 28 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.

On 19 April 2021 (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 Wednesday, 20
October 2021 (Cayman Islands time).

During May, July and August 2021, the JPLs have held several
creditors” committee’s meeting to discuss the development
of the provisional liquidation and restructuring plan. Any
determination and implementation of such plan shall be subject
to the agreement of the majority of creditors at the meeting
and the orders granted by the Grand Court and the High Court
of Hong Kong.

1
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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.

The Company will make further announcements in respect of
any substantial development of the restructuring plan.

Liquidity, liabilities and financial resources

As at 30 June 2021, total amount of bank and cash balances
of the Group was approximately HK$81,168,000 (as at 31
December 2020: approximately HK$173,654,000).

As at 30 June 2021, the Group’s total borrowings decreased
by approximately 0.3% as compared to that as at 31
December 2020. The Group’s gearing ratio (calculated by
total borrowings over total assets) was approximately 31.3%
as at 30 June 2021 (as at 31 December 2020: approximately
30.9%).

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

Exchange Rate Risk Management

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

As at 30 June 2021, the Group had pledged its property,
plant and equipment, right-of-use assets and bank deposits
with carrying amount of approximately HK$1,009,198,000,
HK$187,016,000 and HK$10,363,000 respectively (as
at 31 December 2020: approximately HK$458,604,000,
HK$228,771,000 and HK$16,178,000 respectively) to secure
borrowings and bills payables.

Contingent liabilities

As at 30 June 2021, other than those disclosed in Note 18
to the unaudited condensed consolidated interim financial
statements, the Group did not have any significant contingent
liabilities.

Capital Structure

As at 30 June 2021 and 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.

Human resources

The number of employees of the Group was approximately
1,520 as at 30 June 2021 (as at 31 December 2020:
approximately 1,670). 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 2021, 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 2021,
there were no dolomite output®. As compared with the status
as at 31 December 2020, there was no material change in the
resource estimate and ore reserve of the dolomite mine.

For the six months ended 30 June 2021, there were no
expenditures incurred in mining activities, exploration activities
and development activities.

Serpentine Mine

The Group’s serpentine mine is situated in Donghai County,
Jiangsu Province, the PRC. The mine is operated by open-
pit method, and therefore no additional exploration works
are involved or required. Only simple infrastructure works for
open-pit mining are involved in the development activities, and
no underground drilling or structural works are involved. The
serpentine mined is sold directly as metallurgical flux for iron
and steel smelting and is the raw material for producing silicon
magnesium fertilisers of the Group. The transportation cost for
the raw material is relatively low due to the close proximity of
the mine to the production base of the Group.
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As disclosed in the 2010 annual report of the Company, the
resource/reserve of the Serpentine Mine was reported under
the JORC system when it was acquired in 2010. As at 30
June 2021, the anticipated resource and reserve volumes were
determined based on the volume at the time of acquisition
with the yearly reduction of quantity mined to calculate the
remaining resource and reserve volumes. There is no material
change in the assumptions of estimation by the Group as
compared with those previously disclosed. The resource
and reserve volumes were reviewed by the Group’s internal
geological experts. For the six months ended 30 June 2021,
the Group completed a serpentine output of 52,138* tonnes.
As compared with the status as at 31 December 2020, there
was no material change in the resource estimate and ore
reserve of the serpentine mine.

The expenditures incurred for the six months ended 30
June 2021 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 2021 was
approximately HK$9,220,000 while the expenditure incurred in
development activities and exploration activities was HK$Nil.
* Output is the stock-in-quantity from Dolomite/Serpentine mines,
including mine extraction for the Period.
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Unaudited Condensed Consolidated Statement of Profit or Loss

#H E£202146A308 1L ~E A
For the six months ended 30 June 2021

2021 2020
(REER) (R E %)
(unaudited) (unaudited)
B =E FE&T TFAT
Notes HK$’000 HK$’000
WA Revenue 4 817,068 1,106,575
& AR Cost of sales (751,473) (916,796)
EH Gross profit 65,595 189,779
HAp s sk B 18 % 58 Other gains or losses, net 38,260 24,161
HEMMIGHEEZR Selling and marketing costs (21,393) (27,662)
THAX Administrative expenses (99,574) (123,142)
BHEWZIBTERZEEE Net allowances on expected credit
BEFE loss on trade receivables (18,103) —
VBERABAAEE Change in fair value of financial
guarantee liabilities (32,045) -
fEH =5 FE Exchange differences, net 8,836 20,024
W% ER Finance costs 6 (100,751) (74,711)
BATEFIAT(E58), % F  (Loss)/Profit before income tax (159,175) 8,449
s fim = Income tax expense 7 (7,661) (26,107)
HANEBE Loss for the period 8 (166,836) (17,658)
THATELEHAEIE: Loss for the period
attributable to:
ViN/NETE P SN Owners of the Company (133,578) (6,708)
FEPE R HE = Non-controlling interests (33,258) (10,950)
(166,836) (17,658)
BRER: Loss per share:
— ER — basic 9(a) (2.92)#1lHK cents  (0.15)#1lHK cents
— B8 — diluted 9(b) (2.92)#flHK cents  (0.15)B1LHK cents
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Unaudited Condensed Consolidated Statement of Comprehensive Income

#H E£202146A30H8 1L~ E A
For the six months ended 30 June 2021

2021 2020
(REER) (CREEEZ)
(unaudited) (unaudited)
FET FAT
HK$’000 HK$’000
HMRERE Loss for the period (166,836) (17,658)
Httzmz (ZH) Other comprehensive income/
MBRFAEH: (expenses), net of income tax:
HigngEafsBEzEasz2 ltems that may be reclassified
EH: subsequently to profit or loss:
BMEBINEBREELEZ Exchange differences arising from
MEH = translation of foreign operations 42,915 (95,651)
HARMBEEmWE (ZH) Other comprehensive income/
(HIBRFTBH) (expenses) for the period
(net of income tax) 42,915 (95,651)
HREEXHEE Total comprehensive expenses
for the period (123,921) (113,309)
THATEEHRZEXS Total comprehensive expenses
#EE for the period attributable to:
ViN/NECTEZ P =N Owners of the Company (98,438) (87,445)
IR = Non-controlling interests (25,483) (25,864)

(123,921) (113,309)
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Unaudited Condensed Consolidated Statement of Financial Position

H20214F R20204F
6H30H 12A31H
As at As at
30 June 31 December
2021 2020
(REEZ) (' Z)
(unaudited) (audited)
B 5 FET FATT
Notes HK$°000 HK$’000
ERBEE Non-current assets
ME - BERZE Property, plant and equipment 11 3,743,132 3,693,366
HEME Investment properties 105,003 104,896
FRAEEE Right-of-use assets 11 293,062 296,330
BES Goodwill 151,116 151,116
mEEE Intangible assets 367,791 366,511
RAERE Mining rights 452,894 449,642
REBIRITIF 3K Long term bank deposits - 59
5,112,998 5,061,920
REBEE Current assets
BEARBERABERZZ Equity instruments at fair value
fEATA through profit or loss 5,083 8,737
FE Inventories 505,148 583,002
B SR GRIA R EREIR Trade and bills receivables 12 511,294 526,093
FENRE  ZeREM Prepayment, deposits and other
JE W 5k IE receivables 595,323 581,128
RITRIR S &8 Bank and cash balances 81,168 173,595
1,698,016 1,872,555
REBAEE Current liabilities
H 5 e RIE R ER R IB Trade and bills payables 13 288,289 250,061
FE 5T B A & H th FE {5 518 Accruals and other payables 393,565 290,206
EHBEE Contract liabilities 202,718 337,126
HEAE Lease liabilities 482 514
JERTETIS Income tax payable 4,925 11,724
BE Borrowings 14 2,134,968 2,065,408
3,024,947 2,955,039
nBEEFE Net current liabilities (1,326,931) (1,082,484)
EEHERRBARS Total assets less current
liabilities 3,786,067 3,979,436
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kRBERE Non-current liabilities
I E IR A Deferred revenue 73,585 72,834
Hh FE T RIE Other payables 48,041 47,907
ME&E Lease liabilities 5,878 6,034
=P Borrowings 14 - 75,381
ELEHIBEEE Deferred tax liabilities 191,921 190,282
319,425 392,438
EEFHE Net assets 3,466,642 3,586,998
EPAEBEAELEBREAR Capital and reserves
& attributable to owners of
the Company
[N Share capital 15 101,419 101,419
1 Reserves 3,164,995 3,259,868
3,266,414 3,361,287
FERER Non-controlling interests 200,228 225,711

AR Total equity 3,466,642 3,586,998
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RAEEREHFESEREEK
Unaudited Condensed Consolidated Statement of Changes in Equity

#H E£202146A308 1L ~E A
For the six months ended 30 June 2021

202051818 As at 1 January 2020
(B%7) (audited) 101,419 1,353,356 4,526 13,666 275,051 32,594 (347,598) (221,707) 2,617,516 3,828,823 441,088 4,269,911
B Profit for the period - - - - - - - - (6,708) (6,708) (10,950) (17,658)
BREHRERT Other comprehensive
(MBRFAER) : expenses for the period

(net of income tax):
BEENERME Exchange differences
EZERER arising from translation
of foreign operations - - - - - - (80,737) -

(80,737) (14,914) (95,651)

BNRERREE Total comprehensive expense

for the period - - - - - - (80,737) - (6,708) (87,445) (25,864) (113,309)
HEER Transfer of reserve - - - - g - - - @n) - - -
WEBLAMEEEZEE Change in ownership interest

in subsidiaries - - - - - (726) - 2175 - 1,449 1,561 3,000
RELERA T 225 Equity settled share-based

fransactions - - - - - 6,006 - - - 6,005 - 6,005
2020564308 As at 30 June 2020

(REER) (unaudited) 101,419 1,353,356 4,526 13,666 275,322 37,873 (428,335) (219,532 2,610,537 3,748,832 416,775 4,165,607
202151518 As at 1 January 2021

(B%7) (audited) 101,419 1,353,356 4,526 13,666 280,200 39,813 (82,769)  (219,701) 1,870,777 3,361,287 225,711 3,586,998

BT Profit for the period = = = = = = = = (133,578)  (133,578) (33,258)  (166,836)

BREBZERR Other comprehensive

(MkHEH) expenses for the period
(net of income tax):
BEENEBAE Exchange differences
EZERER arising from translation
of foreign operations = = = = = = 35,140 = = 35,140 1,175 42,915
BALERA/(F%)  Total comprehensive income/

k) (expenses) for the period = = = o o = 35,140 = (133,578) (98,438) (25,483)  (123,921)
Ef-EE Transfer of reserve - - - - (84) - - - 84 - - -
RELERA T 225 Equity settled share-based

{ransactions = = = = = 3,565 = = = 3,565 = 3,565
2021568308 As at 30 June 2021

(REER) (unaudited) 101,419 1,353,356 4,526 13,666 280,116 43,378 (47,629)  (219,701) 1,737,283 3,266,414 200,228 3,466,642
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#H E£202146A30H8 1L~ E A
For the six months ended 30 June 2021

2021 2020
(REER) (REEZ)
(unaudited) (unaudited)
FET FAT
HK$’000 HK$'000
KEEEREYL,(BA)HM  Net cash generated/(used in) from
e F operating activities 58,007 (245,962)
REESMEAMIRESFE  Net cash used in investing activities (122,698) (228,214)
BMEFSHTBANIESIFE  Net cash used in financing activities (24,046) (172,972)
Re MERIFESEE R FE Net decrease in cash and cash
equivalents (88,737) (647,148)
HyIMIE S MERIEELHEE Cash and cash equivalents at the
beginning of the period 157,417 785,157
SNEEXRE BT E Effect of foreign exchange rate changes 2,125 (21,859)
HARMIB L MERIEELEE Cash and cash equivalents at the end of
the period 70,805 116,150
ReRkERBEE£EE Analysis of balances of cash and
R i cash equivalents
RAKLEXBEPAL AT Bank and cash balances as stated in
MR ERINENRITRIES the unaudited condensed consolidated
e statement of financial position 81,168 303,371
AEEREMNEEERA Deposits with banks pledged as security
BRZBITHER for borrowings and bills payables (10,363) (187,166)
WERREESAEBE=A Non-pledged deposits with bank with
2 IEEFIRITFER original maturity of more than three
months when acquired = (55)

RAREZEHESRE Cash and cash equivalents as stated in
MERIENEERER the unaudited condensed consolidated
ReIHEE statement of cash flows 70,805 116,150
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Notes to the Unaudited Condensed Consolidated Interim Financial Statements

#H E£202146A308 1L ~E A
For the six months ended 30 June 2021
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GENERAL INFORMATION

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

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

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

The unaudited condensed consolidated interim financial
statements for the six months ended 30 June 2021 were
approved for issue by the Board on 31 August 2021.

BASIS OF PREPARATION

The unaudited condensed consolidated interim financial
statements for the six months ended 30 June 2021
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 2020, which has been prepared in
accordance with Hong Kong Financial Reporting
Standards (the “HKFRSs”).
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#H E£202146A30H8 1L~ E A
For the six months ended 30 June 2021

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

Other than the changes in accounting policies resulting
from application of amendments to HKFRSSs, 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 2020.

Winding-up petitions and appointment of
provisional liquidators

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

On 14 July 2020 (Cayman Islands time), an order was
granted by the Grand Court for the appointment of Mr.
Yen Ching Wai David and Ms. So Kit Yee Anita of Ernst
& Young Transactions Limited, Mr. Roy Bailey of Ernst
& Young Ltd, and Ms. Tammy Karina Fu of EY Cayman
Ltd. as the JPLs of the Company with the power to act
jointly and severally.
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#H E£202146A308 1L ~E A
For the six months ended 30 June 2021
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On 18 August 2020, the Grand Court issued a letter
of request (“LOR”) to the High Court of Hong Kong for
the recognition of the appointment and powers of the
JPLs in Hong Kong to, inter alia, develop and propose
a restructuring plan to allow the Company to continue
as a going concern. The Grand Court also accepted the
resignation of one of the JPLs, Mr. Yen Ching Wai David
on the same day. The JPLs appointment order remains
in force in respect of Mr. Roy Bailey, Ms. Tammy Karina
Fu and Ms. So Kit Yee Anita as JPLs. An application
has been filed by the JPLs to the High Court of Hong
Kong on 26 August 2020 for the recognition of the
appointment and powers of the JLPs pursuant to the
LOR. On 28 August 2020, the High Court of Hong Kong
has approved the said application.

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

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

On 19 April 2021 (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 Wednesday, 20 October 2021 (Cayman Islands time).

During May, July and August 2021, the JPLs have
held several creditors’ committee’s meeting to discuss
the development of the provisional liquidation and
restructuring plan. Any determination and implementation
of such plan shall be subject to the agreement of the
majority of creditors at the meeting and the orders
granted by the Grand Court and the High Court of Hong
Kong.
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For the six months ended 30 June 2021

Going Concern Basis

During the period ended 30 June 2021, the Group
recorded loss of approximately HK$166,836,000, and,
as at that date, the Group’s current liabilities exceeded
its current assets by approximately HK$1,326,931,000.
Further, as at 30 June 2021, the Group’s borrowings
within current liabilities amounted to approximately
HK$2,134,968,000, while its cash and cash equivalents
only amounted to approximately HK$70,805,000.
As stated in above, the Company had defaulted in
repayment of its Notes of principal amount of SGD101.75
million (equivalent to approximately HK$584,981,000)
plus interests accrued when they fell due on their
maturity date on 3 July 2020 and had received demands
from several creditors for repayment of the borrowings of
the Group. The Group could not fulfil certain covenants
of certain borrowings amounting to approximately
HK$1,920,865,000 as at 30 June 2021, which have
become repayable on demand and are presented
as current liabilities in the unaudited condensed
consolidated statement of financial position. Further,
included in the borrowings of the Group as at 30 June
2021 were borrowings of approximately HK$267,126,000
which the lenders have commenced litigations against
the Group to repay the outstanding balances.

The conditions described above indicate the existence of
a material uncertainty that cast significant doubt on the
Group’s ability to continue as a going concern. Therefore,
the Group may be unable to realise its assets and
discharge its liabilities in the normal course of business.
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The Company is actively exploring options to restructure
debts of the Group and intends to implement a
management led restructuring by taking advantage
of the court-supervised provisional liquidation regime
in the Cayman lIslands, commonly known as a ‘“light
touch” provisional liquidation, which gives the Company
the benefit of a statutory moratorium prohibiting the
commencement or continuance of any proceedings
against the Company without the leave of the Grand
Court. The Company is actively considering to develop
a viable proposed restructuring plan, including but not
limited to some or all of the followings:

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

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

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

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

In addition, the Company plans to implement further
cost control measures on capital investments, production
and administrative operations to reduce overall operating
costs of the Group.
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For the six months ended 30 June 2021

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

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

Application of amendments to HKFRSs

In the current interim period, the Group has applied the
following amendments to HKFRSs issued by the HKICPA,
for the first time, which are mandatorily effective for the
annual periods beginning on or after 1 January 2021
for the preparation of the Group’s unaudited condensed
consolidated interim financial statements:

Amendment to HKFRS 16 Covid-19-Related Rent
Concessions

Interest Rate
Benchmark Reform—
Phase 2

Amendments to HKFRS 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

The application of the amendments to HKFRSs in the
current interim period has had no material impact on
the Group’s financial positions and performance for the
current and prior periods and/or on the disclosures set
out in these unaudited condensed consolidated interim
financial statements.
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For the six months ended 30 June 2021

REVENUE

HEREERE® Sales of fertiliser products 628,274 721,446
HEEEM Sales of magnesium products 182,632 368,178
$H 5 1 8 1A B = S Sales of metallurgical flux products 6,162 16,951
817,068 1,106,575
e SR U A B B ] Timing of revenue recognition:
R A BE 2 A A point in time 817,068 1,106,575
SE|EH 5. SEGMENT INFORMATION

SERFE N D BREF AR ARBITIE
BE(ERLERRB)BESZ2ERAER
REER - AEERBE LV RS LR
FERL L REBHH D BT

. REEHES
. BEREH
. EBEEED

EEASEZTRESBEHRT X2
% -

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:

° Fertiliser business
o Magnesium product business
o Metallurgical flux business

Information regarding the Group’s reportable segments
is presented below.
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For the six months ended 30 June 2021
(a) DEUARESE (a) Segment Revenue and Results
B =2021F6H30H 17~ 1E A For six months ended 30 June 2021

R L ON Segment revenue 628,274 182,632 6,162 817,068
LEAELON Intersegment revenue - - - -
RENHPEFHUWA  Revenue from external customers 628,274 182,632 6,162 817,068
DEEE Segment results (13,120) (19,407) 8,287 (24,240)
Hig Wz E18/%%  Other gain or losses, net 17,717
BIEREEDRE  Change in fair value of financial

2 guarantee liabilities (32,045)
RRITHER Central administrative costs (19,856)
BsER Finance costs (100,751)
WRETERATE B Loss before income tax (159,175)
#H =2020F 6308 IF <@ A For six months ended 30 June 2020

2 EWA Segment revenue 721,446 368,178 16,951 1,108,575
SHBEBA Intersegment revenue - - - -
KENHEFHWA  Revenue from external customers 721,446 368,178 16,951 1,106,575
NHEE Segment results 63,341 43,573 7,323 114,237
HEi Wz EEFE  Other gain or losses, net 19,113
RRITHER Central administrative costs (50,190)
HEER Finance costs (74,711)

B BT 15 85 A& 1 Profit before income tax 8,449
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(b) #EBEE

#H E£202146A30H8 1L~ E A
For the six months ended 30 June 2021

Segment revenue reported above represents revenue
generated from external customers. Intersegment
revenue has been eliminated in current and last periods.
Intersegment transactions are entered into at arm’s
length.

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

(b) Segment Assets

BEPRHER Fertiliser business 3,219,456 3,304,296
BREMES Magnesium product business 2,657,283 2,661,659
) A 7 2 75 Metallurgical flux business 627,595 626,426
6,504,334 6,592,381
RAOE Unallocated 306,680 342,094
6,811,014 6,934,475

31



32

a5 EEERAR AT Century Sunshine Group Holdings Limited

RICB B RS PN BBRM

Notes to the Unaudited Condensed Consolidated Interim Financial Statements

#H E£202146A308 1L ~E A
For the six months ended 30 June 2021

6. MKEH 6. FINANCE COSTS

FHBEZHEZF A Interest on listed subordinated notes 25,563 19,657
AERESFZFE Interest on exchangeable bonds 10,768 5,679
ARSFREEEE Z  Interest on borrowings wholly

BEZHE repayable within five years 64,199 49,139
MEaEZME Interest on lease liabilities 221 236

100,751 74,711

Fri8 BB X 7. INCOME TAX EXPENSE
REAEEBZEAEAEBERANR G The amount of income tax expense charged/(credited)
AN RIS T A S BisEiE to the unaudited condensed consolidated statement of

profit or loss represents:

BV EA R 18 - Current tax:
— FEIREMREH — PRC Enterprises Income Tax 8,227 26,906
R AE IR Deferred taxation (566) (799)

7,661 26,107
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For the six months ended 30 June 2021

8. LOSS FOR THE PERIOD

Loss for the period has been arrived at after charging:

&8 & Depreciation and amortisation 117,441 101,736
9. BREE 9. LOSS PER SHARE
(a) BX (a) Basic

FEEREAERERBALAE
BABRGEHABERAPAEHETT
Rk RSk o

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

A Loss
AREERERNBE Loss attributable to ordinary equity

B AE)E#ERES holders of the parent, used in the

BEAEGEE basic loss per share calculation

(F%&mT) (HK$’000) (133,578) (6,708)
BETEBERIMNETFHE Weighted average number

(F5) of ordinary shares in issue

(thousand shares) 4,581,117 4,581,117

TR A AR EE GBI Basic loss per share (HK cents) (2.92) (0.15)
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For the six months ended 30 June 2021
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(b) Diluted
Diluted loss per share is calculated by adjusting
the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive
potential ordinary shares. The Company has one
category of dilutive potential ordinary shares: share
options.

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

The computation of diluted loss per share does not
assume the exercise of the Company’s share options
because the exercise price of those share options
was higher than the average market price of shares
for the period ended 30 June 2021 and 2020.

DIVIDEND

The directors of the Company do not recommend the
payment of any dividend in respect of the six months
ended 30 June 2021 (2020: HK$NIl).

PROPERTY, PLANT AND EQUIPMENT AND
RIGHT-OF-USE ASSETS

During the six months ended 30 June 2021, the
Group had additions of property, plant and equipment
amounting to approximately HK$137,477,000 (2020:
HK$90,568,000).

During the six months ended 30 June 2021, the Group
disposed of property, plant and equipment with a
carrying amount of approximately HK$2,306,000 for the
proceeds of approximately HK$7,172,000. No disposal of
property, plant and equipment was incurred during the
six months ended 30 June 2020.

During the six months ended 30 June 2021 and
2020, the Group has not entered into any new lease
agreement.
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For the six months ended 30 June 2021

12. ESRMREREWRERE 12. TRADE AND BILLS RECEIVABLES

5 EWFRIE Trade receivables 700,671 690,958
EHEEEERE Allowance for expected credit losses (192,428) (172,620)
508,243 518,338
FEW R % Bills receivables 3,051 7,755
511,294 526,093
RB|ERH - "EEZSEWGIBLERAR As at the reporting date, the ageing analysis of the trade
B2 RINBRREEENRR>TOT receivables of the Group presented based on the invoice
date and net of allowance for doubtful debts was as
follows:

30H AR Within 30 days 40,541 126,010
31%60H 31 to 60 days 32,548 76,043
61£90H 61 to 90 days 45,359 87,497
#1890 R Over 90 days 389,795 208,788
508,243 518,338
AEELETESEFPZEEHR—HTEBB The Group allows a credit period normally not more than
180H (20204 : T #B3#8180H) ° 180 days (2020: not more than 180 days) to its trade

customers.
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For the six months ended 30 June 2021

13. ESREAREREMAER 13. TRADE AND BILLS PAYABLES

B SR HIE Trade payables 252,313 232,568
R E & Bills payable 35,976 17,493
288,289 250,061
RBERE AEEREEANENNE As at the reporting date, the ageing analysis of the trade
SENFBERBRTOT payables of the Group presented based on the invoice

date was as follows:

30HAA Within 30 days 47,932 170,580
31260H 31 to 60 days 25,780 11,923
612 90H 61 to 90 days 122,233 3,510
B E0H Over 90 days 56,368 46,555

252,313 232,568
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For the six months ended 30 June 2021

14. &8 14. BORROWINGS
R20215F 20204
6H30H 12H31H
As at As at
30 June 31 December
2021 2020
(REBER) (FEEZ)
(unaudited) (audited)
FHET T
HK$’000 HK$’000
RITEER Bank borrowings 927,318 924,553
Hipte & Other borrowings 622,669 622,454
EmREZE ) Listed subordinated notes (note (i) 584,981 593,782
2,134,968 2,140,789
TEREREEKRF ZEEZ  Carrying amounts of borrowings that
ERAEER AT EIR AEE - do not contain repayable on demand
clause and repayable:
—F R Within one year 1,890,785 1,822,408
—FL\ HERBBEREHMBA Within a period of more than one
year but not exceeding two years = 75,381
MELA EBTEBBEAFHMA  Within a period of more than two
years but not exceeding five years = —
INEE Sub-total 1,890,785 1,897,789
EREREERGIZBEEZ Carrying amounts of borrowings that
IREEER AT HRAERE contain a repayment on demand
clause and repayable:
—FR Within one year 244,183 243,000
—FLA HETBBEMEEMA Within a period of more than one
year but not exceeding two years = —
WELA FBTBBRFHMA  Within a period of more than two
years but not exceeding five years = —
IR Sub-total 244,183 243,000
a5 Total 2,134,968 2,140,789
B BIESER B B E 2 KB Less: Amounts shown under
non-current liabilities = (75,381)
HIVERE) BE 2 IR Amounts shown under current
) liabilities 2,134,968 2,065,408
MR ERBERREMAZER  The carrying amount of borrowings
EEZEEZERE@AE that are repayable on demand due
(FIERE BE) to breach of loan covenants (shown
under current liabilities) (1,920,865) (1,900,268)
REREFRZHNEEIE Amounts shown under current
MEVBEZ A liabilities for the borrowings without
breach of loan covenants 214,103 165,140
EE: Borrowings:
BERT Secured 953,198 872,215
A Unsecured 1,181,770 1,268,574
2,134,968 2,140,789
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For the six months ended 30 June 2021

B 5 note:

(i) AR ANRR2017F6 ASHEITZEE A (i) This represents the carrying amount of the
101,750,000 I3 T 2 7.0% B EZ % (B 7.0% subordinated notes with the face value of
ZiEERHEREE N ZERE SGD101,750,000 (under the Multicurrency Medium Term
ZEZERTMEBELERGHLET - I Note Programme) issued by the Company on 5 June
B R2020FE7A3E B HE R EAEL o 2017. The notes are listed on the Singapore Stock

Exchange and was matured and defaulted on 3 July
2020.
15. g7 15. SHARE CAPITAL

EE Authorised:
FREEC.02B T2 L@ Ordinary shares of HK$0.02 each
720201 H1H * 2020%F As at 1 January 2020, 31 December
12A31H « 2021%F1A1H 2020, 1 January 2021 and
}2021%F6430H 30 June 2021 10,000,000 200,000

ERTRAR: Issued and fully paid:
720201 H1H + 20204F As at 1 January 2020, 31 December
12A31H + 2021F1/1H 2020, 1 January 2021 and
}2021%F6430H 30 June 2021 4,581,117 101,419

16. EXRIKIE 16. CAPITAL COMMITMENTS

ERTHEHE AN REEZLR Capital expenditure in respect of
PG AFPHBBHRE L& the acquisition of property, plant
EREEVEMEAEE 2 and equipment contracted for
ERWEME  MENFKR  but not provided in the unaudited
W2 EART T condensed consolidated interim
financial statements/audited

consolidated financial statements 275,268 285,688
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For the six months ended 30 June 2021

17. LITIGATIONS

@)

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

Reference is made to the disclosure in Note 2,
in view of payment default, cross default and
debt restructuring, included in the borrowings of
approximately HK$267,126,000 which lenders have
commenced litigations against certain subsidiaries
for immediate repayments.

As such litigations were in relation to failure to
perform the obligation of the related liabilities
already recognised in the unaudited condensed
consolidated interim financial statements, the
Group is proactively communicating with the
lenders, striving to solve the litigations through
settlement by agreement.

Also, the Company will seek legal advices on the
litigations and will take necessary actions based
on such legal advices for the entire interests of
the Group. Further announcements will be made
by the Company to update the shareholders and
investors of the Company in relation to any material
development on the proposed debt restructuring
and litigations.
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18. HAEE 18. CONTINGENT LIABILITIES

MR20214F6H30H * ILRA B — 2B
F=7 (202012310 — BB F =
T EFEEE R E 4 A K%181,000,000
7L (7202012 A31H : AR#181,000,000
L) RETRITIREMBER - MHER
WESBRYET  AEEAELINEH
S o

R2021F6H30H * ZERFRIERZANE
#) /36,302,000 JT (2020412 A31H :
4,287,000 7T) °

R E2021F6H30B IF/NE A« 5 i#E
REBEREE EEIEH32,045,000/% 7T
(2020F - EEFTTER AL B ZEREE

FRRRERZEZFABH2HAHA
20165 9H27TH Z A5 »

As at 30 June 2021, Shandong Hongri has executed
financial guarantees to certain banks for credit facilities
granted to an independent third party (31 December
2020: an independent third party), for approximately
RMB181,000,000 (31 December 2020: RMB181,000,000)
which would be required to be paid if the guarantees
were called upon in entirely.

As at 30 June 2021, the fair value of these corporate
guarantees was approximately HK$36,302,000 (31
December 2020: HK$4,287,000).

During the six months period ended 30 June 2021, loss
on change in fair value of financial guarantee liabilities of
approximately HK$32,045,000 (2020: HK$NIl) has been
recognised in the unaudited condensed consolidated
statement of profit or loss.

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

BAKEZEREETPHMBEBRRATR
B MAAREBETATERBEE SR
% o

(a) TEEEANEMZ
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For the six months ended 30 June 2021

19. MATERIAL RELATED PARTY

TRANSACTIONS

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

(a) Key management compensation

B Z6H30R It <A A
Six months ended 30 June
2021 2020
(REER) (RE&EEZ)
(unaudited) (unaudited)
FET FHBTT
HK$’000 HK$’000
5= Directors 2,447 2,789
HEEFZEEEAE:  Other key management personnel:
e & H R E Salaries and other short-term
==kl employee benefits 1,285 2,077
3,732 4,866

(b) MWNEEECERFBEFFEARF
Pt 2 AR K o MR FERE A AR S
EETERERARREITZAEHRE
2 BB A @ o

REBEBERXRIMAERARTEFARA
AL R AN E14AT2HR - EER B
EABEBEZERBEALRS BT TE
FHRABUATRMERNEER HAHF
BRERS -

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

Pursuant to Rule 14A.72 of the Rules Governing the
Listing of Securities on the Stock Exchange of Hong
Kong Limited (the “Listing Rules”), the Directors consider
that none of the material related party transactions
disclosed above falls under the definition of connected
transaction or continuing connected transaction as
defined in Chapter 14A of the Listing Rules.
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20. {EHREE 20. EVENTS AFTER THE REPORTING PERIOD

ZRMANTIBERA2021F8A1HZ RS -
AR BV U B T AR AR A RRBR (TER T 5%
b)) BB — P BIRIRITRB ARG HITEZ
FITMLURAB(AAEEREIEZEWES
NENEREH S8 A A R¥124,960,0007T
MEFERNERZT(HT])  BEE
RITBAAEBRSETFHBRAR R MES 4
(EALRABMAMEETRERA)RE -

ZHERBASEEETHBRARME
BT 485 E A RE125000,0007T B
BT ERASEEENERRERSZ —
F(MARE) MFEWMABE) R =F (I
BTHEREMBENEE) MR - BRI
HE ZBITHRBRGELURIBHEANIS
83 - 202178261 » LR A HUE)
B T R BT M ER T T R Bh A B RS AL ([ AT
B ) B H B E A2021E7A21 B Bh 81
TRMEEA - BREDE IR BT
HF - R2021FE7A21H £2024F7H20H
MR LRAREEN =R+ i (K
HBEED-

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

The Ruling stated that bank deposits of the certain
subsidiaries of the Group and Ms. Chi Bi Fen in total
sum of approximately RMB125 million or assets of
equivalent value may be frozen for periods of up to
one year (if cash), two years (if moveable assets) and
three years (if immovable property or other types of
assets). The Bank applied for 13 plots of land owned by
Shandong Hongri to be frozen pursuant to the Ruling.
On 26 July 2021, Shandong Hongri received a copy of a
notice for assistance for enforcement (1% B #7718 41 &)
dated 21 July 2021 from Linyi Court to Linyi Immovable
Assets Registration Centre (the “Registry”) requiring the
assistance of the Registry in order to enforce the ruling
by “freezing” three plots of land owned by Shandong
Hongri (the “Frozen Assets”) for the period between 21
July 2021 and 20 July 2024.
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AN A RR MR BUAEEBEBET S A - AR
TrA NEAMAEacSkEETSNE
B BTARAZEEBUTER: ()VHEE
FTERkONRERME  RIEEETAS
HEEmEHEENEREE  BTIRLE]
MEBEEENEETSBRBEITZNRE
HiRkiwBEZEEENHEHDRERL] A6
SHEBRAREWREERHEEALEETH
VELIMEE - BREEHREAREFF
M REEEMNEBE(ETR LR E
PREAENEERREEEERNEME
&) MER AR #125,000,0007T : K (i) Eq T
ERE TLRASMR T - MIE R &R 1T
FEEIBIE L AAB R AR T E
E—PRESHERBRIE - R il KA
IWRABBEAENREEET BEEER
BETEZEFABERZBRT  AAH
B EB TS AEATE T AR
REBHEKLCBELEEATFTE -

21. Lk EF

ETHRBFEEFIE  UNEAHHE
ZE2RITA -

21.

#H E£202146A30H8 1L~ E A
For the six months ended 30 June 2021

As advised by PRC counsels of the Company that, in
deciding whether or not to grant any such order and
the scope of such order, the Lingyi Court is required to
have regard to the following requirements: (i) the value
of the relevant asset that is to be “frozen” must not be
excessive in the context of the payment obligations to
which the ruling relates, unless the asset is indivisible
and there are no alternative assets of sufficient value
to satisfy such payment obligations; and (i) if multiple
assets are available for “freezing”, the order should apply
to those assets which if frozen would least impact the
production activities of the party concerned. Having
considered, (i) to the best knowledge of the Company,
the aggregate value of the Frozen Assets (after taking
account the value of the Land after its change of use
and other liabilities that were secured by the Frozen
Assets) is not less than RMB125 million; and (i) the Linyi
Court has ordered the freezing of 3 plots of land, instead
of 13 plots of land that were the subject of the bank’s
application, the Company believes that there is low risk
of further freezing orders at this stage. In view of the
foregoing and the fact that the Frozen Assets belong to
Shandong Hongri which has no operations and absent
unforeseen circumstances, the Company did not expect
the ruling to have a material adverse impact on the
business operations of the Group that are subject to the
Ruling.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to
conform to current period’s presentation.
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B iR Gt E
(1) EREZBREE

BRI EEEREFZETIUNERAELEE
2% UNRBREBIHNSENERTER
ZARBRSEE - KRARIHR2019F6F26H
R —BERETS (ZtE)D AE%
SHEETTEAREEHES BBFEhEAE
EEFER s AEEEBMN - HENR
T ER - BRIEBITEEEIERT - BAIZ
SEE BRI BBEI0ERNE R o %5t 2
Z 8T FH A ASE (72029F6526H &
) e

R2021F6 308 @ &I N HMEAITHEZ
BB A A ([ BB A% 4 1) & H 7] 32 88289,900,000
% A% 17 °

SHARE OPTION SCHEMES

(1) Share option scheme of the Company

In order to attract and retain the best quality employees
for the development of the Group’s businesses and
to provide additional incentives or rewards to selected
qualifying participants, the Company adopted a share
option scheme on 26 June 2019 (the “Scheme”). The
qualifying participants mainly include employees of the
Group, Directors and contractors, suppliers or service
providers of the Group who have contribution to the
Group. Unless otherwise cancelled or amended, the
scheme will remain in force for 10 years since its
establishing date. The remaining life of the scheme is
approximately 8 years (expiry on 26 June 2029).

As at 30 June 2021, options to subscribe for a total of
289,900,000 Shares were outstanding under the Scheme
(the “Options”).

R20215  HRARHEZz BrTEz  BREi¥Z R2021%
11858 BB E BRE BRE 6H30HKER TR
BT
Options Options Options
Held at granted exercised lapsed Held at
1 January  during the during the during the 30 June Exercise
2021 period period period 2021 price
HKS$
(A) EE
Employees 121,900,000 - - (10,000,000) 111,900,000 0.3
(B) B (fi5ta)
Consultants (note a) 110,000,000 - - - 110,000,000 0.3
c)E=x
Directors
HXE 20,000,000 - - - 20,000,000 0.3
Chi Wen Fu
el 20,000,000 - - - 20,000,000 0.3
Shum Sai Chit?
T E iR 8,000,000 - - - 8,000,000 0.3
Chi Jing Chao
BARE 5,000,000 - - - 5,000,000 0.3
Guo Mengyong
KA 5,000,000 - - - 5,000,000 0.3
Cheung Sound Poon
Bt 5,000,000 - - - 5,000,000 0.3
Sheng Hong
2B a0 5,000,000 - - - 5,000,000 0.3
Lau Chi Kit®
299,900,000 - - (10,000,000) 289,900,000 0.3

0 D R2021E6 30 REARARFESE -

@ ER2021F7B30H B AR EE

M Retired from Director of the Company on 30 June 2021.

@ Resigned from Director of the Company on 30 July 2021.
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7l % #45,000,00017 - 25,000,0001%
40,000,00017 ¥ B 4% - 1% FRAE R A
SEMNBYE=D YRHEBHE(BEE
TR HBETRERME TR - ETR
BEEHEN REMABRMAEREMNHS
BRTSSE -

ARBRR ENAEEERERAER
ERHREREE MERRLBERERD
BERABZFIFERBREAREEE
R-BREDRETZEEMUAREAE
BEREFSEREEEAREEFTREBR
MERE AEBRMAERBEHARE
BEE - RERHMBRESN  ARRL
A 7R o 4R () 72 55 R R R AT T AL At R
B -

MR2021F6A30H + #ZEr 8118 T M R 1T 1F
2 BB R RE 4 H AT 37 B8 289,900,000 8% f& 17 -
HERARGRATHREAHEEITR
AN #76.33% °

REBEH Epp =Rt
Grant date Expiry date
EHE]

The Scheme

20194 7H25H 2025412 A30H
25 July 2019

RAFEHRE RE - ZAP8IE T A fEEeT
ZARNRBRMEH(BEZEE T LM
WARTTE 2 BARAE) £443,111,684/% » 18E
RARFRAFRHREHRERTRAY
9.67% ° % =T 2151120294626 B E i °
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note:

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

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

As at 30 June 2021, Options to subscribe for a total
of 289,900,000 Shares were outstanding under the
Scheme, representing approximately 6.33% of the issued
share capital of the Company as at the date of this
Interim Report.

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

&£ 58 BRITHEE BREHA
Exercise

prices Number of

Exercise period per Share Options
T
HK$S

B2020% 11 18 £2025 0.3 289,900,000

F12A30H

30 December 2025 From 1 November 2020

to 30 December 2025

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

FRERREFZERERL T
([FHERKE]
ARSI EREFEIREBREREE
ERER  WALRTAEKR2HEERHE
KEINER) R EI3R - R R R20179F12 A
AR NIRRT B ((HEREETED - &
BRSHETTREREE - ES - ABF -
HEFRRISEER  HEESABER
BIEHER - BRIERTTEEHRISR] - Wik
RIEtElg EA T HEE+FRBER -
BRI ST FHL A6.5F (R2027F
12848 &@7m) °

PR2021F6H30H © MR 8B T A
FITEBERE(HERIREREDTRE
& $£351,400,0000& B8 15 ©

(2)

a5 EEERAR AT Century Sunshine Group Holdings Limited

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 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
6.5 years (expiry on 4 December 2027).

As at 30 June 2021, options to subscribe for a total of
351,400,000 Shares were outstanding under the REMT
Scheme (the “REMT Options”).

20215 HMRREZ BMRfTE2 BRkH #2021F
11E5E RENEERE RERNEERE RENRERE 6F308%F T&E
BT
REMT Options REMT Options
Held at granted exercised REMT Options
1 January during the during the lapsed during Held at Exercise
2021 period period the period 30 June 2021 price
HK$
A) EE
Employees 163,400,000 - - - 163,400,000 04
140,000,000 - - - 140,000,000 03
B) E%
Directors
R 30,000,000 - - - 30,000,000 0.4
Shum Sai Chit
R 3,000,000 - - - 3,000,000 04
Chi Jing Chao
KA A 5,000,000 - - - 5,000,000 0.4
Cheung Sound Poon
BEMBHEMES 15,000,000 - - (5,000,000) 10,000,000 0.4
Other directors of REMT
216,400,000 - - (5,000,000) 211,400,000 04
140,000,000 - - - 140,000,000 03
356,400,000 - - (5,000,000) 351,400,000
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REBEIR - Elt S RITERER R ER The above REMT Options outstanding at the end of the
BENLTEMBE  TEERITEE - reporting period have the following expiry date, exercise

period and exercise prices.

201844 525H 2023412 A29H BH2018F11A1HE R 0.4 211,400,000
2023412 A29H
25 April 2018 29 December 2023 From 1 November 2018

to 29 December 2023

20194 7H25H 2022 8H31H H20195F9A1HE 2 0.3 140,000,000
20224 8H31H
25 July 2019 31 August 2022 From 1 September 2019
to 31 August 2022
351,400,000
RAFHRELR - HERHEET8IE T A#t As at the date of this Interim Report, the total number
BT MBEREROEE(BIE LB ET of shares of REMT available for issue under the REMT
18 AR AT B B i B AR ) /805,839,005 Scheme (including the above REMT Options outstanding
R HERBENFREBEBRITRALY not yet exercised) was 805,839,005, representing
12.24% ° &t EZ R N FEAX)R6.55F - I approximately 12.24% of the issued share capital of
18 2027412 BAR JE i ° REMT as of the date thereof. The remaining life of the

Scheme is approximately 6.5 years and to be expired on
4 December 2027.
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EERFIETHRAEREQTAREM
HEZE 2z iRE - HEARGRERE
2Rz

R2021F6H30H  EENARFEEITHAE
RAERBIRAEMERABEZE(TEREFLEE
O ([BHFRABBERG D EXVED) 2% - 88
B hkEEET#HRE 2 BLERIBIEESFRH
BB EI26AARRTFE 2B MekiBE L
MHRAKIEE T2 ETBTAESETESFRS
AR ESFR ((R2ESFAI D BASITBANEARRIRE
BHMARSGARARB (MR zEm KGR
R

(1) FARAZBROREBERERE

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

As at 30 June 2021, 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

BFEERE EERAF

2B R202156530H

(Hi5to) BRTRAZEI N

BERAHE Percentage of

Number of Shares held issued share

B AR mEER NEER & Number of capital of the
Personal Spouse Corporate Options held Company as at

Name of Director interests interests interests Total (note b) 30 June 2021
X E (LD 249,970,548 - 1,341871,364  1,591,841,912 34.75%
Chi Wen Fu (*Mr. Chi") (fff #£a) (note a) 20,000,000 0.44%
gt iEe 14,666,305 - - 14,666,305 0.32%
Shum Sai Chit® 20,000,000 0.44%
E 1,633,998 - - 1,633,998 0.04%
Chi Jing Chao 8,000,000 0.17%
BB 2,625,000 - - 2,625,000 0.06%
Guo Mengyong 5,000,000 0.11%
REX - - - - -
Cheung Sound Poon 5,000,000 0.11%
Bt 1,775,000 - - 1,775,000 0.04%
Sheng Hong 5,000,000 0.11%
2B H0 2,000,000 - - 2,000,000 0.04%
Lau Chi Kit® 5,000,000 0.11%

0 D R20214E6 30 REARRFESE -

@ B R2021F7A0H BT ARG ES -

M Retired from Director of the Company on 30 June 2021.

@ Resigned from Director of the Company on 30 July 2021.
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(2) XARGZEEERE (2) Long positions in debentures of the Company

%A &l A HE 2 2,500,000
Mr. Chi Personal interest

(3) RALFGZIHB LEZIRE - 15E5ME (3) Interests in the shares, underlying shares and

PREEEZEE debenture of associated corporation of the
Company
FEMNR REMT

kR

Long position

St - - - 30,000,000 0.46%
Shum Sai Chit

s EF R - - - 3,000,000 0.05%
Chi Jing Chao

RE AR - - - 5,000,000 0.08%
Cheung Sound Poon
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@ ZEBRMATERERRAR(TEDSS -
EWHEER AU ESHITIRASIT4% - Bt
BYHRNBERRRS LITERIERTE=5
ZHAEZRER ARG AR #ER -

% BB B H#1 A2014E7H108 2 D K3 - 1 A
AREFERFEREE - #§549,280,000 % A% 15
(*HME’\2015¢6J5]30E|7£ AIE BT ALI12%)
EHGEESRARTRESRAR])  EA
1R E $E}F2014¢5ﬂ3oa ENERHEER
EERSBARBERZETR - 2 BERMEA
ERSBMARMALMALZEBERERRA
RAEE -

() HAEzZBREZFBIHINLEXTERES]
—ff -

B EXCPTiREEE SN 0 R20214E6 5308 - EE
ARAREBITRABSBEESAZHEALH
EAARR S EE ML EZE(TEREBHFLE
ERFIEXVED) Z D - HER D EREE %
BRENARTRIEEH M BAEEH E352(617F
EECEMAZEZREER -

EEREROSE#ERZER

R EXFEEESN  REBAEAEERERT
EMES EZBZEBHT/\BEUTFREMR
AEABARRARNDIEREMEFHEHN
A - BERBITEEMZEEN  ARFHE
Tﬂ‘]lﬁ%"ﬂﬁ?ﬁ”ﬁﬁﬂiﬁcﬁ;ﬂ#ﬁﬁﬂi
SESREIMNEMAABEBZZSZEN -

notes:

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

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

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

Save as disclosed above, as at 30 June 2021, 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.
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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 2021, persons who had interests or
short positions in the Shares or underlying shares of equity
derivatives of the Company as recorded in the register required
to be kept under Section 336 of the SFO were as follows:

1,591,841,912 34.75%
(Kt 5¥a) (note a)
20,000,000 0.44%
(K #Ec) (note o)
1,341,871,364 29.29%

(KT 3 b) (note b)
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@@ X EEERAH1,501,841,9120 KD FRES
B % T (2)249,970,548 N TR H B 5
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notes:

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

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

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

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

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

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

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



424
4}

tEXERERTA

~

RE@EAMP - AQEEEF LT RAN 42
£ 3 08 <F BT8P B G L T IR B R
R5h

@ IREBETEEXFEI2G EEETHAL
FEREBFRE - HREFZ EF 12021
FOAS0HAALZ » B E LD ERZA
BECRRBFRE - ARBIZHITES
M REAAERHFE L RBF A S0
ERERER -

(o) B8 HEETRILE]E R2021F6H30
ARERRBBUIENITES  FREE
GRERTFHEEEKE - REGLERE
% ARRIEMBBLIERTERFREZ
ZEeXKE  ASAIRENE ETRE
FE3I0MN I 2GR E2 P EBE=RBL
ERNTESRERZEENEZEK -

R ETRBIES11K%3.231& » ARE AR
KEFAEREERZM@EARZT T HEMIBIIE
HITESRBERENAEZREZEE - &
ARMMB IR EEBEANEUEYE AT
BRTRIREREER -

HEHEEETHRER

EARRRI R EMB AR (SB[ ALEH]) & =2020
F12A318 L FE 2 42 & B 1 3, & ([20204F F
HwOP - ARBRZHAMMAFELLEEELH
ZEATHBPRELATERE R BH( 3
REREBH]) AARSRENSEREEEZ
BEUMEEENRSECLEAREGREAH
BHRERZEZEELER  E2ANERES
BEFECETH 2 RRTE (7B E ] EK
BE AREERASEESAMBHRR &
HATBERERER-

FEIHIE 2021 INTERIM REPORT

Hegxl

Other Information

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 30 June 2021 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.

(b)  Mr. Lau Chi Kit (“Mr. Lau”) had retired as an independent
non-executive director, a member of audit committee and
a member of remuneration committee of the Company
on 30 June 2021. Following the retirement of Mr. Lau,
the Company has two independent non-executive
directors and audit committee members, which therefore
fell below the minimum requirements of three under
Rules 3.10(1) and 3.21 of the Listing Rules respectively.

Pursuant to Rule 3.11 and 3.23 of the Listing Rules, the
Company should appoint additional independent non-
executive Directors and appropriate members to the
Audit Committee within three months after failing to
meet the requirements. The Company still endeavoring
to identify suitable candidates to fill the vacancy as soon
as practicable.

DISCLAIMER OPINION RELATING GOING
CONCERN

In the consolidated financial statements of the Company and
its subsidiaries (together as the “Group”) for the year ended
31 December 2020 (the “2020 AR”), the Company’s auditors
issued disclaimer of opinion on the material uncertainties
relating to the going concern basis (“Disclaimer of Opinion”),
in which they were unable to obtain sufficient appropriate
audit evidence to conclude on the appropriateness of
management to use the going concern basis of accounting
in the preparation of the consolidated financial statements
because management’s plans for future actions (the “Action
Plan”) in relation to its going concern assessment could not
be finalised yet and therefore issued a disclaimer of opinion on
the results of the Group’s consolidated financial statements.
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The management is taking the best efforts to agree on and
execute the Action Plan in 2021. Taking into account the
successful and continued implementation of the proposed
restructuring, the management and also the Directors are
satisfied that the Group will have sufficient working capital
to meet its financial obligation as and when they fall due in
the foreseeable future, and hence it is appropriate to prepare
the Group’s consolidated financial statements on a going
concern basis. The management assessed that there is no
material impact on the Group’s financial position in light of the
Disclaimer of Opinion, as the going concern issue could be
resolved by the Action Plan devised.

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

The Audit Committee takes the same view as the Board and
agreed with the management’s position concerning the going
concern issue and Disclaimer of Opinion based on the reasons
above.

MANAGEMENT'S POSITION AND BASIS ON
THE GOING CONCERN ASSUMPTION

As detailed in Note 2 to the unaudited condensed consolidated
interim financial statements, conditions existed as at 30
June 2021 indicating the existence of material uncertainties
which may cast significant doubt regarding the Group’s
ability to continue as a going concern. Among all viable
options as discussed, the management of the Company is
actively negotiating with the JPLs and the creditors on debt
restructuring by way of scheme of arrangement, tentatively
involving, among others, extension of repayment period and
repayment by ways of net proceeds from disposals of non-
core assets of the Group.



RAETIBEREEZEARE TRV B RER
B EAEEARSE BHEFENZEER
BAREWETE BRIXEZEAFEIXNDENR -
EZeRRAKEKBERHANZEESKETT
HEABENKRKIPOMBEES - Bt - K
RECZEAGATHUBREDEFELEE
EREH -

MEEEMNERNER  ARBHUAR S
GRIR ©

ESETEFXZ2THTEH

ART DR LT R B ER10PT & LW ITA
EFRETESFXHIBETARRARAESR
ETEFRXHZII/TR - ARRIERAZERES
ERERER  MEFTEEmMER > RERH
NEBTITRTRIFAH 2 RERE -

REARR B

EEeTERRMNEZE2021F6 8308 1/ E A
ZHREIRE B -

FMESE

FNZEeRKB=-2XEAKR  DHREKE
A OFBRERBALE  XREOREYL
HATEF - FTHERESCBER/IT —EAR
BRHENRERF UGSIETEFTRAKESRERE
BEVH MR R R AFE -

FEIHIE 2021 INTERIM REPORT

Hegxl

Other Information

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

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

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

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

INTERIM DIVIDEND

The Board did not recommend a payment of interim dividend
for the six months ended 30 June 2021.

REMUNERATION COMMITTEE

The Remuneration Committee currently comprises three
members, namely Mr. Cheung Sound Poon, Mr. Chi Jing Chao
and Mr. Sheng Hong, 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.
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AUDIT COMMITTEE

The Audit Committee was established in January 2004. As at
30 June 2021, the Audit Committee has two members, namely
Mr. Cheung Sound Poon and Mr. Sheng Hong. Mr. Cheung
Sound Poon is the chairman of the Audit Committee.

The Audit Committee is to review the Group’s financial
reporting, the effectiveness of both the internal and external
audit and internal controls and to make recommendations
to the Board. During the six months ended 30 June 2021,
the Audit Committee held two meetings for the purpose of
reviewing the Company’s reports and accounts, and providing
advices and recommendations to the Board.

The Group’s unaudited condensed consolidated interim
financial statements for the six months ended 30 June 2021
has been reviewed by the Audit Committee, which was of
the opinion that the preparation of such financial statements
were complied with the applicable accounting standards and
adequate disclosures had been made.

By Order of the Board

Century Sunshine Group Holdings Limited
Chi Wen Fu

Chairman

Hong Kong, 31 August 2021
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