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Independent Review Report

BYERRE

TO THE BOARD OF DIRECTORS OF
XIN YUAN ENTERPRISES GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on
pages 7 to 30 which comprises the condensed consolidated
statement of financial position of the Company as at 30 June
2020 and the related condensed consolidated statement of
profit or loss, condensed consolidated statement of profit or
loss and other comprehensive income, condensed consolidated
statement of changes in equity and condensed consolidated
statement of cash flows for the six-month period then ended,
and a summary of significant accounting policies and other
explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” (“HKAS
34") issued by the Hong Kong Institute of Certified Public
Accountants (the "HKICPA"). The directors are responsible for
the preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is to
express a conclusion on this interim financial information based
on our review and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this
report.
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Independent Review Report

B ERRE

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information is not
prepared, in all material respects, in accordance with HKAS 34.

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 1 in the condensed consolidated
financial statements, which indicates the Group had net current
liabilities of US$15,497,000 as at 30 June 2020. As stated in Note
1, this condition indicates that a material uncertainty exists that
may cast significant doubt on the Group’s ability to continue as
a going concern. Our conclusion is not modified in respect of
this matter.

RSM Hong Kong

Certified Public Accountants
Hong Kong

27 August 2020
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Condensed Consolidated Statement of Profit or Loss

s EER

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

Six months ended 30 June

BZ6H30HIAEA

2020 2019

2020 F 2019 4F

Note US$'000 US$'000

B 5 FEx FE

(unaudited) (unaudited)

(REEZ) (RE&EZ)

Revenue g 5 29,607 24,581
Cost of sales 3 E A AR (20,663) (17,520)
Gross profit EF 8,944 7,061
Other income Ha A 365 1,226
Administrative expenses TR Z (1,428) (1,080)
Other operating expenses HAth & B (578) 612)
Exchange gains/(losses), net BE 5 e (518 ) 58 566 (124)
Profit from operations REFEHEHN 7,869 6,471
Finance costs B TE R AN (2,855) (3,218)
Profit before tax MREBLAER 5,014 3,253
Income tax expense FT1S TR X2 6 - -
Profit for the period H A& F 5,014 3,253

Earnings per share BRER 9

Basic (cents per share) EHAR(=RA) 1.23 0.81
Diluted (cents per share) B (gadl) N/A 7 iE A N/A i A

BEREXEBMER AR /2020 Fh RS



Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HRGAEEEREME2EKER

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

Six months ended 30 June

BZ6H30BLANEAR
2020 2019
2020 F 20194
US$'000 US$'000
FEx FET

(unaudited) (unaudited)
(REEEZ) (REgEZ)

Profit for the period HA R ia Al 5,014 3,253
Other comprehensive income: HZEUWA :
Items that may be reclassified to AR EFT DM AR -

profit or loss:
Exchange differences on translating BMEGINETFRIIE K ERR

foreign operations (25) (15)
Other comprehensive income for BB ENBAREMZEEBA

the period, net of tax (25) (15)
Total comprehensive income BMRE2EBALE

for the period 4,989 3,238

8 XIN YUAN ENTERPRISES GROUP LIMITED / INTERIM REPORT 2020



Condensed Consolidated Statement of Financial Position

A AR & B B AR R 3R

At 30 June 2020 72202046 H 30 H

30 June 31 December

2020 2019
2020 F 2019
6 H30H 12H31H
Note US$'000 US$'000
BiaE FEx FET
(unaudited) (audited)
(REEX) (&%)
ASSETS BE
Non-current assets FREBEE
Property, plant and equipment W - BEM&E 10 97,477 100,014
Right-of-use-assets EREEE 11 106,021 108,918
Total non-current assets FRBEERE 203,498 208,932
Current assets REEE
Derivative financial instruments PTEESmIA 103 -
Inventories wg 1,015 1,508
Contract assets BREE 181 373
Trade receivables 2 5 EWEIA 12 1,472 2,313
Other receivables, deposits and BEmERZIE - Hek
prepayments B R IE 1,145 1,643
Pledged bank deposits EIRRITER 1,392 1,379
Bank and cash balances IR1TNIR R 11,571 2,817
Total current assets REBEERE 16,879 10,033
TOTAL ASSETS EEH#E 220,377 218,965

BEREXEBMER AR /2020 Fh RS



Condensed Consolidated Statement of Financial Position

5 B AR & B #5 AR O 3R

At 30 June 2020 7220204 6 H30H

30 June 31 December

2020 2019
2020 20194
6830H 12H31H
Note US$'000 US$'000
B 5 FEx FE
(unaudited) (audited)
(REEZ) (TZ)
EQUITY AND LIABILITIES EREREE
Share capital fi% 7 14 4,400 4,000
Reserves B 111,308 101,090
Total equity ERSBEE 115,708 105,090
LIABILITIES =K
Non-current liabilities FRBEE
Borrowings =N 36,538 24,938
Lease liabilities HEBE 35,755 45,265
Total non-current liabilities FREBEEALE 72,293 70,203
Current liabilities RBERE
Derivative financial instruments PTHEERIT A 630 286
Contract liabilities sEHamE 538 187
Borrowings =N 12,702 27,831
Lease liabilities MEARE 15,446 11,635
Trade payables B G ENRIAE 13 1,252 1,920
Other payables and accruals HibEN R IBE R ESTE R 1,808 1,813
Total current liabilities RBEEHAEE 32,376 43,672
TOTAL EQUITY AND LIABILITIES xR EEA%E 220,377 218,965
Approved by the Board of Directors on 27 August 2020 MESZ2/MN 202068 A 27 B #
Xu Wenjun Wang Faqing
(237827 F3E5E
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Condensed Consolidated Statement of Changes in Equity

BAGEEEEE KR

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

Attributable to owners of the Company

AREEEAELY
Foreign
currency
Share Share Capital Merger translation  Retained Total
capital  premium reserve reserve reserve profits equity
SheE
BRE  ROEE EXRE GHRE RERE REEN ER4R
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
TET TEr TEr TEr TEr TEr TEr
At 1 January 2019 201951 A 18
(audited) (&%) 4,000 69,663 9,310 833 (4) 15,302 99,104
Total comprehensive HAZE
income and changes in WK ABZE K
equity for the period BaEE) - - - - (15) 3,253 3,238
At 30 June 2019 201966 A30R
(unaudited) (REEZ) 4,000 69,663 9,310 833 (19 18,555 102,342
At 1 January 2020 202051 A 18
(audited) (&=&=z) 4,000 69,663 9,310 833 (22) 21,306 105,090
Issue of shares (Note 14)  Z77/{n (£ 14) 400 5,229 - - - = 5,629
Total comprehensive FHBABE
income - - - - (25) 5,014 4,989
Changes in equity HNEREE)
for the period 400 5,229 - - (25) 5,014 10,618
At 30 June 2020 202066 A30H
(unaudited) (REER) 4,400 74,892 9,310 833 (47) 26,320 115,708
BRECEEEAR DA /2020 FHERE 11



Condensed Consolidated Statement of Cash Flows

BHGERETRER

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

Six months ended 30 June

BZE6H30RHLEAMEA
2020 2019
2020 F 2019 4F
US$'000 US$'000
FERx FET
(unaudited) (unaudited)
(RBER) (REEEZ)
NET CASH GENERATED FROM RETHRBEESFR
OPERATING ACTIVITIES 11,926 7,243
Purchases of property, plant and BEEYE BB NERE
equipment (2) (239)
Increase in time deposit JE BRTF SR8 AN - (3,000)
Other investing cash flows (net) HiiEHRenE (F58) (790) (207)
NET CASH USED IN INVESTING REZBHMARE TR
ACTIVITIES (792) (3,446)
Principal elements of lease payments HENROEEEH S (5,834) (5,821)
Repayment of borrowings BRER (20,946) (3,671)
Borrowings raised FREEMER 18,000 -
Proceeds from issue of shares BATIR PTG RR 5,629 -~
NET CASH USED IN FINANCING BMETBARSFE
ACTIVITIES (3,151) (9,492)
NET INCREASE/(DECREASE) IN BeRBSZEY
CASH AND CASH EQUIVALENTS i (R 7,983 (5,695)
CASH AND CASH EQUIVALENTS HANRERREEEY
AT BEGINNING OF PERIOD 1,083 10,421
EFFECT OF FOREIGN EXCHANGE HEERSEHHTE
RATE CHANGES (25) (15)
CASH AND CASH EQUIVALENTS ARNBEERBEEEY
AT END OF PERIOD 9,041 4,711
REPRESENTED BY: Bp :
Bank and cash balances WITRIRE &8 11,571 15,949
Less: Restricted bank balances B ZREIRITAEER (2,530) (2,238)
Less: Bank deposits with original B REEARERA = A8
maturity beyond three months RITHER = (9,000)
9,041 4,711

12 XIN YUAN ENTERPRISES GROUP LIMITED / INTERIM REPORT 2020



Notes to the Condensed Consolidated Financial Statements

HL SR ek

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

BASIS OF PREPARATION

These condensed consolidated financial statements have
been prepared in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants (the
"HKICPA") and the applicable disclosures required by the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

These condensed consolidated financial statements should
be read in conjunction with the 2019 annual financial
statements. The accounting policies (including the
significant judgements made by management in applying
the Group's accounting policies and the key sources of
estimation uncertainty) and methods of computation used
in the preparation of these condensed consolidated
financial statements are consistent with those used in the
annual financial statements for the year ended 31
December 2019.

As at 30 June 2020, the Group had net current liabilities of
approximately US$15,497,000. This condition indicates the
existence of a material uncertainty which may cast
significant doubt on the Group's ability to continue as a
going concern and therefore, it may be unable to realise
its assets and discharge its liabilities in the normal course
of business.

In preparing these condensed consolidated financial
statements, the directors of the Company have given
careful consideration to the current and anticipated future
liquidity of the Group and the ability of the Group to
continue to attain profitable and positive cash flows from
operations in the immediate and longer terms. In order to
strengthen the Group's liquidity in the foreseeable future,
the directors of the Company have taken the following
measures:

— the Group’s continuous net cash inflows from
operating activities.

— the successful negotiations with the lenders for
refinancing of vessels as and when needed.

REGRAGEAMB RN IZBELE
AR A ((EAEESTEAE ) BM
HEB S ERIE 345 [ HY K
BE I RBEBBARSMERRARE
Z EmR RN LR R 1) &95@E A #
BRTEMRR -

RNEPERE M SRR EE2019FE
MBIk — OB - AR
BAMBRRATANSTRER (B
EREERERAASE SRR
B 2 BERHET KRG THRER X
ZEBRIR) Rt B HAEEZE 2019
F12ANBUEFENFETBRE
PATAEER % -

R2020F6 A30H » REBE T E
BEFH4) 15,497,000 3% 7T ° :ZAkR
BRGEESAEERFECE &
NBREFRHNERTHBAREEZ &
R—REBBEP A e EEFIH A
BERBEBAE-

AR B F R PR AR B B RS R B
ARREEZEFERERAEE R
BERBEHRRARBDES UWRAK
EAMEREMEBSEEEAN
NIEEREREZET - BIBBRA
SERABEIRKRBE MR -
RRAB 2 EFEDIREUA MEH
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Notes to the Condensed Consolidated Financial Statements

B aR & B 15 R AR Y =

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

14

BASIS OF PREPARATION (Continued)

The directors of the Company have taken into account the
cash requirements of the Group for the next twelve months
from the end of the reporting period and the above
measures, the directors have concluded that the Group
will have sufficient working capital to meet in full its
financial obligations as they fall due and accordingly the
condensed consolidated financial statements have been
prepared on a going concern basis. Should the Group be
unable to continue as a going concern, adjustments would
have to be made to the financial statements to adjust the
value of the Group's assets and to provide for any further
liabilities which might arise and to reclassify non-current
assets and liabilities as current assets and liabilities,
respectively.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
In the current period, the Group has adopted all the new
and revised Hong Kong Financial Reporting Standards
("HKFRSs") issued by the HKICPA that are relevant to its
operations and effective for its accounting year beginning
on 1 January 2020. HKFRSs comprise Hong Kong Financial
Reporting Standards (“HKFRS"); Hong Kong Accounting
Standards ("HKAS"); and Interpretations. The Group has
not early adopted any other standard, interpretation or
amendment that has been issued but is not yet effective.

The accounting policies applied in these financial
statements are the same as those applied in the Group's
consolidated financial statements as at and for the year
ended 31 December 2019. A number of new or amended
standards are effective from 1 January 2020 but they do
not have a material effect on the Group's financial
statements.

XIN YUAN ENTERPRISES GROUP LIMITED / INTERIM REPORT 2020
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Notes to the Condensed Consolidated Financial Statements

HL SR ek

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

3.

FAIR VALUE MEASUREMENTS

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

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

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

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

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

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

The following table shows the carrying amounts and fair
value of financial assets and financial liabilities, including
their levels in the fair value hierarchy. It does not include
fair value information for financial assets and financial
liabilities not measured at fair value of the carrying amount
is a reasonable approximation of fair value. Further, for the
current year the fair value disclosure of lease liabilities is
also not required.

3.

ATEME
R RRAR & B F5 AR L 2K P I BR AN SR 8]
MEREELRSRAEMNKRE(EHR
HEBHOAFERS -

RPEAMBE2EENAEARE
BERFR 5T IHEEEM WA EE
BEMXNZER - TR FER
EREXASAFEFEMERZ
HEDEZHGABESBELS=EZFH
B A FEREAR

F-—RBAE: AEBARFEHR
G2 HRAEEXRERAED
152 B8 CRIEHE) -

F_RBAE: TEEXEERER
ZEEXRAERABETBREEE
R ZHRE) -

F=RBWAE: EEXBBEZTA
BRBAE-

AEENBERASEEHERNER
HERBHNERER SRS
MBS -

TRIITEMEELREBRBE R
HELEAFE BRREMBZA
FEEBH - MRLIFRATFESE
ZEMEEMEMABZLEEER
RNFEAEMEE  AMBREEHEZ
RFEER - WO NEZTRHBE
BREHERBEZIAFE-

EREEEEERAT /2020 FhHHE 15



Notes to the Condensed Consolidated Financial Statements

B aR & B 15 R AR Y =

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

3.

16

FAIR VALUE MEASUREMENTS (Continued)
(a) Disclosures of level in fair value hierarchy:

3. QP EFEGE
RFEEREE

(a)

Fair value measurements as at 30 June 2020

M2020F 6 A30 AN AFEFE

Description Level 1 Level 2 Level 3 Total
it F-1R ot F=R @t
US$'000 Us$'000 Us$'000 Us$'000
S S S S
(unaudited) (unaudited) (unaudited) (unaudited)
(RBER) (REER) (REER) (REER)
Recurring fair value measurements: ~ EEMATLEFE :
Financial assets SHEE
Foreign currency forward contracts INERIA K - 103 - 103
Recurring fair value measurements: &4 A TEHE
Financial liabilities cREE
Interest rate swap contracts FlREBEHEY - (630) - (630)
Fair value measurements as at 31 December 2019
2019 12 A3 BHATEFE
Description Level 1 Level 2 Level 3 Total
i F—H E-MH E=R Bt
US$'000 US$'000 Us$'000 Us$'000
TET TET TET TET
(audited) (audited) (audited) (audited)
(5  (E'k) (EFR)  (E8%)
Recurring fair value measurements: &4 ATEHE :
Financial liabilities cREE
Interest rate swap contracts MERBHE 4 - (286) - (286)
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Notes to the Condensed Consolidated Financial Statements

HL SR ek

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

3.

FAIR VALUE MEASUREMENTS (Continued)

(b) Disclosure of valuation process used by the
Group and valuation techniques and inputs
used in fair value measurements:

The Group's financial controller is responsible for the
fair value measurements of financial assets and
financial liabilities required for financial reporting
purposes. The financial controller reports directly to
the Board of Directors for these fair value
measurements. Discussions of valuation processes
and results are held between the financial controller
and the Board of Directors at least twice a year.

Level 2 fair value measurements

3. RVETE®H
(b) AEERABZEERFRD
FEFAERAZEELEZR
BABBHKRE

AEBZMBRERENTB
BEEMETEREENTR

BERA

T E - BBREE

BREEGERKS A TES

£ M5

HMEREEEEFR

DR MR A ERRE MAER -

Fair value of
financial assets/

(liabilities)

as at 30 June

Description Valuation technique Unobservable inputs 2020
i fh{E 7% THBERERARE 20206 A30H
EREE (AF)

o FE

Us$'000

Fxn

(unaudited)

(REER)

Foreign currency Discounted cash flow Comparable 103

forward contracts exchange rate
SNEEEERE K MBBRTRE AR HE R

Interest rate swap Discounted cash flow Interest rate (630)

contracts

MEREHEL MEBELRE

Discount rate
ks
BRI
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8 B n & P 75 R AR B =

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

3.

18

FAIR VALUE MEASUREMENTS (Continued)

(b) Disclosure of valuation process used by the
Group and valuation techniques and inputs
used in fair value measurements: (Continued)
Level 2 fair value measurements

3. AVEFE®E)
by XEBHFAZHERFREA
TEIAEFAZHEFER
BMASBNEE (&)
E_HRAFEFE

Fair value of
financial asset

as at

31 December

Description Valuation technique Unobservable inputs 2019

et EEA N E R A BUR 201912 A318

TREE

GO EIE]

US$'000

TETT

(audited)

(&= %)

Interest rate swap Discounted cash flow Interest rate 286

contracts Discount rate
XA X MABRTRE RS
BRER &

There were no changes in the valuation techniques
used.

XIN YUAN ENTERPRISES GROUP LIMITED / INTERIM REPORT 2020

PR B (E BT B o



Notes to the Condensed Consolidated Financial Statements

HL SR ek

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

4,

SEGMENT INFORMATION 4. DHER
Asphalt Bulk
tanker carrier
chartering chartering Asphalt
services services trading Total
BER HER
R R BHR% BSEE @t
US$'000 US$'000 US$'000 US$'000
TEn FEn S S
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (REER)
6 months ended 30 June 2020: BZ 202056 A30R1EAMEE -
Revenue from external customers RENMSRFHME 24,342 5,265 = 29,607
Segment profit/(loss) P EER/ (B8) 4,953 1,081 (1) 6,033
As at 30 June 2020: 1202056 A 301 :
Segment assets DEEE 178,737 33,560 7 212,304
Segment liabilities PHaE (82,269) (17,718) - (99,987)
Asphalt
tanker Bulk carrier
chartering chartering Asphalt
services services trading Total
ikt of HEMH
R RS TRf R EEEE @t
US$'000 US$'000 US$'000 US$'000
SE TEL TEL TEn
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (RgER) (REER)
6 months ended 30 June 2019: HE19F6A30RLEAER
Revenue from external customers RENMPEEHME 22873 - 1708 24,581
Segment profit DEREF 4044 - 106 4150
(audited) (audited) (audited) (audited)
(B&%) (8% %) (8&%7) (8&%)
As at 31 December 2019: R2019F 127318
Segment assets PHEE 185,200 33,277 7 218 484
Segment liabilities PEEE (92,224) (248) = (92472)
FREEEEBR AR /2020 FHHHE 19



Notes to the Condensed Consolidated Financial Statements

8 B n & P 75 R AR B =

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

4. SEGMENT INFORMATION (Continued) 4. DTER (&)
Reconciliations of segment profit or loss: DEIEF N EE

Six months ended 30 June

BEZ6A30HIEAMAEA
2020 2019
2020 20195
US$'000 US$000
FTER =T

(unaudited) (unaudited)
(REEX) (REgEZ)

Total profit or loss of reportable A2/ MPayiEss a5

segments 6,033 4,150
Interest expenses FERX (13) (13)
Unallocated corporate income RoBoz BERA 50 -
Unallocated corporate expenses ROBLz R (1,056) (884)
Consolidated profit for the period HIRE a7 5,014 3,253
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Notes to the Condensed Consolidated Financial Statements

HL SR ek

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

5. REVENUE
The Group’s main operations and revenue streams are
those described in the last annual financial statements. The
Group's revenue is derived from contracts with customers
and lease contracts.

In the following table, revenue is disaggregated by service
category and timing of revenue recognition.

5 W&

AREBHETEZLERPEFRER
F—FEMBHRERFER - AKEN
WaKBREFNAHNMHEEAL

ETRS W R AR M ER
Weak RS FEE BT 20 9% o

Six months ended 30 June
BZ6H30H1ENEA

2020 2019
2020 20195
US$'000 US$000
FTER =T

(unaudited) (unaudited)
(REER) (REgEZ)

Revenue from contracts with ERNKHRELERE 15K
customers within the scope of HEANEFESHRWA
HKFRS 15
— Voyage charter and contract of — REEBESR
affreightment (“CoA"), (IBESH]) -
recognised over time MERS e FERR 13,511 11,167
— Trading of asphalt, recognised —RBEES  REEMER
at a pointin time - 1,708
13,511 12,875
Revenue from other sources B H b RR W=
— Time charter — HAFH 16,096 11,706
29,607 24,581
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B aR & B 15 R AR Y =

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

5.

22

REVENUE (Continued)
The following table provides information about
receivables, contract assets and contract liabilities from
contracts with customers:

5. W& (E)

TREHRBEETF AR EKK
R AHNEERABHAEBNER

30 June 31 December

2020 2019

2020 20194

6 H30H 12H31H

US$'000 US$'000

FEx FET

(unaudited) (audited)

(RESEZ) (&%)

Receivables, which included in JEUERIAE » BETA

“trade receivables” [ & 5 MW RIE 1,472 2,313
Contract assets BHEE 181 373
Contract liabilities aHaE (538) (187)

Contract assets of the Group consist of unbilled amount
resulting from voyage charter and CoA over time. Contract
assets are transferred to receivables when the rights
become unconditional. This usually occurs when the Group
issues an invoice to the customer. Contract liabilities of the
Group arise from the advance payments made by the
customer or billings invoiced to the customer (whichever is
earlier) while underlying services are yet to be provided.

The amount of US$187,000 recognised in contract liabilities

at the beginning of the period has been recognised as
revenue for the six months ended 30 June 2020.

XIN YUAN ENTERPRISES GROUP LIMITED / INTERIM REPORT 2020

AEEAHNEEREEREERRE
HEBEGHNNAFAEKRENRERE - 4
MEERBRAENKSERTRSE
ERWHIE - It —RRAAKERF
PREBRERZEL - AEESNA
BEL B TP 5 E K EH A AR R
BELNBRAAEFPHAENKE
(AREERE) -

B & H 8 EHER A 187,000 3% 7T
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Notes to the Condensed Consolidated Financial Statements

HL SR ek

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

6.

INCOME TAX EXPENSE

6. FIEBMAx

Six months ended 30 June

EZ6H30HLEAEA
2020 2019
2020 20194F
US$'000 US$'000
FEx FET

(unaudited) (unaudited)
(RETFEZX) (REgEZ)

Current tax BIERRHIE

During the period, the Group mainly operated in Hong
Kong, People’s Republic of China ("PRC") and Singapore.
However, no provision for Hong Kong Profits Tax, PRC
Corporate Income Tax and Singapore Corporate Income
Tax was made since the Group had no assessable profit for
the period (six months ended 30 June 2019: Nil).

HA AEBXTZEEEE - PEA
REAFB([HE]) RFTIMFAEZE
o AT - ER AN E I A FE
RERF MW ERBFBFESH
FEIERSR AR INECEMS
BERBE (HE2019F6 8308 1
NEA ) e
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B aR & B 15 R AR Y =

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

7. PROFIT FOR THE PERIOD 7.
The Group's profit for the period is arrived at after
charging/(crediting):

HAR A
2 SEEGIY VSRS AV G N
ATEBEE2FIIT

Six months ended 30 June
BZ6H30BEANEA

2020 2019
2020 F 20194
US$'000 US$'000
FEx FE
(unaudited) (unaudited)
(REEX) (REEEZ)
Depreciation on property, W - BENMEREITE
plant and equipment 2,538 1,421
Depreciation on right-of-use assets ~ {FFAEAEITE 3,033 3,057
Directors’ emoluments EEMe 153 90
Exchange (gains)/losses, net BN (W) BB E e (566) 124
Fair value gains on foreign currency  IMNEIR B & 49 FE Wz
forward contracts (103) -
Fair value losses on interest rate XS LA FEER
swap contracts 344 179
Operating lease charges — KETHEBER — WA
office premises 71 43
Staff costs (including directors’ ETRKA(BIRESEM)
emoluments) 682 628
8. DIVIDEND 8. KR

The directors do not recommend the payment of an
interim dividend (six months ended 30 June 2019: Nil).
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Notes to the Condensed Consolidated Financial Statements

HL SR ek

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

9. EARNINGS PER SHARE

The calculation of basic earnings per share is based on the

9.

BRER
BHRERBNWFTEERNATRIA

following:
Six months ended 30 June
HZ6H30HIEAEA
2020 2019
2020 FF 2019 4
US$'000 US$'000
FEx FE
(unaudited) (unaudited)
(REEX) (REEEZ)
Earnings

Profit for the period attributable to

ZAYNECIL DNl bl

owners of the Company 5,014 3,253
'000 ‘000
T F A%
Number of shares
Weighted average number of B NAE T8 (M)
ordinary shares (Note) 406,154 400,000

Note: The weighted average number of ordinary shares for the purpose
of calculating basic earnings per share for the six months ended 30
June 2020 has been adjusted for the effect of the issuance of

shares on 3 June 2020.

No diluted earnings per share was presented for the six
months ended 30 June 2019 and 2020 as there was no

potential ordinary share outstanding.

MEE & 2202056 B30 8 1F/518 A AR
EEREAZFNLBINEFSEHE
B 20205 6 B3R EITRMH T EE
R o

I 48 2 5| Z 2019 FF 2 2020 6 A

IR ERNEANERESRR - T)
A B ERIEITE B
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B aR & B 15 R AR Y =

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

10.

11.

12.

26

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020, the Group
acquired property, plant and equipment of approximately
US$2,000 (six months ended 30 June 2019: US$239,000).

RIGHT-OF-USE ASSETS

During the six months ended 30 June 2020, the Group
entered into two new office rental agreements for
approximately 2 years. On lease commencement, the
Group recognised US$139,000 of right-of-use asset and
lease liability.

TRADE RECEIVABLES

For time charter, the Group generally receives monthly
prepayment from customers. For voyage charter, the
Group generally receives full payment within five business
days after completion of cargo loading. For CoA, the
Group generally receives full payment within three
business days after completion of cargo discharging. For
demurrage claims, the balance is normally paid within 30
days after the finalisation. For trading of asphalt, the
balance is normally paid within 30 days after the invoice
date. Each customer has a maximum credit limit. The
Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by
the directors.
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11.

12.

M BERRE
HE20200F6 A30B IEAEA © &
SEEAME  BERZREL 2,000
EIL(EZE2019F6 A308 IE/<E A -
239,0003%7T) °

FRAEEE
RELZ=2020F 6 A30H (E751@ A -
REBF LMD HAETHERHE -
MHNR2F - REERBR - K&
EmRACAEEELAMEEAE
139,000 7T °

B 2 BWRIE

REHEmMS  ARE-REZARE
FUWEBEMR - EEME - A&
B-REERETKRAESXH
MR 2 5FIE - LBEARME -
AEE-RRZKRHER =E=Z%
HAKEZEBHIEA - GRBHER
B E - SRE-RNBERIOKRA
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HEHHRIORAXN - BREP
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Notes to the Condensed Consolidated Financial Statements

HL SR ek

For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

12. TRADE RECEIVABLES (Continued)

The ageing analysis of trade receivables, based on the

date of invoice, is as follows:

12. ESEWRFRIE (&)
NBEZAHARENE S EIWFIE
BRERDITAAT -

30 June 31 December

2020 2019

2020 2019 4

6H30H 12H31H

US$'000 US$'000

FEx F=T

(unaudited) (audited)

(REEEX) (%)

0 to 30 days 0& 30Kk 1,424 2,167
Over 30 days i@ 30K 48 146
1,472 2,313

13. TRADE PAYABLES

The ageing analysis of the trade payables, based on the

date of invoice, is as follows:

13. EFEARRE
B IREMNZRIEREZZEHHOERER
DT :

30 June 31 December

2020 2019

2020 £ 2019 4

6H30H 12H31H

US$'000 US$'000

FEx FET

(unaudited) (audited)

(REE®R) (fe&E:=%)

0 to 30 days 0£E 30X 1,154 1,480
31 to 60 days 31E60K 6 26
Over 60 days i 60K 92 414
1,252 1,920
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For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

14. SHARE CAPITAL 14. B
30 June 31 December
2020 2019
2020 2019 4F
6830H 12H31H
US$'000 US$'000
FEx FET
(unaudited) (audited)
(REEZ) (EZ)
Authorised: SEE
10,000,000,000 ordinary shares 10,000,000,000 f%
of US$0.01 each FIR0.01ETT 2 EEAR 100,000 100,000
Issued and fully paid: 2EITRER
440,000,000 (At 31 December 2019: 440,000,000 #& (2019 4
400,000,000) ordinary shares 12 A31 8 : 400,000,000 /%)
of US$0.01 each K001 ETT 2 LB 4,400 4,000
A summary of the movements in the issued share capital of RARIEEITRAZE RN T -
the Company is as follows:
Number Nominal
of shares value of
issued shares issued
2817 23817
BHOEE IR {7 H1E
‘000 US$'000
TR FET
At 1 January 2019, 31 December 2019 720194181 H ~ 20194
and 1 January 2020 12A31BX2020%1 18 400,000 4,000
Shares issued (Note) BTG (MIFE) 40,000 400
At 30 June 2020 MR2020% 6 A30H 440,000 4,400

Note: On 19 May 2020, the Company entered into two Subscription
Agreements with Forever Win Asia Trading Limited and Profit
Source HK Trading Limited (“the Subscribers”), pursuant to the
Subscription Agreements, the Company has conditionally agreed
to allot and issue, and the Subscribers have conditionally agreed
to subscribe for, an aggregate of 40,000,000 Subscription Shares
at the Subscription Price of HK$1.092 per Subscription Share for
an aggregate cash consideration of HK$43,680,000 (equivalent to
approximately US$5,628,866). The subscription was completed on
3 June 2020.
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M : A 202055 A 19 B » AN A & B Forever
Win Asia Trading Limited X ERE S E
SERABN([ZERBADTLMMHR
BiE o REZSRERZ  AQFE
BIEGREERERET  MESREA
DEKHRERREESRAERD
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For the six months ended 30 June 2020 & ZE 2020 6 A 30 H 1F7~E A

15. RELATED PARTY TRANSACTION 15. BBt AR B
The Group had the following transaction with its related AEERBRNBEERE SET T
party during the period: TR :

Six months ended 30 June

HBZ6A30H1AEA
2020 2019
2020 F 20194
US$°000 US$'000
FEx FET

(unaudited) (unaudited)
(REEZ) (RIEEZ)

Interest paid to a related company ) — e B8 A B S AT FILE

(Note) (Bff&E) 171 -
Note: Mr. Xu Wenjun, the director of the Company has beneficial Mist AR B ER R EERBM A RHEAR
interests in the related company. B o
16. CONTINGENT LIABILITIES 16. HAREE
The Group did not have any significant contingent NEE 7 2020F 6 A 30 B Iz & {F {n]
liabilities at 30 June 2020 (At 31 December 2019: Nil). EAXABEQO9FI2A3NA:
&) -
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B aR & B 15 R AR Y =

For the six months ended 30 June 2020 & ZE 2020F 6 A 30 H 1F7~E A

17. EVENTS AFTER REPORTING PERIOD

(@ On 12 August 2020, Fortune Harvest Materials
Hongkong Limited (the “Fortune Harvest”) entered
into a sale and purchase agreement with Universal
International Technology (Hong Kong) Limited (the
“Universal International”), pursuant to which Fortune
Harvest has agreed to sell, and Universal International
has agreed to purchase, 116,000,000 shares of the
Company, representing approximately 26.36% of the
Company's total issued share capital at a
consideration of HK$162,400,000.

(b) After the COVID-19 outbreak in early 2020, a series of
precautionary and control measures have been and
continued to be implemented across the globe. The
Group is paying close attention to the development
of, and the disruption to business and economic
activities caused by, the COVID-19 outbreak and
evaluate its impact on the financial position, cash
flows and operating results of the Group. Given the
dynamic nature of the COVID-19 outbreak, it is not
practicable to provide a reasonable estimate of its
impacts on the Group's financial position, cash flows
and operating results at the date on which these
condensed consolidated financial statements are
authorised for issue.

18. APPROVAL OF FINANCIAL STATEMENTS

30

The interim financial statements were approved and
authorised for issue by the Board of Directors on 27
August 2020.
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Management Discussion and Analysis

EERENWR D

The board (the “Board”) of Directors (the “Director”) of Xin
Yuan Enterprises Group Limited (the “Company”) is pleased to
present the unaudited condensed consolidated interim results
of the Company and its subsidiaries (collectively as the
"Group”) for the six months ended 30 June 2020 (the “Periods
Under Review"” or the “"Reporting Period”), together with the
comparative figures for the corresponding period in 2019.

BUSINESS REVIEW AND OUTLOOK

For the six months ended 30 June 2020, the Group recorded
revenue of approximately US$29.6 million, representing an
increase of 20.3% compared with the corresponding period last
year, with three operating segments which included (i) asphalt
tanker chartering services; (ii) bulk carrier chartering services;
and (iii) asphalt trading. Our Group principally provides asphalt
tanker chartering services under various types of charter
agreements comprising: (i) time charters; and (ii) voyage
charters and contracts of Affreightment (“CoAs"). In late 2019,
we acquired two second-hand Capesize vessels, namely XYG
Fortune and XYMG Noble, which have been providing bulk
carrier time chartering services to our customers, and
contributed new source of income to the Group.

Currently we operate a fleet of twelve vessels with total capacity
of approximately 470,000 dwt, in which seven vessels are
operated under asphalt tanker time charters, three vessels are
operated under asphalt tanker voyage charters or CoAs and the
remaining two second-hand Capesize vessels are operated
under bulk carrier time charters. Most of our vessels fleet are
operated under time charters and are chartered to customers
with high performance capabilities on a long-term basis ranging
from one to ten years, which generated steady income for our
Group.

We endeavour to provide high quality asphalt tanker and bulk
carrier chartering services. We have our own team of engineers
and we are actively involved in the design of our vessels. Our
team works closely with ship design experts, our customers, the
shipyards, the international classification societies and banks or
finance lease companies. Our major customers include global
shipping and logistics groups, global independent energy
traders, and publicly traded energy companies based in the
United States. Our Group has diversified our business and
services and gradually developed our own customers portfolio.

ERLEESEERAA(TARQRTNES
(BE)2([BEB]])MAREALNFL
HKtB AR (18 [ RE®]) #H = 2020F
6A30BRLEARNEA(EESE] = HE
HIE ) R EBZ ARG P HIEE &
[F 2019 F R B LL & T ©

EREEREE
HZE20200F6HA30BIEAEA - AEE
BRISIM ALK 29.6 B &R TT - AT R HIE
MN203% - A = ELED I - BIEN)E
SAEMIRTS ¢ (i) BUEMAEM RS - K
BEES  AKBXERESEAM DS
REESHEMRS - 25 ()8HE: &
WEEEPEEHNTBEEN] - R
2019FFK - HMUIBEME —F /5IRE K
XYG Fortune &2 XYMG Noble * —H A&
FRRESSMEAREMRE  ALAEEE
RFTHIURA IR o

B AT RIS & — S T A AR R A
Bx > #2EE ML) A470,000E B » & P
EtEMMBEESHBHEES  —8&H
MIREESMEEABEANES  H&
M —F BRI EMBHEES -
BRI MBEEREHARES - WK
HETEESEELENNES  HEHN
F—Z=+F  BAEBEFERIBEWA -

BPBNHRRHEEES 8 M EmE M
ART5 - HMIBE B TIRaE B BB FI1E
B2 EFFINMAARE o TR0 E B S
MRFER - RANFP - Mk - BEEMS
B LBRITIBEHRERRARESE - R
MONEERZFEERE2KEGRYRER
BB ERE S MUNEKERN AR
MEER AR - AEEC Z T L5 MRS
VTESERBCHETFPES °

FEROEEERR AT /2020 FHHRE 31



Management Discussion and Analysis
EEENWE D

With our Group's experienced management team and
competitive strengths, our Directors believe that our Group is
well-positioned to further develop our presence in the asphalt
tanker chartering services market and bulk carrier time
chartering services. Hence, our Group maintains the variety of
services types with a balanced approach to meet different
demands in the market.

At the beginning of the year, the COVID-19 epidemic began to
break out in China, which is an important market for asphalt.
However, most of the asphalt trade contracts were signed
before the Spring Festival Holiday and the Australian market
entered the peak season, therefore the demand for the asphalt
tanker chartering was still relatively stable in the first quarter.
Subsequently, some adverse factors have a certain degree of
negative impact to the demand for asphalt tanker chartering,
including successive outbreaks of the COVID-19 pandemic
which led to the slowdown of the economic development of the
Southeast Asian countries and Australia, insufficient labour force
owing to the domestic rainy season, and the drastic fluctuations
of asphalt price being petroleum product was highly affected
by the freefall of the crude oil market. Looking ahead, our
Directors are cautiously optimistic on the asphalt tanker charter
market in the second half of the year. It is predicted that many
countries may increase the expenditure on construction and
infrastructure sectors and implement intensive economic
stimulus policies after COVID-19 pandemic, in order to
accelerate the economic recovery. Besides, following a gradual
recovery on Chinese activity since March 2020 and the refinery
resume its production, the demand for various crude oil
products rebound strongly. All of these factors may rise the
demand of asphalt trade and benefit to the asphalt tanker
charter market accordingly.
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Management Discussion and Analysis
EEENWmE D

In the first half of the year, the dry bulk carrier marked a
downturn in the Capesize markets, the Baltic Exchange
Capesize Index ("BCI") the first time ever in negative territory
for almost two months. The BCI continued to operate at a low
level, it is apparent that a number of factors have all converged
simultaneously, including seasonality, higher fuel prices owing
to implementation of the new IMO 2020 regulations, flooding in
Brazil and the COVID-19 pandemic. With the resumption of the
work and production in the global economy, the supply of
global mainstream minerals has been steadily rising and the
increasing demand for iron ore from Mainland, it may benefit to
the long-distance Capesize vessels of dry bulk carrier market in
the second half of 2020.

It is our management’s view that for the remaining months of
this financial year, our business may be challenged by certain
risk factors and uncertainties. During the period, the
government of the United States has ramped up the sanctions
against Iran and Venezuela, it even imposed new sanctions on
certain shipping companies and captains who involved
shipments with Iran and Venezuela. In addition, the continuous
adverse Sino-US relationship will impact on geopolitics, which
may continue to impede economic recovering. The COVID-19
pandemic may have a second wave or even a third wave, but
the containment timeline is unclear. Therefore, there is a greater
than usual uncertainty around global economy and shipping
industry.
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FINANCIAL REVIEW

Revenue

For the six months ended 30 June 2020, our revenue increased
to approximately US$29.6 million by approximately US$5.0
million or 20.3% from approximately US$24.6 million for the six
months ended 30 June 2019. For the Periods Under Review, the
increase was mainly due to the increase in the number of our
vessels from ten vessels for the six months ended 30 June 2019
to twelve vessels for the six months ended 30 June 2020, by the
purchase of two second-hand Capesize vessels for providing
new bulk carrier time chartering services in late 2019.

Revenue generated from asphalt tanker time charter services
decreased by approximately US$0.9 million or 7.7% from
approximately US$11.7 million for the six months ended 30 June
2019 to approximately US$10.8 million for the six months ended
30 June 2020. Such decrease in revenue was mainly attributable
to the combined effect of (i) lower contracted hire rate was
concluded when the time charters renewal for two vessels by
reference to the then market spot rate in the second half of
2019, so that their revenue dropped as compared to the same
period last year, though we maintained the similar level of time
charter services for the Periods Under Review; and (ii) the
decline in revenue from San Du Ao by approximately US$0.4
million as it has been changed from time charter to voyage
charter since January 2020, but (iii) on the other hand, the
revenue from Rostella increased by approximately US$1.1
million for the Periods Under Review, when it has been changed
from voyage charter to time charter since May 2019.

Since two second-hand Capesize vessels, namely XYG Fortune
and XYMG Noble, were delivered in late 2019, which
contributed revenue from bulk carrier time chartering services,
amounting to approximately US$5.3 million, as new source of
income to our Group for the six months ended 30 June 2020.
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The increase of approximately US$2.3 million or 20.5% of
revenue generated from asphalt tanker voyage charter, and
CoAs from approximately US$11.2 million for the six months
ended 30 June 2019 to approximately US$13.5 million for the six
months ended 30 June 2020, was mainly due to (i) San Du Ao
contributed approximately US$2.9 million of revenue from
voyage charter, and CoAs for the six months ended 30 June
2020 when it has been changed from time charter to voyage
charter since January 2020 (San Du Ao was operated under time
charter for the six months ended 30 June 2019), and (ii) the
increasing average daily hire rate for the voyage charter, and
CoAs market in the first half of 2020 because of the decline in
charter supply, as a result of peak season in Australian asphalt
trade market and increase in the import demand of asphalt
from PRC traders that contracted before the outbreak of
COVID-19; but such increase was partially offset by (iii) the
operation of our vessel Rostella has been changed from voyage
charter to time charter since May 2019 which contributed
revenue of approximately US$1.9 million for the six months
ended 30 June 2019.

During the six months ended 30 June 2020, no revenue was
generated from trading of asphalt.

Cost of sales

Our cost of sales increased by approximately US$3.2 million or
18.3% for the six months ended 30 June 2020 as compared to
the same period of 2019. Such increase was in line with the
increase in revenue, mainly resulting from the increase in two
second-hand Capesize vessels operated under bulk carrier time
charter, namely XYG Fortune and XYMG Noble, which were
delivered in late 2019, and were in full operation for the six
months ended 30 June 2020.
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The increase of cost of sales was mainly due to the following
factors:

(i)  our crew expenses recorded an increase of approximately
US$1.0 million or 18.5%, which was mainly due to the fact
that our two new Capesize vessels, XYG Fortune and
XYMG Noble, were delivered in late 2019 and put into full
operation for the six months ended 30 June 2020, but no
operation for the six months ended 30 June 2019;

(i) our depreciation recorded an increase of approximately
US$1.1 million or 25.0%, which was mainly due to the fact
that our two new Capesize vessels, XYG Fortune and
XYMG Noble, were delivered in late 2019, were
depreciated in full for the six months ended 30 June 2020,
but no depreciation for the six months ended 30 June
2019; and

(iii) our bunker fees recorded an increase of approximately
US$0.7 million or 24.1%, which was mainly due to the
change of use in low Sulphur fuel oil when the new
regulation of IMO2020 was implemented in January 2020,
which the cost of this new fuel is higher than the previous
one.

Gross profit and gross profit margin

Our gross profit increased by approximately US$1.8 million or
25.4%, from approximately US$7.1 million for the six months
ended 30 June 2019 to approximately US$8.9 million for the six
months ended 30 June 2020. Such increase was mainly due to
the gross profit of approximately US$1.8 million generated from
two second-hand Capesize vessels operated under bulk carrier
time charter for the six months ended 30 June 2020.

Besides, our overall gross profit margin increased from
approximately 28.7% for the six months ended 30 June 2019 to
approximately 30.2% for the six months ended 30 June 2020,
which was mainly attributable to the new bulk carrier time
chartering services having a relatively higher profit margin of
approximately 35.8% for the six months ended 30 June 2020.
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Our gross profit generated from asphalt tanker time charters
services decreased by approximately US$0.9 million or 21.9%
for the six months ended 30 June 2020, and its gross profit
margin dropped by approximately 6.0%. Such decrease was in
line with the decline in revenue from asphalt tanker time
chartering by approximately 7.7%, and lower contracted hire
rate when the time charter renewal for two vessels in the second
half of 2019.

Our gross profit from asphalt tanker voyage charters and CoAs
increased by approximately US$1.1 million or 39.3% for the six
months ended 30 June 2020, which was in line with the rise of
revenue generated from asphalt tanker voyage charters and
CoAs of approximately 20.5% and the higher gross profit
margin from asphalt tanker voyage charters and CoAs by
approximately 3.4% for the six months ended 30 June 2020.

Other income

Our other income decreased by approximately US$0.8 million
or 66.7% from approximately US$1.2 million for the six months
ended 30 June 2019 to approximately US$0.4 million for the six
months ended 30 June 2020. The decrease was mainly due to
the decrease in non-recurring insurance compensation income
of approximately US$0.8 million in relation to the repair costs of
vessels for the Periods Under Review.

Administrative expenses

Our Group's administrative expenses increased by
approximately US$0.3 million or 27.3% from approximately
US$1.1 million for the six months ended 30 June 2019 to
approximately US$1.4 million for the six months ended 30 June
2020, mainly due to the fact that the loan handling charges of
approximately US$0.1 million in non-recurring nature were
incurred for loan arrangement for two Capesize vessels in the
first quarter of 2020.

Other operating expenses

Our Group recorded other operating expenses of
approximately US$0.6 million for each of the six months ended
30 June 2019 and 2020, mainly included the fair value losses on
interest rate swap contracts and vessels repair costs.

B E2020F 6 A308 (E/NEAES i A
MREEENEMRLLH09BEETH
21.9% © REFETEL6.0% 3% N EH
ES MBI D H7.7% kL2019 F
THFREMMEBESNELNRNINA
CEERTE -

REE2020F 6 A30H (EX1E A - FAM
MESWREARBESHEFILINL 1.1
BEFEITk39.3%  HEEZE 2020%F 6 A 30
AEXNEAESHMEAMBESNEEN
W IN4920.5% MESWIEA R BES
R EF EIE N4 3.4% — 5L °

Hab A

B EMBABEE2019F6 A30H
IERNEAMNI2EEETRILH08EHE
T 66.7% B HZE 2020 6 A30H 17X
BEAMKAEEERTL - ZBIETEZH
RO B ERMEEERERNELS
MR EEW AR D L08BFEETT -

THEX

AEBEMITHAIHBE2019F6A30
BIENEAMNI N BEEERTEMND03HE
BETLH27 IR EEZE2020F6 4308 1E
NEAKNAEEETL FEHNK2020F
F-EFERMEFIRA MM ERLHEE
MIELEMBERFEEBNOIBEEEL -

Hih& B

B E2019F & 2020F 6 A30 H 1k 7~ @ A
EHE rEESSHMEERETL06
BEEL FEBEMNEEHEHONAT
EEEREMEEER -

FEROEEERR AT /2020 FHHRE 37



Management Discussion and Analysis
EEENWE D

Exchange gains/losses, net

Our Group recorded net exchange gains of approximately
US$0.6 million for the six months ended 30 June 2020 as
compared to net exchange losses of approximately US$0.1
million for the six months ended 30 June 2019, which was
principally attributable to the exchange fluctuation of our
Group’s borrowings denominated in Singapore Dollars (“SGD").
Our Group maintained the borrowings denominated in SGD
during the Periods Under Review, amounting to approximately
US$14.3 million as at 30 June 2020 (31 December 2019:
approximately US$16.7 million). United States dollars (“USD")
appreciated against SGD by approximately 3.3% for the six
months ended 30 June 2020, resulting in exchange gains when
conversion of the borrowings denominated in SGD, while USD
depreciated against SGD by approximately 0.7% for the six
months ended 30 June 2019, resulting in exchange losses when
translation of the borrowings denominated in SGD.

Finance costs

Qur finance costs declined by approximately US$0.3 million, or
9.4% for the six months ended 30 June 2020 as compared to the
same period of 2019. The decrease was mainly due to
repayment of borrowings during the six months ended 30 June
2020.

Income tax expense

No provision for Hong Kong Profits Tax, PRC Corporate Income
Tax and Singapore Corporate Income Tax was made since our
Group has no assessable profit for the Periods Under Review.

Profit for the period

Our profit for the Periods Under Review increased by
approximately US$1.7 million, or 51.5% to approximately US$5.0
million for the six months ended 30 June 2020 as compared to
approximately US$3.3 million for the six months ended 30 June
2019, while our net profit margin also increased to
approximately 16.9% from approximately 13.4% for the
respective periods. Such increase in our profit for the Periods
Under Review was primarily due to the increase in gross profits
of approximately US$1.8 million, mainly attributable to the
contribution from the two new Capesize vessels operated under
bulk carrier time charter.
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FINANCIAL POSITION

As at 30 June 2020, our Group's total assets amounted to
approximately US$220.4 million (31 December 2019:
approximately US$219.0 million) with net assets amounting to
approximately US$115.7 million (31 December 2019:
approximately US$105.1 million). As at 30 June 2020, gearing
ratio (total debts divided by the total equity attributable to
owners of our Company) of our Group was 0.87, representing a
decrease of 16.3 percentage points as compared to that of 1.04
as at the end of 2019. Net debt to equity ratio (net debt, being
our total debts net of bank and cash balances and pledged
bank deposits, by total equity attributable to owners of our
Company) of our Group was 0.76 as at 30 June 2020,
representing a decrease of 24.0 percentage points as compared
to that of 1.0 as at the end of 2019. Current ratio of our Group
was 0.52, representing an increase of 126.1 percentage points
as compared to that of 0.23 as at the end of 2019, as a result of
the net operating inflows and net proceeds from new shares
issued during the six months ended 30 June 2020.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2020, the liquidity position had a mere
improvement as compared to the end of 2019. Our Group
adopts a balanced approach to cash and financial management
to ensure proper risk control and lower the costs of funds, and
seek to maintain optimal level of liquidity that can meet our
working capital needs while supporting a healthy level of
business and our various growth strategies. Our Group finances
our operations and growth primarily through cash generated
from operations, borrowings and finance lease arrangement, as
well as the net proceeds from the new shares issued.

As at 30 June 2020, the Group had net current liabilities of
approximately US$15.5 million. Our Directors are confident that
our Group's continuous net cash inflows from operating
activities and the successful negotiations with the lenders for
refinancing of vessels as and when needed, will strengthen our
liquidity in the foreseeable future. Considering the current and
anticipated future liquidity of our Group and the above
measures, our Directors have concluded that our Group will
have sufficient working capital to meet its financial obligation in
full as they fall due and the condensed consolidated financial
statements have been prepared on a going concern basis.
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As at 30 June 2020, the Group's borrowings and lease liabilities
of approximately US$100.4 million in aggregate decreased by
approximately US$9.2 million as compared to 31 December
2019, which was primarily due to repayment of debts financing
by profits generated from operations as well as the proceeds
from issuance of new shares during the six months ended 30
June 2020. During the six months ended 30 June 2020, the
Group obtained two borrowings with the total amount of
US$18.0 million, on the other hand, the Group repaid the
carrying amounts of borrowings of approximately US$17.3
million in aggregate.

As at 30 June 2020, our Group had pledged bank deposits and
bank and cash balances of approximately US$13.0 million in
aggregate, representing an increase of approximately US$8.8
million as compared to approximately US$4.2 million as at 31
December 2019. Such increase was mainly due to profits
generated from operations as well as the proceeds from
issuance of new shares. Our pledged bank deposits are
denominated in USD and most of our bank and cash balances
are denominated in USD.

Treasury Policies

The primary objective of our Group's capital management is to
maintain its ability to continue as a going concern so that our
Group can constantly provide returns for shareholders of our
Company (the “Shareholders”) and benefits for other
stakeholders by securing access to financing at reasonable
costs. Our Group actively and regularly reviews and manages its
capital structure and makes adjustment by taking into
consideration the changes in economic conditions, its future
capital requirements, prevailing and projected profitability and
operating cash flows, projected capital expenditures and
projected strategic investment opportunities.
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INDEBTEDNESS

As at 30 June 2020, the Group's indebtedness mainly comprised
borrowings and lease liabilities of approximately US$49.2 million
and US$51.2 million respectively. Our borrowings are
denominated in USD and SGD, while lease liabilities are
denominated in USD. All borrowings and lease liabilities are
arranged at floating rates, thus exposing our Group to cash flow
interest rate risk. During the six months ended 30 June 2020,
our Group used interest rate swaps in order to mitigate its
exposure associated with fluctuations relating to interest cash
flows.

The maturity of borrowings and lease liabilities as at 30 June
2020 is as follows:
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Qur borrowings of approximately of US$45.4 million were
obtained for the purposes of construction and financing of our
vessels. As at 30 June 2020, such borrowings were secured by:

()  mortgage over our Group's vessels;

(i) corporate guarantees provided by our Company and
subsidiaries; and

(i) pledged bank deposits and restricted bank balances.
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As at 30 June 2020, our lease liabilities of approximately
US$51.0 million were secured by:

(i)  charges over the Group's certain right-of-use assets;

(i) corporate guarantee provided by our Company and/or
subsidiaries;

(i) restricted bank balances; and
(iv) shares of certain subsidiaries.

The remaining lease liabilities of approximately US$0.2 million
was in relation to the office properties leases and no collateral
was secured.

FOREIGN CURRENCY RISKS

Our Group has a certain exposure to foreign currency risk as
some of its business transactions, assets and liabilities are
denominated in currencies other than the functional currency of
respective Group entities such as SGD and Renminbi. Our
Group also has adopted a foreign exchange rate and interest
rate risk control policy to manage the foreign exchange risk and
interest rate risk. Our Group monitors the foreign currency
exposure closely and will consider hedging transactions to
mitigate significant foreign currency exposure should the need
arise. Our Group has foreign currency forward contracts to
hedge the foreign currency risk in respect of borrowings
denominated in SGD.

PLEDGE OF ASSETS

As at 30 June 2020, the carrying amounts of pledged bank
deposits, bank balances restricted from being used and vessels
pledged as securities for our Group's borrowings amounted to
approximately US$1.4 million, US$2.1 million and US$97.0
million respectively. As at 30 June 2020, the carrying amounts of
vessels as right-of-use assets held by our Group and bank
balances restricted from being used under finance leases
arrangement amounted to approximately US$105.5 million and
US$0.5 million, respectively.
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Management Discussion and Analysis

EERENWR D

CAPITAL COMMITMENT
As at 30 June 2020, our Group did not have any material capital
commitment.

CONTINGENT LIABILITIES
As at 30 June 2020, our Group did not have any significant
contingent liabilities.

EMPLOYEE AND REMUNERATION POLICY

We value our employees and recognise the importance of a
good relationship with our employees. We recruit our
employees based on their work experience, education
background and qualifications. To maintain and ensure the
quality of our employees, we provide our personnel formal and
on-the-job training to enhance their technical skills as well as
knowledge of industry quality standards and work place safety
standards. As at 30 June 2020, our Group had a total of 37
employees of which 32 were in the PRC, 2 were in Hong Kong
and 3 were in Singapore. The remuneration to our employees
includes salaries and allowances. Employees are remunerated
according to their qualifications, experiences, job nature,
performance and with reference to market conditions.

Our Group's total employee benefit expenses (including
Directors’ emoluments) for the six months ended 30 June 2020
and 2019 were approximately US$0.7 million and US$0.6 million,
respectively.

SIGNIFICANT INVESTMENT HELD
Our Group had not held any significant investments during the
six months ended 30 June 2020.

MATERIAL ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES

During the six months ended 30 June 2020, there was no
material acquisition or disposal of subsidiaries, associates and
joint ventures by our Group.
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FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

There was no definite future plan for material investments or

acquisition of material capital assets as at 30 June 2020.

EVENTS AFTER THE REPORTING PERIOD

(a)

44

On 12 August 2020, Fortune Harvest Materials Hongkong
Limited (the “Fortune Harvest”) entered into a sale and
purchase agreement with Universal International
Technology (Hong Kong) Limited (the “Universal
International”), pursuant to which Fortune Harvest has
agreed to sell, and Universal International has agreed to
purchase, 116,000,000 shares of the Company,
representing approximately 26.36% of the Company’s total
issued share capital at a consideration of HK$162,400,000.
The aforesaid transfer resulted in the change of substantial
shareholders (as defined under the Listing Rules) of the
Company. For further details, please refer to the
announcement of the Company dated 12 August 2020.

After the COVID-19 outbreak in early 2020, a series of
precautionary and control measures have been and
continued to be implemented across the globe. The
Group is paying close attention to the development of,
and the disruption to business and economic activities
caused by, the COVID-19 outbreak and has been
evaluating its impact on the financial position, cash flows
and operating results of the Group. Given the dynamic
nature of the COVID-19 outbreak, it is not practicable to
provide a reasonable estimate of its impacts on the
Group's financial position, cash flows and operating results
at the date on which these condensed consolidated
financial statements are authorised for issue.
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INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN THE
SHARES, UNDERLYING SHARES OR DEBENTURES
OF OUR COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2020, the interests and short positions of the
Directors or the chief executive of the Company in the shares
(the “Shares”), underlying shares or debentures of the
Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (Chapter 571
of the laws of Hong Kong) (the “SFO") which will be required (a)
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 are taken or deemed to
have under such provisions of the SFO), or (b) to be entered
into the register required to be kept by the Company pursuant

EERBRSTRAERARRARE
MECEENRD - HERDSNERE
PR NKRR

MR2020F6 A30H  EE AR A &S
THRABRARAR REBEEZE (EER
EBEDIEST EFEHFRIERG ([#H
REEH%RHI]) EXVER) MG (TRB])
HEAROKEEZFHEEQBRBEES R
HIEEBIEXVERE 7 R 8D EBHE AR
AR RN AR (BRBEES
KBS GBI e R S 1563 {&’ EIRE ESAR
RFEBNEDIOKE) » H(b) BELRIE
BE %&Hﬂfﬂlﬂﬁﬂ%%ZMLK RIBERE
MERMHOEREEAR  REOBELET

to section 352 of the SFO, or (c) as otherwise to be notified to 1B BIMisE+ F M EETAZEEHITEER S
the Company and the Stock Exchange pursuant to the Model E’]TT EsF R ([EESFAl]) - MAMNE AR
Code for Securities Transactions by Directors of Listed Issuers TR AR AT ¢
(the "Model Code"”) contained in Appendix 10 to the Listing
Rules, are set out as follows:
Our Company ¥/
Approximate
percentage of
Number of  shareholding in
Name of Director Nature of interest Shares held® our Company
RADTH
EEgE ERaMtE FERAEE ™ BEAY B RE L
Mr. Xu Wenjun®@ Interest of controlled 34,079,000 Shares (L) 7.75%
corporation
Ry IgEE REEEE S 34,079,000 B&AZ 15 (L) 7.75%
Mr. Ding Yuzhao® Interest of controlled 14,898,000 Shares (L) 3.39%
corporation
T R8540 REEEE S 14,898,000 A& A% 5 (L) 3.39%
Notes: M5 -
(1) The letter “L” denotes our Directors’ long position in the Shares. (1) FEILARRESRERGHIHFENTER -
(2)  Perfect Bliss Limited is owned as to 100% by Mr. Xu Wenjun, an executive  (2)  Perfect Bliss Limited B #117 & = 16 X 39 % £

Director. By virtue of the SFO, Mr. Xu Wenjun is deemed to be interested
in the 34,079,000 Shares held by Perfect Bliss Limited.

EE2HED  BEEHFRBERL - %X
) A 35 17, B 7 Perfect Bliss Limited #5 A &Y
34,079,000 IR A& 5 #E B #E 2 o
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(3)  Gigantic Path Limited is owned as to 100% by Mr. Ding Yuzhao, an
executive Director. By virtue of the SFO, Mr. Ding Yuzhao is deemed to

be interested in the 14,898,000 Shares held by Gigantic Path Limited.

Save as disclosed above, as at 30 June 2020, none of the
Directors or chief executive of the Company had interests or
short positions in the Shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO), which were required to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions in which they were taken or deemed to have
under such provisions of the SFO), or which were recorded in
the register required to be maintained 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.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2020, so far as our Directors are aware, the
persons (other than the Directors and chief executive of the
Company) who will have or be deemed or taken to have
interests and/or short positions in the Shares or the underlying
Shares which would fall to be disclosed under the provisions of
Division 2 and 3 of Part XV of the SFO, or who were recorded in
the register of the Company required to be kept pursuant to
Section 336 of the SFO, or who were directly or indirectly
interested in 5% or more of the Company's issued share capital
will be as follows:

(3)  Gigantic Path Limited HEATTE ST £&I5E 4
EEHED  BEEHFRBERN - TX
&1 % A 145 A7 Gigantic Path Limited FFA £
14,898,000 A& i 0 R #E B 1 7 ©

B E P EEE SN - 1R 2020F 6 A30H -
MBEEEIARARSHTRABRART]
S EAT A AREAE (& R B S LA %
BIEXVED) ROBtD - HERE R kB RE
o B ARIERE S NS RIS XV ED
557} 87 BRI E AN A B) B B <2 BT A #E o
FAR (BRRIEES LB &A%
NREWEFRR B EE D MORE)
KRS RN R IR 78 55 S BB 15 9] 58 352 1R
FENETMANERIORE JRBFEE
ST R ZE R0 & 2 2 B B B <2 BT ) 2 3OK

A
E o

FERRRRS RAEBERG A
295879 )

R2020F6 A308 - BEFAMAM - AT
AL (BEERARRESITHRABRIN &
REHEAR B E ER IR () AR AR (D
BEBRBEBZLFLHEGRMIEXVEE 2R
FIDEMIE A TR TER RS & 50K
B HEARRAIREBES LGRS
BIEEFE ZERM  iEZEER
NAFIEEEITIRAS% S IA E AR ¢

Approximate
percentage of

Capacity/ shareholding in

Shareholders Nature of interest Number of Shares held™ our Company
RAERATFR

IR B EmtE FrERGHEE O NEA B DL
Golden Boomer Limited®? Beneficial owner 30,000,000 Shares (L) 6.82%
Golden Boomer Limited®? BERBEAA 30,000,000 & f& 15 (L) 6.82%
Ms. Lan Shaoyun® Interest of controlled 30,000,000 Shares (L) 6.82%

corporation
WAL REEEER 30,000,000 &A% 17 (L) 6.82%
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Approximate
percentage of

Capacity/ shareholding in
Shareholders Nature of interest Number of Shares held™ our Company
REDQREFR
R® 5 RERME FEROEE M EEE NIl n
Mr. Hong Jianbin®@ Interest of spouse 30,000,000 Shares (L) 6.82%
HEEXH 5 A @ L 30,000,000 &A% (L) 6.82%
Perfect Bliss Limited® Beneficial owner 34,079,000 Shares (L) 7.75%
Perfect Bliss Limited® EREBA 34,079,000 A& A% 17 (L) 7.75%
Ms. Zhu Zhen® Interest of spouse 34,079,000 Shares (L) 7.75%
RELLO (iR g 34,079,000 &A% 7 (L) 7.75%
HJ Technology Co., Limited® Beneficial owner 36,000,000 Shares (L) 8.18%
HJ Technology Co., Limited® BERBEAA 36,000,000 A% A& (L) 8.18%
Mr. Wu Kai® Interest of controlled 36,000,000 Shares (L) 8.18%
corporation
REkAEY R LEEE 36,000,000 A&7 (L) 8.18%
Ms. Pang Min® Interest of spouse 36,000,000 Shares (L) 8.18%
FEE LY foiBtEs 36,000,000 &A% 7 (L) 8.18%
Well Grace Trading Co., Limited®  Beneficial owner 49,000,000 Shares (L) 11.14%
Well Grace Trading Co., Limited®  Ez#H A 49,000,000 A% A% 1 (L) 11.14%
Mr. Lin Kaiquan® Interest of controlled 49,000,000 Shares (L) 11.14%
corporation
MERFEED XL EER 49,000,000 &A% 7 (L) 11.14%
Ms. Yang Lihua® Interest of spouse 49,000,000 Shares (L) 11.14%
BEERZLO FLiBHE S 49,000,000 A& A& 17 (L) 11.14%
Fortune Harvest Materials Beneficial owner 116,000,000 Shares (L) 26.36%
Hongkong Limited®
BEMEMERBRARLQRC BEREAA 116,000,000 AAR A (L) 26.36%
Mr. Chen Ming Hua® Interest of controlled 116,000,000 Shares (L) 26.36%
corporation
BREAZESLAE© XA E 116,000,000 F& A% 1 (L) 26.36%
Ms. Huang Hanyu® Interest of spouse 116,000,000 Shares (L) 26.36%
mEPLO foiBtEs 116,000,000 A& A% 7 (L) 26.36%
Forever Win Asia Trading Limited” Beneficial owner 24,000,000 Shares (L) 5.45%
Forever Win Asia Trading Limited”? Ez#A A 24,000,000 A% R& 15 (L) 5.45%
Mr. Chen Chengmei?”) Interest of controlled 24,000,000 Shares (L) 5.45%
corporation
BRI SRAED R LB R 24,000,000 &A% 7 (L) 5.45%
Notes: P eE

m The letter “L” denotes a person’s long position (as defined under Part XV

of the SFO) in our Shares.

m ?!FLJ BRARRRODAFNERE (EER
Er LG GEIIFEXVER -

BEREXEBMER AR /2020 Fh RS
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Golden Boomer Limited is owned as to 100% by Ms. Lan Shaoyun. By
virtue of the SFO, Ms. Lan Shaoyun is deemed to be interested in the
30,000,000 Shares held by Golden Boomer Limited. Mr. Hong Jianbin is
the spouse of Ms. Lan Shaoyun.

Perfect Bliss Limited is owned as to 100% by Mr. Xu Wenjun. By virtue of
the SFO, Mr. Xu Wenjun is deemed to be interested in the 34,079,000
Shares held by Perfect Bliss Limited. Ms. Zhu Zhen is the spouse of Mr. Xu
Wenjun.

HJ Technology Co., Limited is owned as to 100% by Mr. Wu Kai. By virtue
of the SFO, Mr. Wu Kai is deemed to be interested in the 36,000,000
Shares held by HJ Technology Co., Limited. Ms. Pang Min is the spouse
of Mr. Wu Kai.

Well Grace Trading Co., Limited is owned as to 100% by Mr. Lin Kaiquan.
By virtue of the SFO, Mr. Lin Kaiquan is deemed to be interested in the
49,000,000 Shares held by Well Grace Trading Co., Limited. Ms. Yang
Lihua is the spouse of Mr. Lin Kaiquan.

Fortune Harvest Materials Hongkong Limited is owned as to 100% by Mr.
Chen Ming Hua. By virtue of the SFO, Mr. Chen Ming Hua is deemed to
be interested in the 116,000,000 Shares held by Fortune Harvest Materials
Hongkong Limited. Ms. Huang Hanyu is the spouse of Mr. Chen Ming
Hua.

Forever Win Asia Trading Limited is owned as to 100% by Mr. Chen
Chengmei. By virtue of the SFO, Mr. Chen Chengmei is deemed to be
interested in the 24,000,000 Shares held by Forever Win Asia Trading
Limited.

Save as disclosed herein, the Directors are not aware of any

person who has, as at 30 June 2020 (without taking into account

any options which may be granted under the share option

scheme), an interest and/or short position in the Shares or

underlying Shares, which would be required to be disclosed to

the Company and the Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, directly or indirectly,
be interested in 5% of the issued voting shares of any other

member of the Group.
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SHARE OPTION SCHEME

Our Company has conditionally adopted a share option scheme
(the “Share Option Scheme"”) on 6 September 2018 which
became effective on 26 September 2018 (the “Listing Date”).
Under the Share Option Scheme, the eligible participants of the
scheme, including Directors, full-time employees of and
advisers and consultants to our Company or our subsidiaries
may be granted options which entitle them to subscribe for
Shares, when aggregated with options granted under any other
scheme, representing initially not more than 10% of the Shares
in issue on the Listing Date.

During the six months ended 30 June 2020 and to the date of
this report, no share option was granted, exercised, expired or
lapsed and there is no outstanding share option under the
Share Option Scheme.

PURCHASE, SALE AND REDEMPTION OF LISTED
SECURITIES

Save for the issuance of 40,000,000 Shares on 3 June 2020
pursuant to the subscription agreements as disclosed in the
announcement of the Company dated 19 May 2020, neither the
Company nor any of its subsidiaries has purchased, sold or
redeemed any listed securities of the Company during the six
months ended 30 June 2020.

INTERIM DIVIDEND
The Board does not recommend any payment of interim
dividend for the six months ended 30 June 2020 (six months
ended 30 June 2019: Nil).
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COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is committed to maintaining high standard of
corporate governance to safeguard the interests of the
Shareholders, enhance corporate value, formulate its business
strategies and policies, and enhance its transparency and
accountability.

The Company has adopted the Corporate Governance Code
(the "CG Code") as set out in Appendix 14 to the Listing Rules
as its own code of corporate governance. The Board is of the
view that the Company has complied with all the code
provisions set out in the CG Code during the six months ended
30 June 2020.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as its own code of conduct
regarding securities transactions by Directors. All Directors have
confirmed, following specific enquiry by the Company, that they
have complied with the Model Code during the six months
ended 30 June 2020.

REVIEW OF THE INTERIM RESULTS

The Company established the audit committee of the Company
(the "Audit Committee”) with written terms of reference in
compliance with the Rule 3.21 of the Listing Rules and the CG
Code. The Audit Committee comprises three independent non-
executive Directors, Mr. Suen Chi Wai, Mr. Lai Guanrong and
Mr. Xu Jie. Mr. Suen Chi Wai is the chairman of the Audit
Committee.
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The Audit Committee has reviewed the Company’s unaudited
condensed consolidated interim results for the six months
ended 30 June 2020, and confirms that the applicable
accounting principles, standards and requirements have been
complied with, and that adequate disclosures have been made.
The interim results for the six months ended 30 June 2020 is
unaudited, but has been reviewed by the Auditor, in accordance
with Hong Kong Standard on Review Engagements 2410
"Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”, issued by the Hong Kong
Institute of Certified Public Accountants.

CHANGE IN DIRECTORS' BIOGRAPHICAL
DETAILS UNDER RULE 13.51B(1) OF THE LISTING
RULES

There has been no change in the Directors’ biographical details
which are required to be disclosed pursuant to rule 13.51B(1) of
the Listing Rules.

USE OF PROCEEDS

Global Offering

The Shares of the Company were successfully listed on the Main
Board of the Stock Exchange on 26 September 2018. The net
proceeds from the global offering, after deducting the listing
expenses, were approximately HK$123.2 million and had been
fully utilised during the year ended 31 December 2019,
according to the adjusted intended use of proceeds as
disclosed in the Company’s announcement dated 17 July 2019.

BZZESEEMARAREZE2020F 6
A30RIEAEAMNREEZBRALE T
Hi%4E  UHEREERERNETRE
R RREREERZHAETE o #2020
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Allotment and issuance of 40,000,000 Shares under
general mandate

Pursuant to the subscription agreements dated 19 May 2020,
the Company allotted and issued, and the subscribers
subscribed for, an aggregate of 40,000,000 Shares at HK$1.092
per Share for an aggregate cash consideration of HK$43,680,000
(equivalent to approximately US$5,628,866) on 3 June 2020 (the
“Subscriptions”).

The aggregate gross proceeds of the Subscriptions amounted
to HK$43,680,000 (equivalent to approximately US$5,628,866)
and the aggregate net proceeds, after the deduction of the
related expenses, was approximately HK$43,280,000 (equivalent
to approximately US$5,577,320). As at 30 June 2020, the net
proceeds from the Subscriptions remained un-utilised and it is
intended that they will be applied for general working capital of
the Group in the next three years as follows:

Proposed use of
proceeds as
disclosed in the
announcement of
the Company
dated 19 May 2020

RIE— R IR R 3 & 317 40,000,000
% B 12

B B A202045 A 19 HRRE 5 -

AR 20204 6 A 3 HIZ &I 1.092
B O BE B N B2 174 40,000,000 fE AR 15

i 3R A LA B3R & (X (B 43,680,000 7T (18
B 415,628,866 70) RIBZ FRMN (R
B=EE]) -

REBEEBEZABREEBARLE
43,680,000/ 7T ( 18 & 7 495,628,866 3%
70) R AR R 2 TSI FRE R
EE4)/543,280,00078 7T (FHE 52 495,577,320
FET0) c 202086 4308 - REEHEZ
FISRBEFRINABA » MARTENEK
R=FBEAERAER Y —REELESN
T

Utilised up to
30 June 2020

Un-utilised up to
30 June 2020

AATRBHA
20205 H19H
NWAERMEERSE B ZE20204%F HZE20204%F
NENRERZR 6A30HEHHA 6 B30 AKEHA
HK$ HK$ HK$
General working capital 43,280,000 - 43,280,000
—REEED 43,280,000 - 43,280,000
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