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ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 31 DECEMBER 2022

The board (the “Board”) of directors (the “Directors”) of China Zenith Chemical Group
Limited (the “Company”) is pleased to announce the unaudited condensed consolidated
results of the Company and its subsidiaries for the six months ended 31 December 2022.
This announcement, containing the full text of the 2022 interim report of the Company,
complies with the relevant requirements of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) in relation to the
information to accompany preliminary announcements of interim results. The printed version
of the Company’s 2022 interim report will be delivered to the shareholders of the Company
and available for viewing on the websites of Stock Exchange (www.hkexnews.hk) and of the
Company (www.chinazenith.com.hk) before the end of March 2023.
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For the six months ended 31 December 2022 2 =& = — 1= H=+—H11EA

2022 2021 Change
—B-F —EoF 2E
HK$’000 HK$'000
FiT T
(Re-presented)
(4B &)
TURNOVER 0]
— Continuing operation —ERe
Eg0S 92,217 145,971 -37%
- Discontinued operation ~ — B A& IF& L
E3d 3,766 153,264 -98%
95,983 299,235 -68%
PROFIT FOR THE PERIOD RS F] 275,558 7,733 3,463%
(Restated)
(#=5E75))

BASIC EARNINGS PER BREAXEF  HK182.45 cents HK?7.36 cents

SHARE

INTERIM DIVIDEND BRAHERE
PER SHARE

b= 21 il 2,379%

The board (the “Board”) of directors (“Directors”) of
China Zenith Chemical 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 2022 (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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CONDENSED CONSOLIDATED INCOME STATEMENT
RS W R

For the six months ended 31 December 2022 2 =& = — 1= H=+—H11EA

(Unaudited)
(REEX)
Six months ended
31 December

BEZE+=-HA=+—~H
IEXEA
2022 2021
—E-CF —E -
Notes HK$’000 HK$'000
KizE FHT T
(Re- presented)
(z«< )
Continuing operation BEREER
Revenue Wzs 4 92,217 145,971
Cost of sales SHEERRA (94,484) (112,012)
Gross (loss)/profit E38)/F (2,267) 33,959
Other income and other E A YA R E AUk
gains or losses e 6 438 34,291
Provision of allowance for  FifEW KB R HE
receivables and written AR R E TR
off of prepayments, net FOE R
— trade receivables —JE Hﬂlm%ﬁﬁiﬁ (86) =
— prepayments, deposits ~ — FB{S 3B
and other receivables %&Eﬁﬂﬁf”ﬁl
FRIA (1,845) =
Selling and distribution SHE S 2 SHBC AR
costs (6,230) (6,743)
Administrative expenses TR (52,036) (19,038)
Other operating expenses ~ H A& &R (7,156) (9,425)
Share of results of an FEfh—EEE R A
associate E - (133)
Gain on deconsolidation %?SJHV?{:\.)KEE Bt
of a subsidiary RNAEZ W 16 404,680 -
Profit from operation BERR 335,498 33,911
Finance costs B RS R AN (51,231) (68,657)
Profit/(loss) before tax BRBLATRA (B518) 284,267 (24,746)
Income tax FR1S%E 7 - =
Profit/(loss) for the REFELCEEL
period from continuing  HIHEARTEF, (&
operation 8) 284,267 (24,746)
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TEXCIEEERAA —T-—FHhEHRS

CONDENSED CONSOLIDATED INCOME STATEMENT (CONTINUED)
RS W R (&)

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

(Unaudited)
(RGEX)
Six months ended
31 December
BEt+t=-A=t—H

IEAEAR
2022 2021
—E-CF —E -
Notes HK$’000 HK$'000
Ktat FERT FAT
(Re-presented)
(fgEa)
Discontinued operation B ILE& K
(Loss)/profit for the period 2R E B & H4E &
from discontinued E BRI HAME
operation (E518), @ 16 (8,709) 32,479
Profit for the period HARS % A 8 275,558 7,733
Attributable to: @{5 :
Owners of the Company NGIE 2SN
Continuing operation #iﬁ, QTS 283,177 (26,173)
Discontinued operation BRI TS (8,709) 32,479
274,468 6,306
Non-controlling interests ~ FFIZA%#EZS
Continuing operation FREBIS & TS 1,090 1,427
275,558 7,733
(Restated)
(g =51)
Earnings/(loss) per share REZFER &1L
From continuing and BEERNER
discontinued operation ~ ZEF| (fE518) 9
- Basic (HK cents) — ZARGEAL) 182.45 7.36

— Diluted (HK cents) —BEE (B 182.45 7.36
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China Zenith Chemical Group Limited Interim Report 2022

CONDENSED CONSOLIDATED INCOME STATEMENT (CONTINUED)

HHGRE kSR (E)
For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA
(Unaudited)
(REBEZX)

Six months ended
31 December

BEt+t=-A=t—H
1@ A
2022 2021
—E-CF —E -
Notes HK$’000 HK$’000
HiiF FHERT FAT
(Re-presented)
(gesEat)
(Restated)
(#&E5)
From continuing REBELEER
operation
— Basic (HK cents) — EARGBAL) 188.24 (30.54)
- Diluted (HK cents) —#58 (BL) 188.24 (30.54)
(Restated)
(5=&E%))
From discontinued REBK L
operation 8
- Basic (HK cents) — EAR(AEM) (5.79) 37.90

— Diluted (HK cents)

—EEE OB (5.79) 37.90
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
BLEEEAT PN £

For the six months ended 31 December 2022 2 =& = — 1= H=+—H11EA

(Unaudited)
(REEZ)
Six months ended
31 December

BE+=-A=+—H
1IEAEAR
2022 2021
—EC-CF —E-—F
HK$°000 HK$’000
FER FHT

(Re- presented)

( £«< )

Profit for the period HAR =R 275,558 7,733

Other comprehensive (expense)/ KRBiEEMEE

income after tax: (BAxX), WA :
Item that may be reclassified to F[EEEEHHEE
profit or loss: B 2IEE
Exchange differences on HMEBINETS
translating foreign operations EFZ%%E (3,041) 1,795
Exchange differences reclassified ~ #IF4RE A
to profit or loss on WEA TE*E
deconsolidation of a subsidiary Par ES g
PN =5 (31,872) =

Other comprehensive (expense)/ HIRH#2EH
income for the period, net of tax (BA%z) WA >
MERFLIE (34,913) 1,795

Total comprehensive income R E2mEWR A&

for the period
Continuing operation B LT 281,226 (22,951)
Discontinued operation BRI (40,581) 32,479

240,645 9,528
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (CONTINUED)

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

GEECESTTON- 3¢ )

(Unaudited)
(RBER)
Six months ended
31 December

BZ+=-A=+-—H
IEREA
2022 2021
—E-CF —E-—F
HK$’000 HK$’'000
FERT FAT
(Re-presented)
(g&E3m)
Attributable to: FEAG
Owners of the Company RAREER A
Continuing operation SFECE TS 282,428 (25,632)
Discontinued operation BRI
S (40,581) 32,479
241,847 6,847
Non-controlling interests IR R
Continuing operation FRIBIC B TS (1,202) 2,681
240,645 9,528




FEX{EIEEERAH

T —FHHRE

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR S M B AR | R

As at 31 December 2022 R =FE=—F+=H=+—H

(Unaudited) (Audited)
(REEZX) (F5E%)
31 December 30 June
2022 2022
—E-CF —E-F
+=A=+—AH NA=+H
Notes HK$’000 HK$’000
KiaE FExT FAT
Non-current assets FEREBEE
Property, plant and Y - BB KRR
equipment 773,785 840,473
Right-of-use assets FREEE 234,990 247,791
1,008,775 1,088,264
Current assets REEE
Inventories FE 5,409 22,197
Trade receivables e E 5 BRI 11 5,407 29,759
Prepayments, deposits and JB7XIE ~ 5] &
other receivables b EYGRIE 39,263 73,803
Financial assets at fair value A F{ET AIBZE
through profit or loss ZEREE 127 1,971
Bank and cash balances ~ #R{TRIRE LT 2,654 12,874
52,860 140,604
Assets classified as held for 248 A EH &R
sale BE 8,927 9,379
61,787 149,983
TOTAL ASSETS MG E 1,070,562 1,238,247
Capital and reserves B R #E
Share capital &N 12 15,073 266,056
Reserves s (616,596) (1,139,224)
Equity attributable to AN BHEE BN
owners of the Company ## (601,523) (873,168)
Non-controlling interests  JE{Z2 R i 47,116 48,318
Total deficit EAl4EE (554,407) (824,850)

07
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China Zenith Chemical Group Limited
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
RS MR R EE (R)

As at 31 December 2022 R =FE==—F+=H=+—H

(Unaudited) (Audited)
(REER) (FEE%)
31 December 30 June
2022 2022
—E-CF —E-_F
+=A=+—8H NA=+H
Notes HK$’000 HK$’000
Kiat FBT FAT
Non-current liabilities FRBEE
Bank loans RITER 14 12,290 13,267
Bonds payable &S 13 892,933 916,770
Convertible bonds AR ES 17,737 16,538
922,960 946,575
Current liabilities REBAE
Trade payables BB ZERIE 15 38,733 57,638
Tax payable FERIRRIR - 815
Other payables and H AR RIE R
accruals JESTFRIA 395,270 747,748
Other loans HER 48,308 120,400
Bank loans IRITER 14 8,812 9,115
Bonds payable EfIESR 13 210,667 149,384
Lease liabilities HEBE 219 1,483
Convertible bonds ARk ES - 29,939
702,009 1,116,522
Total liabilities weE 1,624,969 2,063,097
TOTAL EQUITY AND BRERREE
LIABILITIES 1,070,562 1,238,247
Net current liabilities REBAETFE (640,222) (966,539)
Total assets less current EEERREEE
liabilities 368,553 121,725
Net assets liabilities BEEEEE (554,407) (824,850)
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HEXCIEEERAT —T - —FHHEE

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GLCE S i3 IR

For the six months ended 31 December 2022 # %2 =% = — 4+ = H=+—H 1 1EA

(Unaudited)
(REEH)
For the six months ended 31 December 2022
BE-ECCETCAST-ALAER
Attributable to owners of the Company

ARTEEARE
Issued Share  Convertible Non-
share Share option bonds  Exchange Accumulated controlling
capital  premium reserve reserve reserve losses  Sub-total interests Total
BRE TARE: FER

Bx  BiaR i B NERE TR st i it
HKSO00  HKS000  HKSO00  HKSO00  HKSO0D  HKSOO0  HKSO00  HKSO0D  HKSO0O
Tér TR TR TEn TEm TER TR TER TER

At1 July 2022 i 3
tA-A 266,056 172,006 15,588 12415 122660 (1,461,898  (673,168) 48318 (824,850

Total comprehensive  SE2A(FR)/
(expense)income YAEE

for the Period - - - - (2621) 214,468 201,847 (1202 240,645
lseofshareson  EETARESS

conversion of ikt

convertible bonds 35,400 - - (5,602) - - 20,798 - 20,798
Captalreorgarisaion ~ RAZA (206,383 286,383 - - - - - - -

Changesiequy — HEE&ERE
forthe Peio (5086 286383 - A () o4 e () 210

At31 December 2022 R=F==
tZR=t-H 15,073 458,389 15,588 6,813 90,039 (1,187,425 (601,529 47,116 (554,407)
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
ERGRE RSB ER ()

For the six months ended 31 December 2022 # 2 =% = — 4+ = H=+—HI1-1EA

(Unauditec)
(FiEzH)
For the six months ended 31 December 2021
BE-T--#t-A=t-BLER
Attributable to owners of the Company

KRAEEARLL
Share  Convertiole Non-
Share Share option bonds  Exchange  Accumulated controling
captal ~ premium EServe 6Serve eserve losses  Sub-fotal interests Total
BhE WaRER R
k& KirgR B B NERE  ZER it B& &t
HKS000  HKBO00  HKS000  HKBOOD  HKS000  HKSO000  HKS000  HKS000  HKS000
TR TR TR TAr TR TR TR TEr TEr
At 1 July 2021 3
tA-A 160371 130,318 19,385 2461 114160 (41613 29,564 59,145 88,709
Totel comprenensie ~ EEZEUNEE
income for the Period - - - - 54 6,306 6,847 2,681 9,528
Repayment of [ERmARES
convertible bonds - - - (14,648) - 14,648 - - -
Shaephcngupon  EERHE
completion ofplacing ~ EXER(A 17,000 2391 - - - - 40951 - 40951
Lapseof shareoption ~ ERHERM - - (3797) - - 3797 - - -
Chenges in equiy HEERRD
for the Period 17,000 23,951 (3,797) (14,648) 541 24,751 47,798 2,681 50,479
At31December 2001 MZE=—%
TIRET-B man 154269 15,588 6813 114702 (391381) 77,362 61826 139,188
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FEXCIEEERAT T —FHHERE
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BHGAERESRERE

For the six months ended 31 December 2022 2 =& = — 1= H=+—H11EA

(Unaudited)
(REEZ)
Six months ended
31 December

BZ+=-A=+—H
IEAREA
2022 2021
—EC-CF —T-—%F
HK$’000 HK$’000
FET FHT
NET CASH GENERATED FROM/ R&#i5A718
(USED IN) OPERATING (FTR)Z
ACTIVITIES HEFE 7,532 (20,540)
NET CASH USED IN INVESTING R&SEEIFTHZ
ACTIVITIES HETFE (3,272) (1,9295)
NET CASH USED IN FINANCING R&;EB T2
ACTIVITIES HEFE (13,864) (16,976)
NET DECREASE INCASHAND H&RESZE
CASH EQUIVALENTS BHRDFE (9,604) (39,441)
EFFECT OF FOREIGN ExgH o
EXCHANGE RATE CHANGES (616) 2,432
CASH AND CASH EQUIVALENTS HiE4$RES
AT BEGINNING OF PERIOD ZEER 12,874 46,775
CASH AND CASH EQUIVALENTS HiIZXEERES
AT END OF PERIOD Z@EEH 2,654 9,766
ANALYSIS OF CASH AND BeERBLEE
CASH EQUIVALENTS BHE AT

Bank and cash balances RITRIBEET 2,654 9,766
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B ARE M BwRME

For the six months ended 31 December 2022 2 =& = — 1= 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 2022, the Group had
net current liabilities of approximately
HK$640,222,000. 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.

RREER S BER

WERAREZERER S M BEHRER
EREmEBEFAG((FE
BREAERMzE LA
R 345 BRI RS 1 ([ BB
BEFERISE4N AR EBH S
R HMER AR ([BERFT])ES
ERANT EmRA ) MrEE 175
AR EREREL

ZEERRAMBRROIRES
ERAEERS  WE[SERR
FE(ER)EHNE TWER
ERT ARSI

RZEZ—_F+=_A=+—
H AEENRBAGFELY
640,222,000/ JC ° Z E Ak &
RAEEEATHEEME  siEAE
EEFEKERENBREXSE - A
b NREBAIREEATEER XS
BIEPERHEERBEITEARE -
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FEXEIEEERAT — T —FHHHE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

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 Company is in the process of
negotiating for a settlement of a bond
payable to several bondholders in the
amount of HK$211 million. In the event
that a settlement is reached between
the Company and bondholders, the
Company expects the relevant bond
payable in the amount of HK$211 million
to be deferred or discounted;

- The Group had several idle right-of-
use assets and buildings located in
Mudanjiang City, Heilongjiang Province,
the People’s Republic of China (“PRC”)
and Hong Kong with a total carrying
amount of approximately HK$103
million and approximately HK$63
million respectively. These right-of-use
assets and buildings are available to be
disposed of, which have a total market
value of approximately HK$193 million,
in the event the Group requires further
financing;

1.

RREERETBOR
(#0)

REEHAR S MBHRE - AR
AESCEEEEAEER R
BABRRBHES  ANAEH
HERNES R R SR = S A ) J IE
HERLREMNGES - RIEAE
BB AR I MR R TS B
RIFFENZERES  EFEEHRM
AT &8I R4 it

-  ARFREREMETEZE
A5EBARRITASEETE
FHEITHER o WA R H
BEHFE NERME - K
ARBHEFEAI1EES
THEBERNESE TE
IEKARIR

- AEEEREARLMEH
(THE])EBEIEHST
MEEEREHREBERE
REEERET  KEA
ER R AE103E EE T K
HB3E BB o 2 EFEH
BEENEFAHEE
BTHEL198BEESTT © LA
EAEEFZE—THE
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China Zenith Chemical Group Limited Interim Report 2022

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AR & B 8RR B = ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

1.

BASIS OF PREPARATION 1. FEREERSTEHE
AND ACCOUNTING POLICIES (&)
(Continued)

On 28 December 2020, a subsidiary
of the Group, Heihe Longjiang
Chemical Limited (“HLCL”) entered
into an agreement with Heihe Longhe
Investment Management Limited
(“HLIML"), an independent third party,
pursuant to which HLCL had agreed to
transfer the land use rights of certain
lands located in the PRC at an aggregate
consideration of approximately
RMB156,440,000, comprising
approximately RMB139,440,000 with
land compensation of RMB17,000,000.

Although the Land Disposal was
suspended due to the resumption of
operation of the HLCL, the management
is of the view that the other payables of
approximately RMB139,440,000 due to
HLIML will not be recalled in case HLCL is
under normal operation; and

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

R—ZZFE=_ZFF+ = A8
=t+N\B  AEBEZKB
AR ENEIILIERA
A ([ BseIibT]) E5E
VEZHBAEAKEE
BEERAR([BAEER
EER|)EKHE B
I BaEE T IREE
FALR P BEAE T LAY
TR - BREHOA
B # 156,440,000 T © B
& 4 A R ¥ 139,440,000
TR Lt ES AR
17,000,0007T °

B SR 2 e T THRE
BEMEELHEES
HBEEEERE M2
BT TIEFEE &
NEEAREEEER
EEAFNEMENFE
4 AR #139,440,0007T 1
TewiE &

A6 B A R B R R
B S B R HE B DAL A AR 3R
T EARMITHRFAS LR

Py =
i/ﬂbﬁ °
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R CFREWE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

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 2022 are the
same as those presented in the Group’s annual
financial statements for the year ended 30 June
2022.

1.

RREERETBOR
(#0)

ER b st 3 RE N - EEE L
RE  BEBREELEREMTG
BRREBRE - WASEREE
B At BN - BIRREEA
BEERFERELE  MAY
RAPMBRREHFE - AHE
AEENEEEEZAETRES
B RAREANTMNEMERE
FHERE  YHFERBEERE
BEAREMDERRBDEERA
f& - ZSRBENFELRERE

BTSRRI -

BRFE S R] BB I 15 R S 2E R
(BEBUBEREERNDEHZE
MEIINEFTHRIN  BEZT
T+ A=t—HINEA
2 ERRAR G IS MR FT A 5T
RRFAEFFAAEEHEE-F
——ERNAZTHLEFEZFE
WS HmER AT ZSE AR ©
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2.

China Zenith Chemical Group Limited

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

APPLICATION OF
AMENDMENTS TO HKFRSs

The Group has adopted and applied the
new standards, amendments to standards
and interpretations that has been issued and
effective for the accounting periods beginning
on 1 July 2022. The adoption of these new
standards and amendments to standards has
no material impact on the Group’s results and
financial position. The Group has not early
adopted these new standards amendments to
standards and interpretations which have been
issued by HKICPA but are not yet effective.

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.

2.

Interim Report 2022

P FIE B RS 5
AT

AEBE DRI RS EMILR
—E - FH A HRARNER
HAfE AR ORI RT RN - ERIERT
AE#EE - RAZEHTER R
HERINERT A A 62 [ B 26 48 I B
BRRL EMBEBAZE - AEEL
ERARAEAEHMARER
A8 M R )RR F HT AT
A« ERNEET A R kg -

ATEE

BRRAR A M AR MK TR A
SEEREEREBABRZER
BEEAXEZAFERE -

NFERMSSEEEFERE
TZERFRZFHE-REE
PRER B E — R B B2
E1& - AN RBEZ A FERER
RAFESHEES - AR HH
RUAFTEXAFEZ HERM 28
ABIBED R=/  FEWMT

F1RBARIE - AEBE £
ERRBZHEREERABEREL
BB 2 B CREHRHE) -



FEX{EIEEERAH

R CFREWE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AR & B 8RR B = ()

MEASUREMENTS (Continued)

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 2022 and
31 December 2022.

3.

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

3. FAIR VALUE

NEEFTE@E

FRBARIE - BRE1RREA
S - BN A B EEBERS
ZEESAERARIE -

FIRBARE : BEEREEZ
EABEB AR

AREBZBRENBREEFE
BEBZEMBEEHZA -
R A KB = ARFIERZ—

RZZE-_—_FAA=FTHEK=Z
——F+=ZA=+—H ' &AF
Bt \BRZzeREEZETEH
A EFEEFERAFEIR -
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China Zenith Chemical Group Limited

Interim Report 2022

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B4R & B 3% 3R & B = (4D

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

4.

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

YR 0 AR AR FNRR R B 1A
REEH - U HERARE
Mz BARBEMFZHE
Em R RHRGERFE -

(Unaudited)
(RBEZ)
Six months ended
31 December

BEt+t=-A=t—H
1IEAER
2022 2021
—E-CF —ET-—F
HK$’000 HK$’000
FBT T
(Re-presented)
(&)
Continuing operation: SIEAR R EETS
Sales of calcium carbide SHERIES 83,898 145,971
Sales of lime powder SHE AR 8,319 =
92,217 145,971
Discontinued operation: BRI
Heat supplying services EBe e AR 75 3,766 142,014
Electricity supplying services & /1 { & R 7% - 11,250
3,766 153,264




FEX{EIEEERAH

R CFREWE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

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 three
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.

The Group’s reporting segment of heat and
power and construction services have been
presented as discontinued operation following
the takeover of Mudanjiang Better Day Power
Limited by Mudanjiang Authority of Housing
and Urban-Rural Development, a wholly-owned
subsidiary of the Group, engaging in the heat
and power segment on 26 August 2022 and
the disposal of Mudanjiang Jinyang Municipal
Engineering Company Limited, a wholly-
owned subsidiary of the Group engaging in
the construction services segment on 16 June
2022.

5.

7 RPE R

AEEZ A HwEDBREETR
EmzRIEEEBEM - ERN%
TR 375 P 75 A 01 K% T 355 HE BB SR G
TRMBILIER - AEEFNUT
={ErRHREDEL

BB BN —EE R HEREE
EWl

BALHE — R R BB S R

IR - RRRERABRNL
-

RZZE-_—_FNA=+7H ' #
FHRERENDBHHATER
HREARAA(AEE2EN B
AF)E B FHIH{EE 82
HREE RR-_E-—FXA
T8 BHERBEERE S
HOHATESBETBRIRERA
R AEBE2EHBRRT) @ BEE
Hig  AEBOEEREORE
HEREREDBEINADRIEK
TS o
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China Zenith Chemical Group Limited

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

SEGMENT INFORMATION
(Continued)

The accounting policies of the operating
segments are the same as those described in
the Group’s 2022 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 an associate, gain on deconsolidation of
a subsidiary and corporate administrative
expenses. Segment assets do not include
bank and cash balances, financial assets at
fair value through profit or loss, investment in
an associate, assets classified as held for sale
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.

Interim Report 2022

o EE R (@)

BRENB B BEREAEE
—R - —FEREWHRRAAE
R o 2 B ) B R 3 AT A
BAFEAABGZZEHEER
FlEWER(E1R) - G — R
BRBIFRE  RILEES ARKE
REZ W R ABITHAX © 5
BEEWEAARTRASH
7 BAFEFABRZEHE
E RN-HEBERRZERE 5
BAREREZBEENRRAIE
E-niaEtEGFARTE
R ENES - AHRRES - JE
NEFME - EERAREAM
T FRIB R —RITH A% 2 Rt

A o

AEBRAFE=TEHZHEN
B (ARITME) T E 2 #RE
EREE -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B4R & B 3% 3R & B = (4D

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

SEGMENT INFORMATION 5. ZEBER

5.

(Continued)
Information about reportable segment profit or B HE D 2w F BB -
loss, assets and liabilities: BERBGEZER :
(Unaudited)
(REER)
Discontinued
Continuing operation operation
B&LE
BECEEL e
Calcium Heat and
carbide Unallocated power Total
L ss AAE BERED @t
HK$’000 HK$°000 HK$°000 HK$°000
FERT TER TERT TERT
Six months ended BE-S-_—F
31 December 2022 +=A=+—-A
EAEA
Revenue from external IREPUE
customers 92,217 - 3,766 95,983
Segment (loss)/profit HE(EE) & F (54,166) 338,433 (8,709) 275,558
As at 31 December 2022 HR-B-—&
TEHET=1
Segment assets DEEE 785,575 284,987 - 1,070,562
Segment liabilities HEaETE 292,288 1,332,681 - 1,624,969
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China Zenith Chemical Group Limited

Interim Report 2022

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B4R & B 3% 3R & B = (4D

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

5. SEGMENT INFORMATION 5. oEER @)
(Continued)
(Unaudited)
(REER)
Continuing operation Discontinued operations
BREEER BRILEERH
Calcium Heatand  Construction
carbide Unallocated power services Total
né3 LSl HEREN BRR% @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAT TAT TAL TAT
Six months ended BE-E--F
31 December 2021 +=A=1-H
AR
Revenue from external IREPYE
customers 145,971 - 153,264 - 299,235
Segment profit/loss) HEEH/ (BiE) 16,192 (40,928) 32,479 (10) 7,733
Asat31 December 2021 R-B=—%
TERE=E
Segment assets PEEE 955,525 346,813 789,878 1 2,092,217
Segment liabilties PHEE 305,573 1,285,532 321,225 40,699 1,953,029
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FEXEIEEERAT —T - —FHHKE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

6. OTHER INCOME AND OTHER 6. HW AR Hibks
GAINS OR LOSSES HEE

(Unaudited)
(REEZ)
Six months ended
31 December

BE+t=-A=1+—8H
1IENEA
2022 2021
—EBC-CF —E-—F
HK$’000 HK$’000
FExT FAT
(Re-presented)
(geE3m)
Continuing operation: SIEICE TS -
Bank interest income HRITHLEMA 3 8
Other interest income E A FIBUA - 1
Loss on fair value of financial & F{EzT ABZE
assets at fair value through 2 & BB ERXF
profit or loss, net (EVE=betl (36) -
Gain on conversion of BRI ES 2
convertible bonds Iz 198 =
Property management LIESREN VTN
service income - 149
Government grant BT B & 64 =
Forfeited of deposit of IEE B —E
disposal on subsidiary WEARIMNE & - 30,263
Consideration received of HERIERE AR
disposal on Deconsolidated  FfJ/& 7 &) Fr U Y
Subsidiary IR E - 3,800
Sundry income HEEA 209 70
438 34,291
Discontinued operation: BRI ESET
Government grant BT e & - 5,532
Sundry income LT PN 20 584

20 6,116
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

7. INCOME TAX EXPENSE 7. FREM

(Unaudited)
(RBEZ)
Six months ended
31 December

BEZE+=-A=+-—H
1E75{E B
2022 2021
—E-CF —E-—F
HK$’000 HK$’000
FET FAT

Current tax BNERRAETE

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 (2021: 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 (2021: Nil).

HRAEERHRY BEEBE
AR REER Bl A - B bt 3P Rt
BENSHAREE (2T~
FE)

HoAth b 85 JRE AR A5 A1) 2 B TR T
TR AR B E X B ERR
BRIBE  BEZSFERBAE
Bl RERIEHEE -

HRAEERBHAC &=
RIS R AR S T EE R0 A -
BT 4 LR B (b FE TS B AT R A
W Z—F &|&) -
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FEXEIEEERAT —T - —FHHKE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

8. PROFIT FOR THE PERIOD 8. HAREF

The Group’s profit for the Period is stated after NEER BB 2% A E KR T3
charging the following: EKIETBR -

(Unaudited)

(REEX)

Six months ended
31 December

BZ+=-A=t+—H
IEREA
2022 2021
—E-F —E_—F
HK$’000 HK$’000
FExT FHT
Depreciation of fixed assets ElE EEHTE 27,955 16,702
Depreciation of right-of-use  {FFEEERE
assets 3,911 4,228
Staff costs (excluding B IR (T e
Directors’ emoluments): EEME) :
Wages, salaries and IE - -HFak
benefits in kind EWHE 7,715 17,800
Retirement benefits RIKERETE
scheme contributions HER 1,500 3,900

Directors’ emoluments E5E 480 800
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AR & B 8RR B = ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

9. EARNINGS/(LOSS) PER
SHARE

(@

Basic earnings/(loss) per share

From continuing and discontinued
operation

The calculation of basic earnings per
share is based on the profit attributable to
owners of the Company of approximately
HK$274,468,000 (2021: HK$6,306,000)
and on the weighted average number
of approximately 150,437,885 ordinary
shares in issue during the year (2021
(restated): 85,712,688 ordinary shares
adjusted by share consolidation).

From continuing operations

The calculation of basic earnings/
(loss) per share is based on the profit
attributable to owners of the Company
of approximately HK$283,177,000
(2021: loss attributable to owners
of the Company of approximately
HK$26,173,000) and on the weighted
average number of approximately
150,437,885 ordinary shares in issue
during the year (2021 (restated):
85,712,688 ordinary shares adjusted by
share consolidation).

9. BRER (E#E)

GV

SREAXBF,
(E8)
REBELEREARLE
%3
FREREF TR E A
AEER ARG R L
274,468,000 8 7T ( = &
— — % : 6,306,000/ 7T )
MERBETL R Z M
W H#) /150,437,885
B(—ZT = —F(K&7) :
85,712,688 I @ @ % (7 &
HHARR LB FTE -

FRERAF,(EE) T
BIEARANB A ARG
#49283,177,00078 7T ( =
T-—F: AQREA
A JE 1 /& 18 49 26,173,00
BT RFRBETYE
BRzMEFEFHEN B
150,437,885 (=& — —
F(4E&E) : 85,712,688
RBBRHDEFAENL
BR)EE -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

9. EARNINGS/(LOSS) PER
SHARE (Continued)

(@

(b)

Basic earnings/(loss) per share
(Continued)

From discontinued operation

The calculation of basic earnings/
(loss) per share is based on the loss
attributable to owners of the Company
of approximately HK$8,709,000
(2021: profit attributable to owners
of the Company of approximately
HK$32,479,000) and on the weighted
average number of approximately
150,437,885 ordinary shares in issue
during the year (2021 (restated):
85,712,688 ordinary shares adjusted by
share consolidation).

Diluted loss per share

The computation of diluted earnings/(loss)
per share for the periods did not assume
the exercise of outstanding share options
and convertible bonds of the Company
since these options have no dilutive
effect and convertible bonds were anti-
dilutive during the periods ended 31
December 2022 and 2021.

10. CAPITAL EXPENDITURE

During the Period, the additions to property,
plant and equipment in the PRC were
approximately HK$1,498,000 (2021:
HK$1,925,000).

9. BRERN (EHEE)m

(@ EBREXEBR
(E518) (&)
RECKRIEERK
FRERNAF,(E1E) T
BIEARNBHEE AELE
18 498,709,000 T (==
——F  ARREEAJE
1% F#932,479,00058 7T )
MERBEITL BB Z M
W H#) 5150,437,885
B(ZE——F(LE7) :
85,712,688 B @ @ % (5 &
HAZA LB FTE -

(b) EBREHEER

HRBE_T_—_Fk=
T-_—%+=-HA=+—H
IEHAR - S ERETA
BEER - BrdinEs
BEREEER  BEtsE
HEEREBERF (&
B) W R BRITEAR R
SRAT {5 A B RS ARE RN A 32 P
&% o

=N

REER  EFBAEME - K
B K& 2 & %4 A1,498,000
BT (ZZT = —4F : 1,925,000
JL) °

10.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

11.

TRADE RECEIVABLES

The Group’s trading terms with customers are
mainly on credit. The credit terms generally
range from 15 to 30 days (30 June 2022: 15
to 30 days). The Group seeks to maintain
strict control over its outstanding receivables.
Overdue balances are reviewed regularly by the
management.

The ageing analysis of trade receivables, based
on the invoice date, and net of allowance, is as
follows:

11.

EWRE % REA

AEEFBREERERFET
R5 - FEH—RNF15E30H
(ZE=_—FA=+H8:15%
30H) o A5 B B MR BRARIE
FIEREEEUERE - BHIRE
B E R -

AT R AU E 5 818 (kR
B IREZ AR ZIRE DT

(Unaudited) (Audited)

(REBER) (fEZ)

31 December 30 June

2022 2022

—E-= —E-_4F

+=A=+-8 ~A=18

HK$°000 HK$'000

FERT FET

Within 30 days 30BN 1,428 6,447
31 to 60 days 31E60H 253 314
61 to 90 days 61Z290H 3,455 1,679
91 to 120 days 91£F120H - 3,990
121 to 150 days 121E150H - 3,456
151 to 180 days 151£180H 271 3,463
181 to 365 days 1812365H - 10,410

5,407 29,759
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B4R & B 3% 3R & B = (4D

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

12. SHARE CAPITAL 12. BRA
(Unaudited) (Audited)
(RESEZX) (fEZ)
31 December 30 June
2022 2022
—E-= - —F
+=A=+—AH SNA=+H
HK$'000 HK$'000
FET FHT
Authorised VETE
5,000,000,000 ordinary 5,000,000,000/%
shares of HK$0.10 each FARMEEO0.10
BT Tk 500,000 500,000
Issued and fully paid BEITRET
150,728,048 (30 June 150,728,0480%
2022: 2,660,560,978) (ZTB==%
ordinary shares of NA=t+H:
HK$0.10 each 2,660,560,978
i) FRREE
0.1087T 2

E A 15,073 266,056
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

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

A summary of the movements in the issued ARARZBEBEITRANEAR 2 &
share capital of the Company during the Period FERBAT
is as follows:
Number of
ordinary shares
issued Par value
BT
ZEREE HE
000 HK$'000
& FAT
At 1 July 2021 RZZE——F
+H—H 1,603,707 160,371
Placing of shares (note a) &Mkt (Hiita) 170,000 17,000
Rights issue (note b) s liE=12)) 886,854 88,685
At 30 June 2022 and A —
1 July 2022 NA=THR
T F
+tH—H 2,660,561 266,056
Issue of share on conversion & A] # iR (F 55 b5
of convertible bonds BITRAD (Ki7Fc)
(note c) 354,000 35,400
Capital reorganisation A B (Hita)
(note d) (2,863,833) (286,383)
At 31 December 2022 MNZE__F
+=—A=+—8 150,728 15,073
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

12. SHARE CAPITAL (Continued)

Notes:

@)

®)

(©

@)

On 3 September 2021, a total of 170,000,000
shares with subscription price of HK$0.25 per
share were issued under general mandate
pursuant to the subscription agreement
dated 24 August 2021. The net proceeds
of approximately HK$40,951,000 was used
for repayment of debts and general working
capital of the Group.

On 7 January 2022, a total of 886,853,659
rights shares with subscription price of
HK$0.12 per rights share were allotted and
issued pursuant to the underwriting agreement
entered on 23 November 2021. The net
proceeds of approximately HK$106,422,000
was used for repayment of the Group’s
indebtedness and general working capital.

On 21 June 2022, the Company issued
convertible bonds in an aggregate principal
amount of HK$35,400,000 with the rights to
converted into 354,000,000 ordinary shares of
the Company at conversion price of HK$0. 1
per share. The convertible bonds with carrying
amount of approximately HK$29,939,000 were
converted into 354,000,000 ordinary shares on
4 July 2022.

On 14 December 2022, the Company
implemented a share consolidation of every
twenty (20) issued existing shares of par value
of HK$0.1 each in the issued share capital of
the Company into one (1) issued consolidated
share of par value of HK$2.00 each with effect
from 16 December 2022. Immediately following
the share consolidation, issued share capital of
the Company will be reduced by (a) rounding
down the total number of Consolidated Shares
in the issued share capital of the Company
to the nearest whole number by cancelling
any fraction of a Consolidated Share in the
issued share capital of the Company; and (b)
cancelling the paid up capital of the Company
to the extent of HK$1.9 on each of the then
issued Consolidated Shares such that the par
value of each issued Consolidated Share will
be reduced from HK$2.0 to HK$O0.1. Details
of which are set out in the Company'’s circular
dated 21 November 2022.

12. BRA (%)

Mt -
@)

®)

(©

@)

RZFZ—FANHA=H &#
170,000,000 K R 17 + 771E 18
BER0.25ETERIFA A
—E=—FNA=FIHAR
Bl - Y — AR ETT AT
125 IBFBEA740,951,000/% 7T
HARMEE R EFEHR K
EELED -

R-F-—=—F—F+H ER
BRZF=Z—F+—HA=+=
H 5T 37 /9 35 177 0% B 3 R %
77 & #£ 886,853,659 % t4 IR %
1 RIEEAERERRK D
0.1287T ° BT {3 50 E ) FEE#I
106,422,000% 7t #5 F R 5 3%
FEFEFR —MEEES ©

RoOF-ZZFNH -+ —
H @ ARE]E7TRZAES
35,400,000 /& 7T .2 A] #2 % &
% WHEZFRO1ETH
#4 JI% (8 #3 #2 5 354,000,000 %
ARG EER - REEA 5
29,939,000 7t # A #2412 & 5
ER=—F-—F+ APgAE%E
75354,000,0008% 2385

R=-F-——F+=-FA+WAH -
B-FE-—F+=HA+~H
B KR EHF = (20K &
REEONETHE ZFTHE
RG&GEE—(1)REREE
2.008TTH)E #ITE R °
BRER (7 A DEE - AR Al
BT I 2B (@)t 3 AR A A
B TR & GHR (7 89 (1]
TR - 1 mAEA L RS %
TTRRA A & GERR (7 4B 2 /] 5
BEREIEY  ROHEE
B BITE HR (DR aF 8
1.9BTT UG ERE B1TE 0f
R 17.2 BB/ 2.08 7T B RE
0.167c » BUL A HARAZ
HERAE - FIFGERELREH
MR —F=——F+—HA=+—
H #9381 ©
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B4R & B 3% 3R & B = (4D

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

13. BONDS PAYABLE

Interim Report 2022

13. ENE®

The movement of the bonds payable is as EEFZEBWT ¢
follows:
(Unaudited) (Audited)
(REEEZ) € &)
31 December 30 June
2022 2022
—E-C—F —E-—F
+=A=+—8 ~NA=+H
HK$’000 HK$’000
FExT FHT
Carrying amount at the REHF2
beginning of period/year BREE 1,066,154 1,085,784
Interest charge for A, F A
the period/year F B 47,759 155,489
Interest paid for N FRZ
the period/year BRFE - (147,719
Redemption of bonds BEESH (10,313) (8,800)
Settlement of bonds by BIEEBITAANR(E
issuing convertible bonds FEHEES - (18,600)
Carrying amount at the RERER S FIRZ
end of period/year BREE 1,103,600 1,066,154
Less: Amount due for A mEBAGBET
settlement within 12 FRPA1 218
months shown under A AEIER%E
current liabilities HHSRE (210,667) (149,384)
Amount due for settlement  JERENAEIE AT
after 12 months shown TR12{E A &5
under non-current liabilites ~ HifEE ML 5 892,933 916,770
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

13. BONDS PAYABLE (Continued)  13. FE{J &% (&)

The bonds were repayable as follows: BEUTE AR EE -
(Unaudited) (Audited)
(RESEZX) (Fe&%)
31 December 30 June
2022 2022
—E-C—F —E__—4F
+=A=+—H ~NA=1H
HK$'000 HK$'000
FExT FAT
Within one year —F A 214,820 157,733
In the second to fifth years S _FZFRHF
inclusive (BIEEEMRS) 1,033,190 1,100,590
1,248,010 1,258,323
The bonds payable are unsecured and interest B EHFBERTRIZE B X0
bearing at coupon rates of 0% to 12% (30 June EE12EFFE(ZE=_=FA
2022: 0% to 12%). =1+8 :0EE12E) -
The bonds payable are measured at amortised FERHMEH A B BRI 2R R EESH K
cost, using the effective interest method, and et E @ BETRBETESEERE
the effective rates are ranging from 0% to HZR5ERE  BEEFFEN
18.92% per annum (30 June 2022: 2.2% to FOEZE18RE(ZZEZZF <
18.92% per annum) after taking into account A=+H: FRENTF22EE
the transaction costs directly attributable to the 18.92[&) -

issuance of the bonds.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B4R & B 3% 3R & B = (4D

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

14. BANK LOANS 14. SRITER
The Group’s bank loans are repayable as NEEZIRITEFER T 5 M
follows: EiE -
(Unaudited) (Audited)
(REEX) € &)
31 December 30 June
2022 2022
—EC-CF —E-_F
+=A=+—A8 ~NA=+H
HK$’000 HK$'000
FBT T
Within one year —F A 8,812 9,115
In the second year E_F 2,855 2,842
In the third to fifth years F=EFRF
inclusive (BEEEWF) 9,002 8,893
After five years AFE 433 1,532
21,102 22,382
Less: Amount due for AT =EAR
settlement within FEAEE 2
12 months (shown FIE (B 1E
under current liabilities) mEBERE) (8,812) (9,115)

12,290 18,267
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B4R & B 3% 3R & B = (4D

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

14. BANK LOANS (Continued) 14. BITER @)
The carrying amounts of the Group’s bank AEERTERZEREELINAT
loans are denominated in the following HEHEEHE -
currencies:
(Unaudited) (Audited)
(REEZ) (FeEZ)
31 December 30 June
2022 2022
—E-CF —E-F
+=A=+—~H ~NA=1+8
HK$’000 HK$’000
FBT FHIT
Hong Kong dollars BT 15,076 16,051
Renminbi AREE 6,026 6,331
21,102 22,382
15. TRADE PAYABLES 15. B EZRE
The Group normally obtains credit terms RNEE—MERHEERLS TI0E
ranging from 30 to 120 days (30 June 2022: 30 1208 (ZZE=-_—FxA=+A8:

to 120 days) from its suppliers. 30E120R) Zf=EH -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

15.

16.

TRADE PAYABLES (Continued) 15. FE{VE 5 BRIE (#0)
The ageing analysis of trade payables, based LT AEMNSESERRERE R
on the date of receipt of goods, is as follows: HER2 5| BRES D AT ¢
(Unaudited) (Audited)
(RIGEX) (feE:=%)
31 December 30 June
2022 2022
—E-= —T_—fF
+=-A=+-—H NA=1H
HK$’000 HK$’'000
i s
Within 30 days 30HA 323 9,745
31 to 60 days 31260H 3,034 3,023
61 to 90 days 61290H 476 1,780
91 to 120 days 91&120H 115 3,170
121 to 365 days 121£2365H 17,756 8,515
Over 365 days HBi@365H 17,029 31,405
38,733 57,638
DECONSOLIDATION OF A 16. RIEZEARMEA
SUBSIDIARY Gl

On 24 August 2022, the Company has received
a notice issued by Mudanjiang Authority of
Housing and Urban-Rural Development (the
“Authority”) stating that in order to ensure the
stability of the heat supply to the residents of
Mudanjiang in the coming winter, the Authority
has temporarily taken over the operations
of Mudanjiang Better Day Power Limited
(“Mudanjiang BD Power”) on 26 August
2022. The Company ceased to have control
over Mudanjiang BD Power as from the date
of taking over of Mudanjiang BD Power by
the Authority. Mudanjiang BD Power shall be
deemed as deconsolidated from the financial
statement of the Group and be classified as
a discontinued operation as from 26 August
2022.

—E_—_F#NA=-+WTA ' AR
AU B T T B M A& %
BRTERDELNBA - AER
BN R R A L= TR R 2R
BT ERER=ZE=_=_FN\A
THABEREERIEAR
TERAR(THATIERRE])
MEZ  BEREEHTIER
HEZHR  ARRGRTIBHE
EITEH BT -_—FN\A
—t+NBR HATEBRES
WRARAEEMEREF DT
W EE AR IEEE -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR & M 3% & Y e ()

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

16. DECONSOLIDATION OF A 16. RILEGZREARME L

SUBSIDIARY (Continued) 7] (#)
The following is the unaudited financial RTARIERRER T
information of Mudanjiang BD Power as at 26 ZZFENAZTANBZAREEZ
August 2022: MIRER
(Unaudited)
(REEER)
HK$'000
FHT
Inventories FE 3,599
Trade receivables FEWE 5 RRIE 22,012
Prepayment, deposits and other TEI IR « 5] REAELY
receivables I 12,526
Bank and cash balances RITRB AT 1,774
Trade payables FERTE ZERTE 9,177)
Other payables and accruals E bR R IEET &R (336,334)
Other loan HAER (67,208)
Net liabilities of HATERREZ AEFHE
Mudanjiang BD Power (872,808)
Release of foreign currency BRBR SN RE 5
translation reserve (81,872)
Gain on deconsolidation of a A ARRKT B A Bl 2 Was

subsidiary (404,680)
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

RS M ERRME(E)
For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA
16. DECONSOLIDATION OF A 16. R ILEZE ARKEB A
SUBSIDIARY (Continued) 7] (#)

Mudanjiang BD Power was engaged in heat
and power division, being a separate major
line of the Group’s businesses, accordingly,
the comparative figures for the period ended
31 December 2022 under the reportable
segment of heat and power presented in
the consolidated statement of profit or loss
and other comprehensive income had been
re-presented as a discontinued operation.
Set out below the financial performance of
Mudanjiang BD Power for the period ended 31
December 2022 and 2021 re-presented under
discontinued operation:

H AT RE R ERG &@ﬁ
% B$E@mﬁ¢£ S
%o At SREBEEEMER
Wkﬁ¢%ﬂmﬁ§_$::
+:H*+ =Nlclskg2
N2 ”%mﬁf%%ai
%%ﬂ%aﬂtﬁﬁ HZE
T-—fp-T-—F+-f
=+—HIEHE HPIERR
BERIEESEME27| NI IEE
EFHIT -

(Unaudited)
(REX)
Six months ended
31 December

BZ+=-A=+—H
IENEA
2022 2021
—E—= —ET-—4F
HK$’000 HK$’000
FExT FHT
Revenue Wzs 3,766 153,264
Cost of sales SHERAR (5,614) (103,226)
Other income and other HAWA R HAh
gains or losses Wassk 18 20 6,116
Reversal/(provision) of BLEWGRIBEHE
allowance | (B4E)
for receivables
— Trade receivables —JE 145(“" 5’1 EEIE 655 =
— Prepayments, deposits —FERIR
and other receivables %&iﬁ\%ﬁé‘
WskIE (3,542) =
Selling and distribution HE kDX
expenses (593) (10,446)
Administrative expenses TR (1,098) (10,165)
Other operating expenses ~ HAA & (794) =
Finance costs TSR AN (1,509) (3,064)
(Loss)/profit for the period ~ RE B AR [EAZ &
from discontinued operation 7% &9 4 (&
8) /%A (8,709) 32,479




FEX{EIEEERAH

R CFREWE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AR & B 8RR B = ()

REPORTING PERIOD

On 26 January 20283, the Company completed
to allot and issue 376,820,120 new ordinary
shares at a subscription price of HK$0.2
per rights share by way of rights issue to the
qualifying shareholders of the Company on the
basis of two rights share for every five shares
held on the record date. The unaudited net
proceeds from the rights issue of approximately
HK$73 million will be used for the repayment
of the Group’s indebtedness and interest
expenses and general working capital of the
Group.

17.

For the six months ended 31 December 2022 2 =& = — 1= H=+—H1-1EA

17. EVENTS AFTER THE

BEMRSEE

R-ZZE-_=F—HA=-+H &K
AREKIER LB EEEER
BR AR 17 78 2% i AR L AR AR D 2 &
£ DEBRARAARQFEER
% B B2 B & %% 17376,820,120 f%
FEBER o REEATRERE
170.278 7T ° HARKARCEIZATE
FIBFBEATZEES T HAR
EEAEBEFSMAEMAS + A
REAREBEN—REEESD -
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEN WD

INTERIM DIVIDEND

The Directors have resolved that no interim dividend
will be declared in respect of the Period (2021: Nil).

BUSINESS REVIEW

During the Period, revenue of the Group amounted
to approximately HK$92 million (2021 (restated):
approximately HK$146 million), representing a
decrease of approximately 37% compared with that
of the last corresponding period. The decrease in the
Group’s revenue because the production line of coal-
related chemical in Heihe City had been suspended for
three months since October 2022 due to the outbreak
of COVID-19. Profit attributable to the owners of the
Company amounted to approximately HK$274 million
(2021: approximately HK$6 million), representing an
increase of 4,252% compared with that of the last
corresponding period. The increase in the Group’s
profit was mainly derived from the deconsolidation
of Mudanjiang Better Day Power Limited (the
“Deconsolidation”). Details of the Deconsolidation
was disclosed in the Note 16 of the Interim Report.

The Group’s selling and distribution costs for the
Period was approximately HK$6 million (2021
(restated): approximately HK$6 million). There is no
significant change in selling and distribution costs.

The Group’s administrative expenses for the Period
was approximately HK$52 million (2021 (restated):
approximately HK$19 million), representing an increase
of approximately 173% compared with that of the last
corresponding period. The increase in administrative
expenses was mainly due to provision of depreciation
on reclassified from non-current assets held for sale to
property, plant and equipment and right-of-use assets;
and the suspension of operation of HLCL during the
Period .

hER S

BEDHRTE I EIRE SR T HR AR
B(ZZ=—F:8\)-

E e

RAER - AEERKENAERE EE
T(ZEZ—F(KFF)) : 14688
BIL)  BREFEBRAL37% c AR
COVID-19M)18% - BT =-=F+A
AR - BATMRERBLEIEERE R
EZ@EA  BRAEERERD - A
AEB AEBIRERMN A274EGEBT(Z
% H6EEBT)  BEFRE
$IN4,252% o REBEFEIEMEE
AR TERRAEERARKIERE
ABR(TRIEZRE AR HFTE » £1E4R
A ANRFIBERPEREF16IEE -

REBNAHR 2 HE LD HRALN R
6EBET(ZZE_—F(KF7) : 46
BEBT) HERDHEKALEEKX

5z

o

AEBRAIBREZ TR O AEES
BT(ZEZ—F(KE)) : H19BE
BIT) AT REBIEINAI173% © 1T
B I I E B2 R R ERERIER
PHEEEDEBTDE - BEREEMN
MEREEETIRITE « ARAHHE
TR TE S &BFTER
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

The Group’s other operating expenses for the Period
was approximately HK$7 million (2021 (restated):
approximately HK$9 million), representing a decrease
of approximately 24% compared with that of the last
corresponding period. The decrease in other operating
expenses was due to the result of cost cutting.

Coal-related chemical production
division
The coal-related chemical production division includes

the manufacturing and sale of calcium carbide and
lime powder (the “CC segment”).

During the Period, the CC segment recorded a revenue
of approximately HK$92 million (2021: approximately
HK$146 million) from external customers, representing
a decrease of approximately 37% compared with that
of the last financial year. The CC segment recorded a
gross loss of approximately HK$2 million (2021: gross
profit of approximately HK$34 million), representing
a decrease of approximately 107% compared with
that of the last financial year. This is because during
the Period, the production line in Heihe City had been
suspended for three months since October 2022 due
to the outbreak of COVID-19 and the utilisation of
production not smoothly by the impact of COVID-19.

Heat and power division

During the Period, the heat and power segment
recorded a revenue from discontinued operation of
approximately HK$4 million (2021: approximately
HK$153 million) from external customers, representing
a decrease of approximately 98% compared with
that of the last corresponding period. The decrease in
revenue was due to the Deconsolidation as stated in
Note 16 to the Interim Report.

AEBRARBZ HtEEmI A7
BEAT(ZE—F(KF3)) : 98
BEL)  REFRER AL 424% o &
b AR SR T R AR AR ATER ©

EAEEEIERY

BRI TE m A B suE MIHE (L
F5AMAHHD ([ D ER )

AR - R e iGD ZEXE R B INR
BEPWREHNREEBT(ZE_—F

H146B BB L) BE—YFBRFEER
LHI3T% ¢ BRALEE D EEXBEEL2H
ERET(ZT—F : EFQN4EEER
TL) o B E—HRERERADH107% ©
S TS E AR AR - BammEERR
COVID-19BEMBE T -4+ At

EIT=18A RCOVID-19 LB &E
FAIE -

e B D ED

RAEMA - BB R E 75 315K

BINBEFPHERIEEEEBRZN4
BAEBT(ZZE_—F: {1537 EB
fz) R F R R A #)98% © UL
DT B S I FE16FT I A48 LEAR
A NERFTER -
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EEENWR DN (A)

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 2022, the Group had total assets
of approximately HK$1,071 million (30 June 2022:
HK$1,238 million), which were financed by current
liabilities of approximately HK$702 million (30 June
2022: HK$1,117 million), non-current liabilities of
approximately HK$923 million (30 June 2022: HK$947
million), non-controlling interests of approximately
HK$47 million (30 June 2022: HK$48 million) and
shareholders’ equity of deficit by approximately
HK$602 million (30 June 2022: HK$873 million).

As at 31 December 2022, the current assets of the
Group amounted to approximately HK$62 million
(30 June 2022: HK$150 million), mainly comprising
inventories of approximately HK$5 million (30
June 2022: HK$22 million), trade receivables of
approximately HK$5 million (30 June 2022: HK$30
million), prepayments, deposits and other receivables
of approximately HK$39 million (30 June 2022:
HK$74 million), financial assets at fair value through
profit or loss of approximately HK$0.1 million (30 June
2022: HK$2 million), cash and cash equivalents of
approximately HK$3 million (30 June 2022: HK$13
million) and assets held for sale of approximately HK$9
million (30 June 2022: HK$9 million).

EXGEHR -  RBESRY
BEIR

BEXER

REIEA - AEEDBIEBARELEE
IRA R AEE MR AREE Z PSR
HENEEMRAES -

RBESRUHKLER

R-BE-_—_F+-_A=+—8 ' A£H
ZHBENROMBEEET(Z2 -
FXNA=1H :1238F&BT) > AR
BEBENTRAEEET(ZE -~
B=+8 :1,117EE8ET) * 3ERsHa
BEX2SE &R L(ZE__F A=
H:o47EBET)  IEERERL47
BESAT(ZE-_—_FxA=1H:48
BEBIL) MEA AESELB02E BB T
(ZEBE-—F X XA=1+H:873@EHB
TO) BT o

R-BE-_—_F+-_A=+—8  A£H
CRBEENARASET(ZE -
FRA=ZtTAH:150H588m) £2
BREGEELSAEST(ZE-__FXA
=+H:2268%x)  BKESKRE
HrEERT(ZE_—F R A=1+H:
0EBAL) BNAFIE T REM
JEWGRIEHBOE BB L(ZEZZF X
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“HXNA=1+H:2BE8BT) BE
MBS EEBELEEEL(ZE ==
FEXAZTH 13EEBT) AREE
BEZEEANBEBTL(ZE__FX
A=+H:9B8#T) -
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As at 31 December 2022, 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 0.1
(30 June 2022: 0.1), 0.1 (30 June 2022: 0.1), 152%
(80 June 2022: 167%) and deficit by approximately
293% (30 June 2022: 250%), respectively. 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.

Non-equity funding

Bank loans

As at 31 December 2022, the bank loans of the
Group amounted to approximately HK$21 million (30
June 2022: HK$22 million), of which approximately
HK$15 million was denominated in Hong Kong dollars
and approximately HK$6 million was denominated
in Renminbi (30 June 2022: HK$16 million was
denominated in Hong Kong dollars and HK$6 million
was denominated in Renminbi). Based on the agreed
scheduled repayments set out in the loan agreements,
bank loans of approximately HK$9 million (30 June
2022: HK$9 million) were repayable within 12 months.

Bonds and other non-equity financing

As at 31 December 2022, the aggregate bonds
payable were approximately HK$1,104 million (30
June 2022: HK$1,066 million) which were issued for
improving the working capital of the Group during the
Period.

RZZE-Z—F+=-A=+—H ' A&H
Z//Ibibttr(//lbitﬁjg/mb@]ﬁ ,}S)
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167%) 7R F A #9293% ( —Z — —4F X
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Equity fund-raising activities

Right issue

On 26 January 2023, the Company completed a
rights issue. The net proceeds raised from the rights
issue by issuing 376,820,120 shares at HK$0.2 on the
basis of five right shares for every two existing shares
held were approximately HK$73 million. As at the
date of this report, the proceeds have been utilised as
intended.

Details of the Right Issue were disclosed in the
announcements of the Company dated 18 October
2022, 10 November 2022 and 26 January 2023.

Significant acquisitions and disposals
of subsidiaries and future plans for
significant investments on capital asset
acquisitions

On 24 August 2022, the Company has received a
notice issued by Mudanjiang Authority of Housing
and Urban-Rural Development (the “Authority”)
stating that in order to ensure the stability of the heat
supply to the residents of Mudanjiang in the coming
winter, the Authority has temporarily taken over the
operations of Mudanjiang BD Power on 26 August
2022. The Company ceased to have control over
Mudanijiang BD Power as from the date of taking over
of Mudanjiang BD Power by the Authority. Mudanjiang
BD Power shall be deemed as deconsolidated from
the financial statement of the Group and be classified
as a discontinued operation as from 26 August 2022.

Mudanjiang BD Power is applying for the voluntary
winding-up. Upon the completion of the winding-up
procedure of Mudanjiang BD Power, there may be
a recoverable amount from Mudanjiang BD Power
of which would be recorded as a revenue of the
Company.

BRABEZH

A

“ZT-ZF—A-+RH ARETEK
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As at 31 December 2022, the Company did not
have any significant investments except for the
financial assets at fair value through profit or loss of
approximately HK$0.1 million (30 June 2022: HK$2
million).

Charges on the Group’s assets

As at 31 December 2022, bank loans and other loans
of approximately HK$21 million (30 June 2022: HK$22
million) and HK$48 million (30 June 2022: HK$120
million), respectively, were secured by charges over
the Group’s certain property, plant and equipment
and right-of-use assets (30 June 2022: property, plant
and equipment and right-of-use assets and 51% of
equity shares of a PRC wholly owned subsidiary).

Contingent liabilities

As at 31 December 2022, the Group did not have any
significant contingent liabilities.

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
2022.

R —F+-_A=+—H  BEZAQ
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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 2022, the Group had 77 full time
employees in the PRC and Hong Kong (30 June 2022:
496). 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

FEX{EIEEERAF

CECCFREWE

EEEN WD (&)

ARBRREEAREBRESIREZ

“Options”) granted under the share option scheme of BER%E ([EERAE |) 2 @& F B0
the Company during the Period are set out below: N
Adjustment
Options Options Options Options upon the Options Exercise
Number of held at granted  exercised  cancelled  completion heldat Date of Date of price of
category of 30June  duringthe  during the during ofshare 31 December grantof  expiry of Options
participants 2022 Period Period  the Period  consolidation 2022 Options Options per Share
3 e BRERH
REZTE  HEARY  BEAGR  BEAEE RSN TSAST-B BRE BRE BRE
SHEERHA KEZERE  ZBRE  2BRE  2BRE RAAEE  GACERE RURE  HERH i
Directors £z
Chan YukFoebe &S 12,461,807 - - - (11829217 622,590 03/11/2020 02/11/2023  HKST.Q4ETL
12,451,807 - - - (11,829,217) 622,590
lawTzePngBic  EFT 12451807 - - - (11829217 622500 03/11/2020 02/11/2003  HKST Q4T
12,451,807 - - - (11,829,217) 622,590
MaWing Yun Bryan &1 8,141,566 - - - (7734488 407,078 03/11/2020  02/11/2003  HKST Q4T
8,141,566 - - - (7,734,488) 407,078
TamChinglo  &EH% 8,141,566 - - - (7,734,488 407,078 08/11/2020  02/11/2023  HKST QBT
8,141,566 - - - (7,734,488) 407,078
Hau Chi Kit EEE 8,141,566 - - - (7734488 407,078 03/11/2020  02/11/2003  HKST Q4T
8,141,566 - - - (7,734,488) 407,078
Other Employees  HftEE 49,807,230 - - - (47,316,867 2490363 03/11/2020 02/11/2023  HKS7.94%7t
49,807,230 - - - (47,316,867 2,490,363
Total i 99,135,542 - - - (94,178,765) 4,956,777
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PROSPECT

Although the COVID-19 pandemic (the “Pandemic”)
still has an impact on the PRC economies and market
price of coal is at its peak, the Board overcome several
barriers to resume the production of calcium carbide
in Heihe Longjiang Chemical Co., Ltd. (“Longjiang
Chemical”), a subsidiary of the Company. The Board
believes that Longjiang Chemical would be the growth
driver of the Group in the forthcoming years.

Coal-related Chemical Production
Division

During the Period, Longjiang Chemical has officially
commenced the production of calcium carbide in
late June 2021. Longjiang Chemical has two calcium
carbide production line with a designed annual
production capacity of 100,000 tonnes and could
achieve 130,000 tonnes under smooth operation.
Research, development, renovation and investment
in Longjiang Chemical over the past few years have
made its current production more efficient with
lower energy consumption, which together with the
relatively cheap, yet stable and environmentally-
friendly hydropower imported from Russia that
accords with the carbon neutrality related policies the
state vigorously promotes, will give the Company a
competitive advantage. Despite the increase in market
selling price of raw coal and other material cost, the
increase in market selling price of calcium carbide has
been outweighed by the increase in its production
cost. Thus, the management expects the profit margin
will reach a record high figure. The management
will closely monitor the situation and will consider to
resume the lower stream operation as well as the
polyvinyl-chloride and vinyl acetate production lines.
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Heat and Power Division

The Group had deconsolidated the heat and power
division during the period due to the Authority has
temporarily taken over the operations.

Construction Services Division

The Group had disposed the construction services
division during the year ended 30 June 2022 to reduce
the burden of the Group.

Disposal of Shares by the Single Largest
Shareholder in August 2021

The Company was informed by Mr. Chan, the
single largest shareholder of the Company, and
Beijing Gaoya Investment Management Limited*
Gt RE R EERER A A) (“Gaoya Investment”)
that on 31 August 2021, Mr. Chan as the vendor and
Gaoya Investment as the purchaser entered into a
memorandum of understanding (the “MOU”), pursuant
to which Mr. Chan intended to sell and Gaoya
Investment intended to purchase 382,000,000 Shares,
representing approximately 23.82% and 21.54% of
the total issued share capital of the Company as at
the date of the MOU and this report, respectively,
at a preliminary selling price of HK$0.81 per share
(the “Disposal”). Both parties agreed to sign a
definitive subscription agreement within 60 days of the
execution of the MOU and the terms and conditions of
the subscription Shares shall be subject to the terms
of the definitive subscription agreement.

* For identification purposes only
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Details of the Disposal were disclosed in the
announcements of the Company dated 31 August
2021.

Proposed Change of Company Name

On 5 July 2021, the Board proposed to change
the English name of the Company to “China Zenith
Chemical Group Limited” from “Xinyang Maojian
Group Limited” and the Chinese secondary name
of the Company to “F Bl X{t TEEHFR A F]” from
“EFBELEBER A A (the “Proposed Name
Change”). Details of the Proposed Name Change
were disclosed in the announcement of the Company
dated 5 July 2021.

Termination of disclosable transaction
in relation to the 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 Wangsheng (“Mr.
Lv”), an independent third party, to dispose of 40%
of the equity interest (the “Disposal”) in Mudanjiang
BD Power. As at 28 December 2021, the Disposal
has not been completed and Mudanjiang New Energy
had only received an aggregate of RMB25 million from
Mr. Lv. Given that Mr. Lv has failed to commit further
payment in settling the whole consideration of RMB70
million in accordance with the manner stipulated in
the Equity Transfer Agreement, the Board announces
that the Vendor has exercised its right to terminate
the Equity Transfer Agreement on 20 December
2021. Mudanjiang New Energy did not proceed
to completion of the Disposal nor execute any
Transactions. Mudanjiang New Energy had forfeited
the aggregate of RMB25 million received from Mr. Lv
upon termination.
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Details of the Disposal and its termination were
disclosed in the announcements of the Company
dated 4 September 2020, 19 October 2020 and 28
December 2021, respectively.

Disclosable and connected transaction
in relation to the disposal of 100%
equity interests in a deconsolidated
subsidiary

On 7 October 2021, Prosper Path and Mr. Sze
entered into the Share Transfer Agreement in respect
of the disposal of the 70% of the entire issued shares
of the Deconsolidated Subsidiary by Prosper Path to
Mr. Sze at cash consideration of HK$3,800,000.

Mr. Sze held 30% of the entire issued shares of the
Deconsolidated Subsidiary and was a director of the
Deconsolidated Subsidiary. Accordingly, Mr. Sze was
a connected person and the Disposal constituted
a connected transaction under Chapter 14A of the
Listing Rules. As (i) Mr. Sze was a connected person
of the Company at the subsidiary level; (i) the Board
had approved the Disposal; and (i) the independent
non-executive Directors had confirmed that the
Disposal is on normal commercial terms and its terms
are fair and reasonable and in the interests of the
Company and the Shareholders as a whole.
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Major Transaction in relation to Disposal
of Lands

On 28 December 2020, HLCL entered into an
agreement (the “Disposal Agreement”) with Heihe
Longhe Investment Management Limited*, an
independent third party, pursuant to which HLCL had
agreed to transfer the land use rights of certain lands
(the “Lands”) located in the PRC at an aggregate
consideration of RMB156.44 million (equivalent
to approximately HK$185.5 million), comprising
RMB139.44 million with land compensation of RMB17
million (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 RMB156.44 million (equivalent to
approximately HK$185.5 million) 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.

During the year ended 30 June 2022, the management
of the Group resolved to suspend the Land Disposal
following the businesses of manufacture and sale
of calcium carbide became reactive under which
unanimous consent of the Suspension had been
reached between Heihe Longjiang Chemical and
HLIML.

Details of the Land Disposal were disclosed in the
announcements of the Company dated 28 December
2020, 19 January 2021 and 22 March 2021 and the
circular of the Company dated 25 February 2021.

*  For identification purposes only
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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 the Acquisition Agreement,
Mudanjiang Wine agreed to purchase 100% interests
in Beijing Wine for a consideration of HK$80 million.
Upon completion, the consideration shall be settled
as to (i) HK$5 million payable in cash; and (i) the
remaining balance of HK$75 million by the issue of
a promissory note in the principal amount of HK$75
million by the Company to the Vendors.

On 18 May 2021, as a result of the anticipated
difficulty in fulfilling all of the conditions precedent to
the Acquisition Agreement, the Acquisition Agreement
was terminated according to its terms and none of
the parties to the Acquisition Agreement shall have
any claims against the others for costs, damages,
compensation or otherwise.

Details of the proposed acquisition of Beijing Wine
and the subsequent termination of the Acquisition
Agreement were disclosed in the announcements of
the Company dated 2 February 2021 and 18 May
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.
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DIRECTORS’ INTERESTS OR
SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

As at 31 December 2022, 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)
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:
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Shares held  capital of the Options  capital of the

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

EERR EERR

FEROBE B8fT ERT

EEpg ERER (#R) REABS P ERE REBDL

Ms. Chan Yuk Foebe Beneficial Interest 143,000 0.09% 622,590 0.41%
BExt+ Bnn

Mr. Gao Ran Beneficial Interest 122,000 0.08% - -
BELLE EnEn

Mr. Law Tze Ping Eric ~ Beneficial Interest - - 622,590 0.41%
BTREE EnEn

Mr. Liu Yangyang Beneficial Interest 166,000 0.11% - -
Bt EnEn

Mr. Ma Wing Yun Bryan  Beneficial Interest - - 407,078 0.27%
BRMEE EnEn

Mr. Tam Ching Ho Beneficial Interest - - 407,078 0.27%
BHFEL EnEn

Mr. Hau Chi Kit Beneficial Interest - - 407,078 0.27%
RHEREE EnEn
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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 2022, 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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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT
POSITIONS IN THE COMPANY

As far as the Directors are aware, as at 31 December
2022, 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:
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Number of percentage of
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Name of shareholders  Nature of interests (long position) the Company

FERHGHE D B

BRREE ERME (#&) BAEDL

Mr. Chan Yuen Tung Beneficial owner 25,896,876 17.18%
BRIRR A& EnEEA

Save as disclosed above, as far as the Directors B EXHEEEIN RESFHIE  BE

are aware, as at 31 December 2022, 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 C.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

No information was required to be disclosed pursuant
to Rule 13.51B(1) of the Listing Rules during the
Period.

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.
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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.

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 B.3.1 and B.3.2
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.
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China Zenith Chemical Group Limited Interim Report 2022

DISCLOSURE OF ADDITIONAL INFORMATION (CONTINUED)
Hitn &R E (&)

INTERIM REPORT

The 2022 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.chinazenith.com.hk, and dispatched to the
shareholders of the Company before the end of March
2023.

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

Hong Kong, 28 February 2023
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