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FINANCIAL HIGHLIGHTS

MHERE
For the six months ended 31 December 2021 #Z —ZF ——%#+ = H=+—Hi1F 1EA
2021 2020 Change
—E-—-F —TTF 25
HK$’000 HK$'000
FET FHT
(Restated)
(rE51))
TURNOVER BT 299,235 223,050 34%
PROFIT/(LOSS) FOR THE  HARI&H,
PERIOD (E58) 7,733 (76,668) 110%
BASIC EARNINGS/(LOSS) &BREAZF,” HK0.37 cents  HK(5.29) cents
PER SHARE (&) L gl 107%
INTERIM DIVIDEND SR ERE
PER SHARE - = 0%

The board (the “Board”) of directors (“‘Directors”) (ZfsELEEABRAT([RAT)ES
of Xinyang Maojian Group Limited (the “Company”) ([EE|)&€([EEE ) MAXHBAR
is pleased to announce the unaudited condensed alREKIEB AR (4LE AER|)EHE—
consolidated interim financial statements (the “Interim ZT——%+— A=+—H1-/x& A ([
Financial Statements”) of the Company and its [ ]) 7 RE SRS HIB ISRE
subsidiaries (collectively, the “Group”) for the six ([ FEIBIREE®E ) o P HIB K HRE R L
months ended 31 December 2021 (the “Period”). The HEZEEHRARAABZEZES([BRXKE
Interim Financial Statements have not been audited B |)EH] o

but have been reviewed by the Company’s audit
committee (the “Audit Committee”).
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CONDENSED CONSOLIDATED INCOME STATEMENT
ERAGRE IR

For the six months ended 31 December 2021 2 =& = —4F+=H=+—H 1A

(Unaudited)
(RBEX)

Six months ended

31 December

BEt+t=-A=t+—H
IEXEAR
2021 2020
—ET-—F —T-TF
Note HK$’000 HK$'000
Hiat FHET FET
(Restated)
€==1))
Revenue g 4 299,235 223,050
Cost of sales HEMA (215,238) (155,067)
Gross profit EA 83,997 67,983
Other income E AU A 6 40,407 3,686
Gains on fair value of BATER A=
financial assets at fair ZEREE
value through profit or N AN FE
loss, net - 1,528
Selling and distribution SHE R SR
costs (16,189) (18,088)
Administrative expenses 1T RISz (29,203) (44,970)
Other operating expenses b #F &Iz (9,425) (27,041)
Profit/(loss) from RERF, (BER)
operations 69,587 (16,902)
Finance costs AR AR (61,721) (61,004)
Share of results of joint EIEEEhEESE
ventures (133) 1,238
Profit/(loss) before tax ~ BRBATEFI(&5i8) 7,733 (76,668)
Income tax FR1S%E 7 - -
Profit/(loss) for the period Hif%%),(&5i8) 8 7,733 (76,668)




FEEEREERRLH

—ER-—FHhHRE

CONDENSED CONSOLIDATED INCOME STATEMENT (CONTINUED)
HHEERER ()

For the six months ended 31 December 2021 2 =& = —4F+=H=+—H1-1EA

(Unaudited)
(REEX)
Six months ended
31 December

BZE+=-A=+—8H
IEXEA
2021 2020
—EB-—F ZETF
Note HK$’000 HK$’000
KiaE FHET FAT
(Restated)
€==1))
Attributable to: FEfh -
Owners of the Company AR RIEEA A 6,306 (72,805)
Non-controlling interests ~ JE¥ A% 1,427 (3,863)
Profit/(loss) for the period HiR%F],(E58) 7,733 (76,668)
Earnings/(loss) per share SRZEX/(#5E)
- Basic —HAR 9 HKO0.37 cents HK(5.29) cents
AL il
— Diluted — 85 9 HKO0.37 cents HK(5.29) cents

AL

AL
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
BHGEEZEHBARR

For the six months ended 31 December 2021 # 2 =& = —#+ = A =+—H1-~1EA

(Unaudited)
(RBEZX)
Six months ended
31 December

BEt+t=-A=t—H
IEREA
2021 2020
—E-—F ZTTF
HK$’000 HK$'000
FET FAT
Profit/(loss) for the period HREF,(FR) 7,733 (76,668)
Other comprehensive income BRBiEHEMEE
after tax: WA -
Item that may be reclassified to TAIEEEEHIEE
profit or loss: B&E2IEE
Exchange differences on HBEGINERS
translating foreign operations EH =5 1,795 63,592
Other comprehensive income HEEMEE
for the period, net of tax WA - H1BRF1E 1,795 63,592
Total comprehensive income/ HEEEBA
(expense) for the period (%)% 9,528 (13,076)
Attributable to: P
Owners of the Company RARER A 6,847 (7,587)
Non-controlling interests PRI 2,681 (5,489)
9,528 (13,076)




EREREEERLET —ZT-—FHHKE

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B 4R S B A5 AR O 3R

As at 31 December 2021 R=FE=—F+=H=+—H

(Unaudited) (Audited)
(RESEZX) (fE%)
31 December 30 June
2021 2021
—E-—F —T-—F
+=A=+—H ~NA=+H
Note HK$’000 HK$’000
Hiat FET FHT
Non-current assets FRBEE
Fixed assets EE&EE 1,488,853 1,455,539
Right-of-use assets FREEE 282,985 280,173
Investment in a joint R—HEEErEZ
venture 5% 9,975 10,108
1,781,813 1,745,820
Current assets RBEE
Inventories FE 31,133 5,735
Trade receivables UL E SRR 11 31,480 23,020
Prepayments, deposits and TE{ KA « 514 M
other receivables H b Y GRIE 84,053 105,096
Amount due from the FEU AR | HaRE ARR
Deconsolidated Subsidiary Fff /& 722 75818 39,000 32,000
Financial assets at fair value 2~ T{Ez A
through profit or loss ZEREE 285 564
Bank and cash balances  R1T RIR&ETF 9,766 46,775
195,717 213,190
Non-current asset held FEHER
for sale ERBEE 114,687 112,343
310,404 325,533
TOTAL ASSETS mEE 2,092,217 2,071,353
Capital and reserves AR #
Share capital &N 12 177,371 160,371
Reserves = (100,009) (130,807)
Equity attributable to KATEE ARG
owners of the Company £z 77,362 29,564
Non-controlling interests  FF{Z2 B #E%E 61,826 59,145

Total equity RS 139,188 88,709
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
AR S MR R E R (R)

As at 31 December 2021 R=EF=—F+=H=+—H

(Unaudited) (Audited)
(REBEZ) (Fe5E%)
31 December 30 June
2021 2021
—E-—F —T-—F
+=A=+—H ~NA=+H
Note HK$’000 HK$’000
Hiat FExT FHT
Non-current liabilities FRBERE
Bank loans IRITE R 14 16,281 16,281
Bonds payable EffES 13 936,883 635,596
Lease liabilities HEBE 1,483 1,483
Convertible bonds AR ES 15,437 45,339
970,084 698,699
Current liabilities REBEE
Trade payables EINE 5ERE 15 89,171 52,077
Tax payable PRI 896 878
Other payables and E A ERTRIE R
accruals FERT3RIB 609,403 666,966
Other loans HAER 72,205 68,676
Bank loans RITER 14 43,663 42,885
Bonds payable FEfIES 13 165,332 450,188
Lease liabilities HEBE 2,275 2,275
982,945 1,283,945
Total liabilities wams 1,953,029 1,982,644
TOTAL EQUITY AND wEZREE
LIABILITIES 2,092,217 2,071,353
Net current liabilities REBEETE (672,541) (958,412
Total assets less current #AEERFREEE
liabilities 1,109,272 787,408
Net assets EEFE 139,188 88,709




EREREEERLET —ZT-—FHHKE

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BHREEE BB RE

For the six months ended 31 December 2021 &2 =& = —4#+=H=+—HI1EA

(Unaudited)
(REEH)
For the six months ended 31 December 2021
BE-E--E+BSt-ALAER
Attributable to owners of the Company

ROTRAAEL
Share  Convertible Non-
Share Share option bonds  Exchange Accumulated controlling
capital  premium reserve reserve reserve losses  Sub-total interests Total

BRE TABR: b2
Bx  RitER i BE  OERE  ZiER It i it
HKSO0  HKSO00  HKS00  HKS000  HKSO00  HKSO00  HKSO0D  HKSO00  HKS'O00
Tén TR TEn  TEn TR TEr  TEn  TEn  TEn

At 1 Juy 2021 e —d
tA-A 160,371 130,318 19,385 A461 114161 (416,182) 29,564 59,145 88,709

Totel comprehensive ~ EEZEYA

income for the Period 438 - - - - 541 6,306 6,847 2,681 952
Repayment of [EETHRESR

convertiole bonds - - - (14,648) - 14,648 - - -
Shareplacingupon  EERAE

completion of placing - EERf 17,000 23,951 - - - - 4090 - 409
Lapseof shareoption ~ BRERM - - (3,797) - - 3797 - - -

Changeshequy — HEEXES
for the Period 17,000 23,951 8797 (14,648) 54 24,751 47,798 2,681 50479

At31 December 2021 R=F=—%
tzA=t-8 131 154,269 15,588 6,813 114,702 (391,381) 77,362 61,626 139,188
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
ERGRE RSB ER ()

For the six months ended 31 December 2021 2 =& = —4F+=H=+—H1-1EA

(Unauditec)
(k27
For the six months ended 31 December 2020
HE-F-TEt-A=t-ALAER
Attributable to owners of the Company

KRAEEARL
Retained
Share  Convertile profts/ Non-
Share Share option bonds  Exchange  (accumulated controling
captal  premium eServe eServe Teserve losses)  Subtotdl interests Total
BRE WARER Bt/ F
BE  RiveR G BE NERR (ZER) it B& &t
HKS000  HKSO00  HKS000  HKBO00  HKS000  HKSO000  HKS000  HKS000  HKS000
TR TR TR TAr TR T TR TEr TEn
At 1 duy 2020 WZE%E
(Restated) thA-A
(me5) 133,993 60,808 1,792 = 68,828 27,181 302,562 60,984 363,546
Totd comprehensive ~ HE2ERA
income forthe Period 4458 - = = = 65,218 (72,806) (7.581) (6489 (13,076)
Exercise of share options {76 R#E 5828 2180 (10,025) - - - 18,983 - 18,983
Employee share options - ESETRfE
benet &l - - 19556 - - - 1955 - 1955
Issue of convertile BRI
bonds &% = - - 39,506 - - 39,506 - 39,506
Conversion of convertble BTk
bonds % 5,000 16,000 - 7.901) - - 12,099 - 12,099
Changes in equty HEERRY
for the Perod 10828 3180 9530 31,605 65,218 (72,806) 82,556 (5,489) 71,067
A3 December 2020 R-F-FF
Restated) 124
=t-A
(im=51) 144821 93988 21,282 316056 134,046 (45624) 385,118 554% 440613




T —FHHRE

For the six months ended 31 December 2021 # %2 —ZF ——4#+ = H=+—HI1FEA

(Unaudited)
(REEZ)
Six months ended
31 December

BZ+=-A=+—H
IEXEA
2020
—ETF
HK$000
FHT
NET CASH USED IN OPERATING #&& %3 it F >~
ACTIVITIES HEFE (62,025)
NET CASH USED IN INVESTING R&;EEIFTHZ
ACTIVITIES RETE (16,322)
NET CASH (USED IN)/ BMEEB(FTA),
GENERATED FROM Bz REBE
FINANCING ACTIVITIES 104,274
NET (DECREASE)/INCREASE ReRASEE
IN CASH AND CASH BH GRD),/
EQUIVALENTS EINFEEE 25,927
EFFECT OF FOREIGN EREH 2%
EXCHANGE RATE CHANGES 829
CASH AND CASH EQUIVALENTS Hi#1B&RES
AT BEGINNING OF PERIOD ZEER 8,143
CASH AND CASH EQUIVALENTS HIABRERES
AT END OF PERIOD Z£HEER 34,899
ANALYSIS OF CASH AND ReERBLEE
CASH EQUIVALENTS BB AT

Bank and cash balances RITRRESETF 34,899
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS M B RRME

For the six months ended 31 December 2021 # 2 =& = —#+ = A =+—H1-~1EA

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 2021, the Group had
net current liabilities of approximately
HK$672,541,000. 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.

mAEEER ST BR

WERAREZERAR S MBHRER
EREmEBSFEAG((FE
BREAERMzE LA
RIE345E[ R RS 1 ([ BB
BEFERISE4N DAREEH S
RHMARAT (BT ])FE 5
EFRRINT EmHRR ) PSR +-oX
ZEARPERERE

ZEERRAMBHRRORES
BRAERERY  REHSERID
FEGER) G ENE THER
ERT ARSI o

RZEZ—F+=_A=+—
H AEENRBAGFELD
672,541,000/ JC ° Z E Ak &
AEEEATHEEME  SiEAE
EFECEENBRERRE - B
It AREB A fLEAIEIE B 5
BRPSREEENBITHARS -



EBEREEMERAT —F

——FhHRE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the six months ended 31 December 2021 &2 =% =

1.

BLE S

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 has issued bonds in 2013,
during the Period, the aggregate principal
amount of the bonds outstanding was
HK$276 million with the maturity date on
11 September 2021. A settlement has
been reached between the Company
and bondholders to extend the maturity
date of the bonds outstanding to 10
September 2025, and the bonds shall
bear interest at the rate of 7.5% per
annum from 11 September 2021 to 10
September 2025; and such interest shall
accrue and be paid, together with the
principal amount of the Bonds, on the
new maturity date, being 10 September
2025;

- the Company is in the process of
negotiating for a settlement of a bond
payable to several bondholders in the
amount of HK$100 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$100 million
to be deferred or discounted;

$ot 75 R 2% MY A (4R

—F+ZA=1—HIENMEAR

1. REEERETEHE

(%)

REEREE M BHRERR - A2
AEFEFESEAEEB A R
BABRRBES  URAEE
HEENEs R RAAE B ERRF R IE
HEESREMEES - BMBERSE
B EARER R IS R RET T
BAIEMRREES  EFEHMN
AT EI KI5 -

$ RZTE—=FB%

HE% RARERRE -
%a@ﬁ%m$$@%%
276E BB TIN T =——
FHALA+—BEH - AR
AIEEHF A AD EKD
EEAREEESFNEEHA
ERE-ZZT-_RAFNAT
H MAZZE=—FNA
+—HBE=_ZE-_AFNA
+H - RBFEME75%E
B ZMEARF IR
MEHE(BIZZE=—RAF AN
A+R)EREHFNAET
i

NAREFEMNETZE
EHEANI00EEBTE
FEITHER o WA R H
BEHFFENERMME - A
ARFEHESEA1005 85
THEERENES B TE
HESKARIR
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR S M3 R M et ()

For the six months ended 31 December 2021 £ 2 =& = —F+ = A =+—H1-~1EA

mAEEER ST BR

1.

BASIS OF PREPARATION
AND ACCOUNTING POLICIES
(Continued)

Heihe Longjiang Chemical Limited
(“HLCCL”), a company indirectly owned
as to 90% by the Company, will receive
the gross consideration of approximately
HK$186 million in connection with the
sale of land use rights of certain lands
in the PRC held by HLCCL to Heihe
Longhe Investment Management
Limited* (B REAREEERFREMED
Al), an independent third party. As at the
date of this report, the said sale of land
had not been completed;

the Company is in the process of
negotiating for a settlement with the
counterparty in a litigation case and
in the event that a settlement can be
reached between the Company and the
counterparty, there will be an excess in
litigation provision of the Company in the
amount of HK$71 million:;

on 7 January 2022, the Company
completed to allot and issue
886,853,659 new ordinary shares at
a subscription price of HK$0.12 per
rights share by way of rights issue to the
qualifying shareholders of the Company
on the basis of one rights share for every
two shares held on the record date.
The unaudited net proceeds from the
rights issue of approximately HK$101.13
million; and

*  For identification purposes only

1.

(%)

AABFEEEFIOBH A
A BRI/ TAR AR
(MT&sIiT])BukE
B E R EET (L TRF
BA#HEE Tt
FRAETRAEAKREE
BAERETATCBLE
=H)EBENREAEY
186E BT - RAHREH
HY o bt E R e
X

ARRBEAEE—FFBR
TRV F T EITRER
AN B ELE T 7 BE SERK
AR - RRBRFRAAR R
HRBR7T1IBEEET

RZFT=-_=—F—H+tA -
KR R TERC A HE AR 5 = )
RABEERBRRIZER
8 A B SR A 2MRAR D&
1R AR AR D% - LR
BETRERRERMO.12E
TOHC 2% 1 %%17886,853,659
BE T T AR o R FEZ
HEAERBFENE
101.13E&B T &
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR S M3 R M et ()

For the six months ended 31 December 2021 £ 2 =& = —F+ = A =+—H1-~1EA

1.

BASIS OF PREPARATION
AND ACCOUNTING POLICIES
(Continued)

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

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 2021 are the
same as those presented in the Group’s annual
financial statements for the year ended 30 June
2021.

1.

mAEEER ST BR

(%)

-  ANEEBRAKRAHRE
T LA D AR K+ — 8 A &9
TN RS RE -

HEp bt a8 R - EEE L
RE  BHBEEEERENG
BRERBRE - MAKEAREE
B A BN - BIA R EOA
BEERFERERE  MAY
RAMBRREHFE - AHE
AEENEEREEEARES
B RAUREENTNEMERE
FHERE  LHFERDEENE
EDREFOBRARBEERE
& - ZFHABNTEL RERE

BTSRRI -

BREREEI BB BRELER
((BRMBHREER DG
MBI GHBEIN  BE-F
——F+ZA=+—HIAERA
Z R A M MR TR & SR
REAETFEARERE_F
T—FRNA=TRLEFEZFE
TR AP 2 5 E AR -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR S M3 R M et ()

For the six months ended 31 December 2021 £ 2 =& = —F+ = A =+—H1-~1EA

2.

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 2021. 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.

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.

2.

FERBEBYBRELE
RIS ZAERT 2

A& H B LRI FE A B B M IR
—ER-—Ft A HRBRNEGE
HAR AR R R - ERIEET
AR ek o IRAZERRTEA R
HE RIS RT AN AR SR B 9 2648 I B
BRRL EMBAZE - KEEL
ERARAEEGAMAEEL
NN NG iR T
A« FERNEET AR 28 -

b=1]14

AF{E

=
2

EAERA M BARRIBERATIRA
SEcREENERABEZR®
BEREEXEZAFERE -

ATFERMS2EREGCHERE
TZERFRZGHHE-REE
PR R — AR EM X 2
B - U I REBEZ A TEFER
RAFESHEES - AR HS
R E AT EZ HERTZ 8
ABEBESB=F  FEWT :

F1IRBARE - REBAE
ERRBZHEREERABERERL
BT 5 2 B CRIEHE)

F2MBMABIE - FRFEFIREN
Sh - BN A ER R EZERREG
ZEEXABERBABUE -

FIMBARE : BEEREEZ
EABSEBABUR -



EREREEERLET —ZT-—FHHKE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

BRGRE ERRM T (E)
For the six months ended 31 December 2021 2 =& = —4F+=H=+—H1-1EA
3. FAIR VALUE 3. AVEFEm@m

MEASUREMENTS (Continued)

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 2021 and
31 December 2021.

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.

AEBEZBRENEREFE
BEBZERRESZA - 8
R AR = EARBIERZ—

RZZE=Z—FA=FTHEK=ZF
——F+=—A=+—H8  &QF
Bt \BREZeREEZEFEH
AFEAEHFERE1H -

Wz

et g IM AR R G B E
BT - U HERARE
Mz EBEARBEMBZHE
B RRHRGHRFE -

2021 2020
—E-—F —TTF
HK$’000 HK$’000
FTHT FH&T

Continuing operations: HEREEK
Heat supplying services HEEHIE RS 142,014 132,723
Electricity supplying services & /1t fE iR 75 11,250 7,167
Sales of calcium carbide SHERALEE 145,971 =
Sales of lime powder SHE AR - 14,189
Sales of wine HE RS - 68,971
299,235 223,050
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR S M3 R M et ()

For the six months ended 31 December 2021 £ 2 =& = —F+ = A =+—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 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; and

Vinyl acetate — manufacture and sale of vinyl
acetate.

The accounting policies of the operating
segments are the same as those described in
the Group’s 2021 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 RPE R

AEEZAHEDBRRETR
Em REERBEL - ERE
T 375 P 75 A5 01 % T 35 HE BB 2R G
TRMBILER - KEEFNUT
NERHREDEL

REERE S — LB R ERER
B

BALHE — B R BB S RE
8

SR ARTS — 130 % B3R A PR AR
23

RELE -—HERHEERR L
%R

BABR 1% — BUERSHERREE N5

BRENB 2 BT BEREAEE
R FEEUBmRALE
MR © o3 8 A SR B 18 I A A
BAFEHFABSEZEHEER
FEYKE(FHE)  EE—Ha
BREZEERRNBTRAX
DHEE  R—RAE2EEZR
BEWEFARTREET &
ANFEFABRZ EBMEENK
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

5.

RS M H R Mt & (4&)
For the six months ended 31 December 2021 £ 2 =& = —F+ = A =+—H1-~1EA
SEGMENT INFORMATION 5. oEER @)
(Continued)
Information about reportable segment profit or BT HE D2 mFHEE -
loss, assets and liabilities: BERBEIER
(Unaudited)
(REER)
Heat and Calcium  Construction
power carbide services Unallocated Total
2R
En 28] R FAE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TEx Thn TERL TEx
Six months ended Hz-®--%
31 December 2021 +=A=1-H
AR
Revenue from extemal SREPYE
customers 153,264 145,971 - - 299,235
Segment profit/{loss) HERET/ (B 32479 16,192 (10) (40,928) 7,783
Asat31 December2021 R=F=-%
+-A=t+-A
Segment assets NiVEE 789,878 955,525 1 346,813 2,092,217
Segment liabilities AHEE 321,225 305,573 40,699 1,285,532 1,953,029
(Unaudited)
(REER)
Heat and Calcium  Construction
power carbide services Beverage  Unallocated Total
AR
£V ¢ BRRE #E FHR ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT THL FHL ThT TAT ThAL
Six months ended
31 December 2020 T=A=
(Restated) LR @ﬂ (mE31)
Revenue from extemal MREPY
customers 139,890 14,189 - 68,971 - 223,050
Segment profit/loss) AR/ (Ki8) 44,134 (40,236) 2 4,286 (84,780) (76,668)
As at 30 June 2021 RZZZ—§1A
=
Segment assets NEE 742,302 932,436 2 - 396613 2,071,353
Segment liabilities PHEE 296,830 275,648 44,780 - 1365386 1,982,644

@
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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 2021 £ 2 =& = —F+ = A =+—H1-~1EA

6. OTHER INCOME 6. HfzlA

(Unaudited)
(RBEX)
Six months ended
31 December

BEt+t=-A=t—H
1IEAEAR
2021 2020
—E-—F —TTF
HK$’000 HK$’000
FHT FET
Bank interest income RITHFBUA 8 1
Other interest income EAb R BHA 1 71
Construction income of RREBZREF
installation of pipe A - 2,397
Property management Y EIRRIGUA
service income 149 144
Government grant BT e & 5,532 =
Forfeited of deposit of MELE—ME
disposal on subsidiary B REE & 30,263 -
Consideration received of R EKRIEGRE ABR
disposal on Deconsolidated & A & FTHER
Subsidiary HRAE 3,800 -
Sundry income WA 654 1,078

40,407 3,686
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR S M3 R M et ()

For the six months ended 31 December 2021 £ 2 =& = —F+ = A =+—H1-~1EA

7. INCOME TAX 7. FREM

(Unaudited)
(RBEX)
Six months ended
31 December

BE+=-A=+—H
IEX1EA
2021 2020
—E-—F —ECEF
HK$’000 HK$000
FET FAT

BNEATIA

Current tax

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 (2020: 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 (2020: Nil).

AR AEERRT EEEBE
AEAE FE R B R A - B b3 Ak

BEAFEHTIREH(ZS =
&) o

HoAth b 5 R FR A A1) 2 B TR X2
TR AR B L X ERR
BRIBR  REZZHFRAFE
Bl 2ERESHE

HRAEERNHRAS EERTR
BB R IARK T EE RS -
WIﬁﬁ¢l¢¥% TR R
—TF ) e

—7—7
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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 2021 £ 2 =& = —F+ = A =+—H1-~1EA

PROFIT/(LOSS) FOR THE 8.

PERIOD

The Group’s profit/(loss) for the Period is stated
after charging the following:

HARER,(E18)

AEERBE 2SR, (BE)E
R T IS RSB

(Unaudited)
(REEER)
Six months ended
31 December

BEZ+=-A=+—H
IEAEAR
2021 2020
—B-—fF T TF
HK$’000 HK$’'000
FET FAT
(Restated)
(gE5)
Depreciation of fixed assets Bl BEITE 36,702 38,212
Depreciation of right-of-use  {FFEEERE
assets 4,228 4,203
Factory overhead incurred ~ ZESBELZ
during suspension of THRA®ERAYX
production 9,425 27,041
Staff costs (excluding BIRACTEIE
Directors’ emoluments): BEMe) :
Wages, salaries and I% ek
benefits in kind BEYH= 17,800 16,702
Employee share option 8 TR T
benefits - 19,655
Retirement benefits scheme  EREF|5HE]
contributions HER 3,900 3,821
Directors’ emoluments EEWE 800 800
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR S M3 R M et ()

For the six months ended 31 December 2021 £ 2 =& = —F+ = A =+—H1-~1EA

9. EARNINGS/(LOSS) PER
SHARE

(@)

Basic earnings/(loss) per share

Calculation of basic earnings/(loss)
per share attributable to the owners of
the Company is based on the profit/
(loss) for the Period attributable to the
owners of the Company of approximately
HK$6,306,000 (2020 (restated):
HK$72,805,000) and the weighted
average number of ordinary shares of
1,714,253,767 (2020: 1,377,576,936) in
issue during the Period.

Diluted loss per share

For the Period and the six months ended
31 December 2020, 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$1,925,000 (2020:
HK$2,322,000).

9. BRER (E#E)

() BEREXERF

(E5#8)

AARER AEIEFRE
KEF(EE) TIRIEAR
ANAEHEA AN EASSEE
M,/ (E518) 496,306,000/
TL(ZEZTF(LEY) :
72,805,000 7% 70 ) K& Hi
B 81T 3 AR A0 AE ¥ B
1,714,253,767 lf (=& =
T4 ¢ 1,377,576,936 % )

HE o
(b) EBRE#EEESE

BRFTEE S EERITE
BRBATEAR B 2 BB A%
(RRE\EITEERED
BHGREIERD) - i
MEEEZZT_TF+=
B=+—HB1t~EAEK
B EEREEREAER
EIEG

10. EXRFAX

REBEAR - REETEE(H
FHhEEETIR)Z2EBO5
1,925,000 8 T (T —_Z F :
2,322,000/87T) °

@
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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 2021 £ 2 =& = —F+ = A =+—H1-~1EA

11.

TRADE RECEIVABLES

The Group’s trading terms with customers are
mainly on credit. The credit terms generally
range from 60 to 180 days (30 June 2021: 60
to 180 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.

KR E % REA

AEEFBREERERFET
R5 - BN F60E180
A(ZZE=—%F/"A=+H:60
F180H) o AEEB N #HFERIE
PRI E KR EIRERTE - @ EAER
HHEEE TR -

AT R E 5 iRk 1E (kR
B IREZ AR ZIRE DT

(Unaudited) (Audited)

(REBER) (FE%)

31 December 30 June

2021 2021

—EB-—fF T —F

+=—A=+—H ~NA=+H

HK$°000 HK$'000

TR Tt

Within 30 days 30K 7,890 1,252
31 to 60 days 31E60H 6,792 1,226
61 to 90 days 61£290H 5,875 2,944
91 to 120 days 91£F120H 1,085 1,592
121 to 150 days 121E150H 279 1,623
151 to 180 days 151£180H 266 3,812
181 to 365 days 181£365H 9,293 10,571
31,480 23,020




EREREEERLET —ZT-—FHHKE

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

For the six months ended 31 December 2021 2 =& = —4F+=H=+—H1-1EA

12. SHARE CAPITAL 12. R
(Unaudited) (Audited)
(REBER) (FE%)
31 December 30 June
2021 2021
—E-—F T —F
+=—A=+—H NA=1H
HK$000 HK$'000
FHT T
Authorised VETE
5,000,000,000 ordinary 5,000,000,000%
shares of HK$0.10 each HAREE0.10
BT EE AR 500,000 500,000
Issued and fully paid BEITRER
1,773,707,319 (80 June 1,773,707,3190%
2021:1,6083,707,319) (ZB=_—%
ordinary shares of NA=t+H:
HK$0.10 each 1,603,707,319
1% FRREE
0.1087T 2

LA 177,371 160,371
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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 2021 £ 2 =& = —F+ = A =+—H1-~1EA

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

A summary of the movements in the issued ARARZEBEITRANEAR 2 &
share capital of the Company during the Period FE RS T
is as follows:
Number of
ordinary shares
issued Par value
BT
ZEREE HE
000 HK$’000
T FAT
At 1 July 2020 RZBZTF
+tH—H 1,339,927 133,993
Issue of shares on exercise of [&771{# #&HAE M
share options (note a) BTk (Kieta) 71,280 7,128
Issue of shares on conversion FE#23#2A] # 5 & 5
of convertible bonds MEEITARD
(note b) (Kt5tb) 92,500 9,250
Placing of shares (note c) Be&E Rkt (K75Fc) 100,000 10,000
At 30 June 2021 and R-ZB=-—F
1 July 2021 NAZHAR
—E-—F
+H—H 1,603,707 160,371
Placing of shares (note d) B W&t (H15Fd) 170,000 17,000
At 31 December 2021 AT —F
+=-—A=+—H 1,773,707 177,371
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR S M3 R M et ()

For the six months ended 31 December 2021 £ 2 =& = —F+ = A =+—H1-~1EA

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

Note (g): On 26 April 2021, 6 July 2020, 5 August

2020, 26 August 2020, 7 September 2020,
8 October 2020, 8 October 2020 and 10
November 2020, the subscription rights

Kiat(a) -

RZFZ—F@OA=+X
H ZF=ZFFLHNAH -
—E-FTFNNAARA - =F
—EENNA-+NH —F

attaching to 71,280,000 share options issued —ZEFENA+LH —E-F
pursuant to the share option scheme of the FFANA —F=FF+

Company were exercised at the subscription
price of HK$0.325, HK$0.345 and HK$0.38
per shares, resulting in the issue of 71,280,000
shares of HK$0.1 each for the total cash
consideration of approximately HK$24.1
million, which was used for general working
capital.

Note (b): On 23 December 2020 and 16 February 2021,

a total of 92,500,000 shares were issued upon
conversion of convertible bonds.

Note (c): On 10 June 2021, a total of 100,000,000

shares were issued under general mandate
pursuant to the subscription agreement dated

Htat) -

Kiat(c) -

ANAR=ZF=—FF+—H
+H - IREAXLGIERES
2| %772 71,280,00017 fE 2
B2 REREIZFRR (G
0.325 % or + 0.345 & 7r &
0.388B T H)RIEEEITIE -
B HF7771,280,00048 &%
0.1 BT ZR1G  BBELHE
#924.1 B BB T E FIE—#%
HBIEEE -

REZFZFFFZA=4=
AR=ZF=—F=F+
B+ R A 18R (& 55 0 &
774 #£92,500,0008%4%17 °

R=ZF=Z—FNA+H &
BHER -—FE——FNA—
H #9358 1738 1R 1% — AR 11

1 June 2021. The net proceed of approximately ¥ 77 & #£ 100,000,000 iK BZ

HK$29.2 million was used for working capital 17 o Frig sk B FRE#129.2 B

for resumption of production of the Company. HBETTEFIEAR LR AIEER
BELED -

Note (@): On 3 September 2021, a total of 170,000,000

shares were issued under general mandate
pursuant to the subscription agreement
dated 24 August 2021. The net proceed of
approximately HK$41.0 million was used for

et :

R-ZF-——FNA=H &
BABE-—ZE—-—F/NA
=1 H BRI A R —
MIREZTA 170,000,000
RIR1T o AR B FEEA

working capital for resumption of production of 41.05 ZETTEFIEA R A]
the Company. BEMEEES -
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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 2021 2 =& = —4F+=H=+—H1-1EA

13. EE®

13. BONDS PAYABLE

The movement of the bonds payable is as EEFZEBWT ¢
follows:
(Unaudited) (Audited)
(REER) (&%)
31 December 30 June
2021 2021
ZEZ—F —E-—F
+=A=+—8H NA=18
HK$’000 HK$'000
FET FHT
Carrying amount at the REHF2
beginning of period/year BREE 1,085,784 988,268
Repayment of bonds BEESR (34,060) (2,000)
Interest charge for B\ ER
the period/year FEFAKZ 51,591 109,321
Interest paid for N, FRZ
the period/year [EEREESS (1,100) (9,809)
Carrying amount at the RERRR FIRZ
end of period/year BREE 1,102,215 1,085,784
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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 2021 £ 2 =& = —F+ = A =+—H1-~1EA

13. BONDS PAYABLE (Continued)

The bonds were repayable as follows:

13. ERES @)

BHUATITAEER

(Unaudited) (Audited)

(REEZ) (feE=%)

31 December 30 June

2021 2021

—E=—F —T—F

+=ZA=+—8 ~NA=1H

HK$’000 HK$000

TR Tt

Within one year 212,939 487,299
In the second to fifth years S _—FEZFHF

inclusive (BREERMSE) 1,202,857 932,057

After five years - 30,500

1,415,796 1,449,856

The bonds payable are unsecured and interest ENESAEEMLIZE 8 %3

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

2021: 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 2021: 2.2% to
18.92% per annum) after taking into account
the transaction costs directly attributable to the

issuance of the bonds.

BEE12BA R (= =——%F~A
=+H:3EBE12E) -

JE B A B BR A A8 S5 K
RErE - Kt RBETESEERE
G2 RSER%  BEFEFEN
Fo2BE18RE(=-T = —4
ANAZTH  FRENTF22BE
18.92)F) °
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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 2021 2 =& = —4F+=H=+—H1-1EA

14. BANK LOANS

The Group’s bank loans are repayable as

14. SRITER

REE 2 RITEFERTHIHMHE

follows: Eig -
(Unaudited) (Audited)
(REBER) (FeE%)
31 December 30 June
2021 2021
—E-—F —E_—F
+=B=+—H ~NA=+H
HK$’000 HK$'000
FHET FAT
Within one year —FR 48,219 42,885
In the second year F_4F 6,630 2,778
In the third to fifth years F=EFERF
inclusive (BREEREME) 5,095 8,692
After five years hEiE - 4,811
59,944 59,166
Less: Amount due for BT =EAR
settlement within FEAEE 2
12 months (shown FIE (B 1E
under current liabilities) mEBALE) (43,663) (42,885)
16,281 16,281
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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 2021 2 =& = —4F+=H=+—H1-1EA

14. BANK LOANS (Continued) 14. BITER @)
The carrying amounts of the Group’s bank AEERTERZEREELIUT
loans are denominated in the following 5 EHEEHE
currencies:
(Unaudited) (Audited)
(REERZ) (fe&Et%)
31 December 30 June
2021 2021
—E-—F —E-—F
+=A=+—8 ~NA=1+8
HK$’000 HK$’'000
FTHT FHT
Hong Kong dollars BT 17,647 19,001
Renminbi AR 42,297 40,165

59,944 59,166
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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 2021 2 =& = —4F+=H=+—H1-1EA

15. TRADE PAYABLES 15. ERHESIRE
The Group normally obtains credit terms NEE—MEREERLS TI0E
ranging from 30 to 120 days (380 June 2020: 30 120B(ZE_FFxA=+H":
to 120 days) from its suppliers. 30E120R) Zf=EH -
The ageing analysis of trade payables, based INTREMNESRBEZERE R
on the date of receipt of goods, is as follows: HEAZ %12 BRER D47 -
(Unaudited) (Audited)
(REBER) (FeE%)
31 December 30 June
2021 2021
—E-—F T —F
+=HA=+—AH ~NA=+H
HK$’000 HK$'000
FHET FAT
Within 30 days 30HA 21,334 8,264
31 to 60 days 31£260H 15,974 279
61 to 90 days 61£290H 10,781 518
91 to 120 days 91£F120H 1,565 3,910
121 to 365 days 121E365H 6,104 5,976
Over 365 days Hi@365H 33,413 33,135

89,171 52,077
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AR S M3 R M et ()

—F+ZA=1—HIENMEAR

16. AREE

For the six months ended 31 December 2021 &2 =% =

16. CONTINGENT LIABILITIES

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 RMB42.7 million 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; (i) damages in
the sum of approximately RMB13.3 million 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

RZE—=—F+—A+hB &
HENIRBAREERILENE
AR(TREDATRBEIES
LRk ([ BEEIB S5 iR
HEARREEZENB AR
FITEEREERAG([HAT
EABE ) 2SS -

ﬁﬂﬂ%ﬁﬁ%hﬁﬁ%ﬁiﬁ

BELEEMBCETHKES
mLﬂI&%ﬂ%ﬁ%Ué
Bl - AREBEERIREE
B RERR()XNERSE
BEHAREL27TAETRER
B (i) EHmMERET 82X
IEH Q T E H 2B IR
ZELELRE (IBEFBRIE
ARBEARBNARKISIEE
TC R(VFAEEZEZRER °
ARBEZT—ZF+=-Ae—
HEREMARNRIEZZSHUE
/liﬁifinﬁ BEHFTERZ

ERESAN ERIBEER
EEEKTfﬁﬁﬁfﬁﬁZW
HKERE _ZETNFREATHE
PIRIE M AR o
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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 RMB36.7 million 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.

EVENTS AFTER THE
REPORTING PERIOD

On 7 January 2022, the Company completed
to allot and issue 886,853,659 new ordinary
shares at a subscription price of HK$0.12
per rights share by way of rights issue to the
qualifying shareholders of the Company on the
basis of one rights share for every two shares
held on the record date. The unaudited net
proceeds from the rights issue of approximately
HK$101.13 million will be used for the
repayment of the Group’s indebtedness and
interest expenses and general working capital
of the Group.

16.

17.

HAREE @)

RZE—N\F+A=+HA " B
EImE iR HSHATIER
BEAMREFEHARES6.7
BEILERFE - REIKRE - H
I ERREHEREEITRERS -
LAEE R R kBRI - &R
— R THEEREEREE S
BB NEHNIT - SO EHER
(BRI BERNR A IR SRR AR AR o

EREE AR AT IR B B
5  MARME T B R AR E A
AR

BEMRER

R=ZZT=_—_F—HF+tH  A27F
SER AR A R AR RSB
BERIZECHBHREHE21K&
DA BRI (D A E2E - A
REBESRERARD0.128 Tl
%% [ %% 17 886,853,659 % 1 I i
B& o RACEILBEARATIS FIBFEE
#HA101.13E 8B BANE
BAEBENEBEANERAZ AR
REFH—RLEBES ©
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—ER-—FHhHRE

MANAGEMENT DISCUSSION AND ANALYSIS
FEEENWmED

INTERIM DIVIDEND

The Directors have resolved that no interim dividend
will be declared in respect of the Period (2020: Nil).

MANAGEMENT DISCUSSION
AND ANALYSIS

Business Review

During the Period, revenue of the Group amounted to
approximately HK$299 million (2020: approximately
HK$223 million), representing an increase of
approximately 34% compared with that of the last
corresponding period. Profit attributable to the owners
of the Company amounted to approximately HK$6
million (2020 (restated): loss approximately HK$73
million), representing an increase of 108% compared
with that of the last corresponding period. The
increase in the Group’s revenue was mainly derived
from the increase in revenue of the calcium carbide
segment.

The Group’s selling and distribution costs for the
Period was approximately HK$16 million (2020:
approximately HK$18 million), representing a decrease
of approximately 11% compared with that of the last
corresponding period. The decrease in selling and
distribution costs was mainly due to the closure of fee
collection stations of the heat and power division.

The Group’s administrative expenses for the Period
was approximately HK$29 million (2020 (restated):
approximately HK$45 million), representing a decrease
of approximately 36% compared with that of the last
corresponding period. The decrease in administrative
expenses was mainly due to the result of cost cutting.

hE R S

EEDHRTEREME
B(ZZ=ZF : #|)-

EEENRRD

I AEAR] o B

i

E 36

RAHRE » AEBEKENA2998 8
BIL(ZZE_ZFF : 9228888 7T) *
BAFERHEING34% - KREHEE A
RN AEBABL(ZE_2F

(1B&E7))  BEANTBASET)  BE
F R HIL IN108% ° AL Uz iE hNTh

EEmMNRACES D BRI 0 -

¢’§)‘5A$HHF§Z%’§&“%W$%’W%
16AEET(ZE_ZF : H18AEE
T MEFRBPRIH11% - HER
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

The Group’s other operating expenses for the
Period was approximately HK$9 million (2020:
approximately HK$27 million), representing a decrease
of approximately 67% compared with that of the last
corresponding period. The decrease in other operating
expenses was due to the resumption of operation of
HLCCL during the Period.

During the Period, the heat and power segment
recorded a revenue of approximately HK$153 million
(2020: approximately HK$140 million) from external
customers, representing an increase of approximately
9% compared with that of the last corresponding
period. Income from supply of heat for the Year was
approximately HK$142 million (2020: approximately
HK$133 million), representing an increase of
approximately 7% when compared with that of the last
corresponding period. The increase was mainly due to
the increase in the exchange rate and a slight increase
in heat supply area. Segment profit for the Period
was approximately HK$32 million (2020 (restated):
approximately HK$44 million), representing a decrease
of approximately 27% compared with that of the last
corresponding period. The decrease in segment profit
was mainly due to the increase in coal price.

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.

The coal-related chemical production division includes
the calcium carbide segment (the “CC segment”),
the polyvinyl-chloride segment and the vinyl acetate
segment.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

During the Period, the CC segment recorded a
revenue of approximately HK$146 million (2020:
approximately HK$14 million) from external customers,
representing an increase of approximately 943%
compared with that of the last financial year. This is
because during the Period, the production line for the
production of calcium carbide was resumed.

During the Period, the construction services division
did not record any revenue (2020: Nil) and a segment
loss of approximately HK$0.1 million (2020: segment
loss of approximately HK$0.1 million), respectively.
This business division did not recorded any revenue
during the Period was due to (i) the outbreak of
COVID-19; (ii) travelling restrictions were imposed in
Mudanjiang City; and (i) the Group’s construction
services had been suspended.

Capital Structure, Liquidity and Financial
Resources

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

As at 31 December 2021, the Group had total assets
of approximately HK$2,092 million (30 June 2021:
HK$2,071 million), which were financed by current
liabilities of approximately HK$983 million (30 June
2021: HK$1,284 million), non-current liabilities of
approximately HK$970 million (30 June 2021: HK$699
million), non-controlling interests of approximately
HK$62 million (80 June 2021: HK$59 million) and
owners’ equity of approximately HK$77 million (30
June 2021: HK$30 million).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

As at 31 December 2021, the current assets of the
Group amounted to approximately HK$310 million
(30 June 2021: HK$326 million), mainly comprising
inventories of approximately HK$31 million (30
June 2021: HK$6 million), trade receivables of
approximately HK$31 million (30 June 2021: HK$23
million), prepayments, deposits and other receivables
of approximately HK$91 million (30 June 2021:
HK$105 million), financial assets at fair value through
profit or loss of approximately HK$0.3 million (30 June
2021: HK$1 million) and cash and cash equivalents of
approximately HK$10 million (30 June 2021: HK$47
million).

As at 31 December 2021, 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 0.3
(80 June 2021: 0.3), 0.3 (80 June 2021: 0.2), 93%
(80 June 2021: 96%) and 1,403% (30 June 2021:
2,235%), 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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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Bank loans

As at 31 December 2021, the bank loans of the
Group amounted to approximately HK$60 million (30
June 2021: HK$59 million), of which approximately
HK$18 million was denominated in Hong Kong dollars
and approximately HK$42 million was denominated
in Renminbi (80 June 2021: HK$19 million was
denominated in Hong Kong dollars and HK$40 million
was denominated in Renminbi). Based on the agreed
scheduled repayments set out in the loan agreements,
bank loans of approximately HK$44 million (30 June
2021: HK$43 million) were repayable within 12
months.

As at 31 December 2021, the aggregate bonds
payable were approximately HK$1,102 million (30
June 2021: HK$1,086 million) which were issued for
improving the working capital of the Group during the
Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

Issue of convertible bonds

On 13 November 2020, the Company completed
the issue of the zero-coupon convertible bond due
2023 in the principal amount of HK$100 million (the
“Convertible Bonds”) to six individual and corporate
subscribers. The conversion price of the Convertible
Bonds is HK$0.4 per conversion share. The closing
price of the shares of the Company (the “Shares”)
on 13 November 2020 was HK$0.36. The Company
received total net proceeds from the issue of the
Convertible Bonds of approximately HK$97.36 million
and intends to use the same as (i) development of
new businesses; (i) repayment of other payables; and
(i) general working capital to strengthen the financial
position of the Group.

The identities of the subscribers and their ultimate
beneficial owner(s) (where applicable) are as follows:

1. China Good Fortune Limited (“CGF”), a
company incorporated and registered under
the laws of Hong Kong Special Administrative
Region, is an investment holding company and
is beneficially owned by Mr. Ding Fangya. Upon
exercise of all the conversion rights attaching to
the Convertible Bonds by CGF in full and on the
assumption that there is no further allotment of
Shares from the date of this report other than
the Conversion Shares, CGF will be interested
in 5% or more of the issued shares of the
Company as enlarged by the allotment and
issue of the Conversion Shares;
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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2. Right Time Global Investment SPC, a
segregated portfolio company incorporated in
the Cayman Islands;

S Mr. Chiau Che Kong, a consultant of the
Company and has more than 20 years of
experience in equity investment;

4. Ms. Tang Wing Sum, a senior management of
an import and export trading company;

5. Mr. Wong Chun Kit, a senior management of an
import and export trading company; and

6. Ms. Wong Chui Bing, a merchant principally
engaged in local consumption retail business.

As at the date of this report, the proceeds have been
utilised as intended.

Details of the issue of the Convertible Bonds were
disclosed in the announcements of the Company
dated 28 October 2020, 4 November 2020 and 13
November 2020.
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Placing of shares

On 1 June 2021, Mr. Chan Yuen Tung (“Mr. Chan”)
engaged a placing agent to place 100,000,000
existing Shares at the placing price of HK$0.3 per
placing Share to not less than six placees (the
“Placing”). On the same date, Mr. Chan agreed to,
conditional upon completion of the Placing, subscribe
for 100,000,000 new Shares at the subscription
price of HK$0.3 per subscription Share (the “Top-up
Subscription”). The closing price of the Shares on
1 June 2021 was HK$0.32. The aggregate nominal
value of the new Shares allotted and issued under
the Top-up Subscription was HK$10 million. The
Placing and the Top-up Subscription took place on 3
June 2021 and 10 June 2021, respectively, and the
Company received total net proceeds from the Top-
up Subscription of approximately HK$29.2 million
and thus, the net price of the subscription Share was
approximately HK$0.292. The Company intends to
use the same for working capital for resumption of
production of the Company.

A total of 100,000,000 Placing Shares have been
successfully placed at the placing price of HK$0.3 per
Share to not less than six placees, all of whom/which
are professional, institutional and/or other investors
and are third parties independent from the Company
and its connected persons. None of the placees
and their ultimate beneficial owners has become a
substantial shareholder (as defined under the Listing
Rules) of the Company upon taking up the Shares.

As at the date of this report, the proceeds have been
utilised as intended.

Details of the Placing and Top-up Subscription were
disclosed in the announcements of the Company
dated 1 June 2021 and 11 June 2021.
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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 intended 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 2021, the Company did not
have any significant investments except for the
financial assets at fair value through profit or loss of
approximately HK$1 million (30 June 2021: HK$1
million).

As at 31 December 2021, bank loans and other loans
of approximately HK$60 million (30 June 2021: HK$59
million) and HK$72 million (30 June 2021: HK$69
million), respectively, were secured by charges over
the Group’s certain fixed assets and prepaid land
lease payments.

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.

As at 31 December 2021, 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
2021.

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 2021, the Group had 621 full time
employees in the PRC and Hong Kong (30 June 2021:
632). 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 7N R EARS AR IEEERAE 2R H 2

“Options”) granted under the share option scheme of BEAXAE ([ EBIRAEE |) ~ ZEHH1FE 7
the Company during the Period are set out below: 1
Options Options Options Options Options Options Exercise
Number of held at granted  exercised cancelled lapsed held at Date of Date of price of
category of 30June  duringthe  during the during during  31December  grantof  expiry of Options
participants 2021 Period Period  thePeriod the Period 2021 Options Options ~ per Share
RZB=-% R=%B=-% ERRH
ABTR HEARE  BEACE O BEAEE  BERAY t=R=t-A B BiE B
SRERRIAE KECERE  CBRE 0 ZBRE 0 <BRE 0 BRE  REZBRE  RuEE  HEEH &
Directors £
ChanYukFoebe 2 13,000,000 = = - - 13,000,000 03/11/2020 02/11/2023  HK$0.3877T
13,000,000 - - - - 13,000,000
LawTzePngBic  &FF  13,000000 - - - - 13000000 03/41/2020  02/11/2028  HKS$0.387% 7T
13,000,000 - - - - 13,000,000
Yu Defa (note) FE% 13000000 - - (13,000,000) - - 03/1/2020  02/11/2023  HKS0.38% 7
(f#) 13,000,000 - - (13,000,000) - -
MaWing Yun Bryan 28 8,500,000 = = = = 8500000 03/11/2020 02/11/2028 HKS0.38%7t
8,500,000 - - - - 8,500,000
TamChingHo ~ BBE 8,500,000 - - - - 8500000 03/11/2020 02/41/2023 HK$0.38%TT
8,500,000 - - - - 8,500,000
Hau Chi Kit EEE 8,500,000 - - - - 8500000 03/11/2020 02/11/2028 HKS0.38HTT
8,500,000 - - - - 8,500,000
Other Employees  HftEE 55,000,000 - - - (55,000,000) - 241202018 2312/2001 HK$0.35%TT
52,000,000 - - - - 5000000 03/41/2020 02/11/2023  HKS0.38%TC
107,000,000 - - - (55,000,000) 52,000,000
Total a5 171,500,000 - - (13,000,000) (55,000,000) 103,500,000

Note: Mr. Yu Defa had retired as an executive Director on 9 Miit - FIEZF A LR =—F=—F+=HNLH
December 2021.
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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

During the Year, the Group’s residential heat supplying
area was maintained at around 4,000,000 square
meters. Due to the increasing trend of the raw coal
price recently, the profitability of the heat and power
division has been seriously affected. The management
will closely monitor the situation.

Construction Services Division

Due to the impact of the outbreak of the Pandemic,
Mudanjiang Jinyang Municipal Engineering Company
Limited (“Jinyang Engineering”) had suspended all
its construction services since last year. As agreed
between Jinyang Engineering and its subcontractors,
the construction period for the heat exchange
stations and facilities and pipelines networks would
be extended, and without additional costs incurred by
the Group. The management will closely monitor the
situation and will not rule out the possibility to dispose
of the construction services division.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

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*
AR e R EEEBFR 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.

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 B Xt TEEBR AR from
“f=BEREE AR A A (the “Proposed Name
Change”). Details of the Proposed Name Change
were disclosed in the announcement of the Company
dated 5 July 2021.

*  For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

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
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: () 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”).

On 20 December 2021, the Disposal has not been
completed and Mudanjian 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, Mudanjian New Energy has
exercised its right to terminate the Equity Transfer
Agreement and forfeited the aggregate of RMB25
million received from Mr. Lv upon termination.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

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 RMB6.6 million 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
million), 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.
Hence, the Directors considered the basis of
consideration and the consideration of RMB70 million
in relation to the Disposal are fair and reasonable.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

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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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

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 (i) 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.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

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.

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 RMB156.44 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.

* For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

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.

As at the date of this report, the Land Disposal had
not been completed.

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.

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 (ii) 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.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWR DN (A)

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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EEENWR DN (A)

DIRECTORS’ INTERESTS OR
SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

As at 31 December 2021, 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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Ms. Chan Yuk Foebe Beneficial Interest 2,860,000 0.16% 13,000,000 0.73%
BREXL Enksn

Mr. Law Tze Ping Eric ~ Beneficial Interest 1,400,000 0.08% 13,000,000 0.73%
BYTRE EnEn

Mr. Ma Wing Yun Bryan  Beneficial Interest = = 8,500,000 0.48%
BRMEE BaiEn

Mr. Tam Ching Ho Beneficial Interest = = 8,500,000 0.48%
BHREE Enkn

Mr. Hau Chi Kit Beneficial Interest - - 8,500,000 0.48%
RHREE EiiEn
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DISCLOSURE OF ADDITIONAL INFORMATION
HitERHE

INTERESTS IN THE SHARES AND
UNDERLYING SHARES

Save as disclosed above, so far as the Directors
are aware, as at 31 December 2021, 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)

HttEREE (&)
SUBSTANTIAL SHAREHOLDERS’ TERRNA AR ZERE
INTERESTS AND SHORT 5879
POSITIONS IN THE COMPANY
As far as the Directors are aware, as at 31 December HBEZFAE R—_E-_—F+—-A

2021, 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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Approximate

Number of percentage of

Shares held interest in

Name of shareholders  Nature of interests (long position) the Company

RO BE LERNGE: £

BRERMA fEmtE (F®) BRABEDLE

Mr. Chan Yuen Tung Beneficial owner 535,500,000 30.19%
BRI & EmAA

Save as disclosed above, as far as the Directors [ EXIEEEI RESFAAE B E

are aware, as at 31 December 2021, 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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DISCLOSURE OF ADDITIONAL INFORMATION (CONTINUED)
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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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DISCLOSURE OF ADDITIONAL INFORMATION (CONTINUED)
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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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INTERIM REPORT

The 2021 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 2022.

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

Hong Kong, 21 February 2022
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