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Financial
Highlights
iR e

Six months ended 30 June
BZEANB=+tHIEAEA

2020 2019 Increase/
—E-EHF —E—-NF (Decrease)
(Unaudited) (Unaudited) #hn,
(REEZ) (REEFEZ) OCRA)
Operating results (HK$M) LEEE(AEBT)
Segment revenue Pol=id i
Asia EED 534.3 1,094.2 (51.2%)
Europe B 4,818.7 6,911.7 (30.3%)
North America =M 537.4 8435 (36.3%)
Inter-segment sales D ESEIE & (46.7) (149.1) (68.7%)
Revenue U =5 5,843.7 8,700.3 (32.8%)
Gross profit EH 314.4 515.6 (39.0%)
Segment (loss)/profit D (E18) Tl
Asia oM (114.1) (71.5) 59.6%
Europe B 42.2 178.6 (76.4%)
North America b =M (8.9) 12.0 (174.2%)
Unallocated ROBL (95.0) (24.6) 286.2%
(Loss)/Profit before interest BB R B IE Al
and tax (EBIT) (E8) % H (175.8) 94.5 (286.0%)
Finance costs, net B TSR AN F 5E (112.8) (94.2) 19.7%
(Loss)/Profit before income tax BRETS R AT (B5R) 5 (288.6) 0.3 (96,300.0%)
Income tax credit g i & 0.7 0.8 (12.5%)
(Loss)/Profit for the period R (E18) 5 (287.9) 1.1 (26,272.7%)
(Loss)/Earnings per share AR B R% R FEAG =A%
attributable to shareholders (B8, /&% (Ex)
of the Company (HK$) (0.17) 0.001 (14,272.1%)
Cash generated from operations & & ¥ FT15H & 307.3 3995 (23.1%)
Key ratios (%) FEZETE L E (%)
Gross profit margin FE = 5.4 5.9 (0.5%)
Net (loss)/profit margin' F (BB SRR R (4.8) 0.02 (4.8%)
EBIT/Revenue B A B K B IE A
ok NIl ey (3.0) 1.1 (4.1%)
Return on shareholders’ funds? % 5 & & [o] /) K2 (6.2) 0.04 (6.2%)
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Financial Highlights
HREE

At At
30 June 2020 31 December 2019
R-ZB-ZTF RZZE—hF Increase/
NB=t+H +=-—A=+—8H (Decrease)
(Unaudited) (Audited) &,
(REERZ) (&%) OCRA)
Financial position (HK$M) MgR (B8ET)
Total assets MEE 9,474.2 10,190.0 (7.0%)
Cash and pledged bank deposits ~ R& KB IEFRITFER 716.4 976.5 (26.6%)
Equity attributable to RATRREE =
shareholders of the Company 4,516.5 4,941.3 (8.6%)
Shareholders’ funds per share (HK$) B EE S (BT) 2.81 3.08 (8.8%)

Revenue (First 6 months)

Wz (H6MEA)

Gross Profit and Gross Profit Margin
(First 6 months)?

EFNREFNR (H6MEA )2
HK$M HK$SM
BB BEBET
12,000 1,200 10%
899% 9.10%
10,000 1,000 o
8,000 800
6%
5.90%
6,000 600 5.39%
4.16% %
4,000 400
2%
2,000 200
0%
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
Asia ™ Europe " North America Gross Profit
=M BOM dE=M ER
— Gross Profit Margin
EF=

Net (loss)/profit margin is calculated as (loss)/profit attributable to shareholders of the !
Company as a percentage of revenue.

Return on shareholders’ funds is calculated based on the profit attributable to 2
shareholders of the Company as a percentage of average shareholders’ funds.

These figures illustrate the impact after the adoption of HKFRS 15 Revenue and HKFRS 8
16 Lease for comparison purposes only.

Net Profit (Loss) and Net Profit
(Loss) Margin (First 6 months)’
Foad (BE) RFa (&)=

(E6fEA)
HK$M
BEET
400 4.0%
249% 0%
300 2.0%
0.0%
200 0.0%
100 2.0%
0 -4.0%
-4.8%
-100 -6.0%
200 -8.0%
-300 -10.0%
400 -114% -12.0%
2016 2017 2018 2019 2020
Net Profit / (Loss) “14.0%
FaFl (E8)
— Net Profit / (Loss) Margin
FaAl (R %

F (B1R) M ERREARARREN (BR)
SRFERRO B AL E -

[ 3R A & B 35 R AR IR AN R iR R R A58 M 15
BERRESHBDLAE

It 55 B8 0 ) B A0 2 B B 5 R 5 2 ) 81 5 e ek
REBVBREENF16RBELHE  EELR
R
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Chairman’s
Statement

FREHRS

INTERIM RESULTS

The first two months of 2020 has seen renewed economic activities
in Europe and US since US and China signed the Phase One trade
agreement in January 2020. Our business in Europe and US was brisk
and picking up from the tough 2019 which was filled with uncertainty
brought by the trade disputes between the two major economic
powers. However, lockdowns in part of China began in late January
due to the novel coronavirus pandemic (“COVID-19") and gradually
extended across the country. Our operations in China were closed for
the Chinese New Year and continued to be shut until the lockdowns
were gradually lifted in April. Meanwhile, the pandemic spread to
other parts of the world forcing many governments to adopt various
preventive lockdown measures. As recycling and waste management
are considered essential industries, our operations in Europe and US
were allowed to continue operations. However, many of our customers
and suppliers were affected. Such measures, while essential, had
adverse impact to our businesses. Accordingly, the Group reported a net
loss attributable to shareholders of HK$278.7 million for the six months
ended 30 June 2020 (2019: net profit attributable to shareholders of
HK$2.0 million).

REVIEW OF OPERATIONS

Despite governments around the world imposed lockdown measures
to combat the spread of COVID-19, our recycling operations are
considered an essential industry and the Group was able to maintain
operations in most countries where we operate. As the spread of
COVID-19 in Europe and China came under control, lockdown
measures were eased, and business activities resumed quicker than
expected, but still have to return to the level before the pandemic.
The Group's total tonnage sold and revenue decreased by 20.1% and
32.8%, respectively, during the first half of 2020 as compared to the

corresponding period in 2019.

The scrap metal industry faced a turmoil period in the latter half of
2019 as industrial activities slowed down due to the prolonged US-
China trade disputes, but had stabilised in the first two months of
2020, with good inflow of supplies and prices stabilised. As steel mills
continued to operate during the pandemic but at reduced capacity,
our operations in the Europe and North America regions were less
interrupted, with tonnage sold and revenue dropped 20.7% and
30.3%, respectively, for Europe, and 21.4% and 36.3%, respectively,
for the North America region as compared to corresponding period last
year.
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HRERER -_T-_SF—ABITEREE
SHEUR —E-TEEMEABRELE

EHDRME - MARE_T—NENRHEE
B MAEER BNE SAUHERTEEE
Z BRMEBRENERKAGE A AR
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BoEE— A TARBHE TESERE
E2E -BMEFEMNEBRESLEL I
HEMAMEMNAHME SEREIREEE-
A RBELEER2EHZE  BFSEBTR
BN S- TR TE R 14 B O ST e o ER PR 1B UK % B
MERERAEETE  RIIRBENERE
}&fﬁéﬁwﬁt’%ﬁﬁ'?&fﬁ%’iy@ﬁ&f#ﬁ’éﬁéﬁi’:}

REFE - ZEBEHRALTT LA %’T’ﬁzﬁ
E’U%i‘%}aﬁk?ﬂwa At AEEEH=E
—EEXAZTRALERNEARAR i&ﬂxﬁﬂaﬁﬁ
BFEAE7 8708 T (ZE—NF KR
JE(R3E F/F 58 A2008 8 7T) °

EE)

BE D RE BT E 5 18 i A B
COVID-1989 {5 1 - Z- &8 8 10 [0 Y R 75 4R AR
BETE  AEEGEHNE A EBHRED
B R 4 +5 2 4F - B A COVID-197E B K2 A [
EVERE S RIS TINIE RIS IARR RS - TR T5
R B IS R B IAHR - (B IERRR AT K T4
PPRE BT NFRMMEL  AEER =
E_TELEFNRHEERRAED HIRD
20.1% £232.8% °

BEEBTER-T-NFTFFERHEER
H IZIHATEBFUBFHEMME B
RZZE_TFEMEABEBE TR #HERA
RIFEERIBE - AR A S R E S
BEERE TR BAPIRBUMN RAL SN DR /&
BRERAOTE  BMAHEEE RIRED B
EFRHFTE20.7% 5&30.3% it E M &
8153 BN #21.4% }36.3% °



REVIEW OF OPERATIONS (continued)

Our Asian operation was hit hardest from the pandemic, as our
yards in South/Southeast Asia were completely shut down and could
only resume business in stages, slowing our plans in ramping up the
production. The lockdown in Malaysia was only lifted in June and
production has since resumed. The lockdown in India begun in March
2020, and due to a lack of port staff and truck drivers, container
cargoes were delayed. India lifted the lockdown in June 2020 and
production has since resumed. The Thailand operation was originally
scheduled to start in the first quarter of 2020, but was delayed due
to travel restrictions and lockdown measures to July 2020. With the
tough lockdown measures adopted in China, it was the first country
to emerge from the lockdown and economic activities have been
improving since then. The lost tonnage from the lockdown in other
parts of Asia is partially compensated by a more matured domestic
scrap steel business in China. Accordingly, the tonnage sold in Asia
has dropped 6.2% during this reporting period, but revenue dropped
51.2% due to changes in sales mix, as the higher value non-ferrous
metal recycling business is now handled by the South/Southeast Asia
yards.

While the pandemic rages during the first half of 2020, we have cut
management salaries, reduced the number of temporary staff, adopted
short-time working and a series of other operative measures to help us
become leaner and more efficient and to save cash.

PROSPECT

While humanity fights with the pandemic may be a prolonged battle,
life goes on. We are seeing economic activities returning and the
world adapting to a new normal. Masks and social distancing are now
mostly accepted norms in many parts of the world. Plastic consumption
increases as hygiene protection becomes a priority, plane travel is
drastically reduced, some people prefer driving again over public
transport to avoid the crowd, and laptops and computers enjoying good
sales as more people work from home.

Chairman’s Statement

FREHRS

X5 EREE (&)
BMMENEBXIEBETERARE  RE
REMABEEAREENTIHEETEEH
WAE A PRI %75 - A miEie PR A £
ERNFE - SRATHINEEEE =%
FRATERR WERREELEE -ENEMNE
WRZZT_TF= A ARNAEONEIRE
HAEKAR SHERBFEYHREIEREE
BESMZEEE: ER S _FF /N AR
HE TALMRELE FREKRENR -
—EFFE-FERA BAREITRE RER
i O HEE T -_TFLA -BEETEH
IR EM A A WEREPE
EHEERR  LEEEE L TERE - E
B PR Sl ISR ER N B PTG K - S LAEE
K $8 F 1PI P 30 N L At 3 [ PR 59 950 1T 48 Sk A $
EE o EL RARESRME EMEEETK
62% ERREERRNEESEEIKERS
WM R RmI TIHRE  HEEeE
B U ES TB51.2% °

BE_T_ZFLY¥FRERE RMA2EBE
BB EIEEHr BN - B ERi B T MR TIFRY
BN E A2 E i AR FIEAER - Ea i
REEREME

R
ANEEZBENBERERFAB BLENE
EE-RMBEICBEEDESAER HRIE
FERHMEE -BA MBOS  REFLRIE
B RERZEMREERIARE HRE
EERREB & SLBHEREEN R
BETAERLD  FoATHEARESEEE
RANTRALNHZBT A - AR AR - EHIR
BEAERTE FLAEKEE FRERKS
RS RIFHERR
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Chairman’s Statement

FEHRS

PROSPECT (continued)

In the regions where we operate, China and Europe have passed
their peaks with the pandemic. China’s recent economic data has
been encouraging, showing signs of recovery and industrial resilience.
China’s demand for copper and ferrous scrap are strong. Due to the
import restriction by the Chinese government on imported scrap, high
quality copper scraps are highly sought after and currently priced at
a premium compared to other markets. Meanwhile, European Union
("EU") governments have banded together to roll out supporting and
stimulus programs to stimulate the member states economies. EU also
took the opportunity through the stimulus programs to encourage clean
energy and electric mobility, supporting its Europe Green Deal roadmap.
We see in the long run the steel making industry shifting more towards
the electric arc furnace or other technologies, utilising scrap instead of
ores and coke to reduce emissions.

As China gradually develops, the domestic supply of metal scraps has
been growing. The car ownership in China has been increasing, and
so is the number of End of Life Vehicle (“ELV"). According to Chinese
Ministry of Public Security, as of the end of 2019, there are 348 million
registered vehicles in China, of which 260 million are passenger cars.
With the Central Government initiatives in recent years, including the
recent enactment of updated ELV Administrative Policy (R # & @
U EIBIEE) | the Group sees it as an opportunity and at the right time
to enter the massively growing Chinese ELV and metal recycling market
(including the reuse and remanufacturing of auto parts and recycled
materials). The Group has signed a Memorandum of Understanding
with Shandong Weigiao Pioneering Group Co., Ltd., one of the world’s
largest primary aluminum producers, in June 2020 to jointly develop
a recycling industrial park in China Shandong Province, focusing on
recycling of ELVs and mixed metal scrap. The recycling industrial park
will be designed by our in-house European and Chinese engineering
team with a targeted annual throughput of more than 200,000 tonnes
of secondary aluminum scrap and an estimated 50,000 ELVs in the first
phase. This project perfectly reflects the Group's strategy to contribute
the development of a sustainable and circular economy by using
recycled materials over primary ores and therefore reducing the carbon
footprint.

Interim Report 2020
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PROSPECT (continued)

Our operations in Malaysia and India are gradually ramping up. We
are providing masks and taking necessary preventive measures for our
staff to reduce risk of health hazard. Logistics continues to be an issue
but ports backlog and containers availability are improving compared
to during the lockdown period. The local downstream industries are
also opening up albeit slower than those in China. Due to this, we are
diverting high value products from these yards to China where better
prices are more likely to be achieved.

Last but not least, | would like to extend my heart-felt gratitude to the
members of the Board and all our employees around the world for their
loyalty, efforts, professionalism and valuable contributions, and also to
our customers and partners for their priceless support and trust. Keep
safe and stay healthy.

Qin Yongming
Chairman
Hong Kong, 27 August 2020
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Management Discussion

and Analysis
EBIRER R

FINANCIAL REVIEW
Revenue

The Group sold in total over 2.0 million tonnes of recycled products for
the six months ended 30 June 2020, a 20.1% decrease when compared
to 2.5 million tonnes sold in the first half of 2019. Revenue was
HK$5,843.7 million for this current period, representing a decrease of
32.8% compared to HK$8,700.3 million for the same period in 2019.

The pandemic and subsequent lockdown measures in countries where
we operate have resulted in a significant drop in scrap flow during
the first half of 2020, with manufacturing shutdowns reducing the
generation of scraps, and steel mills and foundries shutdowns lowering
the consumption of scraps. Easing of lockdown measures began in
late-March for China and late-April in Europe and business activities
recovered gradually since then, but not yet returning to the normal level
compared to the same period last year.

Hp %55 o1 R
U 3%

REER-_TE-_ZTFA=+tAHLXEAA
HEHBE00EMBEESR B _F—NF
¥ FEHA2508 BEAELE - 8 220.1% o R

—NFL¥F REREERE HAEEH
KT 52 28 o N B A Uk 2 258184,3708
BT R-T— N FREARS7IE30E B TR
32.8% °

R-Z-ZF EXF RALEMERRHNER
BREARNEPERDS S KM E
Rigp 4 B TS mBCRHEER D R
Hm L BERERSYEER TR - hER
= RIE KB M A EF R E 2 = B
e B R BN S LARTE - B B K R HIAE
Lo M AREIHEIE K o

Six months ended 30 June

BEAA=TRHLAHEA Increase/
2020 2019 (Decrease)
—E-EE —E-RE i,/ ()
Asa As a
percentage of percentage of
total segment total segment
HK$M revenue HK$M revenue HK$M
15 H 1 "*W/\
BEER BENEIL BEAT BENAD BEAT
Asia M 534.3 9.1% 1,094.2 12.4% (559.9)
Europe BLM 4,818.7 81.8% 6,911.7 78.1% (2,093.0)
North America eEM 537.4 9.1% 843.5 9.5% (306.1)
Total segment revenue 7 SpUi 2 48 %8 5,890.4 100% 8,849.4 100% (2,959.0)
Inter-segment sales 7 EffE$E & (46.7) (149.1) (102.4)
Revenue W 5,843.7 8,700.3 (2,856.6)
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Management Discussion and Analysis
EIREst R 5

. . =
FINANCIAL REVIEW (continued) R 75 ol (48)
LME Copper LME Aluminum
LME$E LME$E
USD/ton USD/ton
XL E3 VL |
7,000 2,400
6,000 /_\’\__/\/ 2,000
5,000
1,600 —_\/\—v_\_/
4,000
1,200
3,000
2,000 cat
1,000 400
0 0
5883885832 r¢588388 5883885832 c-¢588388
O 0O OO0 00 000 0000000 0 O O O O 0O O 00O 00 00 00000 000 0 0 O O O
rrrrrrrrrrrr N & & & PR R R -k~ < IR VAR <V VI <R o
LME Steel Scrap Germany BDSV (Steel Scrap)
LMEJE =EBDSV (&)
USD/ton EUR/ton
397 BT,
500 300
450
400 PR
350 200
300
250 150
200
150 Loo
100 50
50
0 0
5883885882258 8888 C 883885882258 8888
D 00 O 0 O 0000000000 0 0 0O 0O O o 0O O 0 0O 0 0O 0 0O 0O 0O O O O O O O O
rrrrrrrrrrrr ISR VIR VIR SR SV o B - VAR SR SV VAR Sl o]
Gross Profit/Margin R, ER=E

Gross profit for the first half of 2020 was HK$314.4 million, a drop of —Z_FF FHFHEFR3E1,4408 87T
39.0% as compared to the same period last year and the gross profit ~EREFRHATFE39.0% KEMER5.4% (=
margin was 5.4% (2019: 5.9%). The decrease in gross profit was partly ~Z— /1% :5.9% ) *ERM T HEDHL =
attributable to the lower scrap prices in first half of 2020 compared ZT_-ZF F¥FHNESBEBERER -T—1
to the corresponding period in 2019. Ferrous scrap prices in particular ~ FR# - LHEBREESBEERN —T—NF
bottomed out in October 2019 and gradually recovered as the outlook T ARBERE - WHEE T EE HAUHE =K
of an agreement on the US-China trade disputes was on the horizon.  B#E & BTt o BE P EHAI LIRS ER
While the lockdowns resulted in reduced inflows of scrap, it also BRI EHTEHBRENERREEZRE R
provided support for relatively stable prices as steel mills and foundries B A T3 7E & 18 1) R 5 B % 535 4 JoR 0 m) A 0 4
still operating had demand for the available materials. During the B 5K REUMN & EBHIWERE - LAEER
lockdown in Europe and US, we temporarily restricted peddlers bringing IR EER H AR LS - B8 ENE
scrap to our yards, hence affecting the higher margins old scrap inflow. B2 ERELIRA - BBRARKERIE -
This inflow has since been resumed.

ESRREBERAT —F-BFHHHRE
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Management Discussion and Analysis
BRI 5

FINANCIAL REVIEW (continued)
Operating expenses

Total operating expenses were HK$542.4 million, a decrease of 2.1%,
as management took rigorous cost reduction measures. As a percentage
of revenue, operating expenses increased from 6.4% for the first half
in 2019 to 9.3% for the same period in 2020, as fixed costs and staff
salary continued to incur but business activities were reduced during the
lockdown times. Short-time working was implemented where possible
and assistance from governmental support programs were sought
where available to help mitigating the impact from the pandemic.
Our operations in most countries were allowed to continue despite
the lockdown, albeit at reduced volume, as the recycling and waste
management industries are considered essential industries.

LB AT RSB, 24088 T BA2.1%:
75 A B 1R T SR ER R A% /9 K 2 B R HE B
KEBRAGKRENE S LBE-T—NFLF
FH6A4%ENE - - S FRHIH.3% It
THREBELEERENAREIH & B
BIEB N R BRI A AT ER - BRI AT BB 1B
MTERER TERRE WSRBMAFZET
Ztpe (nE) - UERRBREENFE-
BEEHREE  ARLBKRRENEEBITERR
BEETE FEEBEEHMRD  AEER
REDBIR 2 AN BT o

Six months ended 30 June

HEAA=ZTHLEAEA Increase/
2020 2019 (Decrease)
“ECEF “E-hEF #i0,/ (HD)
As a Asa
percentage of percentage of
HK$SM revenue HK$M revenue HK$M
3| €|
HEABR a4 BEAT Bo BEBT
Distribution and DERHERT
selling expenses 23.6 0.4% 25.1 0.3% (1.5)
Administrative THFAX
expenses 518.8 8.9% 528.7 6.1% (9.9)
Total st 542.4 9.3% 553.8 6.4% (11.4)
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Loss/Profit Attributable to Shareholders and Loss/
Earnings Per Share

Loss attributable to shareholders of the Company for the first half of
2020 was HK$278.7 million as compared to a profit of HK$2.0 million
for the same period last year.

Basic loss per share for the six months ended 30 June 2020 was
HK$0.17 as compared to a basic earnings per share of HK$0.001 in the
previous financial period.

Analysis of Cash Flow from Operations

The Group’s cash generated from operations for the first half of 2020
was HK$307.3 million, a decrease of 23.1% compared to first half
of 2019 as operating profit decreased. The Group has been carefully
managing the working capital in response to the uncertainties in the
market conditions due to the pandemic.

Liquidity and Financial Resources

Shareholders’ funds as at 30 June 2020 were HK$4,516.5 million,
a decline of 8.6% from 31 December 2019, and included foreign
exchange losses from the depreciation of foreign currencies, namely
Euros and Renminbi, against Hong Kong dollars over the current period.
Shareholders’ funds per share dropped slightly from HK$3.08 as at 31
December 2019 to HK$2.81 as at 30 June 2020.

EBREstmIR 5

F e (%)
RREERRHRRESRER B

R-TB_TF PHXF ARAIRREGEERR
87,8708 87T - = F R B R 712008 8

o

d

BE_ZT-_ZFXNA=Z+THLEXNEANER
EXEBEAOA7TEL ME—VERAAMA AT
RE E A& F0.0018 T o

REXBELNRERESN
R-TB_EF LA FARAEEREEBELN
REMEB0EET B_ZE—NFLFFT
B823.1% » LTI RS ER MR B A&
E-EREEREEED UERHEESIHW
TR HEE 1 o

REBESHEGEER

RZTZZFTFAA=TH BREES A4ISE
165088 T R_E—NF+=-A=+—H
TF%8.6% W AEARHIEINE (BIRUT RAR
) R TTREEENINEEE - FRIRRE
%m:?*n¢+*ﬂi+famawﬁﬁ
MR E—_ZE_TFA=THBH2.81BT-

EEBEREEARAT —E-FF4HRs 11
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Management Discussion and Analysis
BBt m R 5l

FINANCIAL REVIEW (continued)
Liquidity and Financial Resources (continued)

The Group's financial resources remained stable. As at 30 June 2020,
the Group had cash, various bank balances and pledged bank deposits
amounting to HK$716.4 million (31 December 2019: HK$976.5
million). The net outflow was mainly for the repayment of external
borrowings and working capital needs for the expansion of business
operations.

The current ratio lowered from 1.01 as at 31 December 2019 to 0.94
as at 30 June 2020. Certain long-term borrowings were classified
as current liabilities as they will be maturing within the next twelve
months. Management is in active discussions with lenders and potential
lenders to refinance the maturing borrowings.

Total external borrowings were approximately HK$2,451.2 million (31
December 2019: approximately HK$2,795.4 million). Such borrowings
were mainly utilised for the purchase of mixed recycle products and
working capital, and denominated in Euro, U.S. Dollar and Renminbi.
Approximately HK$1,889.0 million (31 December 2019: approximately
HK$2,102.8 million) of borrowings are at fixed interest rates.

The gearing ratio of the Group as at 30 June 2020 was 25.9% (31
December 2019: 27.4%), calculated based on the total borrowings
divided by total assets.

Interim Report 2020
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REESHEBEER (&)
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)
Working Capital Changes

Inventories as at 30 June 2020 were HK$1,273.9 million (31 December
2019: HK$1,495.9 million). The inventory turnover days for first half of
the financial year was 46 days as compared to 41 days for the first half
of 2019 as business activities were reduced during lockdowns.

Provisions for inventories as at 30 June 2020 were HK$81.6 million, as
compared to the provision of HK$35.9 million as at 31 December 2019.
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At At
30 June 31 December
2020 2019
R-ZBZZEF RZT-IF
ANA=+H +=ZA=+—H
Inventories (HK$M) FE(AEBHT) 1,273.9 1,495.9
Average inventories as a percentage of FHEFERKRER S (F1k)
revenue (annualised) 11.8% 11.7%
Six months ended 30 June
BZEAA=+HILAEA
2020 2019
—®-®%  -T-A%
Turnover days PEER=E 4 46 41
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Management Discussion and Analysis
BRI 5

FINANCIAL REVIEW (continued)

Working Capital Changes (continued)

Net trade and bills receivables as at 30 June 2020 were HK$1,083.3
million (31 December 2019: HK$957.3 million). Debtor turnover days
for the first half of 2020 increased from 30 days to 32 days compared
to the same period last year. The higher receivables balance as at 30
June 2020 was mainly due to timing of sales towards period end. The
Group adopts a tight management on credit exposure.

ISR (8)
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At At
30 June 31 December
2020 2019

R-B-%BF RZT-NF
AAZtA t-A=+-*H

Trade and bills receivables, net (HK$M) FESREBREVIE (BEET) 1,083.3 957.3
Average receivables as a percentage of FHEWRIBEERZER 2 (F10)

revenue (annualised)

8.7% 7.6%

Six months ended 30 June
BEANA=1THLAEA

2020 2019
—E-EF —E-hEF
Turnover days BEAH 32 30

Interim Report 2020



Management Discussion and Analysis

FINANCIAL REVIEW (continued)
Working Capital Changes (continued)

Trade and bills payable as at 30 June 2020 were HK$770.0 million (31
December 2019: HK$639.3 million). Creditor turnover days for the six
months ended 30 June 2020 was 23 days (30 June 2019: 23 days).
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At At
30 June 31 December
2020 2019
R-IEZEHF —NF
AB=+H +=-—A=+—H
Trade and bills payables (HK$M) ESREBEMNREBE(BEST) 770.0 639.3
Six months ended 30 June
BZEAA=+HILAMEA
2020 2019
—E-FHF —E-NF
Turnover days PEEER=E 4 23 23
Treasury Policies B BUBR

The Group's treasury policies are designed to mitigate the impact of
fluctuations in commodity prices and foreign currency exchange rates
arising from the Group’s global operations. The Group principally uses
future contracts to hedge the commodity risks, and forward foreign
exchange contracts to hedge the foreign exchange risks in the ordinary
course of business. It is the Group’s policy not to enter into derivative
transactions for speculative purposes.

Capital Expenditure

For the six months ended 30 June 2020, the Group invested HK$153.0
million in tangible assets including machinery and equipment, leasehold
improvements, office equipment for improving production efficiency
(30 June 2019: HK$285.4 million). These capital expenditures were
financed through internal resources and lease arrangements.
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BUSINESS REVIEW
Revenue by Regions
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BUSINESS REVIEW (continued)

Revenue by Products
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Management Discussion and Analysis
BBt m R 5l

BUSINESS REVIEW (continued)
Operational Performance

The Group continued to operate in our long established markets
and expanded into new markets in South/Southeast Asia. Through
the geographic diversification, we are in a good position to mitigate
the risks of depending overly on a single market. We are among the
processing and technology leaders in ferrous and non-ferrous metal
recycling worldwide. We own many advanced processing technologies
in scrap metal shredding and post-shredding processing.

Europe

Our Europe segment provides all steps in recycling mixed metal scraps
and is equipped with one-stop shop services for collecting, gathering,
sorting, processing and trading.

Our scrap metal shredding services is including cleaning, sorting,
shearing, shredding, baling, crushing, blending and briquetting. In post
shredding technologies, we are able to achieve a approximately 97%
recovery rate for ELV, ranking as a world leader (95% recycling rate is
the existing recovery target under the European Union directive).

The Europe segment sold 1.72 million tonnes of recycled products for
the six months ended 30 June 2020, a drop of 20.7% compared to the
corresponding period in 2019 of 2.17 million tonnes. Segment revenue
was HK$4,818.7 million, decreased by 30.3% against the first half of
2019. Steel producers in Europe have been hit by a general decline in
steel consumption following the shutdowns and by disrupted supply
chains. Crude steel produced in the first half of 2020 were down
by 18.7% as compared to the same period in 2019. The European
automotive manufacturing industry also slowed down, as the number
of newly registered passenger cars for the first half of 2020 was 39%
less than the corresponding period in 2019, affecting the volume of
production scrap coming back into circulation.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)
Europe (continued)

Scrap prices for the first half of 2020 remained at a low level since
the reduction in the second half of 2019. While the volume in new
industrial scrap declined due to the decreased industrial production, the
old scrap inflow recovered better as peddlers and collectors resumed
supplying to our yards following the lifting of the lockdowns. Gross
profit for the period, therefore, only reached HK$322.6 million, a
decrease of 33.5% compared with the same period last year. Gross
profit margin for the period dropped slightly from 7.0% in the first half
of 2019 to 6.7% in the current period.

Segment profit for the period was HK$42.2 million (2019: HK$178.6
million). Intensive cost cutting measures, including temporary work
reduction and people optimisation, were implemented also preserving
liquidity during the turbulent times. Apart from margin control, several
business improvement initiatives have been initiated to mitigate the
market downturn in the first half of 2020, including yard network
reorganisations and restructuring plans at certain locations, operation
improvement workshops to increase our yards’ efficiencies, and
applying for pandemic-related governmental programs supporting
private sectors and employment.
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Management Discussion and Analysis
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BUSINESS REVIEW (continued)
North America

The North America segment possesses extensive recycling process
know-how in all relevant process steps from collection, sorting,
processing to trading of materials. It operates state-of-the-art shredder
technology and has extensive post-shredding technologies in place
for scrap recovery optimisation. The North America segment has
commenced scrap motor mechanical shredding and dismantling as well
as trading of reused auto components.

For the six months ended 30 June 2020, the North America segment
sold 0.19 million tonnes, as compared to 0.25 million tonnes for the
first half of 2019. Segment revenue was HK$537.4 million for the
period, a decline of 36.3% against the same period last year. Similar
to Europe, the steel and automotive productions were affected as the
demand weakened with the ongoing pandemic. Crude steel production
in the US reduced by 17.6% compared to first half of 2019, and sales
of light vehicles fell by 23% compared to same period last year.

Segment gross profit and gross profit margin was HK$49.1 million and
9.1%, respectively, for the period, as compared to HK$60.9 million and
7.2%, respectively, for the first half of 2019.

While intensive cost cutting and people optimising measures were also
implemented to our North America operation to mitigate the impact
brought about by the pandemic, the low sales tonnage has inevitably
turned the segment profit of HK$12.0 million for first half of 2019 to a
loss of HK$8.9 million for this period in 2020.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Asia

Our Asia operation focuses on recycling of mixed metal, in particular
e-motor dismantling, waste electrical and electronic equipment (WEEE)
and waste oil. Our major production facilities in Asia include China
(Hong Kong, Taizhou and Yantai), Malaysia, India, and expanded into
Thailand in the current period.

The sales tonnage for the Asia segment decreased by approximately
6.2% from 0.094 million tonnes for the first half of 2019 to 0.088
million tonnes in the current period. Our Asian businesses were also
affected by complete lockdowns firstly in China and then in South/
Southeast Asia, but a growing domestic scrap steel business in China
has compensated for the lost tonnage during lockdowns.

As more ferrous scraps were sold in the current period, while our high-
value non-ferrous sales were interrupted by the lockdowns of our yards
in the South/Southeast Asia, segment revenue has dropped 51.2% from
HK$1,094.2 million to HK$534.3 million as compared to the first half of
previous year.

The bearish scrap prices, delayed sales and reduced sales volume during
the lockdown period have hampered our margin, resulted in a gross
loss for the Asia segment. The gross loss for the period was HK$47.1
million, representing a gross loss margin of 8.8%, as compared to a
gross loss of HK$21.4 million and a gross loss margin of 2.0% for the
same period in 2019. Hence, the Asia segment reported a segment
loss of HK$114.1 million for the current period (2019: segment loss of
HK$71.5 million).
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CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2020, the Group had pledged certain property, plants
and equipment, right-of-use assets, investment properties, inventories,
trade receivables and bank deposits with an aggregate carrying value of
approximately HK$4,111.6 million (31 December 2019: approximately
HK$3,807.4 million) to secure its certain borrowings and general
banking facilities granted to the Group.

As at 30 June 2020, the Group had capital commitments for the
acquisition of property, plant and equipment and additions in
construction in progress which are contracted, but not provided for in
the amount of HK$19.7 million (31 December 2019: HK$128.9 million).

As at the date of this report, save as disclosed below, the Board is not
aware of any material contingent liabilities.

The Group has provided a financial guarantee of HK$1.1 million (31
December 2019: HK$1.2 million) to a related party.

A writ of summons was issued by Delco Participation B.V. (“Delco”),
as plaintiff, on 21 December 2015 in the High Court of Hong Kong
(High Court Action No. 3040 of 2015, “HCA 3040/2015"), followed by
an amended writ on 5 December 2016, against the Company and Mr.
Fang Ankong (“Mr. Fang”) as defendants for a sum of HK$57.8 million
together with interest and costs. The claim relates to an alleged non-
payment of a portion of the loans advanced by Delco Asia Company
Limited (“Delco Asia”) to subsidiaries of the Company in accordance
with the terms of a shareholders loan assignment dated 24 June 2010
between, amongst others, Delco Asia and the Company. The Company
filed its defence on 23 September 2016. An amended writ of summons
was filed by Delco on 5 December 2016, adding Fang Ankong (“Fang”)
as a defendant to the proceedings. The Company filed its amended
defence on 13 December 2016 and the Plaintiff filed its amended reply
to the Company’s defence on 21 December 2016. The case is still in
progress.
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Management Discussion and Analysis

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES (continued)

Each of Mr. Fang, a former director of the Company, and HWH Holdings
Limited ("HWH"), undertook to the Company to indemnify and hold
harmless on demand (on an after-tax basis) the Company against
all losses arising out of, inter alia, HCA 3040/2015 in accordance
with the terms of a letter of indemnity signed by Mr. Fang and HWH
in favour of the Company on 17 December 2015. Such indemnity
was previously secured by a sum, including the amount of HK$57.8
million in an escrow account set up by HWH, and is now subject to a
Mareva injunction granted by the Court on 30 October 2019 until the
determination of, inter alia, HCA3040/2015 or further order of the
Court. As such, the Board does not consider HCA 3040/2015 to be a
claim of material importance.

A writ of summons was issued by Delco as plaintiff on 10 November
2016 in the High Court of Hong Kong (High Court Action No. 2939 of
2016, “"HCA 2939/2016") against the Company as the 1st defendant,
Chiho-Tiande (HK) Limited (“CTHK"), a wholly-owned subsidiary of the
Company, as the 2nd defendant, HWH as the 3rd defendant, and Mr.
Fang as the 4th defendant. So far as the Company and its subsidiaries
are concerned, Delco claimed against the Company for damages for
an alleged breach of a letter of undertaking dated 3 March 2015 in
relation to a convertible bond issued by the Company and subscribed
for by Delco on 1 March 2012. Delco further claimed against CTHK for
a sum of US$1.0 million, allegedly advanced by Delco Asia to CTHK
on or around 16 April 2009. Delco further claims interests, costs and
further or other relief. The Company and CTHK filed their defence on
24 March 2017 and the plaintiff filed its reply to the Company and
CTHK's defence on 20 June 2017. The case is still in progress.

Whilst the Board does not consider HCA 2939/2016 to be a claim
of material importance for the reason set out above, details of HCA
2939/2016 are disclosed herein for the sake of completeness.
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RISK MANAGEMENT

The Group in its ordinary course of business is exposed to market risks
such as commodity price risk, foreign currency risk, interest rate risk,
credit risk and liquidity risk. The Group’s risk management strategy
aims at minimising the adverse effects of these risks on its financial
performance.

On 1 August 2020, the Group adopted a commodity price risk hedging
policy which the Board believes is suitable for the current operating
conditions. The commodity price risk hedging policy is posted on the
Company's website, www.chihogroup.com.

As part of its foreign currency hedging strategy, the Board closely
monitors the Group’s foreign currency borrowings in view of the volatile
exchange rate of Euro, Renminbi and other relevant currencies to U.S.
Dollar and considers various measures to minimise foreign currency risk.

Regarding credit risk, the Group continues to follow the best practices
of cash collection for sales of most recycled products in order to
minimise the carrying amounts of the financial assets in the Group’s
financial statements. In addition, the Group continues monitoring
closely its trade debtors to minimise potential impairment losses.

Regarding liquidity risk, the Group continues maintaining a balance

between the continuity of funding and flexibility through the use of
bank borrowings.
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Management Discussion and Analysis

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2020, the Group had a workforce of 2,885 employees.
In addition, we engaged approximately 289 workers and office staff
through local contractors. We have not experienced any strikes,
work suspension or significant labor disputes which have affected
our operations in the past. We have not experienced any significant
difficulties in recruiting and retaining qualified staff. We continue to
maintain good relationships with our employees.

The Group's total staff costs for the current interim period were
approximately HK$497.3 million. The remuneration packages of staff
consists of basic salary, mandatory provident fund, insurances and other
benefits as considered appropriate. Remuneration of the employees of
the Group is determined by reference to market standards, individual
performance and their respective contribution to the Group.

The emoluments of the directors of the Company (the “Directors”) are
subject to the recommendations of the remuneration committee of
the Company and the Board’s approval. Other emoluments including
discretionary bonuses, are determined by the Board with reference to
the Directors’ duties, abilities, reputation and performance.
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Management Discussion and Analysis

B Est w5l

INVESTOR RELATIONS AND COMMUNICATIONS
WITH SHAREHOLDERS

The Group considers that investor relations are important to a listed
company. The Board believes that maintaining a good relationship
with investors and keeping them up-to-date on the latest corporate
communications and business development in a timely fashion would
enhance transparency and strengthen corporate governance of the
Group.

Going forward, the Company will continue to make efforts to keep our
investors abreast of the corporate and business developments, and to
introduce the Group's strengths and strategies in order to gain support
and recognition from them and also the market in general.
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EENTETRABRARRINE
MREEEE R - R RIES5H

T VAN N
W MR B

DIRECTORS’ AND CHIEF EXECUTIVES® INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATION

As at 30 June 2020, the interests or short positions of the Directors R-T_ZTFRA=1+H KRAFEZKEE
and Chief Executives of the Company in the shares (the “Shares”), TTHBABRAR R KEEMIEEIEZE (F&
underlying Shares and debentures of the Company or any of its ~R(EHRHEED) ([FEHFRMEKEGI)F
associated corporations (within the meaning of Part XV of the Securities ~ XV&B) &8I 3 ([AL 1) 1) ~ 18RE A1) K & 25
and Futures Ordinance (the “SFO")) as recorded in the register required ~ ¥EB AR RIZAEREE S R EIE GPIZE352168
to be kept by the Company pursuant to Section 352 of the SFO, or as 717 & 8Y B Ll A1 P ac 8RSk AR 45 1 7 4% RIBH
otherwise notified to the Company and The Stock Exchange of Hong % TAIE LM ETAERETERZZHNGE
Kong Limited (the “Stock Exchange”) pursuant to the Model Code  #E5FRI([RAESFAI]) ARG ARRQ R L E AR
for Securities Transactions by Directors of Listed Issuers as set out in & XSFARAAE ([EBEPT]) AERSAR
Appendix 10 to the Listing Rules (the “Model Code”), were as follows: s

Approximate
percentage of

shareholding
in the Company
(Note 1)
Long position (L)/ Total number of BED R RE
Name of Director Capacity/Nature of Interest Short position (S) Shares interested BABDL
EERE B/ EE%E #RL),/KAS) BERENRGH AR (BizE1)
Mr. Tu Jianhua Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
REELE REEGEE R (H3E2)
Dr. Loke Yu Beneficial owner L 730,000 0.05%
FEEMEL EHEBA
Notes: B 5 -
(1) As at 30 June 2020, the total number of issued Shares of the Company was (1) RZZZTFEXA=1TH ARRBEITRHNE

1,605,152,291 Shares. #51,605,152,291 X AE1D
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DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATION (continued)

Notes: (continued)

(2) The 1,008,885,181 Shares were held by the USUM Investment Group Hong Kong
Limited (“USUMHK"), a company in which Mr. Tu Jianhua (“Mr. Tu”) was indirectly
interested. USUMHK is directly wholly owned by USUM Investment Group Limited
("USUM Group”), a limited liability company incorporated in the PRC. The single
largest shareholder of USUM Group is Loncin Holdings Co., Ltd. (“Loncin Holdings"),
with an equity interest in USUM Group of 53.29%. The remaining equity interests
in USUM Group are held by 13 individuals and 27 companies, all of whom are
independent third parties of Loncin Holdings and Mr. Tu, and they each hold between
0.29% to 10% equity interests in USUM Group. Loncin Holdings is 98% owned by
Loncin Group Co., Ltd. (“Loncin Group”) and 2% owned by Mr. Tu. Loncin Group
is 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by Ms. Tu
Jianrong, both being sisters of Mr. Tu. USUMHK held 1,008,885,181 Shares as at
30 June 2020. Therefore, Mr. Tu was deemed to be interested in the Shares held by
USUMHK pursuant to the SFO.

Save as disclosed above, as at 30 June 2020, none of the Directors and
Chief Executives of the Company had any interests or short positions
in the Shares, underlying Shares or debentures of the Company or any
of its associated corporations which would have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO), or which
were recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or which were required to be
notified to the Company and the Stock Exchange pursuant to the
Model Code.
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SUBSTANTIAL SHAREHOLDERS" INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 30 June 2020, the interests and short positions of the persons,
other than the Directors and Chief Executives of the Company, in
the Shares and underlying Shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO were as

follows:

Disclosure of Interests
g e

EERRR AR B H B N A8 B Ak

ERE S SRR

RZZBZZTFA=+TRH BREARREERE
ZTHAEIN AT ALTRARRE KRG RE
BBt R A R IR IR RE 5 S A B 15 D1 55336 16
BT R Bk SRR I
T

Approximate
percentage of

Shareholding
in the Company
(Note 1)
Long position (L)/ Total number of BED R RE
Name of Substantial Shareholder Capacity/Nature of Interest Short position (S) Shares interested Brask
IERREE HE B/ BHHE #RL),/RAS) BERENRNEY (BitzE1)
USUM Investment Group Beneficial owner L 1,008,885,181 (Note 2) 62.85%
Hong Kong Limited EREBA (FiE2)
MEREAEE (FE)ERAA
USUM Investment Group Limited Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
AERESEROGERATF REEHEE s (FizE2)
Loncin Holdings Co., Ltd. Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
BEEEREBRARE REEHEE s (FizE2)
Loncin Group Co., Ltd. Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
BEEEERDA REEHEE s (FizE2)
Mr. Tu Jianhua Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
REELE REEHEE s (FizE2)
Tai Security Holding Limited Beneficial owner L 98,773,990 (Note 3) 6.15%
ERBEBA (Fi5E3)
Good Union Hong Kong Beneficial owner L 44,700,000 (Note 4) 2.78%
Investment Limited EREBA (Fi%4)
EEBRBREBRRA
Mr. Zhang Mingjie Interest in controlled corporations L 143,473,990 (Notes 3 & 4) 8.94%

RANEE

RERHZER S

(MiFE3%4)
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3434
SUBSTANTIAL SHAREHOLDERS' INTERESTS AND TERRNAA BN RABER

SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (continued)

Notes: Bt 5 -

“E-ZFEXNAZTTR ARFEEBITRMHNE

(] As at 30 June 2020, the total number of issued Shares of the Company was (1 R=%

(2)

(3)

1,605,152,291 Shares.

The 1,008,885,181 Shares were held by the USUMHK, a company in which Mr.
Tu was indirectly interested. USUMHK is directly wholly owned by USUM Group, a
limited liability company incorporated in the PRC. The single largest shareholder of
USUM Group is Loncin Holdings, with an equity interest in USUM Group of 53.29%.
The remaining equity interests in USUM Group are held by 13 individuals and 27
companies, all of whom are independent third parties of Loncin Holdings and Mr. Tu,
and they each hold between 0.29% to 10% equity interests in USUM Group. Loncin
Holdings is 98% owned by Loncin Group and 2% owned by Mr. Tu. Loncin Group
is 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by Ms. Tu
Jianrong, both being sisters of Mr. Tu. USUMHK held 1,008,885,181 Shares as at
30 June 2020. Therefore, Mr. Tu was deemed to be interested in the Shares held by
USUMHK pursuant to the SFO.

The 98,773,990 Shares were held by Tai Security Holding Limited (“Tai Security”) as
beneficial owner and Tai Security is directly wholly-owned by Mr. Zhang Mingjie as at
30 June 2020. Therefore, Mr. Zhang was deemed to be interested in the same number
of Shares as held by Tai Security pursuant to the SFO.

The 44,700,000 Shares were held by Good Union Hong Kong Investment Limited
("Good Union”) as beneficial owner and Good Union is directly wholly-owned by
Mr. Zhang as at the 30 June 2020. Therefore, Mr. Zhang Mingjie was deemed to be
interested in the same number of Shares as held by Good Union pursuant to the SFO.
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SUBSTANTIAL SHAREHOLDERS" INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (continued)

Save as disclosed above, as at 30 June 2020, the Company had not
been notified by any persons (other than the Directors and Chief
Executives of the Company) who had interests or short positions in the
Shares or underlying Shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company pursuant to Section 336 of the SFO.

SHARE OPTION SCHEME

The Post-IPO Share Option Scheme was adopted by the Company on 23
June 2010 (the “Post-IPO Share Option Scheme”). The Post-IPO Share
Option Scheme was approved by written resolutions of the shareholders
of the Company and as approved by the listing committee of the Stock
Exchange is valid and effective for a period of 10 years commencing on
23 June 2010.

Pursuant to the terms of the Post-IPO Share Option Scheme and in
compliance with the provisions in Chapter 17 of the Listing Rules,
the maximum number of Shares which may be issued upon exercise
of all share options to be granted under the Post-IPO Share Option
Scheme and all other share option schemes of the Company shall not
exceed 161,973,829 Shares, being 10% of the Shares in issue as at
17 February 2017, being the date of the 2017 extraordinary general
meeting (“2017 EGM"), when the scheme mandate limit was last
refreshed.

There were no options outstanding as at 30 June 2020 and no share
options were granted, exercised, cancelled or lapsed during the
reporting period.
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Corporate Governance
and Other Information

EFREIBRHMSHE

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company recognises the importance of corporate transparency
and accountability and is committed to achieving a high standard of
corporate governance. Throughout the six months ended 30 June 2020,
the Company has complied with all the applicable code provisions
of the Corporate Governance Code (the “CG Code”) and Corporate
Governance Report, contained in Appendix 14 to the Listing Rules, save
and except as explained below:

Pursuant to code provision A.2.1 of the CG Code, the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual. During the period from 1 January
2020 to 29 February 2020, Mr. Qin Yongming (“Mr. Qin”) held the
offices of chairman (“Chairman”) and chief executive officer (“CEQ")
of the Company. The Board believed that vesting the roles of both
Chairman and CEO in the same person provided the Company with
strong and consistent leadership and allowed for effective and efficient
planning and implementation of business decisions and strategies.
Accordingly, the Directors considered that the deviation from provision
A.2.1 of the Code was appropriate in such circumstance.

Mr. Qin had tendered his resignation as the CEO of the Company with
effect from 1 March 2020 to focus on his other roles in the Group,
but remains as an executive Director of the Company and chairman
of the Board. Mr. Rafael Heinrich Suchan was appointed as CEO of
the Company with effect from 1 March 2020. Going forward, the
change of the CEO will allow the Company to better comply with the
requirement under code provision A.2.1 of the CG Code.

The Company will, from time to time, review the effectiveness of the
Group's corporate governance structure and consider whether any
changes are necessary.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS OF
LISTED ISSUERS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules as its own code of conduct regarding directors’
securities transactions by Directors. All Directors have confirmed the
specific enquiries made by the Company, that they have complied with
the required standard set out in the Model Code during the six months
ended 30 June 2020.
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Corporate Governance and Other Information

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 listed securities of the Company during the six
months ended 30 June 2020.

INTERIM DIVIDEND

The Directors do not recommend the payment of an interim dividend
for the six months ended 30 June 2020.

SIGNIFICANT EVENTS

The Company and any of its subsidiaries did not have any significant
events after 30 June 2020.

REVIEW OF INTERIM REPORT

The Audit Committee has reviewed the accounting principles and
practices adopted by the Group and discussed the financial matters
and internal control systems, including reviewed and approved of the
Group’s unaudited condensed consolidated results for the six months
ended 30 June 2020 and this interim report.

CHANGES OF INFORMATION IN RESPECT OF
DIRECTORS

In accordance with Rule 13.51B(1) of the Listing Rules, the changes
in information required to be disclosed by Directors pursuant to
paragraphs (a) to (e) and (g) of Rule 13.51(2) of the Listing Rules after
the publication of the Annual Report 2019 of the Company are set out
below:

Experience including other directorships

(a) Dr. Loke Yu Alias Loke Hoi Lam ([FEi#§#K)
non-executive Director,

an independent
has resigned as an independent
non-executive director of Tianhe Chemicals Group Limited (Stock
Code: 1619) with effect from 31 May 2020.
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Condensed Consolidated Statement of

Profit or Loss
SRR EmE

Six months ended 30 June

BEAA=THILEAEA

2020 2019
—E-EF —E-NF
Notes HK$M HK$M
=2 BEBTT BEBIT
(Unaudited) (Unaudited)
(REEERZ) (REEEZ)
Revenue g 6 5,843.7 8,700.3
Cost of sales SHE AR (5,529.3) (8,184.7)
Gross profit EH 314.4 515.6
Other income H AU A 76.9 75.0
Other losses, net H b B8 5 58 7 (55.4) (1.2)
Net reversal of impairment RLEERERD
on financial assets FE 0.2 20.9
Distribution and selling expenses D REERT (23.6) (25.1)
Administrative expenses THHAX (518.8) (528.7)
(206.3) 56.5
Finance income B A 8 6.3 12.8
Finance costs B 7S R AN 8 (119.1) (107.0)
Finance costs, net B B R ANV 58 (112.8) (94.2)
Share of post-tax loss of FEAG B A B BR T 1&
an associate E51E - -
Share of post-tax profits of Bl & &R TE R T
joint ventures 30.5 38.0
(Loss)/Profit before income tax BRETERLAT (E518) /%A (288.6) 0.3
Income tax credit FiSfiik e 10 0.7 0.8
(Loss)/Profit for the period R (BER) & 9 (287.9) 1.1
(Loss)/Profit attributable to: ATR& A B (E8), &8 F
Shareholders of the Company ¥iNNE 1851 (278.7) 2.0
Non-controlling interests FE PR R = 9.2) (0.9)
(287.9) 1.1
(Loss)/Earnings per share attributable 7N 2 &) B R B HA A
to shareholders of the Company Zh (E18) BT
for the period (expressed in (AFBRAETIIR)
HK$ per share)
Basic (loss)/earnings per share GREAN (F18) &F 12 0.17) 0.001
Diluted (loss)/earnings per share SRESE (B1E) &F 12 (0.17) 0.001

B ECAR AN EE AR T BEBE A
AR — 25 -

The notes on pages 42 to 64 form an integral part of this interim
condensed consolidated financial information.
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Condensed Consolidated Statement of
Com rehensive Income

HH...maéEllﬁﬁﬁ

Six months ended 30 June
BZEAA=1THLAEA

2020 2019
—E-EF —E-NE
HK$M HK$M
BEERT BEBTT
(Unaudited) (Unaudited)

(REEXK) (REEZ)

(LossyProfit for the period BA(ER) % (28799 11
Other comprehensive loss Eﬂﬂéﬁﬁﬂi
Item that may be reclassified to Rl GEEFT 4R

profit or loss: iEoyed ] E’ :
Currency translation differences X Z (147.4) (34.0)
Items that will not be reclassified to BT EEFZEE

profit or [oss: Bm o HE
Remeasurements of post-employment BN EREERRBEZ

benefit obligations BAEE (0.2) (0.9)
Share of other comprehensive loss of EhEEhzE

jointventues . AzEes 0-5)_
Other comprehensive loss for the period iR HtZmEE  (1481) (34.9)
Total comprehensive loss for the period HRN2HEEEBRE (436.0) (33.8)
Total comprehensive loss UT&FEEABHAZE

for the period attributable to: EiEEE:

Shareholders of the Company ZAN/N] (424.8) (32.5)

Non-controlling interests FEFE IR M (11.2) (1.3)

(436.0) (33.8)

The notes on pages 42 to 64 form an integral part of this interim 428 64 MM st AR HESARA B %
condensed consolidated financial information. BRH—D -
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Condensed Consolidated
Balance Sheet

BilGmeEEaER

At 30 June At 31 December
2020 2019
R=-ZF=% RZF—NEF
AB=+H +=ZA=+—H

Notes HKS$M HK$M
Bt 5 BHEET BEBT
(Unaudited) (Audited)
(REER) (fEEZ)
ASSETS BE
Non-current assets RBEE
Property, plant and equipment Y - BB R 13 2,774.2 2,982.9
Right-of-use assets ERAEEE 1,124.3 1,185.8
Investment properties w"EME 38.4 9.1
Intangible assets mpEE 1,079.7 1,115.0
Investments accounted for using FREREARZEE
the equity method 634.6 630.9
Financial assets at fair value through #EZAFEFABRZERMEE
profit or loss 1.9 1.9
Financial assets at fair value through #EAFEFAHEMEZEUEE 2
other comprehensive income TREE 96.9 98.7
Other deposits and receivables H iz & K& E W I8 14 16.6 17.0
Deferred income tax assets BEMBEHREE 94.4 109.3
5,861.0 6,150.6
Current assets REEE
Inventories FE 1,273.9 1,495.9
Trade, bills and other receivables B 5 - B8R & E b fE W SR IE 14 1,482.3 1,375.8
Fixed return investment & E B 3R E - 88.4
Amounts due from related parties JE UK BA BEE 77 SRR 20 97.5 47.9
Derivative financial instruments PTESRBTA 27.1 25.0
Tax recoverable A 3R [B] 7% 18 16.0 29.9
Pledged bank deposits BRI RITIFER 143.1 191.7
Cash and cash equivalents ReRkBEELFEIER 573.3 784.8
3,613.2 4,039.4
Total assets EEAE 9,474.2 10,190.0
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Condensed Consolidated Balance Sheet
iSRG EE8EE

At 30 June At 31 December
2020 2019
R=-ZF=% RZF—NEF
~B=+H +ZA=+—H

Notes HK$M HK$M
B 5 BHEBTT BEBT
(Unaudited) (Audited)
(REERZ) (K 2#E%)
EQUITY AND LIABILITIES REREE
Equity attributable to shareholders Z< 7 T Ig 3R fE {5 #E %5
of the Company
Share capital N 15 16.1 16.1
Other reserves H b # 6,468.8 6,614.9
Accumulated losses RETEIE (1,968.4) (1,689.7)
4,516.5 4,941.3
Non-controlling interests PR = (20.6) (10.3)
Total equity RS 4,495.9 4,931.0
Non-current liabilities FRBEE
Borrowings &K 16 193.1 226.4
Lease liabilities HEBE 500.7 569.4
Retirement benefit obligations RIREAE E 25.6 27.3
Other payables H &~ RRIB 17 93.6 96.6
Deferred income tax liabilities BEEMSHREBE 321.1 342.8
1,134.1 1,262.5
Current liabilities REBEE
Trade, bills and other payables B25 EBERHEMEMNKIE 17 1,193.8 1,066.9
Current income tax liabilities BNERFT ST B (& 61.4 101.2
Borrowings fa 16 2,258.1 2,569.0
Lease liabilities HEEE 190.8 191.7
Amounts due to related parties JE 1< BA BS 75 SRR 20 63.8 37.5
Derivative financial instruments TES@MIT A 76.3 30.2
3,844.2 3,996.5
Total liabilities 8EEE 4,978.3 5,259.0
Total equity and liabilities EEAErREE 9,474.2 10,190.0

The notes on pages 42 to 64 form an integral part of this interim 428 64 MM st AR HESARA B %
condensed consolidated financial information. BRH—D -
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Condensed Consolidated Statement of

Changes in Equity
ARG EEnZEEIE

Unaudited
AEEH
Attributable to shareholders of the Company
ARARRESR
Re- Foreign
Capital Statutory  Enterprise - measurement currengy Non-
Share Share  redemption Capital general  expansion  of pension  translation  Accumulated controlling Total
capital ~ premium eserve reserve eserve fund plans eserve osses Sub-total interest equity
hAEE BA EE-R  0FER ENHE MWER Fik
fx  RiHEE G G G £ gikend F%  Z:ERE NGt R iz
HKSM HKSM HKSM HKIM HKSM HKSM HKSM HKSM HKIM HKSM HKSM HKSM
BEET AEEL BEAT ABRT  BERT  AEEr  BEAT  ABAL  REAT  ABRT  REET  AEER
(Note 1) (Note ii) (Note il
(Bat) (W) (moati)
At 1 January 2019 W=F-nE-A-H 16.1 5911.9 03 2109 1071 107.1 24 380.5 (1,561.0) 51753 (294) 51459
Comprehensive incomel(oss) 2@k (B8)
Profit/loss) for the period B/ (B8) - - - - - o o o 20 20 (09 11
Total other compreensive loss BnEprEBRER
for the period, net of tax pilbzA
Currency translation differences EXEE - - - - - = = (336) - (336) (04) (340)
Remeasurements of post-employment ~ EXitEEEER
benefit obligations stz BHEL - - - - - - (0.9 = - (09 - (09
- - - - - - (0.9) (33.6) - (34.5) (0.4) (34.9)
Total comprehensive {loss)fincome BN2E (5R) haLs
for the period, net of tax b3 - - - - - - (0.9 (336) 20 (325) 13 (338)
Transactions with shareholders in their ~ ERR (ARRE1)
capactty as shareholders ETZRH
Contributions from FRRESTE
non-controlling interests - - - - - - - - - - 88 88
Deregistration of a subsidiary with HERRFERER .
non-controlling interests F27 - - - - - - - - - - 42 42
Total transactions with sharefolders ARE (ARRS1R)
in their capactty as sharefolders ETLR588 - - - - - - - - - - 130 130
At 30 June 2019 (unaudited) R-E-AEAA=1H
(*E%5H) 161 59119 03 2109 107.1 107.1 15 69 (15590) 51428 (77 5151
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Condensed Consolidated Statement of Changes in Equity

ARG IRaEEIE

Unaudited
AEEH
Attributable to shareholders of the Company
ARRRRE
Re- Re- Foreign
Capital Statutory  Enterprise measurement measurement  currency Non-
Share Share  redemption Capital general  expansion  of pension o financial ~ translation Accumulated controlling Total
capital  premium reserve reserve reserve fund plans assets reserve losses ~ Sub-total interest equity
R RA  EE-& 0REE  ENHE  ENHE  MER JEAR

fx  RiHEE B 1] Bk %
HKIM HKSM HKSM HKSM HKIM HKSM
BEET REET BEEn  AEET  BEAT  BEET
(Notei) (Note ii) (Note ii)

(W) (ki) (M)

Rifeits SRAE Bf 268 st Ba  BEg
HKSM HKSM HKSM HKSM HKSM HKSM HKSM
ABET EEAT BEAT BEAT BERL BERL  BEER

At 1 January 2020 R=E-F5-5-H 16.1 59119 03 2109 1071 1071 (6.1) (6.1) 289.8 (1689.7) 49413 (103) 49310
Comprehensive oss 2EER
Loss for the period BRER - - - - - - - - - (sn)  @m) 02 (2879
Total other comprehensive loss BREMRERE
for the period, net of tax 9% NhHE
Currency translation differences 353 - - - - - - - - (145.4) - (145.4) 20 (1474)
Remeasurements of post ENEEEERRR KL
employment benefit obligations A& - - - - - - (02) - - - (02) - (02)
Share of other comprehensive loss — ElEEERE 2 EH2E
of joint ventures E# - - - - - - (05) - - - (05) - (05)
- - - - - - 07 - (145.4) - (146.1) (2.0) (148.1)
Total comprehensive loss for Bn2EER
the period, net of tax 88 NRHE - - - - - - (07 - (54 sn) (4 (112 (36.0)
Transaction with shareholders in their SR (MARR5(7)
capacity as shareholders #1225
Contribution from FiERER, TR
non-controlling interests - - - - - - - - - - - 09 0.9
Total transaction with shareholders in ERR (ARRS1H)
their capacity as shareholders ETRAEE - - - - - = - - - - - 09 09

At 30 June 2020 (unaudited) RZZ-FF~AZ1H

(78%%) 161 59119 03 2109 107.1 107.1

(6.8) (6.1 1444 (19684) 45165 (206) 44959

Notes:

0]

(i)

Capital reserve represents the sum of (a) the difference between the nominal value
of the aggregate share capital and share premium of the subsidiaries acquired by
the Company upon a group reorganisation in 2008 and the nominal value of the
Company'’s shares issued in exchange and (b) a capitalisation of shareholders’ loans in
2010.

Statutory general reserve and enterprise expansion fund represent the appropriation
of 10% of profit after tax determined based on the relevant accounting rules and
regulations of the PRC as required by the Articles of Association of the Company’s
PRC subsidiaries. The appropriation may cease to apply if the balance of the
statutory general reserve and enterprise expansion fund has reached 50% of the PRC
subsidiaries’ registered capital. The statutory general reserve and enterprise expansion
fund can be used to make up prior year losses or to increase share capital.

The notes on pages 42 to 64 form an integral part of this interim

condensed consolidated financial information.

(i) BAFEEEQAR AN T NFEEEMARPAT
WEFRARAREMNEEGE L EEEARR
RPBEEMBTROZAENZERO)-F—F
FERAMEBRERK

(i) AARHEFRAMAMERZARRE ARES
BUARRR & R AR ROXRETE SRR B 10% A
EE-—RHEBREFRERES - AT —RERFR
TCEFEFRESHFETEF AR EMEARN50% -
AT IR R E —RBBREEBERESTH
R BEFEBESIEMARA -
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Condensed Consolidated Statement of

Cash Flows
Bz IREREE

Six months ended 30 June
BEANA=1THLAKEA

2020 2019
—E-EF —E-NF
HK$M HK$M
HEAT BEBTT
(Unaudited) (Unaudited)
(REEZ) (REEZR)
Cash flows from operating activities RETHRBELSR
Cash generated from operations KEFBHRE
before changes in working capital (BEESEFAT) 133.4 181.9
Changes in working capital BEEGE 173.9 217.6
Cash generated from operations REMBRE 307.3 399.5
Interest paid BT F B (117.0) (116.7)
Tax paid, net B X NI FEE (24.3) (43.3)
Net cash generated from RETEE
operating activities H& 38 166.0 239.5
Cash flows from investing activities RETEHMBRER
Purchases of property, plant and BEYE WEREE
equipment and intangible assets AN & = (104.3) (126.0)
Proceeds from disposal of property, HEWE  BER&E
plant and equipment and AR B A E 2 5 RIE
intangible assets 23.6 135.5
Placement of pledged bank deposits FEABEBETER (23.9) (132.8)
Withdrawal of pledged bank deposits REBEHRRTENX 69.2 154.4
Redemption of fixed return investment & [0 [& 7E B ik & 90.6 =
Investment in a joint venture RE—HEeEE (7.9) (4.1)
Dividend received from joint ventures BREELERE 1.9 20.5
Other dividends received B U E At R S - 4.0
Settlement of remaining consideration HEREBWBEN AT EMARE
payable for previous acquisition of
business (3.0) -
Interest received =Rl ES) 2.7 3.4
Net cash generated from REFTHMEREFHE
investing activities 48.9 54.9
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Condensed Consolidated Statement of Cash Flows
Sl IREREER

Six months ended 30 June
BZEAA=1THLAEA

2020 2019
—E-EF —E-hF
HK$M HK$M
BEAT AEBTT
(Unaudited) (Unaudited)
(REEZ) (REEZR)
Cash flows from financing activities RETBMEELSR
Proceeds from bank borrowings RITERZ TS KIE 135.1 432.8
Repayments of bank borrowings EEBIBITER (411.8) (868.1)
Change in short-term other AR HE M 8 R BT AR
borrowings, net (8.7) 39.1
Repayments of other borrowings B& H A &R (38.8) -
Repayment of lease liabilities BEHEARE (90.5) (70.3)
Contributions from non-controlling IR T E
interests 0.9 8.8
Net cash used in financing activities REEEHMARES TR (413.8) (457.7)
Cash and cash equivalents at beginning HyzRe kReEFEEAR
of the period 784.8 697.1
Net decrease in cash and RekReEFEBEB RS FHE
cash equivalents (198.9) (163.3)
Exchange differences on cash and RekBFeFEEEZ
cash equivalents EHZER (12.6) 2.9
Cash and cash equivalents HARzREREEEEER
at end of the period 573.3 536.7

The notes on pages 42 to 64 form an integral part of this interim
condensed consolidated financial information.
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Notes to the Condensed
Consolidated Financial Information

R4 S B 5 Sl b 5E

1

GENERAL INFORMATION

Chiho Environmental Group Limited (‘the Company’) is an
investment holding company. The Company and its subsidiaries
(together “the Group”) are mainly engaged in the principal
business of resources recycling, involving recycling of mixed
metal, end-of-life vehicle (ELV), waste electrical and electronic
equipment (WEEE), wasted oil and production of aluminum ingots
from zorba in Asia, Europe and North America.

The Company is incorporated and registered as an exempted
company in the Cayman Islands under the Companies Law of the
Cayman Islands with limited liability. The address of its registered
office is Cricket Square, Hutchins Drive, PO. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands.

The Company has its primary listing on The Stock Exchange of
Hong Kong Limited.

This condensed consolidated interim financial information is
presented in Hong Kong Dollar (“HK$"), unless otherwise stated.

Significant events and transactions incurred in the current interim
period has been disclosed in the Management Discussion and
Analysis section in the Interim Report 2020.

BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2020 has been prepared in accordance
with Hong Kong Accounting Standard 34 (“HKAS 34"), ‘Interim
Financial Reporting’ issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA"”). The condensed
consolidated interim financial information should be read in
conjunction with the annual consolidated financial statements for
the year ended 31 December 2019, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs™).

Interim Report 2020
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Notes to the Condensed Consolidated Financial Information

R ER S B F5 S ks B 5

2  BASIS OF PREPARATION (continued) 2 REEE(E)
2.1.1Going concern basis 211 BEKEEE

The Group reported a gross profit of HK$314.4 million
and a net loss of HK$287.9 million, which included an
impairment charge of HK$62.7 million for property, plant
and equipment, for the six months ended 30 June 2020.
As at 30 June 2020, the Group's current liabilities exceeded
its current assets by HK$231.0 million. It had borrowings
of HK$2,451.2 million, of which HK$2,258.1 million are
current borrowings due within twelve months from 30 June
2020. Operating cash flow continues to be positive despite
the pandemic. As at the same date, it had cash and cash
equivalents amounting to HK$573.3 million.

Included in current borrowings as at 30 June 2020 was a
syndicated term loan (the “Syndicated Term Loan”) with an
outstanding principal amount of US$215.0 million, which is
fully repayable in March 2021.

In view of such circumstances, the Directors have
given careful consideration to the future liquidity and
performance of the Group, taking into account the impact
arising from the COVID-19 outbreak if any, and its available
sources of financing in assessing whether the Group will
have sufficient financial resources to continue as a going
concern. Certain plans and measures have been taken to
mitigate the liquidity pressure and to improve its financial
position which include, but not limited to, the following:

o The Group has successfully extended the maturity
date of the Syndicated Term Loan to March 2021;

o The Group continues its efforts to ramp up the
production capability of the new recycling facilities
in Asia, implement measures in Europe and North
America to enhance cash flows from operations, and
further control capital and operating expenditures to
strengthen its working capital. The Directors expect
there will be an increase in cash flows for the second
half of 2020 as industrial growth recovers after the
impact from the pandemic eases and the operations
in Asia ramp up. The Group is also taking advantage
of the rapid rise in copper prices due to tightness in
physical supplies as well as strong demands in China
to sell down its copper inventory; and

BE-_ZE_ZTFA=1THIEN
&l A - A& B 815 E FI31(E1,440
BT K E1EFRE2(88,7908 B
TC B BIEME B &R ER
E6,270B B L - RN_TE_ZTF X
R=+H Xx&EEZRBAEGER
HH R B & E2183,1008 78 7T ©
HE R A241485,1208 870 H
22{85,8108F tRE — T _ZF
NA=THBT=@EA AR
ZMENERK o BB HIREIE -
BHREESREBIMAERTE-
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18 B A5(87,3308 /8T
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Notes to the Condensed Consolidated Financial Information

R %R S Bt v & i) B 5

2

BASIS OF PREPARATION (continued)
2.1.1Going concern basis (continued)

o The Group is actively looking for other sources of
financing including other debt or equity financing to
enhance the capital structure and reduce the overall
financing expenses.

The Directors have assessed the Group's cash flow
projection covering a period of twelve months from 30
June 2020. They are of the opinion that the Group will
have sufficient working capital to finance its operations
and to meet its financial obligations as and when they fall
due within the next twelve months from the date of the
condensed consolidated balance sheet. Accordingly, the
Directors are satisfied that it is appropriate to prepare the
Group’s condensed consolidated financial statements on a
going concern basis.

ACCOUNTING POLICIES

The accounting policies applied are consistent with those of the
annual consolidated financial statements for the year ended
31 December 2019, as described in those annual consolidated
financial statements, except for the estimation of income tax
using the tax rate that would be applicable to expected total
annual earnings and the adoption of amendments to HKFRSs
effective for the financial year ending 31 December 2020.

Amendments to HKFRSs effective for the financial year ending 31
December 2020 do not have a material impact on the Group.

ESTIMATES

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 expenses. Actual
results may differ from these estimates.

In preparing this condensed consolidated 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
annual consolidated financial statements for the year ended 31
December 2019.
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Notes to the Condensed Consolidated Financial Information
& iR%s S i Fs & sl b 5

5 FINANCIAL RISK MANAGEMENT AND 5 SrREREENERTIEA
FINANCIAL INSTRUMENTS
5.1 Financial risk factors 51 S@EREZE

The Group’s activities expose it to a variety of financial risks:
market risk (including foreign exchange risk, interest rate
risk and price risk), credit risk and liquidity risk.

The interim condensed consolidated financial information
does not include all financial risk management information
and disclosures required in the annual consolidated
financial statements, and should be read in conjunction
with the Group’s annual consolidated financial statements
as at 31 December 2019.

There have been no changes in the risk management
policies since year ended 31 December 2019.

Liquidity risk

Compared to year ended 31 December 2019, there was
no material change in the contractual undiscounted cash
out flows for financial liabilities except for the extension of
repayment for the Syndicated Term Loan.

Fair value estimation

The table below analyses the Group's financial instruments
carried at fair value as at 30 June 2020 by level of the
inputs to valuation techniques used to measure fair value.
Such inputs are categorised into three levels within a fair
value hierarchy as follows:

o Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2).

R E5 [B] ) ZE 75 {5 7N S [ T 34 [
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o
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Notes to the Condensed Consolidated Financial Information

R %R S Bt v & i) B 5

5 FINANCIAL RISK MANAGEMENT AND 5 SaEREELAEETAE
FINANCIAL INSTRUMENTS (continued) (&)
5.3 Fair value estimation (continued) 53 AQFEMGE (F)

. Inputs for the asset or liability that are not based on . I FEAR #&% Al &7 R T 5 2R
observable market data (that is, unobservable inputs) ETMEEXEEAAEB
(level 3). (BT rrEiseg AE) (£

=) e
Fair value Valuation technique(s)
Financial assets/(financial liabilities) Fair value as at hierarchy and key input(s)
SREE/ (SRER) RATABNATLE ATEER HERKRTERAHE
30 June 31 December
2019 2019
ZE-hE —Z-NF
AA=+R  tZAEt-H
HKSM HKSM
BEART BEETL
1) Metal commodities future contracts classified as (37.2) (12.9) Level 1 Quoted bid commodities futures prices on
derivative financial instruments in the condensed £ the London Metal Exchange
consolidated balance sheet RALBR MRz ERIEEAE
RERELEERBRTARANE
SRIAZSBHRAE AL
2) Metal commodities future contracts classified as 236 243 Level 2 Par method, taking actively traded future
derivative financial instruments in the condensed (38.9) (17.2) B prices into account
consolidated balance sheet AEE 2ERRERNHEER
KRGS AERBRTARANTE
ERIAZEBARHERN
3) Foreign currency forward contracts classified as 35 07 Level 2 Present value of the future cash flows based
derivative financial instruments in the condensed (0.2) (0.1) EH on forward exchange rates (from observable
consolidated balance sheet forward exchange rates at the end of the
RERELEERBRTARANE reporting period) and contracted forward
SRIAZNERBAEY rates
ENEHER (RREHRTERNEHE
) RBANMERLZNARRE 2ROF
o
4)  Financial assets at fair value through profit or loss 19 19 Level 3 Primarily based on the present value of the
RATEHABR ERHEE =R estimated future cash flows of the investee
entities.
IEENERARBRARRR SRR
fEo
5) Financial assets at fair value through other 96.9 8.7 Level 3 Primarily based on the present value of the
comprehensive income E=8 estimated future cash flows of the investee

BATEAARB2EREZEREE
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Notes to the Condensed Consolidated Financial Information

FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Fair value estimation (continued)

Fair value measurements recognised in the condensed

flRiEae

5 SREARE

(%)

53 DV EME (8)
BMAGAEERBRERNDFE

B¥s & Bl 5

BEhEmITA

consolidated balance sheet: (EEE=%
Level 1 Level 2 Level 3 Total
-8 k1 E=H @t
HK$M HK$M HK$M HK$M
BE%ErT EHEEx HAEBT HEBR
As at 30 June 2020 RZE-ZF A=TH
Assets BE
Financial assets at fair value through ~ RAFEF ABEZ
profit or loss SHEE - - 1.9 1.9
Financial assets at fair value through ~ EAFEFAZMEZEKEZ
other comprehensive income SREE - - 96.9 9.9
Derivative financial instruments TESRMIA - 27.1 - 271
Liabilities =l
Derivative financial instruments MESBTA (37.2) (39.1) - (76.3)
As at 31 December 2019 RZE-NE+ZA=1—H
Assets BE
Financial assets at fair value through ~ BRATFEFABRZEREE
profit or loss - - 1.9 1.9
Financial assets at fair value through ~ RAFEF AL EKEZ
other comprehensive income SHEE - - 98.7 98.7
Derivative financial instruments PTESRIE - 25.0 - 25.0
Liabilities &
Derivative financial instruments fTESRIA (12.9) (17.3) = (30.2)

There were no transfers between the three levels during either
of the period ended 30 June 2020 or year ended 31 December
2019. The management considers that the carrying amounts of
financial assets and financial liabilities measured at amortised cost
in the condensed consolidated financial information approximate
their fair value.

BE_TTFXA=TH HRESE
E-ET-NF+A=+—HLFE"
—EERzELEER BEERS
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SEGMENT INFORMATION

The Group's revenue mainly represents the amounts received or
receivable for the sales of recycled scraps and wastes, net of sales
related taxes, during the year. The Group derives revenue mainly
from the transfer of these goods at a point in time.

In the current interim period, the Group’s Chief Operating
Decision Maker (“CODM"), which has been identified as the
Executive Committee that makes strategic decisions, assesses the
performance of the operating segments based on the measure
of segment profit. This measurement basis excludes the effects
of non-operating gains/losses, such as gain/loss on disposals of
subsidiaries, gain/loss on fair value change of financial assets at
fair value through profit or loss and provision for impairment
on property, plant and equipment. The measure also excludes
centralised costs such as the Group's key managements’
remunerations and other central administrative expenses. Finance
income, finance costs, income tax credit/expenses and those
unallocated income and expenses are not included in the result
for each operating segment that is reviewed by the Group's
CODM. Inter-segment sales are charged at prevailing market
price.

Total segment assets exclude deferred income tax assets,
fixed return investment, tax recoverable, derivative financial
instruments and cash and cash equivalents which are managed
centrally. Information relating to segment liabilities is not
disclosed as such information is not regularly reported to the
CODM.
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Notes to the Condensed Consolidated Financial Information

SEGMENT INFORMATION (continued)

The following table presents revenue and segment profit
information regarding the Group’s reportable segments for the six
months ended 30 June 2020 and 2019 respectively:

ARG MTS &Rt

6 DEHER(FE)
TRABZIEMARERE"T_F
FR-F-AFAAZHBELEANEAT
LH{P B zE R D BEFINER

For the six months ended
HEAEAL
30 June 2020 30 June 2019
ZECEERAZTA ZE-NERA=TH
North North
Asia  Europe  America Unallocated Total Asia furope  America  Unallocated Total
[y B EEN KRR it Eibi| BN HEM AAR 5]
HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKS$M HKSM
BE®n AE#n FEE%n  EEBn  EEBR  EBEAT  BEAT  AEAT  BEAT  BEET
Revenue &
Total segment revenue AikneE 5343 48187 5374 - 5,800.4 1,094.2 6,911.7 8435 - 88494
Inter-seqment sales AHEHE - (#1.0) () - (46.7) - (1164 (327) - (149
External sales Sase 5343 4111 5317 - 5843.7 1,094.2 6,795.3 810.8 - 87003
Seqment lossYprofit A8 (E8) /7 (114.1) 02 89 @50 (1758 (15 1786 120 (246) 95
Finance income BRI 63 128
Finance costs BB (119.1) (107.0)
(Loss)Profit efore income tax ki (BlE) /&7 (288.6) 03
Income tax credt FieiEs 07 08
{Loss)Profitfor the period B (B8) /&7 (267.9) 1
Depreiation and FERERAS
amortisation expenses (#1.8) (157.4) (29) 9.7 (2318) (323 (193.2) (203) (10.6) (216.4)
Fair value gainfloss) on fESBIEIATE
derivative financialinstruments Wi/ (E) - - - 16 16 - - = (0.4) (0.4)
Fair value loss on finandial assets ~ TABAZERAE
through profitor loss LATERR - - - (25) (25) - - - (16) (16)
Gain on disposal of property HEnE BERRER
plant and equipment and EVAE S
intangible assets - - - 31 31 - - - 02 02
Provision for impairment of property, 1% BER#ELZ
plant and equipment WE - - - (62.7) (62.7) - - - (0.6) (0.6)
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R %R S Bt v & i) B 5

6 SEGMENT INFORMATION (continued) 6 DIHER (L)
Segment assets DEEE
Reconciliation of segment assets to total assets as at 30 June RZE_ZTFA=THR=ZZ—NF
2020 and 31 December 2019 are provided as follows: T A=+ —HSBEEREELED
AR -
30 June 2020 31 December 2019
ZBIZERASTA “E-hET-A=t-H
North North
Asia Europe  America Total Asia Europe  America Total
Il B LEN it Tt Bt M fzt
HKSM HKSM HKSM HKSM HKIM HKSM HKSM HKIM

EERn BEEnT FEEER BERT  BEEL  AEEL

BEET BEER

Segment assets PHEE 1,750.4 6,174.7 8383 8,763.4 2,037.9 6,206.0 908.7 9,152.6
Deferred income tax assets EEMEHEE 94.4 1093
Fixed return investment EEm#RE - 834
Tax recoverable AREHE 16.0 299
Derivative financial instruments fEeBIA 2.1 250
Cash and cash equivalents ReRAEEAER 5733 78438
Total assets EEfE

7 OTHER LOSSES, NET

9,474.2

7 HiEiEEE

10,190.0

Six months ended 30 June
BZA~B=1tHILAEA

2020 2019
—EC-=EF —ZT-NF
HK$M HK$M
BEBT AEBTT
Gain/(Loss) on fair value change of: NFEEEBWZE (FEE)
— derivative financial instruments — TSI A 1.6 (0.4)
— financial assets at fair value through —BRATFEFABRZ
profit or loss EHEE (2.5) (1.6)
Foreign exchange gain, net bE H Wz 5 88 3.0 0.7
Gain on disposal of property, plant and HEWE - BER&EER
equipment and intangible assets A E 2 W 3.1 0.2
Provision for impairment of property, plant #1% - &= M & #
and equipment (Note 13) AR (MiE13) (62.7) (0.6)
Others HAh 2.1 0.5
(55.4) (1.2)
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8 FINANCE COSTS, NET 8 EIBAAHR

Six months ended 30 June
BEAA=tTHLEAAEA

2020 2019
—ECEF —ZE-NF
HK$M HK$M
HBEBT AEBTT
Interest income from bank deposits RITFERZFEHA 3.5 5.2
Interest income from joint ventures REAEREZFEKA
(Note 20(a)) (KTE20(a) ) 0.4 0.5
Interest income from related parties B BT 2 R B WA
(Note 20(a)) (KTE20(a) ) 0.2 0.5
Interest income from fixed & E Bl % & 2 F B A
return investment 2.2 6.6
Finance income A 6.3 12.8
Interest expense on bank loans, RITEFR EX
overdrafts, bills payable and SBRENRIER
note payable ENEEZF SR (26.3) (40.3)
Effective interest expense HihfER 2 BERAERAE
on other borrowings (79.5) (57.4)
Interest expense on lease liabilities HEBGEZMERX (13.0) (9.0)
Interest expense on loan from related RE BN
parties (Note 20(a)) FMEREZ (MEE20(@)) (0.3) (0.3)
Finance costs A 75 B AR (119.1) (107.0)
Finance costs, net BT K AN 3 58 (112.8) (94.2)
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R %R S Bt v & i) B 5

9

10

(LOSS)/PROFIT FOR THE PERIOD 9 HiA (EE), aF
(Loss)/Profit for the period has been arrived after charging/ Mk (Gt A) THIFREZERZ BN
(crediting): (E8) aF
Six months ended 30 June
BEAA=+THLEAMEA
2020 2019
—EZEF —ZE-NF
HK$SM HK$M
BEER BEBT
Changes in inventories of work-in-progress 72 M &K BEFEE <
and finished goods b= ) 175.0 219.0
Raw materials and consumables used BT A IR ROE AR f 4,206.7 6,680.0
Provision for/(Reversal of provision for) GFEEE/ (BEEED)
inventories, net R 50.5 (11.1)
Employee benefit expenses EERNAX 497.3 586.0
Depreciation and amortisation expenses mEREHRAS 231.8 216.4
Legal and professional expenses FERRFEEME 15.9 19.9
INCOME TAX CREDIT 10 FEHER

Hong Kong profits tax has been provided at the rate of 16.5%
(2019: 16.5%) on the estimated assessable profit for the period.

Under the law of the PRC on Enterprise Income Tax (the “EIT")
and the relevant EIT Implementation Regulations, the tax rate of
PRC EIT has been provided at the rate of 25% (2019: 25%) on
the estimated assessable profit for the period.

Germany and USA income taxes have been provided at the rate
of 30% (2019: 30%) and 26% (2019: 26%), respectively, on the
estimated assessable profit for the period.

Taxation on overseas profits has been calculated on the estimated
assessable profit for the period at the rates of taxation prevailing
in the countries in which the Group operates. Income tax expense
is recognised based on management’s estimate of the weighted
average annual income tax rate expected for the period.
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ARG MTS &Rt

INCOME TAX CREDIT (continued) 10 FiSEife (&)
Six months ended 30 June
BZEAA=THILAEA
2020 2019
—EEFE —E—hF
HKS$M HK$M
BHEET BEBIT
Current income tax expense/(credit): B ERAS  (ER) :
Germany = 2.4 24.3
PRC EIT A1 PTG AR 0.9 0.2
Other jurisdictions Hth B ARE = (0.5) 5.3
2.8 29.8
Deferred income tax credit BEFMS IR (3.5) (30.6)
Income tax credit s % (0.7) (0.8)
DIVIDEND 11 B

No dividend was paid or proposed during current and previous
interim periods, nor has any dividend been proposed by the
Company since the end of the reporting period in respect of the
period ended 30 June 2020 and 2019.

AR R A B AR Ko s B AR 5
BN RERRNEFRE  BBE=
TE_RER_FAFANA=FTHL
HRFE) Y e =5 B R R 7 R 2 IR (N (AT IR

B o
o
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R %R S Bt v & i) B 5

12 (LOSS)EARNINGS PER SHARE

12 = (E8),/BF

(a) Basic (@) EXR
Basic (loss)/earnings per share is calculated by dividing the BIREAX (EB18) / BRITEAR
(loss)/profit for the period attributable to shareholders of R EEEAA (EE) 5 kR
the Company by the weighted average number of ordinary ABAR B 2817 & AR AN E T 19 2K
shares in issue during the period. BetEGEH-
Six months ended 30 June
BEAA=tTHLXEA
2020 2019
—E-EF —FNF
HKS$M HK$M
BEAR AEBT
(Loss)/Profit (&8, &R
(Loss)/Profit for the period attributable Zx 2 &) A% 5 fE 15 HA A
to shareholders of the Company (B18) %R (278.7) 2.0
Number of shares R EE
Weighted average number of BETEBRNETHEE
ordinary shares in issue (thousands)  (FA%) 1,605,153 1,605,153
Basic (loss)/earnings per share BREAN (EB) &7
(expressed in HK$) (ABTHR) (0.17) 0.001
(b) Diluted (b) #38

The Group has no potentially dilutive shares outstanding
during the interim periods ended 30 June 2020 and 2019.
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ARG SIS E R st

PROPERTY, PLANT AND EQUIPMENT 13 W% WE K&
During the current interim period, the Group acquired property, RAFRER B - NRE BB AYIE  HE
plant and equipment of HK$102.4 million (2019: HK$124.8 MEE1E2408 BT (ZE—NE 1B
million). Property, plant and equipment with a net book value of 2,480%/_%71:) o REE AR B
HK$23.5 million (2019: HK$135.3 million) were disposed of by EREFEA2,3508 B T - K
the Group during the current interim period. BREHE(ZE—NF 1183,5308 %5
JL) °
For the six months ended 30 June 2020, property, plant and HE—Z-_ZF A A=tHILEAREA"
equipment with net book values of HK$30.9 million (2019: BREFEAR3,00088 T (ZE— 1
HK$8.4 million) were transferred to investment properties. 840E B TT) W% « MR /E K ik B B
EREYZE -
For the six months ended 30 June 2020, the Group recognised HE TENA=FTHIENEA
a provision of impairment on property, plant and equipment of ZKEIEEDMF%% i E K SR E R
HK$62.7 million (Note 7), of which HK$58.3 million were related 6,2708 % 7T (M 5E7) + EH5,8308 &
to certain machineries and equipment in the Greater China region TUERAFRER 2 E TSR REFRM
that are unlikely to provide a meaningful profit contribution in the Hﬂﬁé$%ﬂﬂ%r%a§%?ﬁﬁ¢¥f§ﬁﬁL
future as the Group has relocated the scrap motor dismantling ZrTe MR A EF S RRERAR
operations to South/Southeast Asia. KﬂzﬁﬂﬁEkT/\,fI%Z%Tﬁ'J:ﬁEK °
TRADE, BILLS AND OTHER RECEIVABLES 14 B ZEKEAMERFIE
At 30 June At 31 December
2020 2019
m— = —= qE N _j-LﬂE
ANA=+H +=ZA=+—H
HKS$M HK$M
AEBT BEBT
Trade receivables 2 Z N RIE 1,113.5 983.1
Less: loss allowance B EEE (39.3) (39.9)
Trade receivables, net B 5 W IEF R 1,074.2 943.2
Bills receivables R EWRIE 9.1 14.1
Deposits and prepayments Be REMNRIE 151.6 139.1
Deposits paid for purchase of BERBZEMNZS
raw materials 41.2 39.3
VAT recoverable AR EEE R 99.5 116.4
Other receivables (Note) H e kR (B EE) 123.3 140.7
1,498.9 1,392.8
Less: non-current portion B FERENES
Other deposits and receivables H iz e & EWFKIA (16.6) (17.0)
1,482.3 1,375.8
Note: As at 30 June 2020, the balance includes a receivable of HK$62.8 million feE: RZZB=TF A= +El EHRBERE
(2019: HK$65.2 million) from a government authority in the PRC. FEBFE B2 &R KIE6, 2808 BT (=
T—NF:652088T) °

ELBREEERAT —B-REhPRS
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R %R S Bt v & i) B 5

14 TRADE, BILLS AND OTHER RECEIVABLES 14 E5 ERNEMERTIE

(continued) (&)
At 30 June 2020 and 31 December 2019, the aging analysis of RZZE_ZEFRA=THRZZE—NF
the trade receivables based on invoice date was as follows: TZA=T—HB BSRERIBRESR
AEARBREC TR T ¢
At 30 June At 31 December
2020 2019
R-ZB-FEE R-ZT-NF
AB=+tH +ZA=1+—H
HKS$M HK$M
BEERT BEBT
0 - 90 days 0£90H 1,042.1 885.8
91 - 180 days 91£180H 22.9 48.1
Over 180 days #Bi8180H 48.5 49.2
1,113.5 983.1
15 SHARE CAPITAL 15 R
Authorised share capital SEE R
Numbers
of shares Share capital
RO HE IR 2
(Thousands) HK$M
(FB) ER-
Ordinary shares of HK$0.01 each at R=ZE—hE—A—1-
1 January 2019, 30 June 2019, —E-AFENA=1+H-
1 January 2020 and 30 June 2020 —E-TFE-A—HE
—EEFXA=TH
FREE.0BITZ LB 5,000,000 50
Issued and fully paid ERTRHRE
At 1 January 2019, 30 June 2019, RZE—-hE—HA—1"
1 January 2020 and 30 June 2020 —T-hFA~A=+8-
—ECTE-—HA—HARK
—ETHEXA=TH 1,605,153 16.1
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B¥s & Bl 5

16  BORROWINGS

flRiEae

At 30 June At 31 December

2020 2019
R-ZB-ZF R_ZT—NF
ANA=+HB +TZRA=+—H
HK$M HK$M
BEABRT BEAT

Non-current IR E
Bank borrowings RITE K 193.1 226.4

Current mE

Bank borrowings RITEK 291.0 547.3
Other borrowings (Note) H M fE R (FeE) 1,967.1 2,021.7
2,258.1 2,569.0
Total borrowings 18R 2,451.2 2,795.4

Note: As at 30 June 2020, the balance included the Syndicated Term Loan of

US$215.0 million maturing on March 2021.

EaRREBERAT

——

o P i

T_TFENA=TH ZEKRBIER
BB R2181,5008 % ER =T = —
A
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R %R S Bt v & i) B 5

17 TRADE, BILLS AND OTHER PAYABLES 17 5 ERNEMENTIE

At 30 June At 31 December
2020 2019
R=ZZBZZFF RZIZ-NF
ANA=+HB +tZRA=+—H

HK$M HK$M
BEBER BEAT
Trade payables B 5 e IR 770.0 639.3
Contract liabilities SHEE 26.3 40.0
Other tax payable H i EHiE 73.8 67.5
Accrued salaries and employee benefits st H e kiEEBA 123.9 143.5
Provision for claims and contingencies RERIAEEREE 17.0 17.7
Accrued professional expenses FEFTE XX 16.5 226
Asset retirement obligations BERERT 71.6 72.8
Other payables and accruals H M e RIE R EET B A 188.3 160.1
1,287.4 1,163.5
Less: non-current portion R FERENEL
Asset retirement obligations BEMRBERT (71.6) (72.8)
Other payables H M e IR (22.0) (23.8)
1,193.8 1,066.9
The aging analysis of the trade payables based on invoice date B O N FIBRIEEE B B 2 BRER DT
was as follows: LU
At 30 June At 31 December
2020 2019
R-ZB-ZF RIZ—IF
RB=tH +tZH=+—H
HKSM HK$M
AEBT BEBT
0 - 90 days 0:90H 739.7 601.3
91 - 180 days 912180H 11.1 12.5
Over 180 days HiE180H 19.2 25,5
770.0 6318).3
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18 PLEDGE OF ASSETS 138

As at 30 June 2020 and 31 December 2019, the Group
has pledged the following assets to banks to secure certain
borrowings and general banking facilities granted to the Group:

ARG MTS &Rt

L
W-E—FEAA=+AR-FNF
+=A=+- 8 AREERRTEN
UTEE - ARRETARE 25 T
R ARIRITIEH

t
Bk

i

At 30 June At 31 December
2020 2019
R-ZBZZF RZ-NF
AB=tH +ZA=1+—H

HKS$M HK$M

HEAT AEBTT

Property, plant and equipment Y% BB M 1,951.7 1,905.0
Right-of-use assets EREEE 230.1 288.2
Investment properties wEYHE 33.5 9.1
Inventories "rE 1,050.8 711.7
Trade receivables B 5 W GRIA 702.4 701.7
Pledged bank deposits B IRITIFE K 143.1 191.7
4,111.6 3,807.4
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R %R S Bt v & i) B 5

19 CAPITAL COMMITMENTS 19 BEZREYE
As at 30 June 2020 and 31 December 2019, capital expenditure RZEZZTFA=THR=ZZ—NF
contracted for but not yet incurred is as follows: +ZA=+—HB BINERELEZE
AR

At 30 June At 31 December
2020 2019
R-ZZ2ZZ2F RKR-Z-NF
AA=+H +ZHA=+—H

HK$SM HK$M
HEER BEBT
Capital expenditure contracted BRIHERREREZE
for but not provided in B 75 & R BB R
the condensed consolidated BEARRX:
financial information in respect of:
- acquisition of property, — WY BE k&
plant and equipment 18.9 118.8
— additions in construction in progress —NEEETRE 0.8 2.2
— investment in a joint venture —-RE—ReaBtE - 78
19.7 128.9
20 RELATED PARTIES TRANSACTIONS 20 BEAR S
The Group is controlled by USUMHK which owns 62.85% of REBBAEEBEG AmESHES
the Company’s shares. The remaining 37.15% of the shares are N2 E62.85% % 17 © B #237.15% %X ()
widely held. The ultimate holding company of the Group is Loncin HEZHEAFE AEBRKERA
Group Co., Ltd (incorporated in the PRC). The ultimate controlling ARESEEEER AT (R MK
party of the Group is Mr. Tu. S) o ARE B S ARIERI T AR &
(a) Transactions (@ =%
In addition to those disclosed elsewhere in the condensed bR B E I BRAR & B 7% & KA BT
consolidated financial information, the Group had the DEEEIN AEERBEE-FT
following transactions with its related parties during the —EERZFE-NAFANA=TH
interim period ended 30 June 2020 and 2019. L AR HA HR i o B L R Bt 5 A 1T A
TR e
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20 RELATED PARTIES TRANSACTIONS (continued) 20
(@) Transactions (continued)

All of the transactions were carried out in the normal
course of the Group's business and on terms as agreed
between the transacting parties. They are summarised as

follows:

ARG MTS &Rt

BT X 5 (&)

X5 (%)
MEBERZHURAEEREXESB
RHIRZ 577 it E B R FGE
17 &Esam T

Six months ended 30 June
BZEA~B=1tHILLAEA

2020 2019
—E-EF —E—NF
HKSM HK$M
BEER AEBTT
Sales of goods to M TEHHEEED
— Joint ventures —aEhE 142.9 58.2
— Related parties — A B 156.8 120.6
Purchases of goods from MELATR & 7 PR 7 o
— An associate /NG (9.9) (1.5)
— Joint ventures —a2hE (90.0) (144.4)
— Related parties — A (38.1) (61.1)
Interest income from RERTERZHEHA
— Joint ventures —EEE 0.4 0.5
— Related parties — @A 0.2 0.5
Interest expense to SR TFTRTER ZHEREZ
— Related parties — A E (0.3) (0.3)
Other income from (Note (i)) REMATEFT 2 H AW A
(HEEEG))
— Joint ventures —a b 2.0 0.8
— Related parties — A 1.8 2.7
Administrative expenses to (Note (i) X FUTNEH 2T
CHEEE (i)
— Joint ventures — e - (0.1
— Related parties — AN (1.1) (0.4)
Financial guarantee to ML T &7 R 2 @ miER
— Related parties — A E 1.1 .2

Notes: B 5 -

HitWATEBHEERBERA H2KA
RABEWA -

(i) Other income mainly comprised of management fee income, rental (i)
income and commission income.

(i) Administrative expenses mainly comprised management fee, lease (ii) THERXTEAFEERE HeMIRR
expense and service fee. BEo
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20 RELATED PARTIES TRANSACTIONS (continued) 20 BB AERS (&)
(b) Key management compensation (b) FEEEEFM
Key management includes chairman of the Company, all TEEEERRBEARARAER -2
directors, chief executive officer, chief financial officer, BEE (THRER aFYBEE -
chief operation officer and chief investment officer. The BEEBEREREEE BiE
compensation paid or payable to key management for HEERBMENIENEEE
employee services is shown below: BENFMSIRIT :
Six months ended 30 June
BEXAA=tTHLEAEA
2020 2019
—E-EF —ENF
HKS$M HK$M
BEAT AEBTT
Wages and salaries, including TERY < BIEEH
restructuring costs and other PR Rz ELAth 4% 1 178 4 7
termination benefits 9.4 8.1
Pension costs — defined RIKE KA — R EHRKEE
contribution plans - -
Other employee benefits Hife @A - 0.7
Total #5t 9.4 8.8
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20 RELATED PARTIES TRANSACTIONS (continued) 20 B AR5 ()
() Period-end balances () HIR#SR

At 30 June At 31 December
2020 2019
R=ZZBZZF RZIZNF
ANA=+HB +TZRA=+—H

HKSM HK$M
BE#BT BEAT
Receivables from: JEUTIA T & 5 5R3E -
— Joint ventures (Note (i)) —aE 0% (M) 71.3 33.9
— Related parties (Note (i)) —aE s (HEEEG)) 26.2 14.0
97.5 47.9
Payables to: FERTPAT & 5 703E -
— Joint ventures (Note (ii)) —&E 2 (M) (33.5) (15.5)
— Related parties (Note (ii)) — AR (BT Gi)) (30.3) (22.0)
(63.8) (37.5)
Notes: B =
(0) The receivables from joint ventures and related parties include trade (i) S &b RN RIEBREE
receivables and other receivables. Trade receivables are repayable SRYGRIER KRR HIE-E 5
within 60 days, and other receivables are repayable on demand. Both FEUWRIBZARG60R NEE - H A&
of them are unsecured and non-interest bearing. YR IE Bl B4R SR (E 38 - s K
B RBEER R TR S
(i) The payables to joint ventures and related parties include trade (i) BREEhEREARTREBREE
payables and other payables. Trade payables are repayable within 60 SENREREMENKIEBE-E5
days, and other payable are repayable on demand. Both of them are P FRIBZA G0 R ME R - il H A
unsecured and non-interest bearing. AT RIBRIZAREREE - Z WA

HIBREG R EER R E
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S8R

2l

e BE Sl b EE

CONTINGENCIES

(a)

(b)

The Company is one of the defendants to a legal claim
by Delco regarding an alleged non-payment of a portion
of the loans advanced by Delco Asia to subsidiaries of the
Company, amounting to approximately HK$57.8 million
together with interest and costs. Delco alleged that it
acquired the assets and liabilities of Delco Asia in 2011.
Delco Asia was dissolved by deregistration in 2012. Each
of Mr. Fang and HWH undertook to the Company to
indemnify and hold the Company harmless on demand
against all losses arising out of, inter alia, this claim in
accordance with the terms of a letter of indemnity signed
by Mr. Fang and HWH in favour of the Company on 17
December 2015 (the “Indemnity”).

The court case is still in progress. The directors of the
Company, after taking legal advice from its legal advisers
and in review of the Indemnity and the Escrow Account,
are of the opinion that it is not probable that an outflow of
resources embodying economic benefits will be required to
settle this claim. Accordingly, no provision of this claim has
been made.

The Company and Chiho-Tiande (HK) Limited (“CTHK"), a
wholly-owned subsidiary of the Company, are two of the
defendants to another legal claim by Delco regarding an
alleged breach of a letter of undertaking in relation to a
convertible bond issued by the Company and subscribed for
by Delco. Delco further claimed against CTHK for a sum of
US$1.0 million, allegedly advanced by Delco Asia to CTHK.
Delco further claimed interests, costs and further or other
relief of approximately HK$6.3 million.

The court case is still in progress. The directors of the
Company, after taking legal advice from its legal advisers,
are of the opinion that it is not probable that an outflow of
resources embodying economic benefits will be required to
settle this claim. Accordingly, no provision of this claim has
been made.

Interim Report 2020

21

A H

(a)

(b)

XA R ADelcoft B R E &
Delco Asia# i T 2N A &) F A Al &Y
B EREEELS, 7808 B LiE R
FMERBHEERMZEENERER
BRI EAZ— DelcoBfBEE
RZZT——FU#EDelco Asiaf) &
ERBE-NRZ=ZF— % Delco
Asia ABUEHREM 75 N ARAR ° 5 SR A&
RHWHE B AR al &% @ B I&
73 A EHWHIAR R Bl AR 2 A
R=ZF—RF+=-_A+tB%E
SR 18 R R IR FR - RE AR A A
(H B kRBEEENE
BRREARRRDZEIEL ([
1)

RBRREEETH -KEBAR
RARERNEARE R NEMR
EREREFPR ARAREER
RB B REE AT S G B A
ERAYMH o Et - WL RER(E
R -

ARARRARBZEZEFREIE
ERM(BEB)BERAF ([BE
K E B ) ADelcoft B FHIE X
ANAR)FTEE 1T M DelcoFTRRRE Z /]
HRRAE 5 P I 2 3G R 52
S —REAERENMABHES
A ° Delcoit — 2RI & Kith & B
HR& 1008 ETT LK BER
7= HiDelco Asia#\ ff ¥ 25 & Kb &
o DelcoB BRFE -AE R#E
—FRHEMEL PR EFEAI630

BT

AR LEEETH BERBAR
EDERBERMNERBERE A2
REERABELRETAEE
BUEBER SRR o FL - WL
SR E LB -



BOARD OF DIRECTORS
Executive Directors

Mr. Qin Yongming (Chairman)
Mr. Tu Jianhua

Mr. Rafael Heinrich Suchan (Chief Executive Officer)

(appointed with effect from 1 March 2020)
Mr. Martin Simon (Chief Financial Officer)
(appointed with effect from 23 June 2020)

Independent Non-Executive Directors

Dr. Loke Yu
Ms. Qian Liping
Mr. Ko Frankie Andrew
(appointed with effect from 19 February 2020)
Mr. Zhu Hongchao
(resigned with effect from 19 February 2020)

EXECUTIVE COMMITTEE

Mr. Qin Yongming (Chairman)
Mr. Tu Jianhua
Mr. Rafael Heinrich Suchan
(appointed with effect from 1 March 2020)
Mr. Martin Simon
(appointed with effect from 23 June 2020)

AUDIT COMMITTEE

Dr. Loke Yu (Chairman)
Ms. Qian Liping
Mr. Ko Frankie Andrew
(appointed with effect from 19 February 2020)
Mr. Zhu Hongchao
(resigned with effect from 19 February 2020)

NOMINATION COMMITTEE

Mr. Qin Yongming (Chairman)
Dr. Loke Yu
Ms. Qian Liping
Mr. Ko Frankie Andrew
(appointed with effect from 19 February 2020)
Mr. Zhu Hongchao
(resigned with effect from 19 February 2020)
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REMUNERATION COMMITTEE

Mr. Ko Frankie Andrew (Chairman)
(appointed with effect from 19 February 2020)
Dr. Loke Yu
Ms. Qian Liping
Mr. Zhu Hongchao
(resigned with effect from 19 February 2020)

STRATEGY AND INVESTMENT COMMITTEE

Mr. Qin Yongming (Chairman)
Mr. Tu Jianhua
Mr. Rafael Heinrich Suchan

(appointed with effect from 1 March 2020)
Mr. Martin Simon

(appointed with effect from 23 June 2020)
Mr. Goh Kian Guan

PRICING COMMITTEE

Mr. Qin Yongming (Chairman)
Mr. Rafael Heinrich Suchan

(appointed with effect from 1 March 2020)
Mr. Martin Simon

(appointed with effect from 23 June 2020)
Mr. Udo Langhans

AUTHORISED REPRESENTATIVES

Mr. Tu Jianhua
Ms. So Shuk Yi Betty

(appointed with effect from 24 July 2020)
Ms. Yiu Yi Ting

(resigned with effect from 24 July 2020)

CHIEF FINANCIAL OFFICER

Mr. Martin Simon
(appointed with effect from 23 June 2020)

COMPANY SECRETARY

Ms. So Shuk Yi Betty

(appointed with effect from 24 July 2020)
Ms. Yiu Yi Ting

(resigned with effect from 24 July 2020)
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AUDITOR

PricewaterhouseCoopers
Certified Public Accountants
Registered Public Interest Entity Auditor

LEGAL ADVISORS

Conyers Dill & Pearman (Cayman Islands)
DLA Piper (Hong Kong)

Deacons (Hong Kong)

Dechert (Hong Kong)

LC Lawyers LLP (Hong Kong)
Ashurst (Hong Kong)

Aber-Law (Thailand)

Latham & Watkins LLP (Germany)
CMS Hasche Sigle (Germany)
Menold Bezler (Germany)
Acuminis (US)

Withers Worldwide

PRINCIPAL BANKERS

Standard Chartered Bank (Hong Kong) Limited

The Hongkong and Shanghai Banking Corporation Limited
Bank of China

Agricultural Bank of China

KeyBank National Association

Targo Bank

Landesbank Baden-Wurttemberg (LBBW)

REGISTERED OFFICE IN CAYMAN ISLANDS

Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

REGISTERED OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

48 Wang Lok Street
Yuen Long Industrial Estate
Hong Kong

GROUP HEADQUARTERS

23/F, Infinitus Plaza
199 Des Voeux Road Central
Hong Kong
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KeyBank National Association

Targo Bank

Landesbank Baden-Wurttemberg (LBBW)

FEHSEMRER
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HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

No. 8, Baijin Road

Taizhou Renewable Metal Resources Industry Base
Lugiao, Taizhou

Zhejiang

The PRC

HEADQUARTERS IN EUROPE

Berndt-Ulrich-Scholz-Str.1
73457 Essingen
Germany

HEADQUARTERS IN NORTH AMERICA

2144 W. McDowell Road
Phoenix, AZ 85004
USA 85009

* For business addresses of other principal operational bases of the Group, please refer
to the Company’s website.

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited

Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR
AND TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

WEBSITE

www.chihogroup.com

STOCK CODE
Hong Kong Stock Exchange 976
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