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FINANCIAL HIGHLIGHTS

(HK$'000)

(F&1)

Revenue e

Gross profit E7

Gross profit margin ERE

Profit for the period BREN

Profit attributable to owners of ARREBAEEAD
the Company (" Owners") iyl

Adjusted EBITDA! (S FREEBITDA!

Basic earnings per share (HK cents) BREXRFIEL)

Interim dividend per share (HK cents) BRPBRECEL)
Note:

1. Adjusted EBITDA is defined as profit before income tax
plus finance costs, change in fair value of derivative
financial instruments, share of loss of an associate,
depreciation, amortisation and one-off written off of
property, plant and equipment.

HMERE
For the For the
six months six months
ended ended
30 June 2020 30 June 2019
BE BE
kg 33 ZE-NF
~A=tH ~NA=ZtH
EAREA 1~ EA
1,819,727 1,959,940
948,433 1,064,516
52% 54%
584,935 660,027
548,699 640,388
1,033,994 1,184,698
10.35 12.08
7.50 8.50

Btat -

Percentage
change

BOLEL

-1%
-11%

-11%

-14%
-13%
-14%
-12%

1. KR EEBITDAZ E & ABRFTEN AT S
FIMBABEA STEMBITAEZATF

R R — R E A

AIER T

E-BHI-REDE BEERRE
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FINANCIAL HIGHLIGHTS (continued) MBRHEGE)
As at As at
30 June 31 December Percentage
2020 2019 change
(HK$000) RZBZEF  RIZNF
(F&1) ~A=+A +ZA=1+-A BALEL
Total assets BEHLE 21,321,316 21,472,710 -1%
of which: Cash and cash equivalents Hb: HekALE
and time deposits with BNRET
original maturity over FEER=
three months BAZES
BR 5,086,936 4,761,884 +7%
Unpledged bills receivables EERER
5B 971,371 950,696 +2%
Total liabilities BEEE (4,521,981) (4,426,398) +2%
of which: Total borrowings Hi: (EEEE - -
Dividend payables ERRE (461,260) =
Total equity A 16,799,335 17,046,312 1%
of which: Equity attributable to Hb: BHEAER
Owners #n 15,398,367 15,681,580 2%
Net assets per share attributable FEREBAGR
to Owners (HK) BERE(ET) 2.90 296 2%
Current ratio (times)’ TENLL X (f5)" 2.63 261 +1%
Gearing ratio? BAEEL % - -
Notes: Btat -
1. Current ratio is computed from total current assets 1. RELEURBEELERTBDERE

divided by total current liabilities.

2. Gearing ratio is computed from total borrowings

divided by total equity.

BEE -

2. BARELERUEELERERLE

5 -
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REPORT ON REVIEW OF INTERIM FINANCIAL
INFORMATION

_i.
pwec

TO THE BOARD OF DIRECTORS OF
SHOUGANG FUSHAN RESOURCES GROUP LIMITED
(incorporated in Hong Kong with limited liability)

INTRODUCTION

We have reviewed the interim financial information set
out on pages 8 to 46, which comprises the condensed
consolidated statement of financial position of Shougang
Fushan Resources Group Limited (the “Company”)
and its subsidiaries (together, the “Group”) as of 30
June 2020 and the condensed consolidated statement
of profit or loss and other comprehensive income,
the condensed consolidated statement of changes in
equity and the condensed consolidated statement of
cash flows for the six-month period then ended, and a
summary of significant accounting policies and other
explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial
information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard
34 "Interim Financial Reporting” (“HKAS 34") issued by
the Hong Kong Institute of Certified Public Accountants.
The directors of the Company are responsible for the
preparation and presentation of the interim financial
information in accordance with HKAS 34. Our
responsibility is to express a conclusion on this interim
financial information based on our review and to report
our conclusion solely to you, as a body, in accordance
with our agreed terms of engagement and for no other
purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of
this report.

Interim Report 2020

THMEENFRRE

BT R K E
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EEELT -



—ZoTHETHRE HEBLERKEERRAR 7

REPORT ON REVIEW OF INTERIM FINANCIAL
INFORMATION (continued)

SCOPE OF REVIEW

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410 “Review
of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review
of interim financial information consists of making
inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and
other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Hong
Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become
aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit
opinion.

CONCLUSION
Based on our review, nothing has come to our attention
that causes us to believe that the interim financial

information is not prepared, in all material respects, in
accordance with HKAS 34.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 August 2020

THMBEENFNRE (H)

EREE

BB ESSMACEM 2B EERN
ZHREAERIE 241050 [ B 88 2 B L A% EAD ¥
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CONDENSED CONSOLIDATED STATEMENT FHGFEEERAMMEZEHKE R
OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME

For the six months ended 30 June 2020 HE-—FE-_FFNNA=FHINEA

Six months ended 30 June
BEARA=THLAEAR

2020 2019
—BoBE  _TNF
Notes HK$000 HK$'000
Hrat FET TETT

(Unaudited) (Unaudited)
(RBER) (REER)

Revenue from contracts with REEFEHWE
customers 4 1,819,727 1,959,940
Cost of sales HER A (871,294) (895,424)
Gross profit EF 948,433 1,064,516
Interest income F B UA 59,429 70,522
Other income and gains, net HA A Rz - F58 5 26,572 50,284
Selling and distribution expenses HERDHEAX (137,033) (123,979)
General and administrative expenses —f& & 1T & (81,100) (80,418)
Other operating expenses Hith @8R 6 (6,370) (109,961)
Finance costs B R AR 7 (612) (4,606)
Change in fair value of derivative PTEMBIREZATE
financial instruments b2 (6,702) =
Share of loss of an associate IR A RIEE - (175)
Profit before income tax KR ET 8B AR A 8 802,617 866,183
Income tax expense Fri5Hi & A 9 (217,682) (206,156)
Profit for the period BARIEF 584,935 660,027
Other comprehensive income MR HEAB2ERE
for the period
Item that may be reclassified HigngEsHEEan
subsequently to profit or loss: BH
Exchange differences on REGINETS BT IR K
translation of financial EEXCERER
statements of foreign
operations - (13,686)
ltem that will not be reclassified to ~ # T~ FEDEE B
profit or loss: BA :
Fair value (loss)/gain on financial S EERAFERTA
assets measured at fair value Hiv2mEKaE 2 2T
through other comprehensive BE(EE), a
income (370,652) 407,307
Total comprehensive income Hr2ERRERE

for the period

214,283 1,053,648
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CONDENSED CONSOLIDATED STATEMENT
OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME (continued)
For the six months ended 30 June 2020

FHRGEEBEREMEZEKRER

(&)

B2 —_ T —_FFENA=+HIFNEA

Six months ended 30 June
BEXA=1+HIEAEA

2020 2019
=B-RE  —ZNF
Note HK$°000 HK$°000
B FHET FHET
(Unaudited) (Unaudited)
(REBER) (REER)
Profit for the period T ATEEBRARER :
attributable to:
Owners of the Company PN/NSIE7 ZS DN 548,699 640,388
Non-controlling interests FEFE AR 36,236 19,639
Profit for the period BARIEF 584,935 660,027
Total comprehensive income ATATEGHAZE
for the period attributable to: W 4asE .
Owners of the Company RAREEEA A 178,047 1,034,467
Non-controlling interests FEIE AR M 25 36,236 19,181
Total comprehensive income Hr2ERRERE
for the period 214,283 1,053,648
Earnings per share BREF
— Basic and diluted (HK cents) - EARKREEE BN 11 10.35 12.08
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CONDENSED CONSOLIDATED STATEMENT HHGE BRI E
OF FINANCIAL POSITION

As at 30 June 2020 R-IE-ZFENH=1H
30 June 31 December
2020 2019
—EB-EF —E-NEF
ANA=+H +=-—A=+—H
Notes HK$000 HK$'000
k3 FET FAET
(Unaudited) (Audited)
(REEX) (& &#Z)
ASSETS AND LIABILITIES BERAEE
Non-current assets FRBEE
Property, plant and equipment  ¥)2 - k5 &k 12 3,662,752 3,691,435
Land use rights i B A4 59,905 60,772
Right-of-use assets EREEE 23,519 26,076
Mining rights PR E 7,257,201 7,356,663
Goodwill EES 1,222,775 1,222,775
Interest in an associate R—HEBE QR 2 11,590 11,590
Financial assets measured BEATEFAEMER
at fair value through other Wz B EE
comprehensive income 13 713,251 1,083,903
Deposits, prepayments and BE - ERNFIER
other receivables o Ath pE W R TE 592,402 539,020
Deferred tax assets RIEFIEEE 59,465 55,322
Total non-current assets FREBEELE 13,602,860 14,047,556
Current assets REBEE
Inventories T8 141,694 123,530
Trade receivables FEWE ZERIE 14 648,721 490,613
Bills receivables KR E 14 1,139,941 1,306,706
Deposits, prepayments and e BRFRER
other receivables H e 58 337,366 319,316
Other financial asset HMosEE 15 = 232,500
Pledged bank deposits EHEIRRITER 16 363,798 190,605
Time deposits with original RIEFZFHABBR=@A 2
maturity over three months T BATF 3K 17 2,670,323 1,049,501
Cash and cash equivalents HekBEeEED 17 2,416,613 3,712,383
Total current assets REEEHAE 7,718,456 7,425,154

Total assets EEHAE 21,321,316 21,472,710




CONDENSED CONSOLIDATED STATEMENT
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OF FINANCIAL POSITION (continued)

AR E MR R & ()

As at 30 June 2020 RIE-ZFNH=1H
30 June 31 December
2020 2019
—EB-EHF —E-NEF
AA=+H +=-ZA=+—H
Notes HK$000 HK$'000
BtaE FET FHEIT
(Unaudited) (Audited)
(REEXR) (& &#z)
Current liabilities REBAE
Trade and bills payables BRHESERERENEER 18 615,085 652,566
Lease liabilities HEEE 6,344 7,119
Other financial liability HibB s aE 178,200 178,200
Other payables and accruals Hib A RE R ETEA 1,350,680 1,501,517
Derivative financial instruments T4 T A 1,363 5,117
Dividend payable FEATAR R 10 461,260 -
Amounts due to non-controlling  FE{THI B2 A)
interests of subsidiaries IR S R 1,095 98,158
Tax payables FERTFLIE 316,015 403,277
Total current liabilities REBaEEE 2,930,042 2,845,954
Net current assets RBEEFE 4,788,414 4,579,200
Total assets less total current EEMAERRBEGSHEE
liabilities 18,391,274 18,626,756
Non-current liabilities FkRBERE
Deferred tax liabilities ERERIEAE 1,571,489 1,559,503
Lease liabilities HEAaRE 20,450 20,941
Total non-current liabilities IRBEBELE 1,591,939 1,580,444
Net assets HEFE 16,799,335 17,046,312
EQUITY s
Equity attributable to owners AR REE AELER
of the Company
Share capital A& A 19 15,156,959 15,156,959
Reserves itz 241,408 524,621
Total equity attributable to AATEEAEGER
owners of the Company wE 15,398,367 15,681,580
Non-controlling interests FEEERER 1,400,968 1,364,732
Total equity EREE 16,799,335 17,046,312
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CONDENSED CONSOLIDATED STATEMENT

OF CHANGES IN EQUITY
For the six months ended 30 June 2020

Interim Report 2020

HRREEREH X

B2 —F—FFENA=+HINEA

Non-
controlling Total
Equity attributable to owners of the Company interests equity
LIS PN 3 FrRER  BRLE
Security
Share  Statutory Other ~ Retained investment ~ Translation
capital e reserves profits  resemve reserve Total
Br ReRE  EtEE  REEN  RERRE  RHER %
HKS000  HKSO00  HKSUO0  HKSO00  HKSO00  HKSO00 - HKS000  HKSOOO  HKS'O00
FEn TEr TEx T#r A A FAr Fér FEn
At1January 2019 (Audited)  W=F-hE
-B-B(&&HK) 15156959 448,068 430,895 984,107 (1,720,783) 84870 15384116 1,391,690 16,775,806
Profit for the period (Unaudited)  EBRCEFI (R EZH) = = - 640388 = - 640388 19639 660,007
Other comprehensive income S 12 S -
for the period:
~ Exchange differences on - AR ERETE
translation of financia BRELZEY
statements of foreign EB(REER)
operations (Unaudited) - - - - - (13,228) (13,228 (458) (13,686)
~Fairvalue gain on financial - BB AERATE
assets measured at FARRENR
fair value through other w2 ATERS
comprehensive income (*EER)
(Unaudited) - - - - 407,307 - 407,307 - 407,307
Total comprehensive income N2 ENEEE
for the period (Unaudited) (Rig2R) - = - BA0388 407307 (13228) 1034467 19181 1,053,648
Transactions with owners in HERAFRERRA
their capacity as owners: RS
2018 final dividends approved ~ Bt EZ=F-/\F
(note 10) (Unaudited) RERE W)
(REER) - - - (450,656) - - (450,656) - (450,656)
Appropriations to other reserves  EREE (it
(Unaudited) (RiEER) - - 6,736 (6,736) - - - - -
At30 June 2019 (Unaudited) R=B-hfE
~A=TA
(REEH) 15,156,959 448,068 837631 1,167,103 (1,313,476) 71,642 1597927 1410871 17,378,798
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CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY (continued)

For the six months ended 30 June 2020

BEECE ¥ 3 EYC)

B2 —_FE—_FFENA=+HIFNEA

Non-
controlling Total
Equity attributable to owners of the Company interests equity
LN LN FEREE EREE
Security
Share  Statutory Other  Retained investment Translation
capital  reserve  reserves  profits  reseve  reserve Total
&%
A EERE  HREE  RERN  RERE  RERG a3
HKS'000  HKS000  HKSO00  HKS'000  HKS000  HKS00  HKS000  HKS000  HKS'00
F#r 773 F#n k773 T T T T FEn
At1January 2020 (Audited) ~ R=Z=EF
-B-B(&8%) 15156959 448,068 452,060 1,202,043  (1,369,805)  (207,745) 15,681,580 1,364,732 17,046,312
Proitforthe period (Unaudited)  HFSTIGREEH) - - - sug6% - - SBEM 36236 54935
Other comprehensive income SV 12 EES -
for the period:
-Farvaluelossonfinancial - B EERATE
assets measured at AL 2ER
fair value through other w ATEER
comprehensive income (RE%R)
(Unaudited) - - - - (370,652) - (370,652) - (370,652)
Total comprehensive income MR ANEEE
for the period (Unaudited) (REER) = = - 548699 (370652 - 178047 3623 214283
Transactions with ownersin -~ WEBASHERFA
their capacity as owners: RS
2019 final dividends approved B EZ=ZF-NF
(note 1) (Unaudited) RERE MW 10)
(REER) - - - (461,260) - - (461,260 - (461,260)
Appropriations to other reserves  EHEE i
(Unaudited) (REEH) - - 39760 (39760) = = = = =
At30June 2020 (Unaudited) ~ R=B=2§
~BZTH
(REER) 15,156,959 448,068 491820 1249722  (1,740457)  (207,745) 15,398,367 1,400,968 16,799,335
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CONDENSED CONSOLIDATED STATEMENT

OF CASH FLOWS

For the six months ended 30 June 2020

EHE—

Interim Report 2020

HHGFERERER

FoFTFNA=FHIEANEA

Six months ended 30 June
BEASA=THLAXEAR

2020 2019
—Eo=F —NF
HK$°000 HK$°000
FET FET
(Unaudited) (Unaudited)
(REER) (REER)
Cash flows from operating REEBZRERE
activities
Profit before income tax R FT1S B A= F 802,617 866,183
Adjustments for: EETFIFHE
Depreciation of property, plant M BERZETE
and equipment 121,177 122,358
Depreciation of right-of-use assets FREEERE 2,557 2,596
Amortisation of land use rights o b {5 PR 6H 867 905
Amortisation of mining rights PR 8 99,462 84,448
Interest income F B U A (59,429) (70,522)
Finance costs SRR AN 612 4,606
Share of loss of an associate FEAE— T A RIEIE - 175
Loss on disposals of property, HEME - HEREZE
plant and equipment 218 749 5,077
Written off of property, plant M BERZEZ
and equipment Hh g = 103,427
Change in fair value of derivative mf—Eﬁﬁ%IﬁZ N
financial instruments @J (3,754) =
Net foreign exchange loss/(gain)
3,348 (19,213)
Operating profit before working
capital changes 7 968,206 1,100,040
Increase in inventories FEEMN (18,164) (8,580)
Decrease in trade and bills FEUE 5 BRTE K FE W S IR
receivables A 8,657 233,407
Increase in deposits, prepayments Ze - BRREK
and other receivables E 4t & W RRIFAE N (19,823) (12,988)
Decrease in trade and bills payables FERTE ZERTE R
[ ANES (24,488) (42,827)
Decrease in other payables and H b B FE K
accruals st BRI (86,636) (146,213)
(Decrease)/Increase in amounts fﬁ@ﬁ% AIFEEAR
due to non-controlling interests Bz sRECRAL),/#m
of subsidiaries (13,366) 1,504
Cash generated from operations SEEE RS 814,386 1,124,343
Income tax paid BEREH (297,101) (338,634)
Net cash inflow from operating BEZBEFRZHETRA
activities JFEE 517,285 785,709
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CONDENSED CONSOLIDATED STATEMENT BHEERERER (@)

OF CASH FLOWS (continued)
For the six months ended 30 June 2020

Cash flows from investing
activities

Payments to acquire property,
plant and equipment

Proceeds from disposals of property,

plant and equipment

Payments to acquire land use rights

Payments to acquire financial assets
measured at fair value through
other comprehensive income

Payments to acquire other financial
asset

Receipt from redemption of other
financial asset

Increase in pledged bank deposits

Increase in time deposits with
original maturity over three
months

Interest received

BE T _FFNA=FHINEA

Six months ended 30 June

BEAA=ZTHLAEA

2020 2019
—g-2F -—TNF
HK$°000 HK$°000
F# FHET

(Unaudited) (Unaudited)
(REEXR) (R HER)

REXEBZRERE

BEWHE BERSZREZ
RIE (224,061) (372,339)
LEME  BMERZEZ
Pﬁ%?x 243 3,489
iﬂﬂ%ﬁﬁ%ZH%& - (4,241)
ﬁ%g%&@i@;ﬁr)\,ﬁmiﬁ
sk 2 B EE 2 508

Net cash outflow from investing
activities

= (78,872)
BEEMMSEE 2 E
= (234,000)
FEC B IS & E 2 U8
232,500 200,000
B IRITE RGN (173,193) (36,928)
BERGBE=EAZEH
TR m
(1,620,822) (296,218)
B HFILE 61,201 78,358
R FEE

(1,724,132) (740,751)
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CONDENSED CONSOLIDATED STATEMENT

OF CASH FLOWS (continued)
For the six months ended 30 June 2020

Interim Report 2020

FHHRFEERERERE

B2 —FT -_FFNHA=+HI~EA

Six months ended 30 June
BEANA=+THLAEAR

2020 2019
—E-EF —ThNF
HK$°000 HK$°000
FET FHET
(Unaudited) (Unaudited)
(REER) (REER)
Cash flows from financing RMEXBECHRLRE
activities
Principal elements of lease payments YAEaELrS (1,266) (1,779)
Interest paid 2RFE (612) (3,988)
Dividends paid to non-controlling SENLOVEPNGIES 2 e £
interests of subsidiaries [i@S (83,697) =
Net cash outflow from financing Bl AT & e FRE
activities (85,575) (5,767)
Net (decrease)/increase incashand BERBESEEWCED),
cash equivalents BinFEE (1,292,422) 39,191
Cash and cash equivalents at R—A—HZzESEERS
1 January ZEY 3,712,383 3,453,325
Effect of foreign exchange MEERSHURERRS
rates changes on cash and ZEYZTE
cash equivalents (3,348) 7,169
Cash and cash equivalents at RABA=1THZEE2RES
30 June ZEY 2,416,613 3,499,685
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NOTES TO THE INTERIM FRHA B 75 B R R AT
FINANCIAL INFORMATION
GENERAL INFORMATION —mEr

Shougang Fushan Resources Group Limited (the
“Company”) is a limited liability company incorporated
and domiciled in Hong Kong. The address of its
registered office is 6th Floor, Bank of East Asia
Harbour View Centre, No. 56 Gloucester Road,
Wanchai, Hong Kong. The Company'’s shares are listed
on the main board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The principal
places of business of the Company and its subsidiaries
(collectively referred to as the “Group”) are in Hong
Kong and the People’s Republic of China (the “PRC").

The principal activities of the Group’s subsidiaries
comprise coking coal mining, production and sales
of coking coal products. There were no significant
changes in the Group's operations during the six
months ended 30 June 2020.

BASIS OF PREPARATION

The interim financial information for the six months
ended 30 June 2020 (the “Interim Financial
Information”) has been prepared in accordance
with Hong Kong Accounting Standard (“HKAS") 34,
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA™)
and with the applicable disclosure provisions in
Appendix 16 of the Rules Governing the Listing of
Securities on the Stock Exchange. The Interim Financial
Information does not include all the notes of the type
normally included in the annual financial statements.
Accordingly, the Interim Financial Information should
be read in conjunction with the annual financial
statements for the year ended 31 December 2019,
which have been prepared in accordance with the
Hong Kong Financial Reporting Standards (“HKFRSs").

The preparation of Interim Financial Information
requires management to make judgements, estimates
and assumptions that affect the application of
accounting policies and the reported amounts of
assets and liabilities, income and expense. Actual
results may differ from these estimates.

BillRLEREEERARTARAED
REEBEIMRILZARAA - HiE
M E Rt N BB ELITE
565 R RITEE T L6E - ARFZ
BOREBEEBAEZSAARA T (B
FDERLET - ARR RENE QT
(BBAIAREDZ TBEEMHA/E
BRpEARKMBE(HED -

AEBMMBRARZ I BEEBBREER
AR EREMZEENHEE - &
BT _TEXNA=Z+HIEANEA -
AEBMZ BEWHEERES -

mREE

BHE_Z-_TFA=THIEAREA
WP EHGBEER((PHHBEERD T
RREBGHMAS(EFASHMA
gEMzBEESTHEN(EESHE
B %3457 [ BRRS 5 3R o5 | R Bk X P %
S EmBRRIMNER 6 BREERER
8o FHIM S E MU T REFENBK
METPBEEBEOMEMNFER B
It FEI BB EEIR B E B
MELR((BETHREERDFRER
BE-_T-NWF+A=+—8HL#F
Bz FEMBHRR —HHE -

RETHYBENE  FTEEEEYH
TEEABERNERAREERAR -
WAR B P HRE B HE - 4
AARBER RERERAUERIRNZ
EfliEt o



18 SHOUGANG FUSHAN RESOURCES GROUP LIMITED

NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

2.

BASIS OF PREPARATION (continued)

In preparing this Interim Financial Information, the
significant judgements made by management in
applying the Group’s accounting policies and the
key sources of estimation uncertainty were the same
as those that applied to the consolidated financial
statements for the year ended 31 December 2019,
except for the estimation of income taxes (see note 3).

The Interim Financial Information was approved
for issue by the board of directors of the Company
("Board”) on 28 August 2020.

SIGNIFICANT ACCOUNTING POLICIES

Taxes on income in the interim periods are accrued
using the tax rates that would be applicable to
expected total annual earnings. The Interim Financial
Information has been prepared in accordance with
the accounting policies adopted in the last financial
statements for the year ended 31 December 2019,
except for the adoption of the following standards
and interpretations as of 1 January 2020:
Amendments to HKAS 1 Definition of Material
and HKAS 8
Amendments to HKFRS 3 Definition of a Business
Revised Conceptual
Framework for
Financial Reporting
Hedge Accounting

Conceptual Framework for
Financial Reporting 2018

Amendments to HKFRS 7,
HKFRS 9 and HKAS 39

The above standards did not have any impact on
the Group’s accounting policies and did not require
retrospective adjustments.
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NOTES TO THE INTERIM o HR B 7% & R R ()
FINANCIAL INFORMATION (continued)
3.  SIGNIFICANT ACCOUNTING POLICIES 3. FESHEEGE

(continued)

Impact of standards and interpretations issued
but not yet applied by the Group

The following new standards and amendments to
standards have been issued but are not effective for
the financial year beginning 1 January 2020 and have
not been early adopted by the Group:

Amendments to HKFRS 16

BRUBREENFE 165 2 ERT

Amendments to HKFRS 3

BBV IEIREERIEIF 2 85T
Amendments to HKAS 16

BRMERIE 165 2 (BT

Amendment to HKAS 37

ERGREREITR 2 ER]

Annual improvements to HKFRSs
2018-2020 cycle

BRMBREEN T —\FE
—EoRFERRCFENRE

Amendment to HKAS 1

BERGTERNE 1R 2 EF

HKFRS 17

BEBMBREERNE TR

Amendments to HKFRS 10 and
HKAS 28

EBUBRE AL 105K
FBETRAIE28% Y 53]

None of these is expected to have a significant effect
on the Interim Financial Information of the Group.

CEMERERNRRAZERR

BoxE

COVID-19 Related Rent
Concession

MEMAREEEZEASER

Reference to the Conceptual
Framework
5| ABSIESR

Property, plant and equipment —
proceeds before intended use
%% P MR VEBUE
BATE TS FOE
Onerous contracts — cost of
fulfilling a contract

EBERAH - BITRDMA

Amendment to HKFRS 1,
HKFRS 9, HKFRS 16 and
HKAS 41

EBVIEREERIE 15 -
BB GRS LERIF T -
BB EHRELERIFE 1658 &

BB R E 45 2185T

Classification of liabilities are
current or non-current

BEIBERRHIERD

Insurance Contracts

RBREHK

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture

REEREBENTNEE
RRAIZEELESEE

B SR K&
2R BEREREATE °

AT REBBERRN T _BF—
A—BRBZMRERERZIE]E
A 2 2 Rl &
R

Rl ERMABAKERESR

Effective for accounting
periods beginning on or after

RTHIBEHRZEBEKRZ
B HREXK

1 June 2020

—7— ﬁE/\H El

1 January 2022

—FT-__%—H—H
1 January 2022

—E__%—H—H
1 January 2022

—T-—%—-A—H
1 January 2022

—ET-=—F—H—H

1 January 2023

—T-=%—A—H
1 January 2023
—T-=%—H—H

To be determined

FE

AR BEARE
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NOTES TO THE INTERIM FRHA B 7 B R B R (4E)
FINANCIAL INFORMATION (continued)

4. REVENUE FROM CONTRACTS WITH 4. REEFEHUBERDIBER
CUSTOMERS AND SEGMENT INFORMATION

Revenue from contracts with customers, which is KEBEFPEHNBRINAIARER 2 &2
also the Group’s turnover, represents the sales value B EESEREEANBEELKB
of coking coal products in the ordinary course of BPHEEREROEESER - ke
businesses which are recognised at a point in time. R -

Revenue recognised is as follows:

Six months ended 30 June
BEANA=1+HLXEAR

2020 2019
—E-RF ZTNF
HK$°000 HK$'000
FERT TBT

(Unaudited) (Unaudited)
(REER) (REEZEZ)

Sales of clean coking coal TS 1,818,861 1,928,522
Sales of raw coking coal [REMKIEE 866 31,418

1,819,727 1,959,940
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

4.

REVENUE FROM CONTRACTS WITH
CUSTOMERS AND SEGMENT INFORMATION
(continued)

The executive directors have been identified as the
chief operating decision-maker of the Company. The
Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive
directors for their decisions about resources allocation
to the Group's business components and for their
review of the performance of those components.
The business components in the internal financial
information reported to the executive directors are
determined following the Group’s major product lines.
The Group has identified one reportable segment as
follows:

Coking coal mining:  Mining and exploration of coal
resources and production of
raw and clean coking coal in
the PRC

The executive directors regard the Group's business
as a single operating segment and review financial
information accordingly. Therefore, no segment
information is presented. The executive directors
primarily use a measure of profit before income tax to
assess the performance of the operating segment.

—“TEGHRE BEBELEREEERAT 21
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REEFEHWERDIHER (&

HITERERARRIREERKE -
AEERBEERANAITEERE MR
WEREAKEXBEHFIERDER
EHZEHARR 2ANBHFEER S
DIEEDARBHEDTBER - AT
BEEREZNBHBERARZ XA
Pl DERAEETZEERSED - K&
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BIRIA R A ERER &

R

HTEFRAREEBRE—KED
B Wi ERPEER - Bt - X
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B AT SEAT s A R R R R D B R
.



22 SHOUGANG FUSHAN RESOURCES GROUP LIMITED

NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

5.

OTHER INCOME AND GAINS, NET

A R AR R ()

Interim Report 2020

Ht ARz - F8

Six months ended 30 June
BEANA=1+HLAKEA

2020 2019
—ECEF —T-NEF
HK$°000 HK$'000
FET FHET
(Unaudited) (Unaudited)
(RESEZ) (RE =)
Income from sales of by-products HERERZBA 20,547 26,791
Net foreign exchange gain HNEE BB 5 U SRR 3,653 19,213
Others HAth 2,372 4,280
26,572 50,284
OTHER OPERATING EXPENSES 6. Hfh&EmX

Six months ended 30 June
BZEASA=1THLAXEA

2020 2019
—ECRF —E-hEF
HK$’000 HK$'000
FET FHET
(Unaudited) (Unaudited)
(RISEZ) (R 2EZ)
Loss on disposals of property, plant HEWME  BERREZ
and equipment EB 749 5,077
Written off of property, plant and M BB K& 2 i
equipment (Note) H1zt) = 103,427
Others Hith 5,621 1,457
6,370 109,961

Note: Upon commencement of trial production of the
lower coal seam of Jinjiazhuang Coal Mine, the
well entrance of the upper coal seam was closed
down in May 2019. Thus, the net carrying
amounts of the related underground mining
structures of the upper coal seam, amounted to
Hong Kong Dollars (“HK$")103,427,000, were
written off during the six months ended 30 June

2019 (note 12).

Bt R—ZE—-NFHA E2X

+

Sy

HHEZ ARG E RS
Bw o B AR O R R
BeRAl B@E_FT—AFN
A=+B1ANEA - LAKNE
BHTESEEYD 2 EmFE
103,427,000 7T & T LA 85 (T

$12) ©
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A B R AR R ()

FINANCIAL INFORMATION (continued)

7. FINANCE COSTS

Interest charged on discounted bills

7. BIEEAX

Six months ended 30 June
BZEASA=1THLAXEAR

2020 2019
—EC-EF —ET-NEF
HK$000 HK$'000
FHT F#TT

(Unaudited) (Unaudited)
(REEER) (REEZ)

RAREKERERZFNEER

receivables - 3,889
Interest expense on lease liabilities HEABZAERAX 612 717
612 4,606

8. PROFIT BEFORE INCOME TAX

Profit before income tax is arrived
at after charging:

Cost of inventories sold
Amortisation of:
—land use rights
= mining rights
Depreciation of:
- property, plant and equipment
- right-of-use assets
Staff cost
(including directors’ emoluments)

8. ERFTBHATER

Six months ended 30 June
BEANA=1+HLAKEAR

2020 2019
—g-%x —T-hf
HK$’000 HK$°000
FHT FHT

(Unaudited) (Unaudited)
(RGEZ) (R =)

B TS B M 2 F0RR

HEFERR 871,294 895,424
ey -

- TP AR 867 905
- FREE 99,462 84,448
e -

-ME - BERKE 121,177 122,358
-FREEE 2,557 2,596
BIMA

(BIEESHS) 284,270 316,112




24 SHOUGANG FUSHAN RESOURCES GROUP LIMITED

NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

9. INCOME TAX EXPENSE

Interim Report 2020

A R AR R ()

9. FEHEMR

Six months ended 30 June
BZEASA=1THLAXEAR

2020 2019

—EC-EF —E-NEF

HK$000 HK$'000

FHT F#TT

(Unaudited) (Unaudited)

(RIEER) (RegER)

Current tax — PRC income tax BIEARITE — R EIFTIS T 209,837 250,036
Deferred tax RS TR 7,845 (43,880)
217,682 206,156

No provision for Hong Kong profits tax has been made
in the Interim Financial Information as the Group had
no assessable profits arising in Hong Kong for the six
months ended 30 June 2020 and 2019.

In accordance with the Income Tax Law of the PRC
for Enterprises with Foreign Investment, the Group's
major subsidiaries, namely Shanxi Liulin Xingwu
Coal Co., Limited, Shanxi Liulin Jinjiazhuang Coal
Co., Limited and Shanxi Liulin Zhaiyadi Coal Co.,
Limited, all established in the PRC, are subject to 25%
enterprise income tax in the PRC.

The Group is also subject to withholding tax at the
rate of 5% (Six months ended 30 June 2019: 5%) on
the distributions of profits generated from the Group's
major PRC subsidiaries which are directly owned by
the Group’s subsidiaries incorporated in Hong Kong.

HRBEZT-_TFR-T—IEFAX
A=tBLERNEAAEEEEEILE
EXERTEHN  MAERPHIH
BRI BEANSHIELBE -

REINECEZREMERE A%
ERFPEKZ TEWBE AR BN
MM EEEESRETAR - LA
MERHEEEER DA RILFEIMARE
EREEERAR) 2P RCEMER
K H25% °

AEENARBAREETEEMAK
YZMBRAREKEAEZAKRETE
" BB B 1 B AT EE AR 2 BT 3 I R A
5% (BE—T-NFRA=THILX
A : 5%) 2RI -
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NOTES TO THE INTERIM 8 B 3% B8R A (D
FINANCIAL INFORMATION (continued)
10. DIVIDENDS 10. BE
Dividend payables to shareholders of the Company FERARBIRRREANRE
attributable to the period:
Six months ended 30 June
BZEXA=t+HLXMEA
2020 2019
—ECEF —E-NEF
HK$’000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REER) (REEEZ)
Declared and payable after interim R BRI RER -
period:
2020 Interim dividend HK7.5 cents —ETEPHPREFTR
per ordinary share (Six months L@y 5 BIlERE
ended 30 June 2019: 2019 interim —ZE-NERA=TH
dividend HK8.5 cents per IERER : ZE—hF
ordinary share) IR B SR E R A
8.5/l 397,638 450,656

The total amount of interim dividend for six months
ended 30 June 2020 totalling HK$397,638,000 was
calculated based on the number of issued ordinary
shares as at 30 June 2020. Number of shares
qualifying for this interim dividend is subject to change
upon the completion of the Offer mentioned in note
23. The interim dividend has not been recognised as
liabilities as at 30 June 2020 (Six months ended 30
June 2019: 30 June 2019).

BHE_Z-_ZFA=TRHILXEA
B 7 HIA% B4 51397,638,0007 7T 1R
BR_ZE_ZTFEXA=+HEBTY
BREEFE  aERBEIRENLSPH
BB ZREBARMF2IMANBELNR
RMEE - FEHRER-Z_TFN
ﬂ*+5(%i§:? NERA=TH
Jt/\“ﬂ —NERNA=ZTHMH




26 SHOUGANG FUSHAN RESOURCES GROUP LIMITED

NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

10. DIVIDENDS (continued)
Dividend payables to shareholders of the Company

attributable to the previous financial year were
approved during the period:

Interim Report 2020

A R AR R ()

10.

I 2 (%)
ERHALENENAQBRRBE
MHERERS

Six months ended 30 June
BZEASA=1THLAXEAR

2020 2019
g S —E-NF
HK$°000 HK$°000
FET FET
(Unaudited) (Unaudited)
(RISEZ) (REE =)
2019 final dividend HK8.7 cents per ZE-NFREARSTR
ordinary share (Six months ended RS 7B (B E
30 June 2019: 2018 final dividend *%fﬁ#/‘*\ﬁ_+a
HK8.5 cents per ordinary share) IEREA - )\E
EE,HEHX/%H b=l
8.57811) 461,260 450,656
Final dividend for the year ended 31 December BHE-_ZT-NWEFR-ZE-N\F+=A

2019 and 2018 totalling HK$461,260,000 and
HK$450,656,000 respectively were calculated based
on the number of issued ordinary shares as at 31
December 2019 and 2018 respectively, and have been
reflected as an apportion of retained earnings and
recognised as liabilities during the period ended 30
June 2020 and 2019 respectively. Final dividend for
the year ended 31 December 2019 and 2018 was paid
on 23 July 2020 and 11 July 2019 respectively.

=t— Eﬁifmiﬂwgé%%%
#%461,260,000/% 7T }2 450,656,000/ 7T
TIRRIREBER —E-AFR-F-N
F+tA=+—HANEHBTEARK
BitE YD RRBE_ZT_FTFR
“E-AFRNA=ZTHILIHAHEE B
RRBENODENER/BE - &
ECE-NFR-_T-NFFTA=
T-BRLEFENRAREES N IR =
EEFLAT=HERZE-NF
+tA+—BXff-
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

11.

12.

EARNINGS PER SHARE

The calculations of basic and diluted earnings per
share to owners of the Company are based on the
following data:

—“TEGHRE HEBLEREEERAT 27

A B R AR R ()

11. BREF

RRARBAEANEEBRERNREER
TR T OB E

Six months ended 30 June
BZEASA=1THLAXEAR

2020 2019
—BCoREF —E-NF
HK$000 HK$000
FET FET

(Unaudited) (Unaudited)
(REEER) (REEZ)

Profit used to determine basic and REETERERREE
diluted earnings per share BRI A 548,699 640,388
‘000 shares ‘000 shares
Fi FAR
Number of shares BRoEE
Weighted average number of ordinary st ESREARREEEF 2
shares for the purpose of basic and TEARNE T8
diluted earnings per share 5,301,837 5,301,837

The diluted earnings per share for the period ended
30 June 2020 and 30 June 2019 were the same as
the basic earnings per share as there were no dilutive
potential ordinary shares during the periods.

PROPERTY, PLANT AND EQUIPMENT

During the period, the Group acquired property, plant
and equipment at a total cost of HK$93,486,000
(Six months ended 30 June 2019: HK$323,088,000)
mainly in relation to the additions of mining
equipment and construction in progress of the mine
platforms.

HRBE-ZZT-_TFAA=+HNZ
T-NEXNA=+HILLEREES
BEHLTER FHESHEANESRE
HANRSREXBFER -

12. Y% BERRE

HR - ANEERE K ZN93,486,0007%5
TEHEZE-NFAA=ZTAHILEARE
A 323,088,000/ 7T) 2% - BE &
BE ZEFETERRBRENAR
WLUFE2ERIRE-
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

12.

13.

PROPERTY, PLANT AND EQUIPMENT
(continued)

Property, plant and equipment with net carrying
amount amounting to HK$992,000 (Six months ended
30 June 2019: HK$8,566,000) was disposed during
the six months ended 30 June 2020. Mining structures
of the upper coal seam of Jinjiazhuang Coal Mine with
net carrying amount of HK$103,427,000 were written
off during the six months ended 30 June 2019 (note
6).

As at 30 June 2020, the Group is still in the process
of obtaining the building ownership certificates
for certain buildings with net carrying amount
of Renminbi (“RMB"”)105,235,000 (equivalent
to HK$115,758,000) (As at 31 December 2019:
RMB105,430,000 (equivalent to HK$115,973,000). In
the opinion of directors of the Company, the Group
has obtained the rights to use the buildings.

FINANCIAL ASSETS MEASURED
AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

Interim Report 2020

A R AR R ()

12.

13.

M - BERRE(E

REBE_Z-_ZFXA=+HILAMHE
AAHEME BER&EZREF
B/A992,0008T(HE=Z—NF XA
=Z+HAIXMEA : 8,566,000E7T) > &
REHRE FARBSEEY 2 REF
103,427,000 TEREBE=_T— 1
FRA=FB 1@ A M FEe) -

NR-ZZE-_TEXA=1+H xEB
£ ABREFE AR 105,235,0007T (16
E115,758,0008 L) (R —hF
+=ZA=+—8: AR%105,430,000
T (HEEMN115,973,00087T)) 2 & T
BFREEEMARSE - ARAES
RE - AEEERBEBEEFZER
T o

BATPESARME2EKE 2
MBEE

30 June 31 December
2020 2019
—E-%HF —Z-hEF
NA=+H +=A=+—8”
HK$°000 HK$'000
FET FET
(Unaudited) (Audited)
(REEZ) (B #E%)

Equity securities, at fair value RAFES  RATFE
— listed in Australia — RN £ 532,567 853,746
- listed in Hong Kong -REBLM 180,684 230,157
713,251 1,083,903
Unlisted equity interest* FE E AR AN A = -
713,251 1,083,903
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NOTES TO THE INTERIM o HR B 7% & R R ()
FINANCIAL INFORMATION (continued)
13. FINANCIAL ASSETS MEASURED 13. BAFEFAHMEEKEZ

AT FAIR VALUE THROUGH OTHER S EE (&)

COMPREHENSIVE INCOME (continued)

*  This represents the cost of 7% equity investment o WA—BRHREFMKIIZIEE

in an unlisted company incorporated in the PRC.
As the entity ceased operation during the year
ended 31 December 2013, a fair value loss of
approximately HK$8,890,000 was recorded
against the full investment cost in 2013.

MRABZT%RATE Z KA
HRZEBREE-_Z—=F+
AT+ RALLEFERILES
HR T — ZFE PR ER A
B RF(EEEX8,890,000/ 7T °

14. TRADE AND BILLS RECEIVABLES 14. ERWEZEREREKRER
30 June 31 December
2020 2019
—E-SF —T-hEF
NA=tH +=—A=+—H
HK$°000 HK$°000
FET F#ET
(Unaudited) (Audited)
(REEERZ) (42| i%)
Trade receivables EWE S RE 860,401 702,293
Less: Provision for impairment loss  J&  JE{EE 1B (211,680) (211,680)
648,721 490,613
Bills receivables BWEE 1,139,941 1,306,706
1,788,662 1,797,319

Ageing analysis of net trade receivables, based on

invoice dates, is as follows:

Up to 90 days

BZREDITOT

30 June
2020
—E-EF
NA=1+H
HK$°000
FET
(Unaudited)
(RRER)

90HEAT 648,721

RIBEZFAHREZEKESREF

31 December
2019
—E-NEF
+=A=+—H
HK$'000

FET
(Audited)

(& #=%)

490,613
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

14.

TRADE AND BILLS RECEIVABLES (continued)

As at 30 June 2020, trade receivables generally have
credit terms ranging from 60 to 90 days (As at 31
December 2019: 60 to 90 days). Bills receivables are
expiring within one year (As at 31 December 2019:
one year). As at 30 June 2020 and 31 December 2019,
all of the trade and bills receivables are denominated
in RMB.

As at 30 June 2020, bills receivables included
an amount of RMB115,395,000 (equivalent to
HK$126,935,000) (As at 31 December 2019:
RMB253,042,000 (equivalent to HK$278,346,000))
were pledged for bills payables of RMB111,764,000
(equivalent to HK$122,941,000) (As at 31
December 2019: RMB244,840,000 (equivalent to
HK$269,325,000)) (note 18).

The Group endorsed certain of its bills receivables with
full recourse to creditors. In the event of default by the
debtors, the Group is obliged to pay the creditors the
amount in default. The Group is therefore exposed to
the risks of credit losses and late payment in respect
of its endorsed bills receivables.

The endorsement transactions do not meet the
requirements for de-recognition of financial assets
as the Group retains substantially all of the risks
and rewards of ownership of the endorsed bill
receivables. As at 30 June 2020, bills receivables of
RMB37,850,000 (equivalent to HK$41,635,000) (As
at 31 December 2019: RMB70,604,000 (equivalent
to HK$77,664,000)) continue to be recognised in the
Group's consolidated financial statements although
they have been legally transferred to the creditors.
The proceeds of the endorsement transactions are
included in trade payables and other payables until
the related bills receivables are collected or the Group
settles any losses suffered by the creditors.
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W E 5 RIE R EW RS (E

RZZB_TEANA=1+HE EKRES
REEEH BN TR60E908 (R
—ZE—-AE+=-A=+—H :60E90
H) - BIREBEN—FRBBHHR =2 —
NE+—_A=+—H8: —F) R_Z
TEEXNA=FER-ZE-NAE+
A=+—8 FERKEZKREKE
WEEHAARBE -

RZE_ZEFAA=+H BRE
HBEIE AR115,395,0007C (FEER
126,935,000 70) (RZE—NF+=
A=+—8 : AR%253,042,0007T
(A& 77278,346,0008 7)) 2 FIA -
EEAARKE111,764,000T(HHER
122,941,0008 ) (RZE—NF+=
A=+—H: AR¥244,840,0007T (§
#1269,325,000%8 7)) 2 BN B2
IR (FffzE18) -

AEEEERETAR2EBYEL
ERRETEREA - MEKABRRK
B ARBEARBERABEERERE
e Al AEEREEREERA
REEBERERERZ R

EERGUTHEAIEERUBEE
ZHE BAAAKENAREBEE
EWERERSE BRI AR K
B R_T_TFA=TH " E
W=k AR ¥37,850,0007T (FHE K
41,635,000 70) ( R=T—h&F+=A
=+—H8 : AR%70,604,000C(HE
177,664,000/ 0)) BT A S B 2 4R
AHBHREAER  FEZERED
AEERTEREA BEXHZAE
RIEF AN E 5 RIE &E ARE
B BEEBBERKREEWKESAS
EEEERAERZZEMNEBEBIL -
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

14.

15.

16.

TRADE AND BILLS RECEIVABLES (continued)

As at 30 June 2020, the bills receivables endorsed
to trade creditors and other creditors amounted to
RMB13,500,000 (equivalent to HK$14,850,000) (As
at 31 December 2019: RMB6,964,000 (equivalent
to HK$7,660,000)) (note 18) and RMB24,350,000
(equivalent to HK$26,785,000) (As at 31
December 2019: RMB63,640,000 (equivalent to
HK$70,004,000)) respectively.

As these bills receivables have been legally transferred
to the creditors, the Group does not have the authority
to determine the disposition of the bills receivables.

OTHER FINANCIAL ASSET

As at 30 June 2020, there is no other financial asset
held by the Group. As at 31 December 2019, other
financial asset represented a one-year 5.50% coupon
guaranteed bond with total principal amount of
United States Dollars (“US$")30,000,000 (equivalent
to HK$232,500,000) due on 15 April 2020. The bond
has been fully redeemed upon maturity.

PLEDGED BANK DEPOSITS

As at 30 June 2020, the Group has utilised pledged
bank deposits of RMB282,266,000 (equivalent
to HK$310,492,000) (As at 31 December 2019:
RMB 129,800,000 (equivalent to HK$142,780,000))
which were denominated in RMB and were pledged
for bills payables of RMB238,744,000 (equivalent
to HK$262,619,000) (As at 31 December 2019:
RMB129,800,000 (equivalent to HK$142,780,000))
(note 18).

The directors of the Company consider that the fair
value of the pledged bank deposits is not materially
different from their carrying amount because of the
short maturity period.
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14.

15.

16.

W E S RERERRE &)

R-ZZTE-_ZTFXA=Z+8 mMEZE
TEA&%WE%A“iZJW& = %

D AlAAR®13,500,0007T (HE R
14,850,000/ 70) ( R=F—NF+=A
=+—H8 : ARK#%6,964,0007t (FHE
77,660,00077T)) (I sE18) R AR
24,350,0007T (15 & #226,785,000/% 7T)
(R=ZZF—NF+=ZA=1+—8: AR
#£63,640,0007T (#8E 570,004,000/
JL)) °

HMRZERURBECAZERTER
A AEEY EREDREZSEREER
BzRENN -

Hitpft B EE

MR-EBE-ZTEXNA=1+AH  XEEY
ERETNEMYBEE - R =_F—
NWE+ZA=+—8 Xx&B8EA
30,000,000 7t (48 & 7 232,500,000/%
TZEMMEEEANR T _TFN
BA+HRBEH 25508 —FHELR

BESH - BEHEORIBREBE2EE
[E] o

SIEMRITER

R-ZEE-F ﬁ NA= + H $ &
EEHACEFRITITIRARE
282,266,0007T (A8 & #310,492,000)
BLT)(R=ZFE—NF+=—A=+—
H: AR#129,800,000T(HER
142,780,000 L)) * HIAARE:T
& W1EAARK238,744,0007T (HHE
262,619,000 7T) (R=ZFE—NF+
Z—A=+—8: AR¥129,800,0007T
(#8E7142,780,000/87T)) 2 FEF =i
Z IR (HIEE18) ©

ARBEZRR  ARCERRTE
FREHARE - wEAFEER®T
EYBBERER -
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

17. CASH AND CASH EQUIVALENTS AND TIME

18.

Interim Report 2020

A R AR R ()

17. BERBESEEYUARRTES

DEPOSITS AT BANK LEEN
30 June 31 December
2020 2019
ZEC-EF —E-NEF
AA=+H +=—A=+—H
HK$°000 HK$'000
FET FET
(Unaudited) (Audited)
(REEER) (EEZ)
Cash at banks and on hand RITEFERS 642,728 963,891
Time deposits at banks RITE BT 4,444,208 3,797,993
Bank balances and cash RITHEHR LIRS 5,086,936 4,761,884
Less: Time deposits with original S8 FRAFFRERERIE
maturity over three =EAZ
months EHER (2,670,323) (1,049,501)
Cash and cash equivalents ReEkBLEED 2,416,613 3,712,383
TRADE AND BILLS PAYABLES 18. ENEZRERENRE
30 June 31 December
2020 2019
—EEF —T-NF
AA=t+H +=A=+—H
HK$°000 HK$'000
FET FEIT
(Unaudited) (Audited)
(REEER) (K #E%)
Trade payables BB 5 IRIE 229,525 240,461
Bills payables AN 385,560 412,105
615,085 652,566
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

18. TRADE AND BILLS PAYABLES (continued)

The Group was granted by its suppliers credit period
ranging between 30 to 180 days (As at 31 December
2019: 30 to 180 days). As at 30 June 2020 and 31
December 2019, all of the trade and bills payables are
denominated in RMB.

Based on the invoice dates, ageing analysis of trade
payables as at 30 June 2020 is as follows:
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18. ENESZRERENRE(E

AEBMEEHEEDE TN THR30E180
HRZZ—AF+ZA=+—8:30
Z180H)ZEEH - RZZE_TF N
A=+RARk=ZZE—AF+=ZA=+—
B FERMEZRERENSZEY

AARMEFHE -

REEZAH  ENEZRER_-Z
ZEFERAZTRAZEREDTAOT

30 June 31 December

2020 2019

—E-EF —E-NF

NA=tH +=ZRA=+—H

HK$'000 HK$'000

FET FET

(Unaudited) (Audited)

(REEEZ) (2=z)

Up to 90 days 90HIAT 170,718 170,043
91 to 180 days 91%2180H 20,717 38,528
181 to 365 days 1812365H 29,049 11,488
Over 365 days %1365H 9,041 20,402
229,525 240,461
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

18.

19.

TRADE AND BILLS PAYABLES (continued)

As at 30 June 2020, RMB238,744,000 (equivalent
to HK$262,619,000) (As at 31 December 2019:
RMB 129,800,000 (equivalent to HK$142,780,000))
out of RMB350,509,000 (equivalent to
HK$385,560,000) (As at 31 December 2019:
RMB374,640,000 (equivalent to HK$412,105,000))
were secured by the pledged bank deposit (note
16). Remaining bills payables amounted to
RMB111,764,000 (equivalent to HK$122,941,000) (As
at 31 December 2019: RMB244,840,000 (equivalent
to HK$269,325,000)) were secured by bills receivables
(note 14).

As at 30 June 2020, trade payables include payables
represented bills receivables endorsed to trade
creditors, amounted to RMB13,500,000 (equivalent
to HK$14,850,000 equivalent) (As at 31 December
2019: RMB6,964,000 (equivalent to HK$7,660,000)),
which do not meet the de-recognition requirements.
The corresponding financial assets are included in bills
receivables (note 14).

SHARE CAPITAL

Number of shares

Interim Report 2020

A R AR R ()

18.

19.

RAEE

2020

ZECEF

‘000 shares

Fig

(Unaudited)

(REER)

Issued and fully paid: ERETREHR

At 1 January and at R—A—-BRR®
30 June/31 December ~A=TH/

+=ZA=t-8 5,301,837

BNESRERENRE (@

RZZE-TEXA=1+H - ARK
350,509,0007T (& 5 385,560,000
BEL)(RZBE—hAhE+=ZA=+—
H: ARM374,640,0007T (4%
412,105,000 7T)) FHARKE
238,744,0007T (FHE 7 262,619,000
BEL)(RZBE—hAhE+=ZA=+—
H: AR#129,800,000t(HER
142,780,000/ 7)) AE EIRIRITTF
KT 16)EEIT - BT ENER
ABMAR®111,764,000T (HER
122,941,0008 ) (RZE—NF+=
A=+—H: AR¥244,840,0007T (§
B 1269,325,000/% 7T) ) LA FE U 2= 45 (FfT
FE14) 1R AR -

RZZB-_TEANA=1+E ENE5
RERREEAEIBRASEZENR
=g BB AR 13,500,000t (FHE R
14,850,000 7C) R=F—NF+=A
=+—8 : AR#¥6,964,0007T (FHER
7,660,000 7T)) @ ZERKEHEIL T
HEBHMRZET - HEZMKE
EESABKRZERNFE14) -

B <
Amount
kx-}

2019 2020 2019
—Z-NEF b St 213 —Z-NE
‘000 shares HKS$'000 HK$'000

FIR Fi#% FAT

(Audited) (Unaudited) (Audited)
(&%) (REER) (&%)
5,301,837 15,156,959 15,156,959
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20.

SUMMARY OF FINANCIAL ASSETS AND 20.
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A B R AR R ()

BERB D M BEERAE

LIABILITIES BY CATEGORY BE
Set out below is an overview of the carrying amounts TREBJIAKBEREZVBEERA
and fair values of financial assets and liabilities held by BEZREBERATFERE
the Group:
30 June 31 December
2020 2019
—EoEE —E-hEF
AB=+H +=-A=+—8”
HK$000 HK$'000
FET FAET
(Unaudited) (Audited)
(RISEZ) (EEZ)
Non-current assets kRBEE
Financial assets measured at fair BATEFAHMEE
value through other W s A E
comprehensive income 713,251 1,083,903
Financial assets measured at REHEKATEZ
amortised cost: MISEE :
— Deposits and other receivables - 1&2& REMEWGRIA 154,967 154,967
868,218 1,238,870
Current assets REBEE
Financial assets measured at REER AT EZ
amortised cost: MBEE :
— Trade receivables - BB SRE 648,721 490,613
— Bills receivables - EWEE 1,139,941 1,306,706
- Deposits and other receivables - e REMBEMGRIE 218,395 208,784
- Other financial asset -Hi BB EE = 232,500
~ Pledged bank deposits - BEFRITER 363,798 190,605
- Time deposit with original - RiFsEpRe=1EA
maturity over three months ZTEHFR 2,670,323 1,049,501
— Cash and cash equivalents -RekREEED 2,416,613 3,712,383
7,457,791 7,191,092
Total 1 %E 8,326,009 8,429,962
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FINANCIAL INFORMATION (continued)

20. SUMMARY OF FINANCIAL ASSETS AND 20. RERESZHBEEREE
LIABILITIES BY CATEGORY (continued) BE (&)
30 June 31 December
2020 2019
B85 —NF
AH=+H +=ZA=+—AH
HK$°000 HK$°000
FET FET
(Unaudited) (Audited)
(REER) (%)
Current liabilities REEE
Financial liabilities measured at REHEKATEZ
amortised cost: MBaE :
— Trade and bills payables -ENESRER
ARES 615,085 652,566
— Lease liabilities -HEaRE 6,344 7,119
~ Other financial liability -Hi B aE 178,200 178,200
— Other payables and accruals — Hofth A 3R 1E &
EEtEA 791,845 803,420
- Dividend payable - RS 461,260 =
~ Amounts due to non- - BB
controlling interests of 3H¢“H§E§i§§#\
subsidiaries 1,095 98,158
Financial liabilities measured at fair R AFEFABREZ
value through profit or loss BBaE
- Derivatives financial -PTEMKTA
instruments 1,363 5,117
2,055,192 1,744,580
Non-current liabilities FREBEE
Financial liabilities measured at REHEKATEZ
amortised cost: MBaE :
- Lease liabilities -HE&8E 20,450 20,941
20,450 20,941
Total 4R 2,075,642 1,765,521
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

20. SUMMARY OF FINANCIAL ASSETS AND
LIABILITIES BY CATEGORY (continued)

(a)

Financial instruments measured at fair

value

The following table provides an analysis of
financial instruments carried at fair value by level
of fair value hierarchy:

— Level 1:

— Level 2:

= Level 3:

quoted prices (unadjusted) in active
markets for identical assets and
liabilities;

inputs other than quoted prices
included within Level 1 that are
observable for the asset or liability,
either directly (i.e. as prices) or
indirectly (i.e. derived from prices);
and

inputs for the asset or liability that
are not based on observable market
data (unobservable inputs).

The level in the fair value hierarchy within which
the financial asset or liability is categorised in
its entirety is based on the lowest level of input
that is significant to the fair value measurement.
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20.

BERB D M BEERAE
BE ()

(a)

BAVEFEZHMBETA

TRE®RERAFEIRZF BT
ERBAHEBRZAN

HREERBERE
BB % B B (R (E

A

HREERAEME
E(ER) LB
(BN BARHEAT) AT 8
RNERBA(TE
EEIEMBSM®
B Rk

WIRBE AT BROT
LHEMBREE
FEREHNEREA
(BEABRENERS
A) e

EBRUBEERBERBAZA
FEER  HENRELTERE
AABEARERZREBRERE

A e
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NOTES TO THE INTERIM o HR B 7% & R R ()
FINANCIAL INFORMATION (continued)
20. SUMMARY OF FINANCIAL ASSETS AND 20. RERBSZHBEERAE
LIABILITIES BY CATEGORY (continued) BE(E)
(a) Financial instruments measured at fair (a) BRAFEFEZHBIAGE)

value (continued)

The financial assets and liabilities measured
at fair value in the consolidated statement of
financial position are grouped into the fair value

hierarchy as follows:

REABRHRREARAT B
2 HBAERRBEIES AA
TFAFEER :

30 June 2020
“E-ZFRAZTA
Level 1 Level 2 Level 3 Total
F1E F28 #3E et
Notes HK$'000 HK$000 HKS$000 HK$000
Vi3 FAx FAT FA% FAx
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REEER) (REER) (REER) (REEER)
Financial assets measured RATEA
at fair value through other Eth2EYEL
comprehensive income M%EE
- Listed equity securities - FilRAES ) 713,251 = = 713,251
- Unlisted equity securities -kLAREES ) - - - -
713,251 : - 71321
Financial liabilities BBERE
- Derivative financial instruments - 4B ETE (i) - 1,363 - 1,363

1,363 - 1,363
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NOTES TO THE INTERIM o HR B 7% & R R ()
FINANCIAL INFORMATION (continued)
20. SUMMARY OF FINANCIAL ASSETS AND 20. RERBSZ2HBEERARE
LIABILITIES BY CATEGORY (continued) BE(E)
(a) Financial instruments measured at fair (a) BRAFEFEZHEIAGE)

value (continued)

31 December 2019

ZE-NETZA=T-A
Level 1 Level 2 Level 3 Total
&1 F2E 3B |
Notes HK$000 HK$000 HK$'000 HK$000
st FEr TET TET FAr
(Audited) (Audited) (Audited) (Audited)

(&ER%) s3] (BER) e

Financial assets measured BATETA
at fair value through other At 2ENE
comprehensive income HHEE
- Listed equity securities -EAREEE () 1,083,903 = = 1,083,903
= Unlisted equity securities -EEmRAESF () - - - -
1,083,903 - - 1,083,903
Financial liabilities BBAE
- Derivative financial instruments -~ 1A ETE (i) - 5117 - 5117
- 5117 - 5,117
There was no transfer between levels during the REBE-ZT-_TFA=+AHL
six months ended 30 June 2020 (Year ended 31 NEA - BRzEMEER
December 2019: nil). ZEZE-AF+ZA=+—HL
ESERE
The methods and valuation techniques used AR EATFEZFERMGER
for the purpose of measuring fair value are i B2 DA £ 3R 5 HA R AR Lb 3 /B 2R
unchanged compared to previous reporting o

periods.
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

20. SUMMARY OF FINANCIAL ASSETS AND
LIABILITIES BY CATEGORY (continued)

(a) Financial instruments measured at fair
value (continued)

(i)

(i)

(iii)

Listed equity securities

The listed equity securities are
denominated in Australian Dollars and
HK$. Fair values have been determined
by reference to their quoted prices at the
reporting date and have been translated
using the spot foreign currency rates at
the end of the reporting period where
appropriate.

Unlisted equity securities

The fair value of unlisted equity securities
included in level 3 approximates zero.

Derivative financial instruments

The fair value of derivative financial
instruments that are not traded in an
active market (for example, over-the-
counter derivatives) is determined using
valuation techniques which maximise
the use of observable market data and
rely as little as possible on entity-specific
estimates. If all significant inputs required
to fair value an instrument are observable,
the instrument is included in level 2. The
derivative financial instruments in level
2 comprise forward currency contracts
classified as financial liabilities at fair value
through profit or loss.

Interim Report 2020
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BERBD M BEERAE
BE ()

(a)

BOAVEFEZHHTEGE

()

(i)

(iii)

E R E

ETREAES T ART R
BLEtE - 2FEDNZ2E
BERBEARZREM
BE WAmEHRZER
BEXRBE(ER)

LR A E

BEEHIE 2 ETHRA
B2 AFEEAE -

ITERBETA

YERERTHEE DT
BT AWGISINMTAE
TR)RFETERMGE
RIlTEE - A RAMERM
EREFERTEEMSH
B MBAREERKEE
BREEME - WABER
TEARFEMRBZIABE
EEH@A - MZIAD
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BB TABBEIRARRI
FEAFABRSEZHBAE
ZEMEEEH -
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

A B R AR R ()

20. SUMMARY OF FINANCIAL ASSETS AND 20.
LIABILITIES BY CATEGORY (continued)

BERB D M BEERAE
mg(nﬁ

(a) Financial instruments measured at fair (a) BRAFEFEZHBIAGE)
value (continued)

(iii) PTEMHETAE)

(iiij) Derivative financial instruments

(continued)

Specific valuation techniques used to
value derivative financial instruments
include:

- the use of quoted market prices
or dealer quotes for similar
instruments; and

- the fair value of foreign exchange
forward contracts is determined
using forward exchange market
rates at the end of the reporting
period.

As at 30 June 2020, the notional principal
amounts of the outstanding forward
currency contracts are to sell US$ or RMB
and purchase HK$ or US$ at fixed rates
at specific dates. The notional principal
amounts of the outstanding foreign
exchange forward contracts as at 30
June 2020 amounted to approximately
US$146,495,000 (equivalent to
approximately HK$1,135,339,000)
and RMB44,791,000 (equivalent to
approximately HK$49,270,000) (As
at 31 December 2019: approximately
US$104,624,000 (equivalent to
approximately HK$810,837,000)).

RIABPT R 15 T RETT
HEZEEGERMNE
&

- BMEUIAEATS
HERZZHHRE
K

- RBESHRERES
EXREEINEERS
Wz nFE-

m:z:zi A=+
B WizEE éﬁﬂ%é}
mZ%%ﬁ@%’Emeﬁi
AEZETERELET
FARERE AB TR E
JT °© 75/\—7’— fﬁ/\ﬂ_
+ B EMAREEINERT
EHZRELRASENE
146,495,000% 7t (M8 E R
#91,135,339,0007% 7T) & A
R#44,791,0007T (HE R
#949,270,0007% 7T) (R =
—hE+=-A=+—8":
#49104,624,000% 7T (FE
7 #9810,837,000/ 7)) °
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NOTES TO THE INTERIM FRHA B 7 B R B R (4E)

FINANCIAL INFORMATION (continued)

20. SUMMARY OF FINANCIAL ASSETS AND 20.
LIABILITIES BY CATEGORY (continued)

(b) Financial instruments not measured at fair
value

Financial instruments not measured at fair
value include trade and bills receivables, other
receivables, other financial asset, bank balances
and cash, amounts due to non-controlling
interests of subsidiaries, trade and bills payables,
other financial liability, other payables and
accruals and dividend payable.

The fair values of these financial instruments
measured at amortised cost approximate their
carrying amounts.

21. CAPITAL COMMITMENTS 21.
Commitments for the: T B & IE 2 A
- Acquisition of property, plant -BAYE BEX
and equipment B
— Exploration and design fees for ~ — AJE#EITZ HRIEIEE 2
a potential mining project HERZTER

BERBD M BEERAE
BE ()

(b)

TRAVEFEZUKETAR

TRAFHEFHEZM B TABE
A E S REBERERER - Hfh
YRR - KB EE - R1T
EHEkBRe  EBUWEAFE
ERERR  BNESREAR
ENEE  HtulBaf b
JE A SRR e FE AT B P A R AN A

8 o
JisN

RERBHERAFEZHBTA
ZAFERLEREE -

BARELE
30 June 31 December
2020 2019
—E-EF —T-NEF
NA=tH +=A=+—H
HK$°000 HK$'000
FET FET
(Unaudited) (Audited)
(REEER) (& #E%)
262,140 259,903
8,228 8,228

270,368 268,131
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

22,

RELATED PARTY TRANSACTIONS

Except as disclosed elsewhere in the Interim Financial
Information, the following transactions for the six
months ended 30 June 2020 and 2019 were carried
out with related parties:

(a)

(b)

During the period, the Group sold clean coking
coal amounted to HK$666,345,000 (Six months
ended 30 June 2019: HK$712,630,000) to
Shougang Group Co., Ltd., being Shougang
Holding (Hong Kong) Limited (“Shougang
Holding”)'s ultimate holding company, and its
group companies (collectively referred to as the
“Shougang Group”). Shougang Holding is a
substantial shareholder of Shoucheng Holdings
Limited (“Shoucheng Holdings”), formerly
known as Shougang Concord International
Enterprises Company Limited. Shoucheng
Holdings is a substantial shareholder of the
Company. As at 30 June 2020, amount due from
the Shougang Group was HK$553,217,000 (As
at 31 December 2019: HK$381,430,000).

During the period, the Group purchased raw
materials amounted to HK$1,564,000 (Six
months ended 30 June 2019: HK$3,533,000)
from Shougang Group. As at 30 June 2020,
amount due to the Shougang Group was
HK$3,269,000 (As at 31 December 2019:
HK$1,595,000).

During the period, the Group made rental
payments of HK$1,878,000 (Six months ended
30 June 2019: HK$1,878,000) to a wholly-
owned subsidiary of Shougang Holding. As at
30 June 2020, no amount was outstanding (As
at 31 December 2019: nil).
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22,

BEBALRRS

BRPHEBERNSEREN  BE=
T_EFRZTE-NFAA=ZTAHL
NEALEEBATETZIRSOT ¢

(a)

(b)

A AEERERERERA
Al EMER (BB ERAA
(TEMERD 2 HEERAR)
REEBAR (GBI EWER])
5 666,345,0008 T (HE-F
—NENA=Z+RHLEXNEA :
712,630,000 70) 2 FERHEMK - &
MERAERERERAR (Y
BEEkl AIEERERCES
RARDZEBRE @ BT
BARARZEERE - R=-F
—EFEXNAZTH BEREHR
£ E 718 A553,217,0005 7T (7
—ET-hEF+=ZA=+—H:
381,430,000/87T) °

A AEBEREREERE
BHH1,564,0008 T (BHE-Z
—NEANAZ+RHILANHEAR
3,533,000 7T) - RZTZTF
NA=1H - ENEREERE
53,269,000 L (R =ZF—NF
+=—A=+—H 1,595,000
L) °

A AEERyWER—
H2EMBRARAXHREER
181,878,000 T (HE-F—
hERA=Z+HBHIEEAEA :
1,878,0007L) - RZZE_FF
ANAZTA - WEARKEBER
HRMRZE-—hhFE+ZRA=+
—H K
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

22. RELATED PARTY TRANSACTIONS
(continued)

(d)  During the period, the Group paid management
and consultancy fees of HK$1,500,000 (Six
months ended 30 June 2019: HK$1,500,000)
to Shougang Holding. As at 30 June 2020, no
amount was outstanding (As at 31 December
2019: nil).

(e) Included in staff costs are key management
personnel compensation, which represents
the remuneration to executive directors of the
Company during the period was as follows:

A R AR R ()

22. BBALRG(E

(d) HBHAR ANEEARBERIERIAGE
12 N EER 1,500,000 T (B E
—E-AEXNAB=Z+ALANHE
A 11,500,000/ 7L) - R=_T =
TEXNA=Z+8  TETARE
MABEE R —_ZE—NLFE+=A
=+—H8: &) -

() B ABEIXRAWNEEBEEAE
(BNARRIBITES) RERZE
3 /UINE

Six months ended 30 June
BEANA=1+HLAKEA

2020 2019
—ECEF —E-NF
HK$'000 HK$'000
FET F#T

(Unaudited) (Unaudited)
(REEEZ) (R =)

Salaries, wages and allowances — ¥& ~ L& MERL 7,850 8,280
Retirement benefits scheme IRIRAE AT IR

contributions

202 287

8,052 8,567
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

23.

EVENTS OCCURRING AFTER THE REPORTING
PERIOD

On 20 July 2020, the Board announced that a
conditional cash offer (the “Offer”) will be made
by Octal Capital Limited on behalf of the Company,
subject to the fulfilment of certain conditions,
to buy-back for cancellation up to 250,000,000
shares (the “Maximum Number of Shares”) of the
Company (“Shares”) at the offer price of HK$2.00
per Share, involving applications of whitewash
waivers. The Maximum Number of Shares represented
approximately 4.72% of the total issued Shares as
at the date of this interim report. The Shares to be
bought-back by the Company will not exceed the
Maximum Number of Shares and there is no minimum
number of shares proposed to be bought-back under
the Offer. If the Offer is fully accepted, it will result in
the Company paying approximately HK$500,000,000
in aggregate in cash, which will be funded by internal
resources of the Group, and the number of issued
Shares will be reduced by 250,000,000 Shares.

At the date of this interim report, the Offer has
not became unconditional and has not completed.
The details of the Offer are referred to in the
announcements of the Company dated 20 July 2020,
22 July 2020, 10 August 2020, 14 August 2020 and
19 August 2020 respectively and the offer document
of the Company dated 19 August 2020.
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NOTES TO THE INTERIM
FINANCIAL INFORMATION (continued)

24. STATEMENT REQUIRED BY SECTION

Interim Report 2020
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24. FE(LQTMERA) (58622E)

436(3) OF THE HONG KONG COMPANIES
ORDINANCE (CAP. 622) IN RELATION TO
THE PUBLICATION OF THE NON-STATUTORY
ACCOUNTS FOR THE COMPARATIVE
FINANCIAL YEAR INCLUDED IN THIS
INTERIM FINANCIAL INFORMATION

The financial information relating to the year ended
31 December 2019 that is included in this Interim
Financial Information as comparative information
does not constitute the Company’s statutory annual
consolidated financial statements for that year but
is derived from those financial statements. Further
information relating to these statutory financial
statements required to be disclosed in accordance
with section 436 of the Companies Ordinance (Cap.
622) is as follows:

The Company has delivered the financial statements
for the year ended 31 December 2019 to the Registrar
of Companies as required by section 662(3) of, and
Part 3 of Schedule 6 to, the Companies Ordinance
(Cap. 622).

The Company’s auditor has reported on those financial
statements. The auditor’s report was unqualified; did
not include a reference to any matters to which the
auditor drew attention by way of emphasis without
qualifying its report; and did not contain a statement
under sections 406(2), 407(2) or 407(3) of the
Companies Ordinance (Cap. 622).

SEA36Q)RM AT M B ER
PSR BFEEFREEREN
R ENES

NP HS AR EEEE T —
NE+-—A=Z+—HLEENTKE
BHEALLEER  HZEERTTE
BRARREZFENATFEHEAN
BHRE MRARRREZERBEHRE -
HZEATHBERREBEMBRIE(AR]
1501) (£622F) F 43616 AT HE 2
—HERIT :

AARCRB(RABIED) ($£62258) 5F
662(3)16 K K638 2 25K - MAF]
AMEEREIHE_T-AF+=
A=+ —HRUEFEZHBHRE -

ARBZHHRMERZETHHREE
KE - ZREMBETEREE
B WEEEZGEMETRERS
ERBRIER T FAN A RREE
EOEAET  TEHBRIE(AA
&1 (55622%F) 5 406(2) ~ 407(2)k
A073)RFTYE L A9 BRI -
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INTERIM DIVIDEND

The Board has declared an interim dividend of HK7.5
cents per ordinary share for the six months ended 30
June 2020 (2019: interim dividend of HK8.5 cents per
ordinary share) payable to shareholders whose names
appear on the register of members of the Company
at the close of business on 30 September 2020
(Wednesday).

In order to qualify for the interim dividend, all transfer
forms accompanied by the relevant share certificates
must be lodged with the share registrar of the Company,
Tricor Tengis Limited at Level 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong, not later than 4:30 p.m.
on 30 September 2020 (Wednesday) for registration. The
interim dividend is expected to be paid on 22 October
2020 (Thursday).

hHKRE
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MANAGEMENT DISCUSSION AND EIEEm A ED
ANALYSIS
Business Review ¥EERE

The key operational data of our three premium operating ~ AEEM R ILFENKEZE ZBEENEZ
coking coal mines in Liulin County, Shanxi Province HEERB(EEERE SXEEBNEER

(Xingwu Coal Mine, Jinjiazhuang Coal Mine and Zhaiyadi %% - S =R )EE—Z

“EFERA=

Coal Mine, collectively referred to as the “Three Mines”) +HBIEANEA((EEH)EREHE-Z
for the six months ended 30 June 2020 (the “period —NFRENEZSLBEBERHEZ AT ¢

under review") together with that of the same period of
2019 is summarised as follows:

Six months ended 30 June Change
BZEXA=1+THLEXER i=dd
Quantity/
Amount

Unit 2020 2019 8,  Percentage

B —ECBF _—_ZTNF &% Bt
Production volume:
EE
Raw coking coal Mt 2.25 2.24 +0.01 +0.4%
[REH ER=1l4
Clean coking coal Mt 1.50 1.38 +0.12 +9%
HBEK L1
Sales volume:
He -
Raw coking coal Mt 0.00 0.03 -0.03 -100%
[REEHE ER=10
Clean coking coal Mt 1.47 1.34 +0.13 +10%
FEEER BEW
Average realised selling

price (inclusive of VAT):

FHEREBE(ZEER) -
Raw coking coal RMB/tonne 725 955 -230 -24%
[REEHE AR, W
Clean coking coal RMB/tonne 1,267 1,424 -157 -11%

FRER B AR¥E g
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Business Review (continued)

For the six months ended 30 June 2020, the Group
produced approximately 2.25 million tonnes (“Mt") (Six
months ended 30 June 2019: approximately 2.24 Mt)
of raw coking coal, representing a year-on-year (“YoY")
increase of 0.4% and also produced approximately 1.50
Mt (Six months ended 30 June 2019: approximately 1.38
Mt) of clean coking coal, representing a YoY increase of
9% resulting from the enhancement of recovery rate in
the washing process of clean coking coal. As mentioned
in the Annual Report 2019, due to the outbreak of
COVID-19, all domestic mines must pass the inspection
upon resumption of production after the Lunar New Year
holidays in February 2020 resulting in the suspension
of production temporarily. Although the three coking
coal mines of the Group have taken the lead in passing
the inspection and resumed production in the mid of
February 2020, it affected our production volume in the
first quarter of 2020. On the other hand, the lower coal
seam of Jinjiazhuang Coal Mine had resumed production
since August 2019 and the management rescheduled
the production plan of all mines at once. Eventually, our
raw coal production volume was slightly increased by
0.4% YoY.

During the period under review, in line with the increase
in production volume of clean coking coal, its sales
volume increased by 10% YoY. This is in line with the
Group’s long-term strategy to concentrate on clean
coking coal sales. Sales of clean and raw coking coal
accounted for approximately 100% and 0% of the
Group's turnover respectively for the six months ended
30 June 2020. They accounted for approximately 98%
and 2% respectively for the six months ended 30 June
2019.
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ERENRBEAARENEETE &
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Business Review (continued)

Following the impact of the economic growth slowdown
in the Mainland China and COVID-19, the average
market prices of clean coking coal were dropped by 10%
to 17% YoV in the first half of 2020. For the six months
ended 30 June 2020, the Group's average realised
selling price (inclusive of value added tax “VAT") of
clean coking coal also dropped by 11% YoY to Renminbi
("RMB") 1,267/tonne (Six months ended 30 June 2019:
RMB1,424/tonne), which was in line with the downside
market prices trend. In terms of its sales volume, sales of
No.1 and No.2 clean coking coal accounted for 34% and
66% (Six months ended 30 June 2019: 31% and 69%)
of the total clean coking coal sales volume respectively
for the six months ended 30 June 2020.

Financial Review

For the six months ended 30 June 2020, the Group
recorded a turnover of approximately Hong Kong Dollars
("HK$") 1,820 million, representing a decrease of
approximately HK$140 million or 7% YoY as compared
with that of approximately HK$1,960 million for the
same period of 2019. The decrease in turnover was
mainly driven by the decrease in average realised selling
prices of clean coking coal by 11% YoY and the drop in
RMB to HK$ average exchange rate by approximately 5%
YoY for the period under review, which outweighed the
positive impact on the turnover driven by the increase in
sales volume of clean coking coal by 10%.

For the six months ended 30 June 2020, the total
turnover to the top five customers accounted for 82%
(Six months ended 30 June 2019: 76%) of the Group's
turnover. Of which, the total turnover to the largest
customer accounted for 37% (Six months ended 30 June
2020: 36%) of the Group's turnover.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)

For the six months ended 30 June 2020, gross profit
margin was 52% while 54% for the same period in
2019. Gross profit was decreased by approximately
HK$117 million or 11% YoY. The drop in gross profit
was due to the decrease in turnover by approximately
7% for the six months ended 30 June 2020 as explained
above and suffered from the depreciation of RMB to
HK$ average exchange rate by approximately 5% YoY,
the profit derived from the Group’s coal business,
which RMB s its functional currency, was reduced, even
though our production costs could be controlled as the
similar level as the last period as mentioned below.

For the six months ended 30 June 2020, the Group
recorded a net profit of approximately HK$585 million
and profit attributable to the owners of the Company
(the “Owners"”) of approximately HK$549 million. The
reduction in the Group's profit is in line with the drop
in gross profit by approximately HK$117 million YoY.
In addition, (i) decrease in net foreign exchange gain
by approximately HK$15 million YoY as a result of the
realised exchange gain of approximately HK$19 million
arose mainly from the exchange of RMB into other
currencies at good time during the same period of the
last year; (ii) the decrease in income from sales of coal
by-products by approximately HK$6 million YoY as
a result of the decrease in market prices of coal; and
(iii) the reduction in interest income by approximately
HK$11 million YoY as a result of the drop in market
interest rates. Nevertheless, the Group had no such
a one-off non-cash write off of property, plant and
equipment mainly in relation to the carrying amount of
underground mining structures of the upper coal seam
of Jinjiazhuang Coal Mine upon its closure amounted to
approximately HK$103 million as the last period. As a
result of the reasons above, the Group's net profit was
reduced by 11% YoY for the period under review.

BBl o AT ()

5t 75 =1 8 (%)

BE_Z-_ZFA=+HIEANEAR  E
FEE52%  —F—NFRHPAA54% °
EFEL TERHINTEETHII% - BE
BT AEER AN TN ATt B3 =
FEIKFE - TRRAORE FXAratEzE =
E_FFENAZTHEARNEALEERLL
THOTRARZERARE LB TLEY
EXRFE LI EAS%NTE  REFBT S
AR BIHEE & ik EIEETS R
A ETER ©

BE-_Z-_ZTFA=+HIEAEA K
& 85715 % T B 49585188 T R AR T
BEATEBEADEREFL5.49@ET -
AEBFBETREERBETHRL T
1 ATRBITATE © Lok - ()INEE 3%
W R A 491,5008 870 0 TEmRH
EZFERBRICEREEZIEZEAARBHNE
CHBAHMEMESHEIRE R E
#91,90088 70 : (NARBEXRTHERT
3 BEEREERRAR LR 4600
BB RiilERTHBRETHA - FlEIK
ABLR A 41,10088 T - fiEARER
RESBSEUEFRHH —IXMIER S M
HYE BEAXBEETEAERSRE
B FARORBEAF TESELEYAERR
HESE) ABO1.03EBET  BERMN
FREA REBESHRARNERFEFBERL
TE11% ©



52 SHOUGANG FUSHAN RESOURCES GROUP LIMITED

MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)

During the period under review, although the drop
in market prices of coal had negative impact on the
Group's profit, as a result of the effort from the team
of the Group, the production volume of raw coking
coal of the Group increased 0.4% YoY, optimisation of
washing process technique enhanced production volume
of clean coking coal by 9% YoY and the production
costs have be controlled to maintain the same level as
the last period. Eventually, the Group recorded net profit
of approximately HK$585 million in the period under
review.

During the period under review, basic earnings per Share
was HK10.35 cents (Six months ended 30 June 2019:
HK12.08 cents).

The Group recorded adjusted EBITDA of approximately
HK$1,034 million (Six months ended 30 June 2019:
approximately HK$1,185 million) and generated a
positive cash flow of approximately HK$517 million (Six
months ended 30 June 2019: approximately HK$786
million) from our operating activities during the period
under review.

As at 30 June 2020, the Group continues to maintain
a healthy financial position and has free cash balance
of approximately HK$5,087 million (As at 31 December
2019: approximately HK$4,762 million). The Group
earned the return on cash resources amounting to
approximately HK$59 million (Six months period ended
30 June 2019: approximately HK$71 million) during the
period under review.

The Group has reviewed its exposure and risks related to
COVID-19 but it would not material impact the financial
performance for the period under review or financial
position of the Group as at 30 June 2020. The Group
believed that current healthy financial position and
strong cash position had sufficient headroom to service
its operating activities and investments in the foreseeable
future.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)

Cost of Sales

During the period under review, cost of sales was
approximately HK$871 million, representing a decrease
of approximately HK$24 million or 3% YoY, as
compared with that of approximately HK$895 million for

the same period of 2019.

The unit production costs are summarised as follows:

Six months ended

30 June
BEAA=TAHL
~EA
2020 2019
—g=gf —TAF
Production cost of raw coking coal 321 321
REREERA
Less: Depreciation and (78) (67)
amortisation
e REH
Cash production cost of raw 243 254
coking coal
ReREREEKR
Less: Uncontrollable costs — resources (55) (59)
tax and levies

B RAERIA - ERBAGE
Total 188 195
At
Processing cost for clean coking coal 40 47
BERENTE
of which, depreciation 8) (11)

Hep i E
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Unit: RMB/tonne
By ARE 1

Ctlfnge Full Year Change
21 2019 Percentage
Amount  Percentage —Z—NLF £t
| AAtt £ Aot
_ = 352 -9%
+11 +16% (74) +3%
o -4% 278 -13%
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)
Cost of Sales (continued)

Included in cost of sales, amortisation of mining rights
was approximately HK$99 million for the six months
ended 30 June 2020, representing an increase of
approximately HK$15 million or 18% YoY, as compared
with that of approximately HK$84 million for the
same period of 2019. The increase in amortisation of
mining rights was mainly due to the increase in the
proportion of production volume of raw coking coal
from Jinjiazhuang Coal Mine, which incurred higher unit
amortisation cost than the other two mines during the
period under review.

Nevertheless, the Group faced the rising concern
in cost pressure, among other things, because of
the implementation and the strengthen of various
environmental protection policies and safety standards,
as a result of (i) the continuing improvement in cost
efficiencies; (ii) the decrease in labour cost by continuing
optimisation of human resources and benefiting from
the reduction of social insurances under the central
government relief policies as a result of the outbreak of
COVID-19; and (iii) the decrease in resources tax, which
is calculated on prices, due to the drop in coal market
prices, the unit production cost of raw coking coal
remained at the same level when compared with that for
the same period of 2019 and also reduced by 9% when
compared with that of the full year of 2019.

In addition, the unit processing cost of clean coking coal
also decreased by 15% YoY as a result of the increase in
clean coking coal production volume by 10% YoY.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)
Gross Profit and Gross Profit Margin

As a result of the reasons above, gross profit was
approximately HK$948 million for the six months ended
30 June 2020, representing a decrease of approximately
HK$117 million or 11% YoY as compared with that of
approximately HK$1,065 million for the same period of
2019. Gross profit margin was 52% for the period under
review and 54% for the same period of 2019.

Interest Income

During the period under review, interest income was
approximately HK$59 million, representing a decrease of
approximately HK$12 million or 17% YoY as compared
with approximately HK$71 million of the same period
in 2019. The decrease in interest income was the result
of the decrease in market interest rates for the period
under review.

Other Income and Gains, Net

During the period under review, other income and gains,
net was approximately HK$27 million, representing a
decrease of approximately HK$23 million or 46% YoY
as compared with approximately HK$50 million of the
same period in 2019. The other income and gains, net
decrease is mainly attributable to (i) the drop of net
foreign exchange gain by approximately HK$15 million
as a result of the additional exchange gain mainly
derived from the exchange of RMB in other currencies at
the good time in the same period of the last year; and
(i) the drop in income from sales of coal by-products by
approximately HK$6 million or 23% YoY as a result of
the drop in market prices of coal during the period under
review.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)
Selling and Distribution Expenses

During the period under review, selling and distribution
expenses were approximately HK$137 million,
representing an increase of approximately HK$13 million
or 10% YoY as compared with that of approximately
HK$124 million for the same period of 2019. Selling and
distribution expenses mainly included the trucking fee
for short distance to train and transportation costs by
trucks for sales of clean coking coal, of which are usually
re-charged to customers. The increase was mainly due to
the net increase in sales volume of clean coking coal by
train and trucks by approximately 90,000 tonnes during
the period under review.

General and Administrative Expenses

During the period under review, general and
administrative expenses (included additional expenses
for the purchase of anti-epidemic materials) were
approximately HK$81 million, which remained similar
level to that of the last period.

Other Operating Expenses

During the period under review, other operating
expenses were approximately HK$6 million, representing
a significant decrease of approximately HK$104 million
or 95% YoY as compared with approximately HK$110
million for the same period of 2019. The significant
decrease in other operating expenses is mainly due to no
such one-off non-cash write off of net carrying amount
of the related underground mining structures of the
upper coal seam of Jinjiazhuang Coal Mine amounting
to approximately HK$103 million as the last period. For
undergoing the trial production of the lower coal seam
of Jinjiazhuang Coal Mine, the wellhead of the upper
coal seam was closed down at the same time. Thus, net
carrying amount of the related underground mining
structures of the upper coal seam was written off in the
same period of 2019.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)
Finance Costs

During the period under review, finance costs were
approximately HK$1 million (Six months ended 30 June
2019: approximately HK$5 million). During the period
under review, finance costs amounted to approximately
HK$1 million (Six months ended 30 June 2019:
approximately HK$1 million) was the interest expense
on lease liabilities recognised under the adoption of
HKFRS 16. The remaining balance for the six months
ended 30 June 2019 was interest derived from the early
redemption of bills receivables of the Group for the
short-term financing. During the period under review, no
borrowing costs (Six months ended 30 June 2019: nil)
were capitalised in the construction in progress.

Income Tax Expense

During the period under review, income tax expense
amounted to approximately HK$218 million (Six months
ended 30 June 2019: approximately HK$206 million).
Income tax expense mainly includes the enterprise
income tax calculated at a tax rate of 25% for the
Group’s major PRC subsidiaries incorporated in the
People’s Republic of China (the “PRC") (“major PRC
Subsidiaries”) and the provision of withholding tax of
5% on the dividend to be declared from the major
PRC Subsidiaries in accordance with the relevant tax
regulations in the PRC. There was written back over-
provision of withholding tax amounting to approximately
HK$17 million made in the prior years during the six
months ended 30 June 2019.

Owner’s Attributable Profit

By reasons of the foregoing, the profit attributable
to the Owners during the period under review was
approximately HK$549 million, a decrease of HK$91
million or 14% YoY, while approximately HK$640
million for the six months ended 30 June 2019.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)
Material Investments and Acquisitions

During the six months ended 30 June 2020, the Group
had no material investments and acquisitions.

Material Disposals

During the six months ended 30 June 2020, the Group
had no material disposals.

Safety Production and Environmental Protection

The Group has always been paying great attention to
production safety and environmental protection while
achieving stable coal production. Thus, the Group
makes great efforts in promoting safety management
and strengthening measures for environmental
protection, aiming to build itself into a safety-
oriented and environmentally-friendly enterprise. The
Group has complied with the relevant environmental
protection rules and regulations. The Group fulfilled
our responsibility of energy saving, emission reduction
and environmental protection by strictly managing
production procedures, eliminating discharge of waste
water and waste gas and controlling vegetation damage,
etc. in material aspects. All coal mines of the Group have
obtained necessary permission and approval from the
relevant Chinese regulators.

During the period under review, because of the
outbreak of COVID-19, all domestic mines must pass
the inspection upon resumption of production after the
2020 Lunar New Year holidays. The three coking coal
mines of the Group have taken the lead in passing the
inspection and have resumed to production in the mid of
February 2020. Except for the suspension of production
temporarily, all coal mines of the Group operated
smoothly.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)
Charges on Assets

As at 30 June 2020, save for disclosed below, none
of the Group's assets was charged or subject to any
encumbrance.

As at 30 June 2020, bank deposits of approximately
HK$310 million and bills receivables of approximately
HK$127 million were used for securing bills facilities of
approximately HK$386 million.

Contingent Liabilities

As at 30 June 2020, there were no guarantees given by
the Group.

Gearing Ratio

As at 30 June 2020, the Group had no borrowings.
Thus, the gearing ratio of the Group was 0% (As at 31
December 2019: 0%).

Exposure to Fluctuations in Exchange Rates

As at 30 June 2020, other than assets and liabilities
denominated in Australian Dollars (“AUD") and RMB,
the Group had no material exposure to foreign exchange
fluctuations. As at 30 June 2020, the exchange rate of
AUD to HK$ was depreciated by approximately 2% and
RMB to HK$ remained the same, when compared to
that as at 31 December 2019. The aggregate carrying
amount of assets denominated in AUD represented
approximately 3% of the Group’s net assets as at 30
June 2020. Thus, such fluctuation in AUD exchange
rate is not expected to have any material impact on the
financial position and results of the Group.

ZEPHRE BRBLUEFREEARLIA 59

BBl o AT ()

$ot 7 120 A ()
BERH

RZZE-_ZTFRNA=TH B TXHEKE
- AEEBEEMEESERLM S
ERERERE -

RZZE-_FTF,A=+H " #3.10EFT
RRITIER A1 27 BB T ERERE TS
1EB%)3.86BE T2 FEN B FLE Y K7

2 o
KAREE

RZZE-ZZTFA=1+H
HHAE IR -

C AREE AR

BFXRELE

RZB_ZFXA=Z+H AEETEF
AEE AL AEEEREELEREI%
R=ZZB—hhE+-A=1+—8:0%)°

B ¥ B 7l B

RZE-_TEA=1TH " BUBRTEA
REFENEEMEEN  AEBWEH
HEXREXFEFRR R_T_ZFTFA
=+H BIRARBEBTEZRR =

E-NFTZA=+—BEEN2% KL
oo 75/\_’?—75'5/\)5] +E Ll/ﬁﬁﬁ’
ENEERBAEELASREEEFED
%'Iﬁﬁﬁﬁym“@ﬂ$§@m%
IR MEBIW R ERTE



60 SHOUGANG FUSHAN RESOURCES GROUP LIMITED

MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial Review (continued)
Liquidity and Financial Resources

As at 30 June 2020, the Group’s current ratio (total
current assets divided by total current liabilities) was
approximately 2.63 times and the Group’s cash and bank
deposits amounted to approximately HK$5,451 million,
of which approximately HK$310 million was deposited
to secure bills facilities of approximately HK$263 million.
The Group continued to maintain a healthy net cash
balance.

The Group has total bills receivables amounting to
approximately HK$ 1,140 million (of which approximately
HK$42 million represented endorsed bills receivables and
approximately HK$127 million was used for securing bills
facilities of approximately HK$123 million) as at 30 June
2020. The free bills receivables were readily convertible
into cash, but would be subject to finance cost upon
conversion before the maturity. Taking into account
for the free bills receivables of approximately HK$971
million, the Group's free cash resources would have
approximately HK$6,112 million as at 30 June 2020.

Capital Structure

Total equity and borrowings are classified as capital of
the Group. As at 30 June 2020, the share capital of
the Company was approximately HK$15,157 million,
represented approximately 5,302 million Shares in
number. During the period under review, there is no
change in number and amount of issued Shares. The
Group had no borrowings as at 30 June 2020.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Employees

As at 30 June 2020, the Group had 4,764 PRC and
Hong Kong employees. The remuneration packages of
the employees are subject to annual review. The Group
provides mandatory and voluntary provident fund
schemes for its employees in Hong Kong and the state-
sponsored retirement plan for its employees in the PRC.
The Group also provides training to PRC employees. The
Group has a share option scheme. During the period
under review, no share option was granted or exercised.
As at 30 June 2020, no share options are outstanding.

Future Prospects

China has achieved a 3.2% gross domestic product
(“GDP") growth in the second quarter, a great reversal
from the 6.8% contraction in the first quarter. As
a result, GDP declined 1.6% YoY in the first half of
2020, beats market expectation. Since the outbreak of
COVID-19, the whole country coordinated efforts to
control the epidemic from spreading and promoting
economic growth and social development at the same
time. The situation continued to improve and the
resumption of work, production, business and market
have accelerated. In the first half of the year, China’s
economy declined first and then rose. Economic growth
has turnaround from negative to positive in the second
quarter. A number of major investment indicators fell
sharply YoY at the beginning of the year, but the month-
on-month data has been improving. China’s economy is
recovering steadily, and market expectation is generally
going up.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Future Prospects (continued)

Under the Chinese government’s fiscal stimulus, China
economy is gradually recovering from the epidemic.
The steel market has also been improved as demand
increased gradually. In the first half of 2020, China’s
pig iron, crude steel and steel output were 430 Mt,
500 Mt and 610 Mt respectively, with a YoY increase
of 2.2%, 1.4% and 2.7%. Besides, the rate of increase
accelerated month by month. Benefited from the
Chinese government'’s fiscal stimulus which included
vigorous promoting infrastructure construction and
tightening control of coking coal import, the overall
supply and demand of coking coal has reached a
balance.

Looking forward to the second half of 2020, as China is
promoting “Domestic Economic Circulation”, the central
government’s “six priorities” and stability in six areas
for steady economic momentum, prudent monetary
policy, proactive fiscal policy and others measures are
implemented, it is expected that economic activities
will further increase. Initiation of the new and old
infrastructure projects will drive fixed asset investment
and manufacturing investment to continue to rebound.
The market generally believes that China’s economy
follows the “first-in, first-out” principle and will achieve
a positive growth in 2020. We believe that the recovery
of the steel industry will be continued to pick up and
then steel demand will also continue to increase. As
the upstream of the steel industry, coking coal sector
will also benefit, among others, from the increasing
in steel demand as well as tightening the coal import
control. The Group expects that the prices of coking coal
products remain relatively stable.

Inevitably, with the on-going spreading of epidemics
globally, the second wave of epidemics in many
countries, and the rapid deterioration of Sino-US
relations etc., there are still many uncertainties and
pressures on global economic development and
investment incentive.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Future Prospects (continued)

All three coal mines of the Group have resumed normal
production currently after government inspection in mid
of February. With the resumption of production of lower
coal seam of Jinjiazhuang Mine since August 2019,
the Group expects that the annual raw coal production
volume this year will be greater than 2019.

The Group has maintained a good record in
occupational safety for many years. We will continue
to strengthen production safety, insist on technological
and management innovation and gradually improve
the level of intelligent mining, enhance environmental
protection measures to ensure smooth production, cost
control and enhance productivity. At this very time, the
Group's stable financial position and stable cash flow
become an exceptional advantage, while the Board
announced a conditional cash offer to buy-back up to
250 million Shares at HK$2 per Share (the “Offer”) on
20 July 2020. The Board believes that it is appropriate
to utilise certain of the funds of the Company to buy-
back the Shares in order to provide an opportunity for
the qualifying shareholders of the Company either to
sell their Shares at a premium to the prevailing market
prices of the Shares and receive cash or to increase their
proportionate interests in the Company by retaining
their holdings of the Shares and participating in the
future prospects of the Company, and have the effect
of increasing the consolidated net asset per Share and
earnings per Share upon the completion of the Offer,
thus benefiting all shareholders of the Company. The
details of the Offer are referred to in the announcements
of the Company dated 20 July 2020, 22 July 2020, 10
August 2020, 14 August 2020 and 19 August 2020 and
the offer document of the Company dated 19 August
2020.

Due to epidemic development at home and abroad,
the domestic and international economies are still in
a challenging period with uncertainties. The Group
will timely adjust our operating strategy and identify
potential investment opportunities. Looking forward
to 2020, the Group will continue to promote stringent
corporate governance and leverage our competitive
advantages to create greater value for our shareholders,
employees and society.
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DISCLOSURE OF INTERESTS

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures

The Directors who held office at 30 June 2020 had
the following interests in the Shares as at 30 June
2020 as recorded in the register required to be kept
under Section 352 of SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the
Model Code:

ESRESTRAERRS - HEROK
BREEZERRKR

RZZEZZEFA=Z+HEEESZRZAE
/N 7Hx1’7ﬂ?ﬁﬁ ,\uEJ\@E B N EE R
5']%352 BAETREF2ELM  SREGE
AE<FRI)ZE A %DZJS AR R AT R
™

Long positions in the Shares RAGRGZIFE

Interests as to

% of the total

number of

Capacity in which Number of issued Shares

Name of Director interests were held Shares as at 30 June 2020

Erﬁ{&i

R-ZB-ZTF

~B=+H

ERITARRG

BEEpE BERERZ2SH ARRGBEE wYgzEIK

Chen Zhaogiang Beneficial owner 2,680,000 0.051%
Bk JK o EnEEA

Kee Wah Sze Beneficial owner 700,000 0.013%
WEL EnEBA

Ding Rucai Beneficial owner 120,000 0.002%
T&A EmEBA

Choi Wai Yin Beneficial owner 120,000 0.002%
2EE EnAA
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DISCLOSURE OF INTERESTS (continued)

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures (continued)

Long positions in the Shares (continued)

Save as disclosed above, none of the Directors, chief
executives or their respective associates had any interests
or short positions in the shares, underlying shares or
debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO)
as at 30 June 2020 as recorded in the register required
to be kept under Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange
pursuant to the Model Code.

No right to subscribe for equity or debt securities of the
Company has been granted by the Company to, nor
have any such rights been exercised by, any Directors
or chief executives (including their spouses or children
under 18 years of age) during the six months ended 30
June 2020.
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DISCLOSURE OF INTERESTS (continued)

Interests and Short Positions of Shareholders
Discloseable under the SFO

As at 30 June 2020, according to the register kept by the
Company under Section 336 of the SFO, the following
companies and persons had interests in the Shares and/
or underlying Shares which fell to be disclosed to the
Company under Divisions 2 and 3 of Part XV of the SFO:

Long positions in the Shares/underlying Shares

B E R

REFHZRPEROAATHE2RRER
KRB

R-_ZE-TERA=1TH  REAQAR
EH REEGPIE3I36IKRTF 2 ERMA
#H - THRARATRRARARG &34
BARRD AR - MAREES R
EIEPISEXVERE 2R FE35 B M AR X R4 55
MZzEB AP HRE B2 EESE L
it

RAGRE 1B R ARG ZIE

Interests as to
Capacity in which Number of shares/ % of the total
Name of shareholder interests were held underlying shares Issued Shares Notes
B
BB/ ERITARRG
RREB,/ A FEEZEZEH HERHHE BYCADL Bzt
Shougang Group Interests of 1,582,864,490 29.85% 1
EEESE] controlled
corporations
RIELE s
Funde Sino Life Beneficial owner 1,539,844,306 29.04% 2
EEEDAS ERBEAA
Jiang Jinzhi (“Mr. Jiang") Interests of 332,914,000 6.28% 3
BREAE(EEED controlled
corporations

REEE 2 s
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DISCLOSURE OF INTERESTS (continued) i E(E)

REFZRPEROAATHE2RRER
R%kR (&)

Interests and Short Positions of Shareholders
Discloseable under the SFO (continued)

RABRE KR ARG 1B ()

Long positions in the Shares/underlying Shares
(continued)

Notes: et -

The data shown in the table is based on the disclosure
form dated 21 February 2020 (being the latest
disclosure form filed up to 30 June 2020) and the
information published on the website of the Stock
Exchange. Shougang Group was interested in the
Shares held by its associated companies, namely,
Shougang Holding (a company wholly-owned by
Shougang Group, holding 15,492,000 Shares), King
Rich Group Limited (a company wholly-owned by
Shougang Holding, holding 83,000,000 Shares),
Prime Success Investments Limited (a company wholly-
owned by Shougang Holding, holding 20,410,000
Shares), Shoucheng Holdings (a company held as
to 36.75% interests by Shougang Group indirectly,
holding 954,000 Shares), Fair Gain Investments Limited
(a company wholly-owned by Shoucheng Holdings,
holding 149,089,993 Shares), Fine Power Group
Limited (a company wholly-owned by Shoucheng
Holdings, holding 663,918,497 Shares), and Ultimate
Capital Limited (a company wholly-owned by Excel
Bond Investments Limited, which in turn was wholly-
owned by Shoucheng Holdings, holding 650,000,000
Shares).

The data shown in the table is based on the disclosure
form dated 22 May 2014 (being the latest disclosure
form filed up to 30 June 2020). As informed by Funde
Sino Life, it was holding 1,590,100,000 Shares,
representing approximately 29.99% of the total issued
Shares, as at 30 June 2020.
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DISCLOSURE OF INTERESTS (continued)

Interests and Short Positions of Shareholders
Discloseable under the SFO (continued)

Long positions in the Shares/underlying Shares
(continued)

Notes: (continued)

3. The data shown in the table is based on the disclosure
form dated 29 January 2018 (being the latest
disclosure form filed up to 30 June 2020). Mr. Jiang
was interested in the Shares held by the companies
directly and indirectly owned by him, namely, Golden
China Master Fund (a company wholly-owned by
Mr. Jiang, holding 125,200,000 Shares), Shanghai
Greenwoods Asset Management Limited (a company
held as to 75% interests by Mr. Jiang, holding
74,248,000 Shares), Greenwoods Asset Management
Limited (a wholly-owned subsidiary of Greenwoods
Asset Management Holdings Limited which was
held as to 81% interests by Unique Element Corp.
which in turn was wholly-owned by Mr. Jiang,
holding 28,166,000 Shares), and Greenwoods China
Alpha Master Fund (a wholly-owned subsidiary of
Greenwoods Asset Management Limited, holding
105,300,000 Shares).

Save as disclosed above, as at 30 June 2020, the
Company has not been notified of any other person
(other than the Directors and chief executives of the
Company) who had an interest or short position in
the Shares and/or underlying Shares which fell to be
disclosed to the Company under Divisions 2 and 3 of
Part XV of the SFO.
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CORPORATE GOVERNANCE AND OTHER
INFORMATION

Compliance with Corporate Governance Code

The Company has complied with the code provisions of
the Corporate Governance Code as set out in Appendix
14 of the Listing Rules during the six months ended 30
June 2020, save for the deviations from code provision
A.4.1 as follows:

Under code provision A.4.1, non-executive directors
should be appointed for a specific term and subject to
re-election.

None of the existing Non-executive Directors and
Independent Non-executive Directors is appointed for
a specific term, but according to the Articles, every
Director is subject to retirement by rotation at least once
every 3 years.

Since all Directors, including the Non-executive Directors
and Independent Non-executive Directors, are also
subject to retirement by rotation and re-election by
shareholders at annual general meeting pursuant to the
Articles, the Board therefore considers this requirement
is sufficient to meet the underlying objective of the said
code provision.

Compliance With Model Code

The Company has adopted the Model Code as its
own code of conduct regarding directors’ securities
transactions. Having made specific enquiry of all
directors of the Company, all directors of the Company
have complied with the required standard set out in
the Model Code and the Company’s code of conduct
regarding Directors’ securities transactions throughout
the six months ended 30 June 2020.
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CORPORATE GOVERNANCE AND OTHER
INFORMATION (continued)

Directors Re-elected in the 2020 AGM

Mr. So Kwok Hoo, Mr. Chen Zhaogiang, Mr. Liu
Qingshan and Mr. Chan Pat Lam had retired at 2020
AGM by rotation pursuant to article 102(A) of the
Articles, whereas Mr. Fan Wenli and Mr. Shi Yubao had
held office until 2020 AGM pursuant to article 93 of the
Articles.

Among them, both Mr. So Kwok Hoo and Mr. Chan
Pat Lam, who indicated their intention to devote
more time to pursue their other personal business and
arrangements, did not offer themselves for re-election
and retired at the conclusion of 2020 AGM, while all the
other retiring Directors were re-elected at that AGM.

Disclosure of Directors’ Information under Rule
13.51B(1) of the Listing Rules

The following are the changes in the information of
Directors since the date of the 2019 Annual Report
of the Company, which are required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules:

Director

B=

Date of Changes
SEBAY

Interim Report 2020
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Details of Changes
SBHFEE

Mr. So Kwok Hoo

From 21 May 2020
H-Z-ZFRA-+—H

— Retirement: retired as an Executive Director

and a member of the Executive Committee
after the conclusion of the 2020 AGM

- R #:%:;ﬁiﬁﬁﬁﬂiﬁé%%&

Mr. Chan Pat Lam
BRAAMR S A

From 21 May 2020
H-Z-ZFRA-+—H

—RIE: fjfyihﬁﬁﬁﬁ@% Bk

BRERTEZTRATZEEXKERG

— Retirement: retired as an Independent Non-

executive Director and a member of the
Audit Committee, the Nomination
Committee and the Remuneration
Committee after the conclusion of the
2020 AGM
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CORPORATE GOVERNANCE AND OTHER TEERRAMESN(E)
INFORMATION (continued)
Disclosure of Directors’ Information under Rule BEEHHRBFEI1351BNEELEZESE
13.51B(1) of the Listing Rules (continued) P 5 ()
Director Date of Changes Details of Changes
-3 B8 A BEFE
Mr. Japhet Sebastian ~ From 23 June 2020 — Retirement: retired as an independent

Law B-ZE-_TFA=-+=AH non-executive director of Beijing Capital
XSRS International Airport Company Limited

(SEHK: 694) ("Beijing Capital”) after the
conclusion of its annual general meeting

— R LR EHBEREISR N ER AR
(SEHK: 694) ([t EMDRFIBAF RS
TAER  RERIBN IERITEERI

= Appointment: Be appointed as an
independent supervisor of Beijing Capital
after the conclusion of its annual general
meeting

- RE: RIEREBRRBFRGTEEL
BERZERHEBUESE

Mr. Wang Dongming  From 30 June 2020 = Appointment: Be appointed as an Executive
FRREE BT -_TFA=1H Director and a member of the Executive
Committee

- BZRERRITEZELWMITZEENKE

Mr. Chen Jianxiong From 30 June 2020 = Appointment: Be appointed as an
PR M S A H-Z-TFA=1TH Independent Non-executive Director and a
member of the Nomination Committee and
the Remuneration Committee
— R BEERBEIUIENTES 28
ZEeRFHEEGKE

Mr. Kee Wah Sze From 10 August 2020 — Appointment: Be appointed as an
WELEAE H-_TE-TFNA+H independent non-executive director of Asia

Commercial Holdings Limited (SEHK: 104)
-EF BEAAEIHESEBRAR
(SEHK: 104) 2 B IFHITES
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CORPORATE GOVERNANCE AND OTHER
INFORMATION (continued)

Purchase, Sale or Redemption of the Company’s
Listed Securities

Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s
listed securities (whether on the Stock Exchange or
otherwise) during the six months ended 30 June 2020.

As described under the section headed “Future
Prospects” above and note 23 to the interim financial
information, on 20 July 2020, the Board announced
that a conditional cash offer will be made by Octal
Capital Limited on behalf of the Company, subject to
the fulfilment of certain conditions, to buy-back for
cancellation up to a maximum of 250,000,000 Shares
(representing approximately 4.72% of the total issued
Shares as at the date of this interim report) at an offer
price of HK$2.00 per Share.

Share Options

On 25 May 2012, the Company adopted a new share
option scheme (the “Share Options Scheme”), which is
valid for a period of 10 years and became effective on
29 May 2012 upon the Listing Committee of the Stock
Exchange granting its approval to the listing of, and
permission to deal in, the Shares which may fall to be
issued upon exercise of the options to be granted under
the Share Options Scheme.

No share option has been granted under the Share
Options Scheme since its adoption. Accordingly, as at 30
June 2020, there was no share option outstanding under
the Share Options Scheme.

Interim Report 2020
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CORPORATE GOVERNANCE AND OTHER
INFORMATION (continued)

Audit Committee Review

The Audit Committee has reviewed the unaudited
interim results for the six months ended 30 June 2020
and this interim report. In addition, the independent
auditor of the Company, PricewaterhouseCoopers, has
reviewed the unaudited interim financial information for
the six months ended 30 June 2020 in accordance with
Hong Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by
the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants.

APPRECIATION

On behalf of the Board, | would like to extend our
sincere thanks to our customers, suppliers and
shareholders for their continuous support to the Group. |
would also like to extend my gratitude and appreciation
to all management and staff for their hard work and
dedication throughout the period.

By Order of the Board

Shougang Fushan Resources Group Limited
Ding Rucai

Chairman

Hong Kong, 28 August 2020
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GLOSSARY

Except for the chapters of Report on Review of Interim
Financial Information, the Interim Financial Information,
or the context indicates otherwise, the definitions below
are applicable to the other parts of this interim report.

Articles

Audit Committee

Board

Company

Director(s)

Executive Committee

Executive Director(s)

Funde Sino Life

Group
Independent Non-
executive Director(s)

Listing Rules

Model Code

The articles of association of
the Company

the audit committee of the
Board

the board of directors of the
Company

Shougang Fushan Resources
Group Limited (SEHK: 639)

the director(s) of the Company

the executive committee of the
Board

the executive director(s) of the
Company

Funde Sino Life Insurance Co.,
Ltd., a substantial shareholder
of the Company

the Company and its
subsidiaries

the independent non-executive
director(s) of the Company

the Rules Governing the Listing
of Securities on the Stock
Exchange

the Model Code for Securities
Transactions by Directors of
Listed Issuers under Appendix
10 of the Listing Rules

Interim Report 2020
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GLOSSARY (continued)

Nomination Committee the nomination committee of

Non-executive
Director(s)

Remuneration
Committee
SEHK

SFC

SFO

Share(s)

Shougang Group

Shougang Holding

Shoucheng Holdings

the Board

the non-executive director(s) of
the Company

the remuneration committee
of the Board

stock code on the Stock
Exchange

the Securities and Futures
Commission of Hong Kong

Securities and Futures
Ordinance (Chapter 571 of the
Laws of Hong Kong)

ordinary share(s) of the
Company

Shougang Group Co., Ltd., the
current holding company of
Shougang Holding

Shougang Holding (Hong
Kong) Limited, a substantial
shareholder of Shoucheng
Holdings

Shoucheng Holdings Limited
(formerly known as Shougang
Concord International
Enterprises Company Limited)
(SEHK: 697), a substantial
shareholder of the Company, is
held as to 36.75% interests by
Shougang Group through its
associated companies pursuant
to the information published
on the website of the Stock
Exchange
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GLOSSARY (continued) % (&)

Stock Exchange The Stock Exchange of Hong  E#x2ff EBBAERIBRAT]
Kong Limited

substantial shareholder has the same meaning ascribed ~ FZE % BEEMPEEDIEXVE
to it under Part XV of the SFO iy -

Takeovers Code the Code on Takeovers and  Ugi#<rE BFENRIRENA TR

Mergers of Hong Kong

2020 AGM the annual general meeting of —Z_F4 RIE-_TEFHRA_-+—
the Company held on 21 May AR A S BRITZAQRBRREF
2020 N g
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