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EBERAEMARLT —T-TEHEEHE

FINANCIAL HIGHLIGHTS
MBERE
For the six months ended 31 December 2020 #{ %2 = F = FF 1= H=+—H1 - ~1EA

2020 2019 Change
ZECEE —ZT-NF 0]

HK$’000 HK$'000

THET THT
TURNOVER e 223,050 149,647 49%
LOSS FOR THE PERIOD  HARIE1E (78,417) (51,448) 52%

BASIC LOSS PER SHARE SREAEIE  HK(5.39) cents  HK(3.51) cents

INTERIM DIVIDEND RS
PER SHARE

Al Al 54%

The board (the “Board”) of directors (“Directors”)
of Xinyang Maojian Group Limited (the “Company”)
is pleased to announce the unaudited condensed
consolidated interim financial statements (the “Interim
Financial Statements”) of the Company and its
subsidiaries (collectively, the “Group”) for the six
months ended 31 December 2020 (the “Period”). The
Interim Financial Statements have not been audited
but have been reviewed by the Company’s audit
committee (the “Audit Committee”).
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Xinyang Maojian Group Limited
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CONDENSED CONSOLIDATED INCOME STATEMENT

BLE L ¢ £

For the six months ended 31 December 2020 # %2 = F = FF+ = =+—H11EA

(Unaudited)
(RBER)
Six months ended
31 December

BZEt+t=-A=t+—H
IER{EA
2020 2019
—ERIEEF —ZNF
Note HK$’000 HK$’000
Hiat FiT T
Revenue Uk 5 4 223,050 149,647
Cost of sales SHEKA (155,067) (81,684)
Gross profit EF 67,983 67,963
Other income E AU A 6 3,686 4,503
Gains/(losses) on fair value & A FEzF A Bz
of financial assets at fair ~ Z & EEE
value through profit or AFEWS
loss, net (B18)%AE 1,528 (125)
Selling and distribution SHE K SHAK A
costs (18,088) (10,932)
Administrative expenses T RIS (46,719) (38,627)
Other operating expenses ~ H A& [ (27,041) (23,795)
Loss from operations KEEE (18,651) (1,013
Finance costs BA TS R AN (61,004) (48,086)
Share of results of joint EIEEEDEEE
ventures 1,238 (2,349)
Loss before tax BB AIE R (78,417) (561,448)
Income tax FR1S %t 7 - -
Loss for the period MR 8 (78,417) (51,448)




EREREEERLET —ZT_TFHHRE

CONDENSED CONSOLIDATED INCOME STATEMENT (CONTINUED)
HHEERER ()

For the six months ended 31 December 2020 # %2 = F = FF+ = =+—H1-1EA

(Unaudited)
(REBER)
Six months ended
31 December

BEZ+=-A=+-—H
IER{EA
2020 2019
ZECIEF —T-NF
Note HK$’000 HK$'000
KiaE FiT T
Attributable to: FEAE
Owners of the Company ~ AAREEA A (74,286) (46,768)
Non-controlling interests ~ FEIZEA&#E S (4,131) (4,680)
Loss for the period HEEE (78,417) (61,448)
Loss per share sREE
— Basic —EAK 9 HK(5.39) cents HK(3.51) cents
Al P
— Diluted — 8 9 HK(5.39) cents HK(3.51) cents
B el




Xinyang Maojian Group Limited

Interim Report 2020

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
HHGEE2ERA®RE

For the six months ended 31 December 2020 # %2 = F = FF+=H=+—H11EA

(Unaudited)
(RBER)
Six months ended
31 December

BEt+t=-A=t—H
IER{EA
2020 2019
—ERIEEF —ZNF
HK$’000 HK$'000
Fix FAT
Loss for the period HEEE (78,417) (61,448)
Other comprehensive income BRBiEEMmEE
after tax: WA -
Item that may be reclassified to TAIEEEEHHEE
profit or loss: BR2EE
Exchange differences on HE GINERS
translating foreign operations EH =58 80,722 (47,483)
Other comprehensive income HEEMEE
for the period, net of tax WA HIRBE 80,722 (47,483)
Total comprehensive income HE2ERA L
for the period 2,305 (98,931)
Attributable to: PEAh
Owners of the Company ViN/NGIE 2= DN 8,062 (89,418)
Non-controlling interests SRR RS (5,757) (9,513)
2,305 (98,931)




EBERAEMARLT —T-TEHEEHE

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
BRR S M HRRRE

As at 31 December 2020 R=F =FF+=-H=+—H

(Unaudited) (Audited)
(REEEX) (fEE%)
31 December 30 June
2020 2020
—E-EHF ZETHF
+=A=+—H NA=+H
Note HK$’000 HK$’000
KiaF FHET FET
Non-current assets FRBEE
Fixed assets BEEEE 1,627,242 1,516,536
Right-of-use assets EREEE 308,891 297,376
Investment in a joint R—HEEEREZ
venture ®E 10,209 8,971
Goodwil 6l 6,546 =
1,952,888 1,822,883
Current assets RBEE
Inventories T8 24,987 7,538
Trade receivables U E 8RR 11 88,321 27,300
Prepayments, deposits and JBS7XIE ~ 5] &
other receivables E b EYGRIE 129,591 130,282
Financial assets at fair value 12 /A {EFF AIEZE
through profit or loss ZEREE 5,848 678
Bank and cash balances ~ #R1T RIREETF 34,899 8,143
283,646 173,941
TOTAL ASSETS B E 2,236,534 1,996,824
Capital and reserves B #E
Share capital A&7 12 144,821 133,993
Reserves &t 328,857 241,480
Equity attributable to A TS AL
owners of the Company ## 473,678 375,473
Non-controlling interests  FE{% IRz 48,055 53,812
Total equity R 521,733 429,285
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
AR S MR R E R (R)

As at 31 December 2020 R=F =FF+=-H=+—H

(Unaudited) (Audited)
(REEEX) (feE%)
31 December 30 June
2020 2020
—E-EH ZETHF
+=A=+—8 SNA=+H
Note HK$’000 HK$’000
KiaF FET FHET
Non-current liabilities ERBEE
Bank loans IRITE 14 17,451 18,777
Bonds payable EfIES 13 968,181 975,627
Other payables H b T RIE 189,402 175,204
Lease liabilities HEAE 2,661 3,758
Deferred tax liabilities RIETIE B E 102 102
Convertible bonds AR ES 50,234 =
1,228,031 1,173,468
Current liabilities REEE
Trade payables EINE SERE 15 96,045 55,393
Other payables and E A ERTRIE R
accruals JEETFRIE 217,428 209,819
Other loans HiER 64,648 65,716
Bank loans IRITER 14 42,273 48,527
Bonds payable EfES 13 64,256 12,641
Lease liabilities HEAE 2,120 1,975
486,770 394,071
Total liabilities HweE 1,714,801 1,667,539
TOTAL EQUITY AND BREZKREE
LIABILITIES 2,236,534 1,996,824
Net current liabilities REAEFE (203,124) (220,130)
Total assets less current #EEERREEE
liabilities 1,749,764 1,602,753
Net assets EERE 521,733 429,285




FEEEREERRLH

—E-F

—= =

FhM®E

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GLCES= o3 IR

For the six months ended 31 December 2020 {2 = F = FF = H =+—H 1A

(Unaudited)
(FEER)

For the six months ended 31 December 2020

BE-E-EETCAST-BLAMER
Attributable to owners of the Company

ARTEEAER
Fixed asset Share  Convertible Non-
Share  revaluation option bonds  Exchange  Retained controlling
capital  reserve  reserve  reseve  reserve profits ~ Sub-total interests Total
BEEE  ERE TRREX FER
R Efifif i fE  NERE REEA it k& @t
HK$000  HKS'000  HK$'000  HKS'000  HKS000  HK$'000  HKS000  HKS'000  HKS'000
TEn  TER  TER  TER  TER  TER  TER  TEr  TEn
At July 2020 W-Z=%%
tA-A 133,993 13,943 11,752 - 51,760 164,025 375473 53812 429,285
Totel compreensie  HEZEMA
income for the Period % - - - - 82,348 (74,266) 8,062 (5,757) 2,305
Exercise of share it
options 5,828 - (10,025) - - 23,180 18,983 - 18,983
Employee share options [EZERE
beneft il - - 19,555 - - - 19,555 - 19,555
Issue of convertle 7K
bonds 5 - - - %9506 - - 39506 - 39508
Conversion of SATR
convertblebonds % 5,000 - - [o) - 15000 12,099 - 12099
Changesinequty  HEERED
for the Period 10,828 - 9,530 31,605 82,348 (36,106) 98,205 (5,757) 92,448
At31 December 20200 HZZ-FF
124
=t-A 144,821 13,943 21,282 31,605 134108 127,919 473678 48055 521,733
o000 O0O0
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
ERGRE RSB ER ()

For the six months ended 31 December 2020 # %2 = F = FF+ = =+—H1-1EA

(Unaudited)
(FEER)
For the six months ended 31 December 2019
BE-T-NEt-A=t-HBLER

Attributable to owners of the Gompany

NG PN
Fived asset Share Non-
Share  revaluation option Other  Exchange  Retained controling
capital reserve resenve reserve: reserve profis ~ Sub-total  interests Total
EedE  BhE FEER

B Bt W bR OERR  REH st feit )
HKS000  HKSO00  HKB0OD  HKEOD  HKBOO0  HKSOD  HKSO00  HKS00  HKS00
TAT  TRT  TEm  TEn  TEn  TEn  TEn  TEn  TER

At1 July 2019 RIZ-NE
th-H 133,243 10,562 11,088 87 110056 535,186 801,12 63787 864,909

Totel compreensie  HEZEMA
ncome for e Period 58 - - - - {650 (6TeY 89419 O3  (@89B)
Exercise of share options {7{FEE I E 300 S 94 = = 769 975 o 975

Changes in equty il ey )
R v . R - T L I

At31 December 2019 R=F-hE
24
=t-H 193543 10562 11,80 87 67406 480187 712679 54274 766,93




EBEREMERAT —F-TEPHRS
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

%%ﬁ%ﬁﬁﬁ%

For the six months ended 31 December 2020 # %2 = F = FF+=H=+—H11EA

(Unaudited)
(REEFZ)
Six months ended
31 December

BZ+=-A=+—H
1E7{E A
2020 2019
HK$’OOO HK$’000
Tt Tt
NET CASH (USED IN)/ K (FTA),/
GENERATED FROM FriszBE
OPERATING ACTIVITIES B (62,025) 28,563
NET CASH USED IN INVESTING ®R&EEFTA~
ACTIVITIES BEFE (16,322) (11,261)
NET CASH GENERATED BMEEBRE
FROM/(USED IN) (FTA) 28 €
FINANCING ACTIVITIES B 104,274 (17,553)
NET INCREASE/(DECREASE) RERBELEME
IN CASH AND CASH BEE &,
EQUIVALENTS (R )5 25,927 251)
EFFECT OF FOREIGN ERSH o FE
EXCHANGE RATE CHANGES 829 705
CASH AND CASH EQUIVALENTS HiI1E4RES
AT BEGINNING OF PERIOD Z(E1EE 8,143 7,185
CASH AND CASH EQUIVALENTS HIXBE4RES
AT END OF PERIOD Z[EER 34,899 7,639
ANALYSIS OF CASH AND HERBELEME
CASH EQUIVALENTS BHE D
Bank and cash balances SRITRRE SR 34,899 7,639
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BRGRE M RRME

For the six months ended 31 December 2020 # %2 = F = FF+=H=+—H11EA

1.

BASIS OF PREPARATION
AND ACCOUNTING POLICIES

These unaudited condensed consolidated
financial statements have been prepared in
accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”
(“HKAS 34”) issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”)
as well as with the applicable disclosure
requirements of Appendix 16 to the Rules
(the “Listing Rules”) Governing the Listing of
Securities on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

These condensed consolidated financial
statements have been prepared on the historical
cost basis except for certain properties and
financial instruments that are measured at
revalued amounts or fair values, as appropriate.

As at 31 December 2020, the Group had
net current liabilities of approximately
HK$203,124,000 and incurred a loss of
HK$78,417,000 for the Period. These
conditions indicate the existence of a material
uncertainty which may cast significant doubt
on the Group’s ability to continue as a going
concern. Therefore, the Group may be unable
to realise its assets and discharge its liabilities in
the normal course of business.

1.

RAREER S BOR

WERAREZERAR S M BHRER
EREmEBEAG((FE
BREAE)RMzE LG E
RIS 345% [ BRI RS 1 ([ & HE
BEFERISE4N AR FBH S
R HMER AR ([BERFT])ES
ERANT Em#RA ) MEE 175
ZERBEREREL

ZEERRAMBHRROIRES
RAERERS  WEBSERRD
FE(ER)EHNE TWER
ST ARSI -

RZZEZZEF+=_A=+—
H AEENRBAGFELY
203,124,00078 7t © WA HIME
A B8 78,417,000/ 7T © i H Ak
MRPFEERTEEM - s
REE B ERE NERER R
Rt - AREE A AR ERE
HREREEEEERBITEA

=



FEEREERRLH

SR CTEEHRE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B B4R & B 3% 3R & B = (AR

For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

1.

BASIS OF PREPARATION
AND ACCOUNTING POLICIES
(Continued)

In preparing the condensed consolidated
financial statements, the directors of the
Company have given careful consideration
to the current and anticipated future liquidity
of the Group and the ability of the Group to
achieve profitable and positive cash flows from
operations in immediate and long terms. In
order to strengthen the Group’s capital base
and maintain sufficient financing necessary for
future business development, the directors have
taken the following plans and measures:

- The Group had several idle right-of-
use assets located in Mudanjiang City,
Heilongjiang Province, the PRC with a
total carrying amount of approximately
HK$106,478,000. These right-of-use
assets are available to be disposed
of, which have a total market value of
approximately HK$237,439,000 with
reference to the estimated market
approach analysis of the right-of-use
assets carried out by an independent
third-party valuer, in the event the Group
requires further financing.

= The Group will apply cost cutting
measures to reduce administrative
expenses and cash outflows for the next
twelve months.

1.

RREERETBOR
(#0)

REEHAES MBHRRE - AR
RAESCEEEEAEE BT R
BRARERBES  URAKE
HERNEs R R ENZE R = B A o IE
HIRTMENEEN - BINRAE
B ) B ANEL B R M4 R R R R B
RIFFNZRES  EEERM
VAT &8I R it

- AEEHEBHEMARFEH
EREIAHSITHEE
FREESE REAEY
75106,478,000/8 7T ° A
SETHEE/ME  ZE5®
AEEEATHE £2
EWRBILE=HHER
HEAEEEETAAT
BiED % - HBRWEY
75237,439,00078 7T °

- AEEBERK+ @A
PERERHRAR A B+ R
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B B4R & B 3% 3R & B = (AR

For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

1.

BASIS OF PREPARATION
AND ACCOUNTING POLICIES
(Continued)

Based on the above plans and measures, the
directors are therefore of the opinion that it is
appropriate to prepare the financial statements
on a going concern basis. Should the Group
fail to achieve the abovementioned plans and
measures, it might not be able to continue
as a going concern, and adjustments would
have to be made to the consolidated financial
statements to adjust the value of the Group’s
assets to their recoverable amounts, to provide
for any further liabilities which might arise and
to reclassify non-current assets and liabilities
as current assets and liabilities, respectively.
The effects of these adjustments have not
been reflected in the consolidated financial
statements.

Other than additional accounting policies
resulting from application of amendments to
Hong Kong Financial Reporting Standards
(“"HKFRSs”), the accounting policies and
methods of computation used in the condensed
consolidated financial statements for the six
months ended 31 December 2020 are the
same as those presented in the Group’s annual
financial statements for the year ended 30 June
2020.

1.

RREERETBOR
(#0)

HEp B st 8 e - EEE L
RE BB EEREITE
BRERBRE - MAKEREEE
B St 3N - BIRTRE DA
BEERFERERE  MAY
RAMBRREHFE - AHE
AEENEEREEE RS
B RAUBELNTFNEMERE
FHERE  LHFERDEENE
BEAREMDERRDEERA
& - ZFHABNPZEL RERE
BTSRRI -

BRI BB B S 2R
((BEMBHREER DGR
MWRINGF BRI BE—F—
TEF_A=F+—HLEREAZ
AR A MR B & TR
MEtBE I ARARERE_—T—
ZERA=ZTHLEFEZFEY
R APAZ25EER -



FEEREERRLH

SR CTEEHRE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B B4R & B 3% 3R & B = (AR

For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

2.

APPLICATION OF
AMENDMENTS TO HKFRSs

In the current interim period, the Group has
applied the Amendments to References
to the Conceptual Framework in HKFRSs
and the following amendments to HKFRSs
issued by the HKICPA, for the first time,
which are mandatorily effective for the annual
period beginning on or after 1 July 2020 for
the preparation of the Group’s condensed
consolidated financial statements:

Amendments to HKAS 1 and HKAS 8
BRI EAE 1R BB
F85k (IEFT4)
Amendments to HKFRS 3
BBV IEREERIESR (BFTA)
Amendments to HKFRS 9,
HKAS 39 and HKFRS 7
BBV IEHRELERER -
BB TR FEI95 KB BIIE
EHERIE TR (BRTA)
Amendments to 16

BB REERF 165 (BRI A)

The application of the Amendments to
References to the Conceptual Framework in
HKFRSs and the amendments to HKFRSs
in the current 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
condensed consolidated financial statements.

2.

P FA B B IS SR 2
IPATHES

RAFRHHE - AEED 8XE
REBSMASBRMNEEY
B E LRI SELR 5t 2 B AT
AR THNEREHBHREER Z &
A BRI RAEAREEZ
BAGRAMBEHRERN T _F4F
tHA-B kAR ZFEHME
SR TBIAE R

Definition of Material
EEMFER

Definition of a Business

REZEZE

Interest Rate Benchmark Reform

FEEEE

COVID-19-Related Rent Concessions
COVID-1918// 7 % Z )%

BTSRRI S - R BB A e
BRI S E 2R 3 it
ZEEARRE B REEA
i ST A A 7 o O B B
R B ERR R R IR KR
ARG A M SRR E 2 RE
SEEREAYE -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B B4R & B 3% 3R & B = (AR

For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

3.

FAIR VALUE
MEASUREMENTS

The carrying amounts of the Group’s financial
assets and financial liabilities as reflected in the
condensed consolidated statement of financial
position approximate their respective fair values.

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

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

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

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

The Group’s policy is to recognise transfers
into and transfers out of any of the three
levels as of the date of the event or change in
circumstances that caused the transfer.

The recurring fair value measurement of the
financial assets at fair value through profit or
loss was using Level 1 as at 30 June 2020 and
31 December 2020.

3.

AT (AR

EAER A M EARRIBRATIRA
SEcREENERABEZER
BEEAZHZAFERS

AFERMS2EEGCHERE
TZERFRZGHEE-REE
PTUER S $8 % — B R EM T 2
B - U I REBEZATEFTER
RAFESHEES - B REKSE
RAFTERTFEZ hERM 28
ABEDR=F  #FBEOT :

F1RBARE : AEE A
BAMBZAREEXABRER
PR I5 2 B CREHE) -

FRBABIE - BRE1RREN
Sh - BN A EE K HERBERE
ZEAEXEEHABUE

E3RBARE - BEEXEEZ
RSB AR o

REBZBRENBREE 8
BEBREZEMBEZHZA -
R AR = ARFIERZ—

RZE_ZTFA=FHE=Z
—EFE+_A=+—8 "  EAYF
Bt \ Bz eREEZKET N
A EFEEFERAFE IR -



For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

4.

EBEREMARLT —T-TEHEERE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B B4R & B 3% 3R & B = (AR

REVENUE

Revenue represents the net invoiced value
of goods sold and services provided, after
allowances for returns and trade discounts, and
after eliminations of all significant intra-group
transactions during the Period.

4.

W 58

s 45 0 AR AR FN R R B 1A
REEFM - THHEEAR A
Mz BARBEMFZHE
Em R RHRGERFE -

2020 2019
ZEIEF —T-NF
HK$’000 HK$'000
FExT FIT

Continuing operations: BEREEK
Heat supplying services ERE e IR TS 132,723 135,843
Electricity supplying services & 17 & iR 75 7,167 4,809
Sales of calcium carbide SHETR(LEE - =
Sales of lime powder SHEAKHD 14,189 8,471

Facilities of construction SR e R ER AR TS

services - 524
Sales of wine HE N 68,971 =
223,050 149,647
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B B4R & B 3% 3R & B = (AR

For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

5.

SEGMENT INFORMATION

The Group’s reportable segments are strategic
business units that offer different products.
They are managed separately because each
business requires different technology and
marketing strategies. The Group has six
reportable segments as follows:

Heat and power — generation and supply of
heat and power;

Calcium carbide — manufacture and sale of
calcium carbide and lime powder;

Construction services — construction and
monitor of public facilities construction;

Polyvinyl-chloride — manufacture and sale of
polyvinyl-chloride;

Vinyl acetate — manufacture and sale of vinyl
acetate; and

Beverage — sales of wine.

The accounting policies of the operating
segments are the same as those described in
the Group’s 2020 annual financial statements.
Segment profits or losses do not include fair
value gains/(losses) on financial assets at fair
value through profit or loss, share of results of
a joint venture and corporate administrative
expenses. Segment assets do not include
bank and cash balances, financial assets at
fair value through profit or loss, investment in
a joint venture and corporate assets. Segment
liabilities do not include bank loans, bonds
payable, convertible bonds, bond interest
payable, other loans and other payables and
accruals for general administrative use.

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

5.

7 HRPE R

AEEZAHEDBRRENR
Em  REERBEL - ERE
TR 3 75 P 75 5 01 % T 35 HE BB 2R g
TRMBLZER - REEFNUT
NMERHREDEL

REERE S — L E R ERER
B

BLHE — B R BB S RE
8

BERY - ERERERARARE
e

RELR/—FENHERR LS

BEZKE - HERKERKD
%R

R — SHETEE -

BREN B2 I BEREAREE
—R_DEFERPHRRAAE
PR o 2 H 0 A s B R I AT A
BAFEAAEBGZEBEER
FEWE(FER)  BiE—Ha
BEZEBERRNBTERAX
DHREE  N—REEEEZR
BYEFARTRESET &
NP EHABRSEZEMEEAR
REVEE - » A AL EET AR
TER  EMNES  AJHRRE
7 BRESHE - EAEFA
R Bt A R B — AR TT R AR i
ZIEETFOA -

AEBRAFE=EHZHENL
(BRI mE)FHE 2 A H
EREE -



EBEREMARLT —T-TEHEERE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B B4R & B 3% 3R & B = (AR

For the six months ended 31 December 2020 # %2 = F = FF+ = =+—H1-1EA

5. SEGMENT INFORMATION 5. oEEFRGE)
(Continued)

Information about reportable segment profit or BT HE D 2w F BB -

loss, assets and liabilities: BERBGEZER :
(Unaudited)
(REEH)
Heatand  Calcium Construction  Polyvinyl- Viny!
power carbide  services  chloride acetate  Beverage Unallocated Total
HER
g RS  ERBE  BECE  RMZR B0 AR szt
HKS000  HKS000  HK$000  HKS'000  HKS'000  HK$000  HK$'000  HKS000
Tn TER TEn TEn Tén FéEn Tén  TEn
Six months ended gt 3
31 December 2020 TZA=1-A
trfER
Revenve fomextemal  JMFEFMGE
customers 139,890 14,189 - - - 68,971 - 223050
Segment profi/oss) A/ (&8 43242 (41,009 ) (1,490) (321) 4286 (82969 (78417
Asat 31 December 200 H=F=%f
TZA=1-A
Segment assets SUEE 821427 1,130,825 85,423 57,825 40439 43,685 56,910 2,236,534
Segment liabilties PHaE 237682 238,000 34,893 16,751 2,19 R0 1,131,986 1,714,801
(Unauated)
(FEER)
Heat and Galcium  Construction Polyvinyl- Viny!
power carbide services chloride acetate  Unallocated Total
A
g WS BRRE  BACE  BELR AR &
HK§'000 HK§'000 HK§'000 HK$ 000 HK$ 000 HK$000 HK$000
AR FhRL FERL AT AT FAT AT
Six months ended HEZS-NE
31 December 2019 tZR=1-H
1R
Revenue from external PRzPhE
customers 140,652 8471 524 = = = 149,647
Segment proft/{oss) AaF/ (58) 51,839 (245678) (687) (6,237) (5,99) (85,689) (51,448)
As at 30 June 2020 RZB2%%F
~A=TA
Segment assets PHEE 632528 1094580 78,967 53,699 37,382 99668 1996824
Segment liabilties ABEE 186,658 210,235 2122 14,343 2097 1133214 1567539
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B B4R & B 3% 3R & B = (AR

For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

6. OTHER INCOME 6. HA
(Unaudited)
(RESEZ)
Six months ended
31 December
BEZ+=-A=t+-—H
1E75{E A
2020 2019
—ECEHF —E-NEF
HK$’000 HK$’000
FExT FHT
Bank interest income RITHBUA 1 92
Other interest income EAb A BHA 71 1,168
Construction income of RREBIER
installation of pipe A 2,397 1,017
Property management LIES=REN VTN
service income 144 1,814
Sundry income FEEWA 1,073 412
3,686 4,503
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B B4R & B 3% 3R & B = (AR

For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

7.

INCOME TAX

7.

Frig®i

(Unaudited)
(REEFZ)
Six months ended
31 December

BE+=-A=1-8
LEAMEA

2020 2019

—e-2E —En4

HK$’000 HK$’'000

FHR AT

Current tax BNERRSEIE

No provision for Hong Kong Profits Tax has
been made as the Group did not generate any
assessable profits arising in Hong Kong during
the Period (2019: Nil).

Tax charge on profits assessable elsewhere has
been calculated at the rates of tax prevailing
in the countries in which the Group operates,
based on existing legislation, interpretation and
practices in respect thereof.

No provision for PRC enterprise income tax has
been made as the Group has sufficient tax loss
brought forward to offset the profit generated
during the Period (2019: Nil).

HRAEERN YR L EEEBE
HEAERERTE R - F Ut I
BEMNEHAREE(ZE A
FE|)-

Hfth 30 [ B ER 4 ) 2 IR 2
TR AR B L X ERR
BRIBE  REZZHRAFE
Bl - 2ERESIEE -

HRAEERNHRAE EE TR
T8 7% 5 18 LA K 85 P EE AE B ) -
B 4 e B (b S PTIS AR AT He i
B(ZZE—NF : |) o
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RS MR RRM T (&)

For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

8. LOSS FOR THE PERIOD

The Group’s loss for the Period is stated after

charging the following:

HIBEE

AEENHHE Z BIEE R T

BIRGIIR :

(Unaudited)
(RIGEX)
Six months ended
31 December

BEt+t=-A=t—H
1IEAER
2020 2019
—E-EF —T—hF
HK$’000 HK$'000
FiT FHET
Depreciation of fixed assets ~ ElE &= TE 39,961 44,891
Depreciation of right-of-use  {F A EITE
assets 4,203 -
Allowance for receivables FEMGRIB R
— trade receivables — B E 5 ERIA - 4,289
— other receivables — E b E Y TE - 3,036
Factory overhead incurred ~ ZESREEZ
during suspension of IHRBEEAX
production 27,041 23,795
Staff costs (excluding BIRACTEIE
Directors’ emoluments): BEMe) :
Wages, salaries and I. - HFaek
benefits in kind EWHE= 16,702 17,177
Employee share option B TRERERT
benefits 19,555 -
Retirement benefits scheme 3R {R& Tzt 2]
contributions HK 3,821 3,951
Directors’ emoluments E5E 800 671
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

9. LOSS PER SHARE

(@)

(b)

Basic loss per share

Calculation of basic loss per share
attributable to the owners of the
Company is based on the loss for
the Period attributable to the owners
of the Company of approximately
HK$74,286,000 (2019: HK$46,768,000)
and the weighted average number of
ordinary shares of 1,377,576,936 (2019:
1,382,968,303) in issue during the
Period.

Diluted loss per share

For the Period and the six months ended
31 December 2019, the diluted loss per
share was the same as the basic loss per
share as the computation of the diluted
loss does not assume the exercise of
the Company’s share options because
assumption of exercise of the share
options would result in a decrease in loss
per share.

10. CAPITAL EXPENDITURE

During the Period, the additions to fixed assets
including the construction in progress in the
PRC were approximately HK$2,322,000 (2019:
HK$3,849,000).

9. BRERE

(@) BREXEER

ARAEHEREAEBESR
EARNEBETIBEAR A
FEEAELHBABEEBEY
74,286,000 L(=ZF— N1
£ : 46,768,00078 7T ) & Hf
B 217X AR N AE
£01,377,576,936 1 (= &
—H4F :1,332,968,3030% )
FTE -

SREHER

Fh DA &1 S0 559 5 48 I 3 4
BERATEA D RLZ B
(RERBRITEBRES
YRR - W
MEREE-T-NE+=
A=+—-ALA~EAERK
B SRR RS
EE

(b)

10. EXFAX

REEA - REETEE(HR
BFHhEEEIR)Z2EBO5
2,322,000 L (=T — h&F :
3,849,000/ 7T) °
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

11. TRADE RECEIVABLES 1. EWE S IRE
The Group’s trading terms with customers are AEBEFEZREEHERTSHET
mainly on credit. The credit terms generally X5 EH—KNF60£E180
range from 60 to 180 days (30 June 2020: 60 H(ZZEZZFA=+H:60
to 180 days). The Group seeks to maintain £180H) o AEE B #FFERAE
strict control over its outstanding receivables. P B R ER EURERIE - A AR
Overdue balances are reviewed regularly by the THHEE B TR -
management.
The ageing analysis of trade receivables, based AT A EWE 5 BRI (R &
on the invoice date, and net of allowance, is as ) IREE BB BRER DT
follows:
(Unaudited) (Audited)
(REER) (fEZ)
31 December 30 June
2020 2020
—ECEF s 02
+=A=+—8 NA=t18E
HK$’000 HK$'000
FHT T
Within 30 days 30BN 35,953 396
31 to 60 days 31£260H 30,913 194
61 to 90 days 61£290H 11,022 556
91 to 120 days 912120H 150 793
121 to 150 days 1212150H 2 619
151 to 180 days 1512180H 9 553
181 to 365 days 1812365H 2,349 17,834
366 to 720 days 366E720H 7,923 6,355
88,321 27,300
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

12. SHARE CAPITAL 12. BRA
(Unaudited) (Audited)
(REBER) (K5 %)
31 December 30 June
2020 2020
—ECEH —ETHF
+=—A=+—H ~NA=1H
HK$’000 HK$’000
FHET FAT
Authorised JETE
5,000,000,000 ordinary 5,000,000,000/%
shares of HK$0.10 each FAREEO0.10
BT 2 Tk 500,000 500,000
Issued and fully paid BEITRET
1,448,207,319 (80 June 1,448,207,3190%
2020: 1,339,927,319) (—E-_THF
ordinary shares of NA=t+H:
HK$0.10 each 1,339,927,319
1% ZAREE
0.1087T 2
LB 144,821 133,993
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

12. SHARE CAPITAL (Continued) 12. IR (40)

A summary of the movements in the issued ANARZBEBEITRANEAR 2 &
share capital of the Company during the Period FERB AT
is as follows:
Number of
ordinary shares
issued Par value
BT
ZERHE HE
000 HK$'000
Fi& FAT
At 1 July 2019 R=ZT—hF
+tH—H 1,332,427 133,243

Issue of shares on exercise ~ FEfT{EEEALHE T

of share options (note a) BT’ (Kl 5Fa) 7,500 750
At 30 June 2020 and RZZE_TF
1 July 2020 NA=t+BER
—ERTF
+HA—H 1,339,927 133,993

Issue of shares on exercise of F1T{EEER%FE M

share options (note b) BT (Hi5EDb) 10,780 1,078
Issue of shares on exercise 77 {# B BAE M

of share options (note c) BATRRAD (Hi7zc) 47,500 4,750
Issue of shares on conversion #2342 A] # % & 5

of convertible bonds MEITARD

(note d) (Bi5tad) 50,000 5,000
At 31 December 2020 RIZT-ZTF

+ZA=+—H 1,448,207 144,821
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the six months ended 31 December 2020 # % —

CE G

12. SHARE CAPITAL (Continued)

Note (8): On 28 November 2019, 10 March 2020 and

24 April 2020, the subscription rights attaching
to 7,500,000 share options issued pursuant
to the share option scheme of the Company
were exercised at the subscription price of
HK$0.325 per share, resulting in the issuance
of 7,600,000 shares of HK$0.1 each for a total
cash consideration of approximately HK$2.4
million which was used for general working
capital.

Note (b): On 13 July 2020, the subscription rights

Note (c):

Note (d):

attaching to 10,780,000 share options issued
pursuant to the share option scheme of the
Company were exercised at the subscription
price of HK$0.345 per share, resulting in the
issuance of 10,780,000 shares of HK$0.1 each
for a total cash consideration of approximately
HK$3.7 million which was used for general
working capital.

On 4 August 2020, 25 August 2020, 4
September 2020, 15 October 2020 and
9 November 2020, the subscription rights
attaching to 47,500,000 share options issued
pursuant to the share option scheme of the
Company were exercised at the subscription
price of HK$0.325 per share, resulting in the
issuance of 47,500,000 shares of HK$0.1 each
for a total cash consideration of approximately
HK$15.4 million which was used for general
working capital.

On 23 December 2020, 50,000,000 shares
were [ssued upon conversion of convertible
bonds.

$ot 75 R 2% MY A (4R

E_FFf —A=F—HINEA

12. BRA ()

Kiat(a) -

Htat(b)

Hizc)

Hiet) -

REFE—NEFE+—A=1/
A \:?7%@%*/’%’7‘5&
—E-FFNAH 1M -
RIEAR L rIBIRESE 7T

2 7,500,00017 fE R HEHT 72
BB R70.325/8 7T
R BREITIE - L HET
7,500,000/% # #R0.1)& 7.2
R17 - MBS KBRI2485
BT EFE—MEELS -

R-FZFFLAT=A

RIEAR L rIEREE 7T
2 10,780,00017 #& R 1Z T 75
Zﬂ%féﬁﬁ/&@z 170.345/%
ZIREBIEITE - B
ﬁ 10,780,0008% &%0. 17T
o 4@15%1%{5273 7E
EETEHIE—MEERE °

-5‘(37;7, F/NAMA -

FE-FFNA= +£H
—E-TFEAAMA -
—FEF+A+HA & =
—FFE+—ANA - fﬁf/f
KRG ERIE B ZF7T.Z
47,500,00017 BRI 5.2
IR IR IZ R AR (70.525/8 7T
BB IEEITIE - AT
47,500, 000/%%@@%0. 182
R17 - HHEEEBLI154F
,%757:5/%/75 MLELS o

FE-TFF+=—H=+=
A - 50,000,000/ % 17 4582
PR ATIE R EHEFEAT o
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

13. EfffES

13. BONDS PAYABLE

The movement of the bonds payable is as EEFZEBWT ¢
follows:
(Unaudited) (Audited)
(REER) (&%)
31 December 30 June
2020 2020
ZECERF —EETF
+=A=+—8H NA=18
HK$’000 HK$’000
FBT FHT
Carrying amount at the REHFH2
beginning of period/year BREE 988,268 906,361
Repayment of bonds BEESR (2,000) (11,250
Interest charge for B\ ERN
the period/year A BRI 48,469 98,606
Interest paid for N, FRZ
the period/year BERFE (2,300) (5,449)
Carrying amount at the RERRR S FIRZ
end of period/year BREE 1,032,437 988,268
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA
13. BONDS PAYABLE (Continued)

The bonds were repayable as follows:

13. ERES @)

RFFIATN ST A EE

(Unaudited) (Audited)

(RESEZX) (Fe&%)

31 December 30 June

2020 2020

—EIEF —TTF

+=HA=+—H ~NA=1+8

HK$’000 HK$'000

Tt Tt

Within one year —F A 68,841 12,641
In the second to fitth years S _FEZFHF

inclusive (BEERWE) 1,280,127 1,192,277

After five years hFE 99,700 245,550

1,448,668 1,450,468

The bonds payable are unsecured and interest ENESAEEMLIZE 8 %&3

bearing at coupon rates of 3% to 12% (30 June

2020: 3% to 12%).

The bonds payable are measured at amortised
cost, using the effective interest method, and
the effective rates are ranging from 2.2% to
18.92% per annum (30 June 2020: 2.2% to
18.92% per annum) after taking into account
the transaction costs directly attributable to the

issuance of the bonds.

EZ12EFE(ZE =24 A

=18 :3EE12E) -

18.92)F) °

JE - (B 55 DA B BR ) SRR 4 8 Pk
RErE - KRt RBETESEERE
HZR5ERAR  BEEFEFMEN
To2BE18RE(Z T -TF
ANA=ZTAH  FRENF22EE
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

14. BANK LOANS

The Group’s bank loans are repayable as

14. SR1TER

REE 2 RITEFRER T HIHMHE

follows: B -
(Unaudited) (Audited)
(REEXR) (FeE%)
31 December 30 June
2020 2020
ZECERF —EETF
+=ZA=+—8H NA=18
HK$’000 HK$'000
FBT T
Term loans subject to a ABFESERZ
repayment on demand TEEER
clause 7,115 15,805
Within one year — R 35,158 32,722
In the second year EF 2,725 2,725
In the third to fifth years F=FFRF
inclusive (BREEREMSE) 8,526 8,526
After five years hk 6,200 7,526
59,724 67,304
Less: Amount due for A T=EAR
settlement within FEEE
12 months (shown FIA(FIE
under current liabilities) mEBE) (42,273) (48,527)
17,451 18,777
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

14. BITER

14. BANK LOANS (Continued)

The carrying amounts of the Group’s bank

&)

AEBRITERZEREETIAT

loans are denominated in the following 5| EHEEHE -
currencies:
(Unaudited) (Audited)
(REBEZ) (fe&Et%)
31 December 30 June
2020 2020
—ECEF —ROEE
+=-A=+-H NA=+A
HK$’000 HK$’000
FERT FAT
Hong Kong dollars BT 20,120 21,446
Renminbi AR 39,604 45,858
59,724 67,304
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

15. TRADE PAYABLES 15. ERHESIRE
The Group normally obtains credit terms REE-—REEHERNLS TI0E
ranging from 30 to 120 days (30 June 2020: 30 120B(=ZZE=FFA=+H:
to 120 days) from its suppliers. 30E120R) Zf=EH -
The ageing analysis of trade payables, based T ARERMNESRBEZERE M
on the date of receipt of goods, is as follows: HEJ2 7 2 BRER DA :
(Unaudited) (Audited)
(RESEZX) (FeE%)
31 December 30 June
2020 2020
—ECEF s 02
+=A=+-8H ~A=+AH
HK$’000 HK$'000
FERT FAT
Within 30 days 30BN 44111 7,317
31 to 60 days 31£260H 10,090 5,640
61 to 90 days 61290H 9,227 1,395
91 to 120 days 91£F120H 3,331 304
121 to 365 days 121£365H 7,118 17,165
Over 365 days HHBi@365H 22,168 23,572
96,045 55,393
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SR CTEEHRE

E_FFf —A=F—HINEA

16. CONTINGENT LIABILITIES 16. HAREE

For the six months ended 31 December 2020 # % —

On 19 November 2012, China Electricity
Construction Consultant Group Dongbei
Electricity Design College* (the “Plaintiff”)
filed a writ (the “Writ”) with the high court
of Heilongjiang Province in the PRC (the
“Heilongjiang High Court”) against Mudanjiang
Better-Day Power Limited (“Mudanjiang BD
Power”), an indirect wholly-owned subsidiary of
the Company.

Mudanjiang BD Power had contracted the
Plaintiff to construct certain coal-powered
electricity generating facilities at the business
address of Mudanjiang BD Power (the
“Contract”). Owing to the alleged delay in the
progress of construction, the Plaintiff claimed (i)
the payment of the contract sum in the amount
of approximately RMB42,700,000 and the
interest thereon; (ii) the grant of the first priority
right to receive payment from Mudanjiang BD
Power in respect of the subject construction
project under the Contract; (iii) damages in
the sum of approximately RMB13,300,000 for
alleged termination of the Contract; and (iv) the
legal fees arising from the action. The Company
has been seeking legal advice in respect of
the Writ on the dispute in the payment for the
Contract since December 2012. According to
the management of Mudanjiang BD Power,
the construction work had been slowed down
because the financial resources available
for the project development were tied up by
unfavourable business operations since 2009.

*  For identification purposes only

R=-ZE——F+—A+hB &
FENIEBARSEERILENE
AR(TREDATRBEIES
LAk ([ B IB S5 iR
HEARREEZENB AT
I EEREERAR(MHAT
EABE ) 2SS -

ﬁﬂi%aﬂ*hﬁ#ﬁﬁﬂ%

BREEEMIB 2 ETHKES
mLﬂI&%M$E¢UA
[ - ARIERERTIZEEH
T REHR(IZNERSES
HH AR #42,700,0007T K E F
B (iRt & RIE T EEEH
IHH Q &ki’r/lfx H iﬁ?&”&HY\/T)\
ZESTELRE  (IFARBRIEES
B 85 (B A & 4 A R ¥ 13,300,000
TG RVFRAEEZARER -
AARIEZZE—=—F+=-AK—
HREMARNRERZZSHE
Ai%nﬁ BEHFHIER 2

EEEEMN  ERIBEERE
&EEKTLEE%F@%ZM
BERE _ZTNFRANFE
BRI M AR,
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16.

17.

CONTINGENT LIABILITIES
(Continued)

On 25 October 2018, the Heilongjiang High
Court had adjudged that Mudanjiang BD
Power was liable to compensate the Plaintiff for
approximately RMB36,700,000 with interest.
Upon the end of the Period, Mudanjiang BD
Power was negotiating with the Plaintiff to
continue the construction of the coal-powered
electricity generating facilities. Once the
performance of the Contract is resumed under
the mutual agreement between Mudanjiang BD
Power and the Plaintiff, part of the damages
granted may be absorbed in the cost of
construction.

The management has made sufficient provision
for the legal action and believes that a favorable
settlement could be reached with the Plaintiff.

16.

HAREE @)

R=ZFE—N\F+A=+HA " B
EIsSiRe S IE
HREERNREFEOARE
36,700,000 7t 2 [A A1 & ° A Hf
KE - HATEBATERGH
TR NWEERREREER
Mo AR —RH A TERAE SR
REEHRETEHNT © HBH
AR BB AT BE BN IR AN A R SE AR
NG

B EE BT AT IR T B
- MARME P B R PR E A
AR

CAPITAL COMMITMENTS 17. EREE
The Group’s capital commitments at the end of REEEER  AEE 2 EARK
the Period are as follows: W -
(Unaudited) (Audited)
(REEZX) (f&&%)
31 December 30 June
2020 2020
—EIEH ZETHF
+=A=+-—AH ~NA=+H
HK$°000 HK$'000
FExT FHET
Contracted, but not provided = &I 4B ARRERE :
for:
Buildings and construction in £ R IEE T2
progress 38,433 35,563
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For the six months ended 31 December 2020 &% = F = FF+ = H=+—H 1 1EA

18. EVENTS AFTER THE 18. HEHMBRER
REPORTING PERIOD

On 2 February 2021, Mudanjiang Longjin Wine R-ZE-_—F-_A—-H HMHT
Co., Ltd.*, being an indirect wholly-owned EEOEERAR(AARMEESE
subsidiary of the Company, and the vendors B A R])HEE 5 B I R
entered into a sales and purchase agreement HKEMBERRRA A Z 2 3PIE
for the acquisition of the entire equity interest RNV E B - RERSEES
in Beijing Yaolai Longwei Wine Co., Ltd* for a T BASEEBTRE RET
consideration of HK$80 million, which shall be R BBISAEBTTHALEE
satisfied by HK$5 million payable in cash and AT e

the issue of a promissory note in an aggregate
principal amount of HK$75 million.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE WD

INTERIM DIVIDEND

The Directors have resolved that no interim dividend
will be declared in respect of the Period (2019: Nil).

MANAGEMENT DISCUSSION
AND ANALYSIS

Business Review

Following the outbreak of COVID-19 since January
2020, the economy of the People’s Republic of China
(the “PRC”) had been negatively impacted. Despite
improvements in the economy during the Period, the
Group suffered from this and as a result, recorded a
loss of approximately HK$76 million. The production
capacity of the coal-related chemical production
division during the Period had still not yet been fully
utilised, which incurred idle operating costs.

For the Period, revenue of the Group amounted
to approximately HK$223 million, representing an
increase of 49% when compared with that of the last
corresponding period.

Loss attributable to the owners of the Company for
the Period amounted to approximately HK$74 million,
representing an increase of 59% when compared with
that of the last corresponding period.

During the Period, the increase in the Group’s revenue
was mainly attributable to the new source of revenue
from the beverage business.

The Group’s selling and distribution costs for the
Period was approximately HK$18 million, representing
an increase of approximately 65% when compared
with that of the last corresponding period. The
increase in selling and distribution costs resulted
from the expansion of heat supplying area during the
Period.
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The Group’s administrative expenses for the Period
was approximately HK$47 million, representing an
increase of approximately 21% when compared with
that of the last corresponding period. The increase
in administrative expenses was mainly due to share
option expenses.

The Group’s other operating expenses for the Period
was approximately HK$27 million, representing an
increase of approximately 14% when compared with
that of the last corresponding period. The increase
in other operating expenses was mainly due to the
suspension of plant and equipment of Heihe Longjiang
Chemical Limited (“HLCCL”) during the Period.

Heat and power division

During the Period, the heat and power division
recorded a revenue of approximately HK$140 million
from external customers (2019: HK$141 million), in
which income from supplying heat for the Period
was approximately HK$133 million, representing
a decrease of approximately 2% compared with
that of the last corresponding period. The decrease
was due to the devaluation of RMB. Segment profit
of approximately HK$43 million was achieved,
representing a decrease of approximately 17%
compared with that of the last corresponding period.
The decrease in segment profit was mainly due to the
increase in maintenance cost.

Apart from the expansion of the residential heat
supplying area, the management of the Group had
also closely monitored the operation to reduce coal
and energy consumption and avoid wastage so as to
increase the profit from our heat and power generating
facilities.
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Coal-related chemical production division
The coal-related chemical production division included
the calcium carbide segment (the “CC segment”), the
polyvinyl-chloride segment (the “PVC segment”) and
the vinyl acetate segment (the “VA segment”).

During the Period, the CC segment recorded a
revenue of approximately HK$14 million (2019:
approximately HK$8 million) from external customers,
representing an increase of approximately 68%
compared with that of the last corresponding period.
Despite the suspension of the production line for
the production of calcium carbide, revenue was
generated as the production line for the production of
line provider, a semi-final product of calcium carbide,
remained in operation during the Period. Further,
no revenue was recorded for the PVC segment
and the VA segment during the Period, respectively
(2019: Nil and nil, respectively). The above financial
performances of this business division were a result of
the outbreak of COVID-19, as explained in the section
headed “Coal-related chemical production division”
under “Prospect” of this report.

Construction services division

During the Period, the construction services division
recorded no revenue (2019: HK$1 million) and
a segment loss of HK$0.1 million (2019: HK$1
million), respectively. This was due to (i) the seasonal
suspension of construction activities during winter
in the North East of the PRC; and (ii) as a result of
the outbreak of COVID-19, travelling restrictions
were imposed in Mudanjiang City and the Group’s
construction services had been suspended.
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Beverage division

Since 2018, the Group had been actively exploring
business opportunities. The wine market in the PRC
has had a rapid growth of 5% to 7.1% for the last
five years since 2015. During the year ended 31
December 2019, the PRC’s wine market recorded
annual revenue of RMB562 billion. As such, it is
foreseeable that the wine market will have a stable
expansion upon the continuous development of the
PRC economy.

Taking advantage of this huge market opportunity,
the Group commenced the beverage division in late
2020 through the sales of wine. During the Period, this
segment recorded a revenue of approximately HK$69
million (2019: Nil) from external customers, while
the segment profit for the Period was HK$4 million
(2019: Nil), which was mainly due to sufficient market
demand despite the short operation period of this
business segment.

Capital Structure, Liquidity and Financial
Resources

Capital structure

During the Period, the Group financed its operations
with internally generated resources and proceeds from
equity funding and non-equity funding, respectively.

Liquidity and financial ratio

As at 31 December 2020, the Group had total
assets of approximately HK$2,237 million (30 June
2020: HK$1,997 million), which were financed by
current liabilities of approximately HK$487 million (30
June 2020: HK$394 million), non-current liabilities
of approximately HK$1,228 million (30 June 2020:
HK$1,173 million), non-controlling interests of
approximately HK$48 million (30 June 2020: HK$54
million) and owners’ equity of approximately HK$474
million (30 June 2020: HK$375 million).
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As at 31 December 2020, the current assets of the
Group amounted to approximately HK$284 million
(80 June 2020: HK$174 million), mainly comprising
inventories of approximately HK$25 million (30
June 2020: HK$8 million), trade receivables of
approximately HK$88 million (30 June 2020: HK$27
million), prepayments, deposits and other receivables
of approximately HK$130 million (30 June 2020:
HK$130 million), financial assets at fair value through
profit or loss of approximately HK$6 million (30 June
2020: HK$1 million) and cash and cash equivalents
of approximately HK$35 million (30 June 2020: HK$8
million).

As at 31 December 2020, the Group’s current ratio
(current assets/current liabilities), quick ratio ((current
assets — inventories)/current liabilities), gearing ratio
(total debts/total assets) and debts to equity ratio
(total debts/owners’ equity) were approximately 0.6
(80 June 2020: 0.4), 0.5 (30 June 2020: 0.4), 76.7%
(80 June 2020: 78.5%) and 362.0% (30 June 2020:
417.5%), respectively. The lower gearing ratio was
mainly attributable to the increase in trade receivables,
whilst the total debts of the Group remained stable.

The Group maintained a stable financial position
throughout the Period. The management has closely
monitored the Group’s liquidity and has taken
appropriate measures to ensure it has sufficient
financial resources to meet its financial obligations.
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Non-equity funding

Bank loans

As at 31 December 2020, the bank loans of the
Group amounted to approximately HK$60 million (30
June 2020: HK$67 million), of which approximately
HK$20 million was denominated in Hong Kong dollars
and approximately HK$40 million was denominated
in Renminbi (80 June 2020: HK$21 million was
denominated in Hong Kong dollars and HK$46 million
was denominated in Renminbi). Based on agreed
scheduled repayments set out in the loan agreements,
bank loans of approximately HK$42 million (30 June
2020: HK$49 million) were repayable within 12
months.

The effective interest rates on the Group’s bank loans
during the Period ranged from 2.1% to 8.0% (2019:
2.1% to0 8.0%).

Bonds and other non-equity financing

As at 31 December 2020, the aggregate bonds
payable were approximately HK$1,032 million (30
June 2020: HK$988 million) which were issued for
improving the working capital of the Group during the
Period.
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Issue of convertible bonds under general
mandate

On 28 October 2020, the Company entered
into conditional subscription agreements (the
“Subscription Agreements”) with six individual
and corporate subscribers (the “Subscribers”) on
principally the same terms (the “Subscription”). Save
for one individual Subscriber, who was interested
in 22,000,000 issued shares of the Company
(the “Shares”) at the time of the Company’s
announcement dated 28 October 2020 (the “CB
Announcement”), each of them was a third party
independent of, and not connected with or acting
in concert with the Directors, chief executives or
substantial shareholders of the Company, any of its
subsidiaries or their respective associates, and was
independent of each other.

Pursuant to the Subscription Agreements, the
Subscribers shall subscribe for the zero-coupon
convertible bond in the principal amount of
HK$100,000,000 at the initial conversion price of
HK$0.40, due on the third anniversary of the date of
issue (the “Convertible Bonds”). Assuming all the
conversion rights attaching to the Convertible Bonds
were exercised by the Subscribers in full, a maximum
of 250,000,000 conversion shares (the “Conversion
Shares”) would be allotted and issued, representing
approximately 18.02% of the issued Shares as at the
date of the CB Announcement and approximately
15.27% of the issued Shares as enlarged by the
allotment and issue of the Conversion Shares upon full
exercise of the conversion rights under the Convertible
Bonds pursuant to the Subscription Agreements. The
aggregate nominal value of the Conversion Shares
was HK$25,000,000 and a market price of the Shares
on the date when the issuance terms were determined
was HK$0.355. The Conversion Shares would be
issued under the general mandate granted to the
Directors pursuant to ordinary resolutions passed by
the shareholders of the Company on 18 December
2019. The Convertible Bonds do not bear any interest.
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The Subscription was completed on 13 November
2020. The aggregate issuance amount of the
Convertible Bonds was HK$100,000,000, and the net
proceeds from the Subscription were approximately
HK$97,360,000. As a result, the net price was
approximately HK$0.39 for each Conversion Share.
The Directors considered that the issue of the
Convertible Bonds provided an opportunity for the
Company to enhance its working capital and financial
position, and was an appropriate means of raising
additional capital for the Company since it would not
have an immediate dilution effect on the shareholding
of the existing shareholders.

On 23 December 2020, an aggregate principal amount
of HK$20 million of the Convertible Bonds had been
converted into 50,000,000 new Conversion Shares at
a conversion price of HK$0.40 per Conversion Share,
and as at 31 December 2020, the total outstanding
principal amount of the Convertible Bonds was HK$80
million.

For further details of the Convertible Bonds, please
refer to the CB Announcement and the Company’s
announcements dated 4 November 2020 and 13
November 2020, respectively.
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The proceeds were intended to be used in accordance
with the intended purposes as disclosed in the CB
Announcement and the actual use of proceeds from
the Subscription up to 31 December 2020 is set out as
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Significant acquisitions and disposals of
subsidiaries and future plans for significant
investments on capital asset acquisitions
During the Period, save as disclosed in the section
headed “Disposal of 40% equity interests in a
subsidiary” in this report, the Group had no significant
acquisitions or disposals of subsidiaries. In early 2021,
the Group intends to dispose of (i) several idle right-
of-use assets located in the PRC with a total market
value of approximately HK$188 million; and (i) a
puilding located in Hong Kong with a market value of
approximately HK$93 million.

As at 31 December 2020, the Company did not
have any significant investments except for the
financial assets at fair value through profit or loss of
approximately HK$6 million (30 June 2020: HK$0.1
million).

Charges on the Group’s assets

As at 31 December 2020, bank loans and other loans
of approximately HK$60 million (30 June 2020: HK$67
million) and HK$65 million (30 June 2020: HK$66
million), respectively, were secured by charges over
the Group’s certain fixed assets and prepaid land
lease payments.

Contingencies

The Board has reviewed and considered the
contingent liabilities of the Company and disclosed
information concerning such contingent liabilities in
note 16 to the Interim Financial Statements.

Contingent liabilities

As at 31 December 2020, save for as disclosed in
note 16 to the Interim Financial Statements, the Group
did not have any significant contingent liabilities.
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Foreign exchange exposure

The Group has minimal exposure to foreign currency
risk as most of its business transactions, assets
and liabilities are principally denominated in Hong
Kong dollars and Renminbi, which are the functional
currencies of the principal operating entities of the
Group. The Directors also consider that there will be
sufficient cash resources denominated in Hong Kong
dollars for the repayment of borrowings. During the
Period, the Group did not use any financial instrument
for hedging purposes and the Group did not have any
hedging instrument outstanding as at 31 December
2020.

In face of currency market instability, the Group will
make use of hedging instruments to mitigate the
exchange rate risk, as and when appropriate.

Treasury policy

The Group adopts a treasury policy that aims to better
control its treasury operations and lower its borrowing
cost. As such, the Group endeavours to maintain
an adequate level of cash and cash equivalents to
address short-term funding needs. The Board also
considers various funding sources depending on the
Group’s needs to ensure that the financial resources
have been used in the most cost-effective and efficient
way to meet the Group’s financial obligations.

Number and remuneration of employees

As at 31 December 2020, the Group had 593 full time
employees in the PRC and Hong Kong (30 June 2020:
596). The Group recognises the importance of human
resources to its success. Remuneration is maintained
at competitive levels with discretionary bonuses
payable on a merit basis and in line with industry
practice. Other staff benefits provided by the Group
include mandatory provident fund, insurance schemes
and performance-related commissions.
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Details of the movement in the share options (the ZN2A RIS AR IEERAE 2R H 2
“Options”) granted under the share option scheme of EER%E ([EER#E |) 2 E&F B a0
the Company during the Period are set out below: S 8

Options Options

Options granted  exercised Options Options Options Date of Date of Exercise
Number of heldat  durngthe  duringthe  cancelled lapsed heldat ~ grantof  expiryof price of
category of 30 June Period Period during during  31December ~ Options  Options Options
participants 2020 (Note (i) ~ (Note(il)  thePeriod the Period 202  (Note())  (Note())  perShare
K-2-8F  HEARY  HEAOR R-F-%% BiE BE SRR
AESTE  ZBRE  ERE  HEAEE  BBRAM TSAST-B RYEH HEAH BRE
SEERRIAE RECERRE (WG  (WEG)  ZBRE  2BRE  RRZBRE  (WED)  (WRO) i3
Directors £
ChanYukFoebe 2 10,780,000 - - - (10,780,000 - 26/07/2017  25007/2020 HKS0.345 T
- 13,000,000 - - - 13000000 03/41/2020  02/11/2028  HKS$0.387% 7T
10,780,000 13,000,000 - - - 13,000,000
lawTzePngEic  &FT 10,780,000 - - - (10,780,000 - 26/07/2017  25/07/2020 HKS0.345 T
- 13,000,000 - - - 18,000,000 03/11/2020 02/11/2023  HK$0.3837
10,780,000 13,000,000 - - - 13,000,000
YuDefa TER - 13,000,000 - - - 13000000 03/41/2020  02/11/2028  HKS$0.387% 7T
- 13,000,000 - - - 13,000,000
MaWing Yun Bryan 5% - 8,500,000 - - - 8500000 03/11/2020 (02/41/2023 HK$0.3BETT
- 8,500,000 - - - 8,500,000
TamChingHo ~ BB% - 8,500,000 = = = 8500000 03/11/2020 02/11/2028 HKS0.38%7
- 8,500,000 - - - 8,500,000
Hau ChiKit B - 8,500,000 - - - 8500000 03/11/2020 02/41/2023 HK$0.38%TT
- 8,500,000 - - - 8,500,000
Other Employees  £4bfE& 41,120,000 - 10780000 - (30,340,000) - 26/07/2017  25007/2020 HKS$0.345 T
102,500,000 - 475500000 - - 55000000 24/12/2018  23/12/2021 HK$0.325 T
- 65,000,000 - - - 65000000 03/11/2020 02/11/2028 HKS0.38%7
143,620,000 65,000,000  (58,280,000) - (30,340,000 120,000,000
Total #i 165,180,000 129,500,000  (58,280,000) - (519000000 184,500,000
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Notes:

(i) The vesting period and exercise period of the Options
are both the period between the date of grant of
Options and date of expiry of Options.

(i) The closing price immediately before the date on
which the Options were granted was HK$0.38.

(iii) The weighted average closing price of the Shares
immediately before the dates on which the Options
were exercised was approximately HK$0.38.

(iv) The value of Options granted on 3 November 2020 is
not disclosed for the six months ended 31 December
2020, since the valuation of such Options would
merely be based on management’s judgement and
would be subjective. The value of such Options will
be disclosed in the forthcoming annual report instead,
which will be evaluated by an independent third party.

PROSPECT

The global economy has faced an unprecedented
situation due to the outbreak of COVID-19 since early
January 2020, and despite gradual improvements in
the economy during the Period, the pandemic has
continued to adversely impact various industries and
reduced economic activities globally.
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Heat and power division

During the Period, although the Group’s residential
heat supplying area did not increase by 500,000
square meters as expected, this business division
was not severally impacted by COVID-19 and the
residential heat supplying area was maintained at
4,000,000 square meters. The management will aim
to continue expanding its residential heat supplying
area in the future, and believes that the heat and
power division will continue to be the growth driver of
the Group.

Coal-related chemical production
division

During the Period, the management had planned
to transform the plant and equipment of HLCCL in
Heihe, Heilongjiang Province, from calcium carbide
into another product — high carbon ferromanganese.
However, as the Heilongjiang Province had continued
to be seriously affected by COVID-19 in the past few
months, most of the construction work in the area had
remained suspended, leading to the schedule of the
transformation being postponed. Subject to the status
of COVID-19, the management believes that the
transformation of the plant and equipment of HLCCL
will resume in 2021, and will benefit the Group and its
shareholders as a whole.
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Construction service division

Due to the impact of the outbreak of COVID-19,
Mudanjiang Jinyang Municipal Engineering Company
Limited (“Jinyang Engineering”) had continued to
suspend all its construction services during the first
half of 2021. As agreed between Jinyang Engineering
and its subcontractors, the construction period
for the heat exchange stations and facilities and
pipelines networks will continue to be extended, and
without additional costs incurred by the Group. The
management will closely monitor the situation and
minimize the impact by the outbreak of COVID-19 as
much as possible.

Beverage division

Since 2018, the Group had been actively exploring
business opportunities. Given the potential of the wine
market in the PRC, our management believes that this
new business will create value to the shareholders of
the Company. To accelerate the Group’s development
in this industry, after the end of the Period, the Group
entered into an agreement in February 2021 to acquire
Beijing Yaolai Longwei Wine Co., Ltd.* (“Beijing
Wine”), a company established in the PRC which
is principally engaged in the business of provision,
sourcing, marketing and design of wine products and
is the registered owner of multiple trademarks under
the China Trademark Office. Details of the acquisition
are disclosed in the section headed “Discloseable
transaction in relation to the acquisition of a target
company” in this report.

Looking forward, the Group will continue to enhance

the Group’s customer base and capability to expand
in the wine market in the PRC through Beijing Wine.

*  For identification purposes only

BIERTE AR

XCOVID-19&ZBEE - AT E™
BIRERAR([EBETER])ER=
T F I FRBTRENRER
% RESEHRRED BREAHE -
AR A K R A BB B AR 0 i
RiGMEIER - MASBET&ELRIN
A - ERER T ERBEWZ R
»COVID-19& B ATIERK 2 B

BRRHER

BT \FUR  AEE-HERE
REH - ENTEIEETISNES
EERERR  EERHMEBR /AR
REEEE - RIVEREBEEZITED
R - HIRARR  AEER T ——
— AT - WL UGB %
BERAR([AFEE]) - ZARH—HE
RHRBRI AR E2UEEEHEER
RVIE ~ BREE - BEHRRETER - LB
T BT REA T 2 EEENEMAE
A > BRNIE =R - NAHRE
[ERAREREARNATRERS | —
BT EE -

REARN » AEESAEERBIL B
BAAREBE TP B RS g R =
BTGB



FEEREERRLH

S e

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEN WD (&)

Memorandum of understanding in
relation to possible issue of convertible
bonds

On 3 August 2020, the Company and a strategic
partner (the “Strategic Partner”) entered into a
memorandum of understanding (the “Convertible
Bonds MOU”), pursuant to which the Strategic
Partner had expressed its intention to subscribe for
convertible bonds to be issued by the Company at
an initial conversion price of HK$0.52 per conversion
share and the number of conversion shares shall not
exceed 260,000,000 (the “Convertible Bonds MOU
Subscription”). The parties to the Convertible Bonds
MOU shall endeavour to negotiate, finalise and enter
into a formal subscription agreement in relation to the
Convertible Bonds MOU Subscription within sixty (60)
days from the date of the Convertible Bonds MOU.
As at the date of this report, no formal subscription
agreement has been entered into yet.

Details of the Convertible Bonds MOU were disclosed
in the announcement of the Company dated 3 August
2020.
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Disposal of Shares by the Single Largest
Shareholder in August 2020

The Company was informed by Mr. Chan Yuen Tung
(“Mr. Chan”), the single largest shareholder of the
Company, and Mr. Shie, Thomas (“Mr. Shie”), that
on 19 August 2020, Mr. Chan and Mr. Shie entered
into an unconditional sale and purchase agreement
(the “August 2020 SPA”), pursuant to which Mr.
Chan agreed to sell and Mr. Shie agreed to purchase
382,000,000 Shares, representing approximately
28.28% of the total issued Shares as at the date
of the announcement of the Company dated 19
August 2020 (the “2020 Shareholder Disposal
Announcement”), at a price of HK$0.72 per Share
(the “2020 Shareholder Disposal”). Pursuant to
the August 2020 SPA, completion of the 2020
Shareholder Disposal would take place within 90 days
of the date of the August 2020 SPA.

On 15 December 2020, the Company was further
informed that due to the sudden deterioration and
severity of COVID-19, Mr. Shie was not able to
perform the due diligence exercise as scheduled.
Hence, Mr. Chan and Mr. Shie had agreed to extend
the completion date to a later time. After arm’s length
negotiations, Mr. Shie and Mr. Chan entered into
a supplemental agreement to the SPA (the “2020
Shareholder Disposal Supplemental Agreement”)
to change the completion date to a date on or before
30 June 2021. As at the date of this report, the 2020
Shareholder Disposal had not been completed yet.

Details of the 2020 Shareholder Disposal and the
2020 Shareholder Disposal Supplemental Agreement
were disclosed in the 2020 Shareholder Disposal
Announcement and the announcement of the
Company dated 15 December 2020.
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Disposal of 40% equity interests in a
subsidiary

On 4 September 2020, Mudanjiang Longtuo New
Energy Co., Ltd. (“Mudanjiang New Energy”, an
indirect wholly-owned subsidiary of the Company)
entered into an equity transfer agreement (the “Equity
Transfer Agreement”) with Mr. Lv, an independent
third party, to dispose of 40% of the equity interest (the
“Disposal’) in Mudanjiang Better-Day Power Limited
(“Mudanjiang BD Power”). Subject to the terms
and conditions of the Equity Transfer Agreement, the
consideration of the Disposal was RMB70 million,
which shall be settled as follows: (i) RMB7 million
shall be paid on the date of signing of the Equity
Transfer Agreement (the “First Payment”); (i) RMB18
million shall be paid on or prior to 14 September
2020; (i) RMB20 million shall be paid on or prior to
31 December 2020; and (iv) the remaining RMB25
million shall be paid on or prior to 4 March 2022 (being
eighteen months after the date of signing of the Equity
Transfer Agreement) (the “Final Payment”).
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The Board had considered, among others, the
following factors in relation to the consideration
of the Disposal: (1) the profitability of Mudanjiang
New Energy was on a downward trend, given the
continuous high market prices of the raw coal during
the past few years; (2) the Disposal would allow
the Group to generate additional cash inflow and
improve its liquidity, which will enhance the Group’s
ability to invest in other future potential investment
opportunities; (3) given that the P/E ratio of the Disposal
(calculated by dividing the consideration of the
Disposal by the average profit after tax of Mudanjiang
New Energy for the three years ended 30 June 2020)
was approximately 9.25, which was relatively high
when compared to other listed companies in similar
industries, the Disposal was made at a premium
already; and (4) given that for the year ended 30
June 2020 (“FY2020”), Mudanjiang New Energy had
purchased approximately 100,000 tonnes of raw coal,
the total cost savings made as a result of the Change
in Business Strategy (as defined below) are estimated
to be approximately RMB6,600,000 per year going
forward.

Despite that the estimated total cost savings based
on figures from FY2020 would not outweigh the
net loss on the Disposal (being approximately
HK$38,000,000), in view of the fact that, (i) the total
cost savings would increase the profitability of the heat
and electricity supply business in the long run; (i) Mr.
Lv would contribute to the operations of Mudanjiang
New Energy; and (iii) it had been very difficult raising
additional funds under the current economic situation,
the Directors therefore considered the basis of
consideration and the consideration of RMB70 million
in relation to the Disposal to be fair and reasonable.
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Pursuant to the Equity Transfer Agreement, the parties
had agreed that during the period between the First
Payment and the Final Payment, Mr. Lv may divide the
transfer of the 40% of the equity interest in Mudanjiang
Power into a maximum of three transactions (each a
“Transaction”, and collectively, the “Transactions”),
with the percentage of equity interest to be transferred
for each Transaction to be further agreed between the
parties. The completion date of each Transaction shall
take place on which the relevant business registration
filing requirements are completed, and the Disposal
shall take place when the Transactions have been
completed. Upon completion of the Disposal, the
Group would hold, indirectly through Mudanjiang New
Energy, 60% of the equity interest in Mudanjiang BD
Power and Mudanjiang BD Power would remain as
a subsidiary of the Company. As at the date of this
report, the Disposal had not been completed yet
and the Group had received RMB25 million from the
Purchaser.

The heat and power business, in which Mudanjiang
BD Power is the operating subsidiary, is one of the
core businesses of the Group. As at the date of this
report, it was the Board’s intention that the heat and
power business would continue to remain as one
of the core businesses of the Group and the Board
had no intention to further dispose of the Group’s
remaining interest in Mudanjiang BD Power.
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The Group plans to increase the profitability of the
heat and power business by purchasing raw coal
during the summer season, which would be at a lower
cost, instead of during the peak season of the heat
supplying period (i.e. from October to February), which
had been the Group’s usual practice (the “Change in
Business Strategy”). Nonetheless, in order to do so,
the Group had to increase its current general working
capital, which would be provided through the Disposal.
In light of this, the Disposal would allow the Group to
realise part of its investment in Mudanjiang BD Power
and the increase in profitability of Mudanjiang BD
Power as a result of the decrease in coal costs and
the increase in the Group’s general working capital
would thereby enhance the Group’s ability to invest in
other future potential investment opportunities.

The Company was of the view that the arrangement
pursuant to the Equity Transfer Agreement was fair
and reasonable and in the interests of the Company
and its shareholders as a whole because, among
others, (i) the injection of liquidity into the general
working capital of Mudanjiang BD Power indirectly
allowed the Group to purchase raw coal during
the low season instead of the peak season; (ii) the
injection of liquidity into Mudanjiang BD Power through
equity transfer via a shareholder’s loan extended
to Mudanjiang BD Power, to which Mudanjiang BD
Power is obligated to repay the loan (being the amount
of general working capital extended to Mudanjiang
BD Power) to the Group irrespective of the future
profitability of Mudanjiang BD Power, as opposed to
the subscription for new equity by Mr. Lv, to which the
subscription proceeds would remain with Mudanjiang
BD Power, protects the interests of the Company
and its shareholders; and (iii) the appointment of Mr.
Lv as a director of Mudanjiang BD Power is beneficial
to the operations of Mudanjiang BD Power because
Mr. Lv is well-connected in Mudanjiang and would
therefore assist in the expansion and profitability of the
operations of Mudanjiang BD Power in Mudanjiang.

Details of the Disposal were disclosed in the
announcements of the Company dated 4 September
2020 and 19 October 2020, respectively.
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Major transaction in relation to disposal
of lands

On 28 December 2020, HLCCL entered into an
agreement (the “Disposal Agreement”) with
Heihe Longhe Investment Management Limited®,
an independent third party, pursuant to which
HLCCL had agreed to transfer the land use rights
of certain lands (the “Lands”) located in the PRC
at an aggregate consideration of RMB156,440,000
(equivalent to approximately HK$185,500,000),
comprising RMB139,440,000 with land compensation
of RMB17,000,000 (the “Land Disposal”).

As the Lands had been left idle by the Group for
a long time and in view of the consideration to be
received from the Land Disposal by the Group, the
Directors considered that the Land Disposal was a
good opportunity for the Group to generate cash
inflow, improve its liquidity and reduce the carrying
cost of the idle lands.

The gross proceeds generated from the Land
Disposal would be RMB156,440,000 (equivalent to
approximately HK$185,500,000) and the Company
intended to use the proceeds for, among others, (i)
repayment of debts; (i) tax payment in relation to the
Land Disposal; and (i) general working capital of the
Group.

As at the date of this report, as additional time is
required for the Company to prepare and finalise
certain information to be included in the circular as
required under Chapter 14 of the Rules (the “Listing
Rules”) Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), the expected despatch date of the
circular was delayed and the Land Disposal had not
been completed yet.

*  For identification purposes only
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Details of the Land Disposal were disclosed in the
announcements of the Company dated 28 December
2020 and 19 January 2021, respectively.

EVENT AFTER THE REPORTING
PERIOD

Discloseable transaction in relation to
the acquisition of a target company

On 2 February 2021, Mudanjiang Longjin Wine Co.,
Ltd. (an indirect wholly-owned subsidiary of the
Company) (“Mudanjiang Wine”) and three individuals
who are independent third parties (the “Vendors”)
entered into an agreement (the “Acquisition
Agreement”), pursuant to which Mudanjiang Wine
agreed to purchase the entire equity interest in
Beijing Wine for a consideration of HK$80,000,000.
Upon completion, the consideration shall be settled
as to (i) HK$5,000,000 payable in cash; and (i) the
remaining balance of HK$75,000,000 by the issue
of a promissory note in the principal amount of
HK$75,000,000 by the Company to the Vendors.

Given the commencement of the Group’s new
beverage division, the Directors considered that
the acquisition of Beijing Wine was in line with the
overall business direction of the Group and is a good
investment opportunity to enhance the Group’s
customer base and capability to expand in the wine
market in the PRC.
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Upon completion, Beijing Wine will become an
indirect wholly-owned subsidiary of the Company and
financial results of Beijing Wine will be consolidated
into the accounts of the Group. As at the date of this
report, the acquisition of Beijing Wine had not been
completed yet.

Details of the acquisition of Beijing Wine were
disclosed in the announcement of the Company dated
2 February 2021.

GROUP STRATEGY

The Group will actively restructure the assets so as to
create value to the shareholders of the Company. It
will not rule out the possibility of further acquisition and
disposal of non-core assets.

DIRECTORS’ INTERESTS OR
SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

As at 31 December 2020, the interests of the
Directors and chief executive of the Company in the
Shares, underlying shares and debentures of the
Company and its associated corporation (within the
meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong)
(the “SFO”)), which were required to be notified to
the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions in which they were taken
or deemed to have under such provisions of the SFO)
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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or which were required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein or
which were as otherwise required to be notified to the
Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) under the Listing
Rules were as follows:

BB 2 HEROAR) | R EES R
5 167 55352 16 /B RE 4R AE 3K R T B
A2 RRTIRIE ETRA b
RANEFRTESRS 2 BETA
(3R | AR A2 A RS2
I

Number of % of issued % of issued

Shares held  capital of the Options  capital of the

Name of Director Type of interest (long position) Company held Company

EEAH EEAR

FisRHEE 28T B#T

EEpR BRER (#7) REBAL PR AR AE BRABA

Ms. Chan Yuk Foebe Beneficial Interest 2,860,000 0.20% 13,000,000 0.90%
BExt+ Bntn

Mr. Law Tze Ping Eric ~ Beneficial Interest 1,400,000 0.10% 13,000,000 0.90%
BYTRE BaER

Mr. Yu Defa Beneficial Interest = = 13,000,000 0.90%
TRt EnEn

Mr. Ma Wing Yun Bryan  Beneficial Interest = = 8,500,000 0.59%
BEMEE BrEn

Mr. Tam Ching Ho Beneficial Interest = = 8,500,000 0.59%
BHFRE 4o Eo

Mr. Hau Chi Kit Beneficial Interest - - 8,500,000 0.59%
RHEGREE EnEn
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DISCLOSURE OF ADDITIONAL INFORMATION
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INTERESTS IN THE SHARES AND
UNDERLYING SHARES

Save as disclosed above, so far as the Directors
are aware, as at 31 December 2020, none of the
Directors and chief executive of the Company had or
was deemed to have any interest or short position in
the Shares, underlying shares and debentures of the
Company and its associated corporations (within the
meaning of Part XV of the SFO), which was required to
be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions in which they
were taken or deemed to have under such provisions
of the SFO), or which was required to be recorded
in the register maintained by the Company pursuant
to section 352 of the SFO or which was otherwise
required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.
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DISCLOSURE OF ADDITIONAL INFORMATION (CONTINUED)
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT
POSITIONS IN THE COMPANY

As far as the Directors are aware, as at 31 December
2020, the following persons (other than a Director
or chief executive of the Company) had interests or
short positions in the Shares and underlying shares in
the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO as recorded in the register required
to be kept under section 336 of the SFO:

FERRRAQE 2 E®
5874
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=t+—HB  BREZBHIARARSTEA
BN - AR AL RAR R RAARIRK
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Approximate

Number of percentage of
Shares held interest in
Name of shareholders  Nature of Interests (long position) the Company
FrisIRDEE LERNGIE £
RERE A ERME (FR) BREDL
Mr. Chan Yuen Tung Beneficial owner 382,000,000 26.38%
BRER T4 BEREAA
Mr. Sze Ching Lau Beneficial owner 89,000,000 6.15%
= pitas BEmEAA
Mr. Cha Jung Hoon Beneficial owner 74,760,000 5.16%
Cha Jung Hoon%E4 EmEa A

Save as disclosed above, as far as the Directors
are aware, as at 31 December 2020, no other
persons (other than a Director or chief executive of
the Company) had interests or short positions in the
Shares and underlying shares of the Company as
recorded in the register required to be kept under
section 336 of the SFO.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available
to the Company and within the knowledge of the
Directors as at the date of this report, there is sufficient
public float of more than 25% of the Company’s
shares in the market as required under the Listing
Rules.

PURCHASE, SALE OR
REDEMPTION OF LISTED
SECURITIES OF THE GROUP

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

CORPORATE GOVERNANCE

The Directors are of the view that the Company has
complied with the Corporate Governance Code (the
“Code”) as set out in Appendix 14 to the Listing Rules
during the Period, except for the following deviation as
summarised below:

Code Provision A.2.1 of the Code

The roles of Chairman and Chief Executive Officer of
the Company are performed by the same individual,
Ms. Chan Yuk Foebe, and are not separated. The
Board meets regularly to consider issues related to
corporate matters affecting operations of the Group.
The Board considers the structure will not impair the
balance of power and authority of the Board and the
Company’s management and thus, the Board believes
this structure will enable effective planning and
implementation of corporate strategies and decisions.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set
out in Appendix 10 to the Listing Rules as its own
code of conduct regarding securities transactions by
the Directors. Having made specific enquiries to all the
Directors, all the Directors confirmed that they have
complied with the code provisions in the Model Code
during the Period. No incident of non-compliance was
noted by the Company during the Period.

CHANGES OF INFORMATION
OF DIRECTORS UNDER
RULE 13.51B(1) OF LISTING
RULES

Below is the information relating to the Directors
required to be disclosed pursuant to Rule 13.51B(1)
of the Listing Rules since the date of the 2020 annual
report:

° Mr. Gao Ran, an executive Director, (i)
was appointed as an executive director of
Cornerstone Financial Holdings Limited (Stock
Code: 8112), a company listed on GEM of the
Stock Exchange, on 4 December 2020; and
(i) had resigned as a non-executive director of
Lapco Holdings Limited (Stock Code: 8472), a
company listed on GEM of the Stock Exchange,
on 20 November 2020.

Save as disclosed above, no information was required
to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules during the Period.
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AUDIT COMMITTEE

The Company set up the Audit Committee on 8
April 2001 pursuant to Rules 3.21 and 3.22 of the
Listing Rules, with written terms of reference, for the
purposes of reviewing and providing supervision on
the Group’s financial reporting process and internal
control systems. The Audit Committee comprises
three independent non-executive Directors, namely,
Mr. Ma Wing Yun Bryan (Chairman), Mr. Tam Ching
Ho and Mr. Hau Chi Kit. The Audit Committee has
reviewed with the management the accounting
principles and practices adopted by the Group and
the auditing, internal control and financial reporting
aspects of the Company including the review of
the Interim Financial Statements and there was no
disagreement from the Audit Committee with the
accounting treatment adopted by the Company.

REMUNERATION COMMITTEE

A remuneration committee was established by the
Company (the “Remuneration Committee”) on 1
July 2005, with specific written terms of reference
which set out clearly its authority and duties pursuant
to Rules 3.25 and 3.26 of the Listing Rules. The
Remuneration Committee currently comprises three
independent non-executive Directors, namely, Mr.
Ma Wing Yun Bryan (Chairman), Mr. Tam Ching Ho
and Mr. Hau Chi Kit, who are responsible for advising
the Board on the remuneration policy and framework
for all the remuneration of the Directors and senior
management of the Company, as well as reviewing
and determining the remuneration packages of
Directors and senior management with reference to
the Company’s objectives from time to time.
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NOMINATION COMMITTEE

The nomination committee was established by
the Company (the “Nomination Committee”) on
2 November 2007, with specific written terms of
reference pursuant to provisions A.5.1 and A.5.2
of the Code. The Nomination Committee currently
comprises one executive Director, namely Ms. Chan
Yuk Foebe (Chairman), and three independent non-
executive Directors, namely Mr. Ma Wing Yun Bryan,
Mr. Tam Ching Ho and Mr. Hau Chi Kit. The Board
as a whole, with the Nomination Committee, is
responsible for reviewing the Board composition,
developing and formulating the relevant procedures for
nomination and appointment of Directors, monitoring
the appointment and succession plan of Directors
and assessing the independence of independent non-
executive Directors.

INTERIM REPORT

The 2020 interim report containing all the financial and
other related information of the Company required
by the Listing Rules will be available on the website
of Hong Kong Exchanges and Clearing Limited at
www.hkexnews.hk and the website of the Company
at www.xinyangmaojian.com.hk, and dispatched to
the shareholders of the Company before the end of
March 2021.

By order of the Board
Chan Yuk Foebe
Chairman and Chief Executive Officer

Hong Kong, 5 February 2021
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